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REPORT OF THE STANDING COMMITTEE ON APPROPRIATIONS ON THE APPROPRIATION BILL [B3-
2016] (NATIONAL ASSEMBLY – SECTION 77), DATED 17 MAY 2016 
 
Having considered the Appropriation Bill [B3 – 2016], referred to in terms of Section 10(a) of the Money Bills 
Amendment Procedure and Related Matters, Act No. 9 of 2009, the Standing Committee on Appropriations 
reports as follows: 
 
1. Introduction 
 
Section 27(1) of the Public Finance Management Act No. 29 of 1999 (PFMA) requires that the Minister of Finance 
(the Minister) tables the annual budget for a financial year in the National Assembly before the start of that 
financial year or, in exceptional circumstances, on a date as soon as possible after the start of the financial year, 
as the Minister may determine. Section 213(2) of the Constitution of the Republic of South Africa, provides that 
money may be withdrawn from the National Revenue Fund only in terms of an appropriation by an Act of 
Parliament. The Appropriation Act sets out to appropriate money from the National Revenue Fund for the 
requirements of the State and to prescribe conditions for the spending of funds withdrawn. Section 26 of the 
PFMA requires that Parliament and each provincial legislature appropriate money for each financial year for the 
requirement of the State and the province, respectively. 
 
 In executing this mandate, the Standing Committee on Appropriations, hereinafter referred to as the Committee, 
was established in terms of section 4(3) of the Money Bills Amendment Procedure and Related Matters Act, No. 9 
of 2009, and herein referred to as the Act. In line with section 10(1)(a) of the Act and after the adoption of the 
Fiscal Framework, the Standing Committee on Appropriations has a responsibility to consider the Appropriation 
Bill, hereinafter referred to as the Bill, and report thereon to the National Assembly.  The national budget for the 
2016/17 financial year was tabled on 24 February 2016 by the Minister of Finance together with the Appropriation 
Bill (the Bill). The Bill was then referred to the Committee on 4 May 2016 and the Committee was briefed thereon 
by National Treasury on 6 May 2016.  
 
In terms of Sub-sections 10 (5) and 10 (6) of the Act, Parliamentary Committees may advise the Appropriations 
Committee on the appropriated funding. No formal submissions were received from Committees in terms of Sub-
sections 10 (5) and 10 (6) of the Act. In the process of dealing with the Appropriations Bill, section 9(7) (a) of the 
Act also requires the Committees on Appropriations of both Houses to consult with the Financial and Fiscal 
Commission (FFC). In addition to FFC, the following stakeholders were also invited for comment: 
 

 Human Science Research Council; 

 Public Service Commission; 

 Department of Human Settlements; 

 Department of Higher Education and Training;  

 Department of Public Works; and 

 Department of Small Business Development. 
 

Section 10(8) (a) and (b) of the Act also requires the Committees on Appropriations to hold public hearings on the 
Appropriation Bill and proposed amendments and for the Committee on Appropriations to report to the House on 
the comments on and amendments to the Appropriation Bill. To this end, an advertisement was published in 
national and community newspapers from 22 to 29 April 2016 as well as radio announcements which ran from 02 
to 04 May 2016 inviting general public inputs. Furthermore, the Committee received comments on the budget via 
an online tool developed by the International Budget Partnership (IBP) and Code4SA. The tool, available at 
http://vote4thebudget.org/, gave the public the opportunity to weigh in on the five biggest increases and five 
biggest cuts to programmes in Budget 2016/17. People could also provide their opinions on five projects currently 
not funded in the budget, or not funded sufficiently as determined by civil society budget experts. Users were then 
given the option to send their opinions as an individual submission directly to the Committee.  In response to the 
Committee’s advertisements, one submission was received from COSATU, and 204 individuals responded to the 
online tool by IBP and Code4SA and the summary thereof was submitted to the Committee by IBP.  
 
 
 
 



 2 

 
 
 
2. Context and Overview of the 2016 Appropriation Bill (B3 – 2016) 
 
2.1    Context for the 2016 Appropriation Bill 
 
The spending plans contained in the 2016 Budget seek to respond to a global economic environment 
characterised by subdued economic performance across major industrialized nations, a prolonged slump in 
commodity prices and overall growth deceleration in the country’s major trading partners. The 2016 Budget 
proposals are envisaged to speed up the pace of fiscal consolidation with the budget deficit narrowing faster than 
the rate proposed in the 2015 Medium Term Budget Policy Statement (MTBPS). 
 
The 2016 Budget reflects the policy priorities contained in Government’s Medium-Term Strategic Framework 
(MTSF), which identify the key actions required to implement the National Development Plan (NDP). 
Government’s budget is organized into function groups that encompass departments and entities that pursue 
similar outcomes across national, provincial and local government with each outcome having a lead coordinating 
department.  
 

Outcome 
Number 

Medium Term Strategic Framework  Coordinating Department/s 

1 Quality basic education Basic education 

2 A long and healthy life for all South Africans Health 

3 All people in South Africa are and feel safe Defence 

4 Decent employments through inclusive growth Trade and Industry 

5 Skilled and capable workforce to support an inclusive growth path Higher Education and Training 

6 An efficient, competitive and responsive economic infrastructure 
outlook 

Transport, and Public Enterprises 

7 Comprehensive rural development Rural development and land reform 

8 Sustainable human settlements and improved quality of 
household life 

Human Settlements 

9 Responsive, accountable, effective and efficient developmental 
local government system 

Cooperative Governance and 
Traditional  Affairs 

10 Protect and enhance our environmental assets and natural 
resources 

Environmental Affairs 

11 Creating a better South Africa and contributing to a better and 
safer Africa in a better world 

International Relations and 
Cooperation, and Trade and 
Industry 

12 An efficient, effective and development oriented public service Public Service and Administration 

13 An inclusive and responsive social protection system  Social Development 

14 Transforming society and uniting the country. Arts and Culture 

 
The NDP provides an integrated approach to guide government’s allocation of resources within a sustainable 
framework.  Over the last decade, expenditure on the social wage has increased two fold in real terms. The 
National Development Plan envisages a number of interventions in the years ahead and these include national 
health insurance, an expanded system of higher and vocational education, stronger investment in early childhood 
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development and comprehensive social security. However, weak economic growth may limit the pace at which 
these important policy initiatives can be realized.  
 
The 2016 Budget Review states that the government will achieve a consolidated primary surplus: revenue will 
exceed non-interest spending the during the 2016/17 financial year. This is so for the first time since the 2009 
recession. The budget deficit will fall from 3.2 per cent in 2016/17 to 2.8 per cent in 2017/18, and 2.4 per cent in 
2018/19.  
 
For South Africa to meet its critical national development targets, the country needs a far higher rate of inclusive, 
job-creating economic growth.  The budget documents indicate that pro-poor spending and public investments in 
infrastructure will be maintained. However, debt-service costs remain the fastest-growing item of expenditure and 
consume 12c of every rand of state revenue. In order to sustain the social wage and avoid sharp reversals in 
public spending, government proposes a number of adjustments in both spending and taxation.  
 
The 2016 Budget proposes several measures to allow for the achievement of government outcomes at the same 
time as tempering spending growth. The expenditure ceiling has been reduced by R10 billion in 2017/18 and R15 
billion in 2018/19 largely in compensation budgets. Beginning in April 2016, all appointments for non-critical 
vacant posts will be blocked on government’s payroll system pending the submission of revised human resource 
plans. It is envisaged that many departments will reduce personnel headcounts in administrative and managerial 
posts and also eliminate unnecessary positions. However, positions for teachers, nurses, doctors, police officers 
and other critical posts will be excluded from the block. National departments’ budgets for non-essential goods 
and services have been cut by R5 billion over the medium term and strengthened cost-containment instructions 
will be issued in the 2016 financial year.  
 
Overall, most of the function budget amendments have been effected through the reprioritisation of funds from 
areas of lower priority to those of key priority.  It is envisaged that consolidated government expenditure is 
expected to grow by 7.1 per cent over the medium term, reaching R1.69 trillion in 2018/19. At this rate, spending 
growth will outpace inflation by 0.8 per cent. 
 
Table 1: Consolidated Expenditure by Economic Classification 

2015/16 2016/17 2017/18 2018/19

R million

 Revised 

estimate 

Medium-term estimates

Economic classification

Current payments 805 809      875 839      942 052      1 013 125   60.2% 7.9%

Compensation of employees 476 772      516 801      551 463      590 866      35.3% 7.4%

Goods and services 193 737      204 692      221 901      236 610      14.1% 6.9%

Interest and rent on land 135 300      154 346      168 688      185 648      10.8% 11.1%

 of which:

 Debt-service costs 129 111     147 720     161 927     178 556     10.4% 11.4%

Transfers and subsidies 447 566      475 849      509 282      551 571      32.7% 7.2%

Municipalities 108 662      113 131      121 937      134 635      7.9% 7.4%

Departmental agencies and accounts 26 522        25 546        27 224        32 137        1.8% 6.6%

Higher education institutions 27 500        29 350        33 164        35 177        2.1% 8.6%

Foreign governments and international 

organisations

2 054         2 129         2 255         2 426         0.1% 5.7%

Public corporations and private 

enterprises

33 407        33 882        36 996        41 539        2.4% 7.5%

Non-profit institutions 28 391        29 534        30 424        31 562        1.9% 3.6%

Households 221 030      242 277      257 281      274 094      16.5% 7.4%

Payments for capital assets 97 880        100 372      105 563      110 479      6.7% 4.1%

Buildings and other capital assets 76 059        79 456        82 406        86 276        5.3% 4.3%

Machinery and equipment 21 820        20 917        23 157        24 203        1.5% 3.5%

Payments for financial assets
2 29 673        5 230         5 165         5 052         0.3% -44.6%

Total 1 380 926   1 457 291   1 562 062   1 680 227   100.0% 6.8%

Contingency  reserve –                6 000         10 000        15 000        

Consolidated expenditure 1 380 926   1 463 291   1 572 062   1 695 227   7.1%

Percentage 

of total 

MTEF

Average 

annual 

MTEF 

growth

 
Source: National Treasury 2016 
 
In the total MTEF period as shown in Table 1, compensation of employees constitutes 35.3 per cent of 
consolidated government expenditure followed by transfers and subsidies at 32.7 per cent and goods and 
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services at 14.1 per cent. The large share of expenditure allocated to transfers and subsidies represents 
government’s contribution to poverty reduction and social development. Payments for capital assets and 
payments for financial assets are 6.7 per cent and 0.3 per cent respectively. It is critical to note that debt service 
costs constitutes 10.4 percent of MTEF allocations and is the fastest growing expenditure item at 11.4 percent 
average growth per annum. The budget provides for a contingency reserve of R31 billion the next three years as 
a buffer against economic and fiscal shocks. 
 
The 2016 budget is projected to contribute R880 billion to the social wage in 2016/17. The resources allocated for 
health, education, social protection, community infrastructure and housing subsidies for poor South Africans 
account for 60 per cent of spending and, on average, these budgets grow 1 per cent faster than inflation over the 
next three years. 
 
The table below shows expenditure growth by function. Allocated government expenditure is projected to increase 
from R1.310 trillion in 2016/17 to R1.502 trillion in 2018/19.   
 
Table 2: Government expenditure by function 2015/16 to 2018/19 
 

2015/16 2016/17 2017/18 2018/19

R million

 Revised 

estimate 

Medium-term estimates

Basic education 213 676      228 803      245 414      264 969      17.6% 7.4%

Health 159 377      168 393      183 629      198 556      13.1% 7.6%

Defence, public order and safety 171 522      181 519      192 444      203 644      13.7% 5.9%

Post-school education and

training

64 158        68 715        74 715        80 493        5.3% 7.9%

Economic affairs 187 796      211 962      217 965      231 091      15.7% 7.2%

Human settlements and municipal 

infrastructure

178 233      182 631      199 821      216 215      14.2% 6.7%

Agriculture, rural development and land 

reform

25 249        26 417        27 744        29 147        2.0% 4.9%

General public services
2 97 450        73 652        77 770        82 611        5.6% -5.4%

Social protection 154 353      167 479      180 634      194 945      12.9% 8.1%

Allocated by function 1 251 815   1 309 571   1 400 135   1 501 671   100.0% 6.3%

Debt-service costs 129 111      147 720      161 927      178 556      11.4%

Contingency  reserve –                6 000         10 000        15 000        

Consolidated expenditure 1 380 926   1 463 291   1 572 062   1 695 227   7.1%

Percentage 

of total MTEF 

allocation by 

function

Average 

annual 

MTEF 

growth

 
Source: National Treasury 2016 
 
The largest growing functional area is social protection. Social grant expenditure is envisaged to remain stable at 
3.2 per cent of GDP. The 2016 Budget allows for a new early child development conditional grant with funding 
allocation of R813 million allocated over the MTEF period. The funds are to provide subsidies for the less 
fortunate poor children to attend ECD centres and also to support related capital maintenance programmes. It is 
estimated that about 104 000 children are to be subsidised through this grant over the medium term and 4 000 
ECD centres will benefit from the maintenance programme. 
 
With regards to the human settlements and municipal infrastructure, public transport is a major spending area in 
this function group with a focus on ensuring that transport is affordable to all. Operational subsidies of R13.5 
billion are allocated over the MTEF period for Metrorail and Shosholoza Meyl to subsidise over 500 million 
passenger trips per year and 700 000 long-distance passengers. 
 
The country experienced one of its worst droughts in recent times. The 2016 budget has reprioritised around R1 
billion in 2015/16 for government’s drought-relief interventions. There has also been R2.8 billion reprioritised over 
the medium term to the Fetsa Tlala food security initiative. It is intended that these funds will bring about 120 000 
hectares of land into productive use, benefitting 145 000 subsistence and smallholder producers in each of the 
next three years. There is R2 billion allocated over the medium term to develop agri-parks in 44 rural districts and 
the budget allocates R4.6 billion towards acquiring about 1.1 million hectares of land and create 1 107 farms.  
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For the economic affairs function area, the budget allocated R10.2 billion over the medium term to manufacturing 
development incentives and R3.4 billion to the special economic zones programme. The infrastructure 
programmes in industrial parks receive additional funding of R260 million in 2016/17 and 2017/18 through 
reprioritisation. Spending on water resources and bulk infrastructure is expected to increase to R36.4 billion over 
the medium term, at an average annual rate of 16.1 per cent. There are allocations to subsidise set-top boxes for 
766 242 poor households. Furthermore, a total of R1.6 billion will be spent over the medium term to extend 
broadband access to 3 158 government institutions and 4 408 schools over the medium term. 
 
With regards to basic education, it is critical to note that spending growth is driven largely by the 2015 public-
sector wage agreement, particularly in provinces, where 73.1 per cent of education spending is on compensation 
of employees. Funding for schools infrastructure is expected to be directed towards replacing 510 inappropriate 
and unsafe schools, supply 1 120 schools with water, and provide 740 schools with sanitation and 916 schools 
with electricity by 2017/18.  
 
With regards to higher education, following the work of the presidential task team in 2015, R16.3 billion has been 
added to the medium-term allocations for the post-school education and training function group. Of this, R5.7 
billion will be directed towards the funding shortfall at universities caused by keeping fees for the 2016 academic 
year at 2015 levels, and the carry-through costs over the MTEF period. An amount of R2.5 billion in 2016/17 is 
transferred to the National Student Financial Aid Scheme to clear the debt of 71 753 students for the 2013 to 
2015 academic years, along with a further R8 billion over the medium term to support underfunded current 
students to complete their studies. 
 
The 2016 MTEF budget provides for increasing allocations in the health function area. Government intends to 
continue expanding access to antiretroviral medication. Key funded priorities for the sector include R984 million to 
expand coverage of HIV/AIDS treatment, supply of antiretrovirals and prevention initiatives. It is envisaged that by 
2020 at least 90 per cent of all people living with HIV know their status, are receiving treatment and have 
undetectable viral loads. Other funded initiatives included R740 million for the treatment of tuberculosis and R300 
million to develop a national electronic medicine stock management system. 
 
With regards to public order and safety, spending on this function in the 2016 MTEF will focus on improving the 
effectiveness of the criminal justice system, reducing corruption in the public and private sectors, and ensuring 
that the borders are defended, secure and well managed. Some key initiatives include an amount of R597.8 
million over the medium term which has been allocated to the South African Police Service to strengthen public 
order policing. This should also support the implementation of the recommendations of the Farlan Commission of 
Inquiry. In summary, an amount of R16.9 billion has been reduced within the baseline of the function over the 
medium term and will restructure its personnel in line with the state’s plan to return compensation spending to 
sustainable levels. 
 
The 2016 Budget prioritises spending on social and economic infrastructure such as schools, health facilities, 
roads and transport, energy, and water and sanitation. Overall, public-sector infrastructure expenditure as a share 
of GDP has increased on average by 6.6 per cent between 2005/06 and 2014/15. However, it is important to note 
that spending on social infrastructure, which includes schools and hospitals, has not kept pace with GDP growth 
in recent years. 
 
 
Table 3: Public-sector infrastructure expenditure and estimates, 2011/12 – 2017/18 
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2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 MTEF

R billion Total

Energy 75.2       69.6       67.8       69.7       50.8       49.9       79.9       180.7     

Water and sanitation 22.5       25.8       29.5       35.2       43.1       43.1       45.9       132.1     

Transport and logistics 69.5       76.4       90.9       99.5       96.2       105.3     90.0       291.6     

Other economic services 9.4         13.5       13.0       16.6       17.2       14.4       14.5       46.2       

Health 9.7         10.0       7.8         9.2         8.8         9.4         9.8         28.1       

Education 11.3       13.7       15.4       17.4       17.7       17.8       18.4       53.9       

Human settlements
1 15.6       17.0       17.1       18.3       18.3       21.1       22.3       61.6       

Other social services 13.7       12.9       13.2       16.6       16.0       16.2       17.0       49.2       

Administration services
2 6.3         5.0         5.2         8.0         6.6         7.6         7.8         22.0       

Total 233.3     243.9     259.9     290.4     274.8     284.9     305.8     865.4     

National departments  11.4       11.9       13.5       17.3       19.6       16.4       18.3       54.3       

Provincial departments 50.3       55.2       56.4       62.7       63.6       69.8       72.9       206.3     

Local government 41.7       47.1       53.2       56.6       58.2       57.5       59.9       175.6     

Public entities
3 16.1       15.4       19.2       28.7       26.2       29.4       30.4       86.0       

Public-private partnerships 2.6         3.0         1.8         1.7         1.9         2.0         2.1         6.1         

State-owned companies
3 111.3     111.2     115.8     123.4     105.2     109.7     122.2     337.0     

Total 233.3     243.9     259.9     290.4     274.8     284.9     305.8     865.4     

Outcomes  Estimates

 
Source: National Treasury 2016 
 
The table above shows that state-owned companies are the largest contributors to public-sector infrastructure 
expenditure. Public-sector infrastructure spending over the medium-term expenditure framework (MTEF) period is 
estimated to total R865.4 billion. State owned entities are projected to spend R337 billion over the next three 
years followed by provincial government at R206.3 billion and local government at R175.6 billion.  It is critical to 
note that national departments play a critical role in the states infrastructure plan through macro planning, creation 
of an enabling environment, capacity support for other state agencies and the monitoring and evaluation of policy 
outcomes.   
 
Key initiatives contained in the 2016 Budget framework with respect to the state’s infrastructure programme 
rollout which are aimed at addressing concerns about the quality of projects, appraisal, procurement systems, 
maintenance and effective asset management include: 
 

 Improving planning and delivery of quality project through the introduction of a new capital budgeting 
framework. This framework will set out a systematic and consistent methodology for evaluating large 
projects and provide for new approaches to budget planning and appropriations.  

 Improving asset management through assigning priority to maintenance and rehabilitation projects to 
reduce maintenance backlogs and curtail the demand for new assets. Improved asset management 
practices should enhance the functioning of assets and reduce overall service-delivery costs. 

 Standardising procurement requirements through implementing recently published Standards for 
Infrastructure Procurement and Delivery Management. These standards respond to a need for 
procurement systems that deliver value for money, while minimising the scope for corruption.  

 
 
The 2016 Budget outlines a number of initiatives aimed at ensuring improvements in the delivery of government 
services within the current constrained budget framework. Measures to improve public services and eliminate 
waste and cost inefficiencies include: 
 

 The eTenders portal site has published 2 500 tenders worth about R35 billion. The budget documents 
state that transparency has improved, and advertising and administrative costs have come down 
significantly. In addition, a national standard for infrastructure procurement and delivery has been 
distributed throughout government. 

 All companies that wish to do business with government must be registered on the central supplier 
database from 1 April 2016 for transactions with national and provincial government and their entities, 
and from 1 July 2016 for municipalities. 

 Given that transfers to public entities constituted 9.9 per cent of government expenditure in 2015/16 
and are expected reach R155.3 billion in 2018/19, these transfers will be assessed in the period ahead 
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to ensure that spending in public entities is aligned to their mandates. The assessment will entail 
reviewing the relevant remuneration rules and ensuring that supply-chain policies and procedures are 
consistent with procurement rules. Government will also consider whether some national and 
provincial public entities could be merged, closed or restructured.  

 National and provincial public entities will also be required to implement revised cost-containment 
measures 

 
 
 
2.2 Overview of the 2016 Appropriation Bill 
 
The table below shows the national appropriations per vote which give effect to the state’s policy objectives.     
 
Table 4: Main Appropriation per Vote 
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R million 2016/17

1 The Presidency 499.7                    

2 Parliament 1 659.6                 

3 Communications 1 345.4                 

4 Cooperativ e Gov ernance and Traditional Affairs 72 994.0                

5 Home Affairs 7 167.1                 

6 International Relations and Cooperation 5 888.7                 

7 National Treasury 28 471.4                

8 Planning, Monitoring and Ev aluation 827.7                    

9 Public Enterprises 274.0                    

10 Public Serv ice and Administration 770.4                    

11 Public Works 6 528.8                 

12 Statistics South Africa 2 489.1                 

13 Women 196.9                    

14 Basic Education 22 269.6                

15 Higher Education and Training 49 188.3                

16 Health 38 563.3                

17 Social Dev elopment 148 937.7              

18 Correctional Serv ices 21 577.3                

19 Defence and Military  Veterans 47 169.7                

20 Independent Police Inv estigativ e Directorate 246.1                    

21 Justice and Constitutional Dev elopment 16 049.7                

22 Office of the Chief Justice and Judicial Administration 865.0                    

23 Police 80 984.9                

24 Agriculture, Forestry  and Fisheries 6 333.0                 

25 Economic Dev elopment 674.7                    

26 Energy 7 545.2                 

27 Env ironmental Affairs 6 430.1                 

28 Labour 2 847.9                 

29 Mineral Resources 1 669.1                 

30 Science and Technology 7 429.0                 

31 Small Business Dev elopment 1 325.4                 

32 Telecommunications and Postal Serv ices 2 417.4                 

33 Tourism 2 009.5                 

34 Trade and Industry 10 327.5                

35 Transport 56 015.2                

36 Water and Sanitation 15 245.3                

37 Arts and Culture 4 070.9                 

38 Human Settlements 30 690.9                

39 Rural Dev elopment and Land Reform 10 124.3                

40 Sport and Recreation South Africa 1 028.6                 

Total appropriation by vote 721 148.2              
 

Source: National Treasury 2016 
 
The table above shows allocations per vote as per the 2016 Appropriation Bill (B3–2016). The national votes 
receiving the largest allocations for the 2016/17 financial year are Social Development, Police, Cooperative 
Governance and Traditional Affairs, Transport, Higher Education and Training; and Defence and Military 
Veterans. Other national votes receiving significant funding for 2016/17 include Basic Education, Health, Human 
Settlements, National Treasury and Correctional Services. 
 
 
3. Comments on the 2016 Appropriation Bill and Hearings with Identified departments 

 
3.1 National Treasury 
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National Treasury in its briefing outlined the legislative process relating to the passing of the Appropriation Bill and 
highlighted the provisions in the PFMA which include Section 29 that allows for expenditure before the 
Appropriation Bill is passed. The Bill provides for the appropriation of money from the National Revenue Fund 
with spending subject to provisions contained in the PFMA (as amended). The 2016 Budget will continue with 
support for economic growth and development within the policy framework of fiscal consolidation.   
 
National Treasury submitted that main drawdown on contingency reserve is to cover a portion of the 
compensation of employees budget pressures, emanating from the 2015 public sector wage agreement. The 
following measures were listed as part of efforts aimed at managing the wage bill composition of government 
spending:  
 

 Compensation of employees budgets for departments that historically underspent have been reduced 
by R6.8 billion over the 2016 MTEF period; and  

 Specific measures effected through the 2016 Appropriation Bill include placing a ceiling on the 
compensation of employee’s budgets of all national votes. Compensation of employees budgets are 
specifically and exclusively appropriated thus preventing funds from being diverted.  

 
It is envisaged that all these measures will direct departments to closely monitor and control their compensation of 
employees budgets so as to ensure that they remain on a sustainable path and do not crowd out spending on key 
government priorities.  The Treasury indicated that the pursuit of a specific priority will result in fewer resources 
being available for other priorities. Resources have thus been shifted from less urgent priorities or non-performing 
programmes.  
 
3.2 Financial and Fiscal Commission 
 
The Financial and Fiscal Commission (FFC/the Commission) in its submission stated that the 2016 Appropriation 
Bill came at a time when growth prospects face escalating and endogenous headwinds. It further put forward that 
the recent investor warning confidence around policy credibility given the current economic climate and 
associated decisions exacerbated the sluggish growth prospects. The FFC submitted that Government needed to 
implement the growth-enhancing structural reforms embedded in the NDP in order to avoid a junk status credit 
rating.  
 
The Commission further gave an assessment of composition of funds as contained in the Bill with respect to 
allocative efficiency and welcomed the newly established Presidential Commission of Enquiry into funding Higher 
Education and Training and the feasibility of free higher education. It further welcomed the growth in the Rural 
Development and Land Reform allocation which was in line with the NDP goal of building an inclusive rural 
economy to support employment and growth. The FFC noted the declines to the Votes for Economic 
Development, Agriculture and Human Settlements and further stated that these votes played a critical socio-
economic role and infrastructure delivery. The Commission submitted that any cuts to conditional grants should 
be preceded by an assessment of the likely impact in terms of achieving the NDP goals.  The FFC was further of 
the view that the continued reduction in baseline allocations to departments as a result reprioritisation due to slow 
spending, do not effectively address the underlying long-term systemic problems. It suggested that the underlying 
causes to poor spending should be investigated and that appropriate mechanisms needed to be put in place to 
unblock constraints to service delivery.  
 
The Commission made an assessment of the Bill with respect to effecting Government’s five priorities areas in the 
MTSF and indicated that the success of the growth-enhancing reforms was largely dependent on the participation 
of State-Owned Companies in the transformation of the economy. To this end, the Commission welcomed the 
reforms which stems from the Presidential Review Committee on State-Owned Entities which were aimed at 
rationalising the number of entities and mobilizing equity and technical expertise from the private sector. With 
regard to job creation, the FFC put forward that fiscal policy on infrastructure and current expenditure alone will 
not solve the job creation problems unless complemented by other interventions. It was of the view that new 
investments that allow shifts towards jobs and knowledge-intensive production were required. In terms of 
education, the FFC welcomed allocations toward learner and teacher support materials and the introduction of the 
Early Childhood Development Grant and further supported, in principle, the merging of the school infrastructure 
grant and education infrastructure grant which streamlines these grants. It however pointed out that the reason for 
such mergers of grants should not be due to poor performance but rather to improve efficiencies. The FFC further 
noted with concern, the poor educational outcomes and the overall impact of this on the skills base of South 
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Africa. To this end, it emphasised that the country must produce the necessary skills, especially among youth, to 
achieve sustainable long-term growth.   
 
With regard to increased access to high-quality health care services, whilst the Commission welcomed the 
expansion of the HIV and AIDS treatment to include the treatment of Tuberculosis (TB), it was of the view that 
clarity was needed around which component of the grant would fund co-infected patients. The Commission further 
supported the proposal for a report reviewing the reasons for the conclusion of the National Health Insurance 
(NHI) Grant in 2016/17 as it performed poorly since inception. In respect of improved public service, the FFC 
welcomed the modernising of Government’s tender systems led by the Office of the Chief Procurement Officer 
and the envisaged tabling of a Public Procurement Bill. It further called for appropriately formulated indicators that 
can track the impact of these reforms in achieving value for money and reducing corruption in Government 
operations. The Commission further welcomed the greater use of management contracts which would reduce 
government exposure to the risk of overruns and delays and also supported the implementation of compulsory 
impact assessments of proposed government policy or regulatory change.  
 
In its assessment of infrastructure investment in national government, the FFC submitted that aligned and 
coordinated infrastructure plans were key to achieving sustained economic growth and that it should remain a 
priority for Government. It however emphasized that while investment in new infrastructure was critical, 
management of existing infrastructure was equally important. It further noted that municipalities will be key 
implementers of new economic infrastructure. In respect of stimulating cost efficiencies, the FFC was of the belief 
that the area of procurement provided great opportunities to cut costs and optimising public sector efficiencies. It 
further notes the efforts by Government to invest in supply-chain improvement processes and was of the view that 
these should be cascaded to subnational government and government entities expeditiously. In terms of reducing 
spending on travel and accommodation, the FFC stated that efforts by National Treasury to contain these needed 
to be followed and that a centrally managed system where these rates can be negotiated for all spheres of 
Government should be introduced. With regard to the public sector wage bill, the Commission commended 
Government in its efforts to curb its continued excessive growth and was of the view that such strategies should 
also be introduced in local government. It further stated that the public sector wage bill should be linked to public 
sector productivity, i.e. value for money should be derived.  
 
The Commission submitted that it continues to be concerned with the deep rooted problems of underspending on 
appropriated funds and high incidences of irregular and wasteful expenditure. To this end, the FFC suggested 
that efforts should be doubled at building capacity of oversight and monitoring bodies, capacitating managers and 
budget officers as these were key to ensuring spending efficiencies.  
 
 
3.3 Human Science Research Council 
 
The Human Science Research Council (HSRC/the Council) in its submission stated that a major cause for high 
attrition and low graduation rates were as a result of inadequate funding. It stated that the national average of 
higher education spending was below that of developed countries and was of the view that rapidly rising tuition 
costs led to high levels of student debt, which in turn, led to high drop-out rates. In terms of academics extending 
their knowledge to external partners, the HSRC submitted that research outputs and outcomes were primarily for 
academic benefit and was seldom of direct benefit to marginalised communities. With regard to extending 
knowledge for inclusive growth, the Council recommended the following: 
 

 Strengthening linkages and find ways for marginalised groups to be part of research processes and to 
directly access university research and innovation; 

 Creating external interface structures and mechanisms to promote participation by communities 
through: service learning and student volunteering; township-based satellite campuses and science 
shops; and technology platforms, Agri-parks and social innovation hubs.  
 

The HSRC further reported on the health budget and public funding priorities to follow the NDP focus areas and 
put forward a case for investing more in Maternal and Child Health, improving the Civil Registration and Vital 
Statistics System (CRVS), Non-Communicable Diseases, and the health systems including the following: 
 

 Human Resources for Health – medical and health sciences training schools which will lead to 
effective deployment and retention; 
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 Building capacity of public health facilities to meet the norms and standards; 

 New health infrastructure with appropriate recurrent expenditure budgets; 

 Strengthening the private sector through capacitating the Council for Medical Schemes (CMS) in terms 
of human resources and funding; and 

 National Health Insurance through scaling up the ideal clinic, Ward Bases Outreach Teams (WBOTS), 
District Clinic Specialist Team (DCST), and supporting processes and monitoring and evaluation 
activities.  
 

The HSRC commended Government for its continued provision for the bulk of the funding in response to the cost 
of national HIV response which was 80 percent. The aforementioned was one of the highest levels of national 
contribution among high priority countries for HIV/AIDS. It further submitted that TB was the leading cause of 
death in South Africa and reported on the treatment outcomes by stating that its cure rate has improved from 55 
percent to 75 percent between 2005 and 2011 whilst the treatment success rate increased from 70 to 80 percent 
over the same period. The defaulter rate decreased from 10 to 6 percent.  
 
With regard to improving governance and benefits to the South African society, the HSRC reported on the public 
satisfaction with different areas of government performance between 2003 and 2015 which included: social 
grants, education, electricity, water and sanitation, refuse removal, access to healthcare, HIV/AIDS treatment, 
affordable housing, land reform, cutting crime and creating jobs. The HSRC submitted that the findings from the 
said survey indicated that the poor, unemployed, those living in informal settlements and less educated continue 
to be dissatisfied with access to basic services. To this end, the HSRC concluded the following: 
 

 The R11.5 billion added to allocations for social grants for inflation and beneficiary growth are 
therefore welcomed; 

 The additional R4 billion reprioritised to local government equitable share for free basic services for the 
poor must be acknowledged; 

 The spending programmes on Education - R93.1 billion on transfers to universities and R41.2 billion to 
the National Student Financial Aid Scheme – will help increase access to tertiary institutions for those 
coming from poor communities; and 

 The R102 billion on water resources and bulk infrastructure is also most welcome against the 
concerns over access to water. 

 
With regard to the economy, the Council commented on the allocative efficiency, funding for infrastructure and 
cost efficiencies and made the following recommendations on the latter: 
 

 Devolution of the built environment responsibilities to the Metropolitan Municipalities to integrate 
decisions regarding housing, transport, land-use and jobs; 

 Development of a new housing policy as the current Reconstruction Development Programme (RDP) / 
Breaking New Ground (BNG) housing model is increasing unviable due to excessive centralisation; 
and 

 Real dilemma of costly compliance procedures to address mismanagement vis-à-vis discretion for 
creativity and efficiency.  
 

3.4 Public Service Commission 
 
The Public Service Commission (PSC or Commission) provided an analysis of expenditure outcomes versus 
performance for all national departments for the 2012/13, 2013/14 and 2014/15 financial years. Based on this 
analysis the PSC highlighted that in general departments are not achieving the planned targets whilst incurring 
high expenditure which could imply that the allocated budget is being utilised for unplanned activities. However 
the PSC noted that this could also be attributed to the merger of departments and movements of programmes 
between departments. The PSC reported that the Departments of Energy, Public Works, Telecommunication and 
Postal Services and Women, Children and People with Disabilities achieved below 50 per cent of the planned 
targets for the 2014/15 financial year. 
 
The PSC also provided an analysis on the 2014 Management Performance Assessment Tool (MPAT) and 
highlighted concerns about the decline in professional ethics as reflected by the partially compliant score for KPA 
2 (i.e. Governance and Accountability). Of more concern, was the stagnation in KPA 3 (i.e. Human Resource 
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Management) which consistently falls below the fully competent level. This related to areas such as organisation 
design, human resource planning, recruitment and Heads of Departments (HODs) Performance Management and 
Development System. With regard to KPA 4 (i.e. Financial Management) it was highlighted that the payment of 
suppliers within 30 days, service delivery mechanisms and the finalisation of disciplinary cases still remain a 
challenge. 
 
With regard to governance issues in the public service, the PSC reported that the 2014/15 audit outcomes 
indicate no improvement in human resource management in terms of the vacancy rate and instability, 
performance management, and consequence for transgressions pointing to inefficiencies in management and 
administrative capacity in departments. Although there was an overall decline in the utilisation of consultants by 
departments, the 2014/15 audit outcomes reflect a significant increase in the usage of consultants for the 
preparation of performance information and IT Services. In relation to these findings, the PSC was of the view that 
there is a need for skills transfer in order to realise a return on investment as well as the need for adequate 
planning and appointment processes, performance management and monitoring of consultants. Although 
compliance with the completion of performance agreements by Heads of Departments (HODs) increased 
significantly from 18 per cent in 2014/15 to 69 per cent in 2015/16, it was still concerning that it is not 100 per cent 
compliance.  Compliance with the financial disclosure framework by senior managers was 74 per cent in 2014/15. 
There was also an increase in the number of cases of financial misconduct finalised by departments between 
2013/14 and 2014/15 and  the amount involved in 2014/15 is R156.3 million of which R29.4 million was not 
recovered by departments. The Departments where amounts not recovered were in excess of R2 million are 
Water and Sanitation, Telecommunications and Postal Services, National Prosecuting Authority, Defence, Labour 
and Agriculture, Forestry and Fisheries.   
 
The number of invoices paid after 30 days has declined however there has been an increase in the amount of 
invoices older than 30 days that are unpaid with an average value of R190.84 million in 2014 to R395.68 million in 
2015. Although the number of employees on suspension decreased between 2013/14 and 2014/15 there was an 
increase in the average number of days that employees are on suspension which suggests that departments do 
not deal promptly with discipline processes thus suggesting inefficiencies in HR processes. The PSC alluded to 
the fact that suspensions affect the wage bill whereby employees are paid whilst on suspension and that acting 
allowances may be also be incurred in relation to this. There has been a decline in the vacancy rate in 
departments from an average of 8.9 percent in 2014/15 to 7.7 per cent in 2015/16 however of concern is the 
increase of 55 per cent in the number of posts that are filled additional to the post establishment from 8 973 in 
2014/15 to 16 295 in 2015/16.  
 
In terms of areas where efficiencies may be realised and opportunities for value for money, the PSC 
recommended that departments should explore the sharing of scarce skills e.g. health professionals employed by 
the Department of Health can provide support to the Department of Correctional Services, and legal support 
services in the Department of Justice can be utilised by other departments to curb the cost of procuring services 
from private sector legal professionals. The PSC also alluded to the review of the Policy and Procedure on 
Incapacity Leave and Ill-Health Retirement and pointed out that savings could be realised in managing ill-health in 
the public service.  The PSC also emphasised that in order to build a capable and efficient state it is imperative 
that human resource management concerns raised by the 2014 MPAT and the AG Report for 2014/15 are 
addressed.  
 
3.5 Department of Human Settlements 
 
The Department of Human Settlements (Budget Vote 38) has been allocated a total budget of  
R30.7 billion for the 2016/17 financial year. The budget comprises of four programmes, i.e. Administration 
(R442.27 million), Human Settlements Policy, Strategy and Planning (R83.06 million), Human Settlements 
Delivery Support (R224.58 million), and Housing Development Finance (R29.94 billion). Although the 
Department’s 2016/17 budget allocation was reduced by R2.51 billion from its baseline or indicative allocation, the 
Department indicated that it is committed to the fiscal consolidation agenda of government and has undertaken 
measures to improve compliance and the regulation of entities to ensure fiscal and programme sustainability. 
 
With regard to improving efficiency and effectiveness in the procurement of goods and services in the human 
settlements delivery value chain, the Department reported that it is reviewing the current procurement and tender 
process for provinces and municipalities with the hope of achieving the following outcomes: 
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 Reduction or elimination of repetitive non-compliance practices and adverse/qualified audit findings 
within the sector;  

 Improved efficiency in Supply Chain Management processes in the sector e.g. utilisation of the 
services of a panel of approved, accredited and verified companies;  

 Shortened procurement period to enable expedited delivery in the Human Settlements sector;  

 Improvement and achievement of transformation in the sector (departmental set-asides for youth and 
women as well as achievement of BBBEE codes); and 

 Improvement in contract management e.g. updated accurate contract register, signed  Service Level 
Agreement linked to performance milestones, settlement of disputes and eradication of poor 
performance 

 
The Department reported that it has an electronic invoice register where invoices received are recorded and 
alluded to the introduction of the same by provinces for tracking purposes and to ensure that the invoice is within 
the payment system until it is paid. Outstanding payments in respect of the Human Settlement Development 
Grant and the Urban Settlements Development Grant are tracked by the Human Settlements forum of the Minister 
and Members of the Executive Council (MinMEC) on a quarterly basis.  The Department highlighted the following 
IGR challenges: 

 Provincial Compliance with Minimum Norms and Standards; 

 Improving prioritization to achieve the MTSF targets and outputs; 

 Achieving buy-in to improve integrated planning, funding and development; 

 Ensuring Municipal adherence to reserve and not dispose of well-located land; and 

 Improving and ensuring provincial and municipal planning, funding and implementation alignment. 
 

The Department’s mitigating measures in addressing the challenges highlighted above include the approval of a 
revised organisational structure which focuses on improving provincial and municipal human settlements targets 
and outputs,  the activation of catalytic projects aimed at increased delivery with the private sector and the 
consolidation of the human settlements Development Finance Institutions to leverage and multiplier current 
funding. The Grant frameworks have also been revised to allow for the identification and reallocation of funding 
from poor performing provinces and municipalities to those that are performing. The Department indicated that 
there is a need for improved coordination and collaboration with National Treasury in this regard. The Department 
also reported that it will regionalise operations to ensure that programme and project planning is aligned to 
funding and the project readiness for implementation and to improve monitoring and evaluation and the quality of 
delivery outcomes.   
 
3.6 Department of Higher Education & Training 

 
The Department of Higher Education & Training (Budget Vote 15) has been allocated a total budget of  
R49.19 billion for the 2016/17 financial year. The budget comprises of six programmes, i.e. Administration 
(R373.67 million), Planning, Policy and Strategy (R71.54 million), University Education (R39.53 billion), Technical 
and Vocational Education and Training (R6.92 billion), Skills Development (R224.53 million), and Community 
Education and Training (R2.07 billion). 
 
The Department’s budget allocation for 2016/17 has been increased from its baseline allocation and this increase 
comprises of R300 million for the zero percent increase in university fees,  a once-off allocation of R2.5 billion to 
the National Student Financial Aid Scheme (NSFAS) for historic debt relief and a R2 billion allocation to NSFAS 
for unfunded continuing and new students. Although the Department’s baseline allocation has been increased, it 
reported that it still has funding pressures and is unable to attain the growth requirements within the post school 
education and training system in terms of enrolments, infrastructure development, increased operations and 
student support. The Department also highlighted operational pressures emanating from the capping of 
compensation of employees which related to monitoring and evaluation and examination services. The 
Department was concerned that such funding pressures militate against the gradual achievement of the MTSF 
and NDP targets. 
 
The Department cited the inadequacy of the NSFAS allocation to fund all qualifying poor students despite the 
significant increase in the 2016/17 financial year. The Department reported that government’s block grant to 
universities covers approximately 40 per cent of operations across the system which thus puts pressure on 
universities to raise funds by increasing student fees. Specific funding pressures were also highlighted in the 
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Technical and Vocational Education and Training (TVET) sector in relation to textbooks, materials, protective 
clothing, and travelling and accommodation. The Department also referred to challenges in skills development 
with regard to artisan development being funded mainly through a grant from the National Skills Fund and not 
voted funds. In terms of Community Education and Training (CET), the Department highlighted funding pressures 
affecting the standardisation of disparate conditions of service, examination systems and the roll-out of the matric-
equivalent qualification for youth and adults. 
 
3.7 Department of Public Works 

 
The Department of Public Works (Budget Vote 11) has been allocated a total budget of  
R6.53 billion for the 2016/17 financial year. The budget comprises of five programmes, i.e. Administration 
(R516.63 million); Intergovernmental Coordination (R31.43 million); Expanded Public Works Programme (R2.32 
billion); Property and Construction Industry Policy and Research (R3.57 billion); and Prestige Policy (R96.09 
million). 
 
In terms of its readiness and strategies to effectively spend the above budget allocation, the Department reported 
the following: 
 

 The Property Management Trading Entity (PMTE) is substantially operationalised and separate 
organisational structures have been developed for the Department and the PMTE; 

 Finalised approach on the use of other government implementing agencies to complement capacity 
shortfall in the PMTE;  

 Key appointments at senior management concluded; 

 Governance, Risk and Compliance (GRC) and Intergovernmental Relations (IGR) branches have been 
operationalised and there have been fundamental reforms of the Supply Chain Management Policies 
which have been categorised into three core streams, i.e. Infrastructure, Properties and Goods and 
Services; 

 The rollout of an integrated Enterprise Resource Planning (ERP) system has been completed 
(Financial management system interface with key operating system for leases, Immovable Asset 
Register and construction); 

 Substantially complete, accurate and reliable Immovable Asset Register (IAR);   

 Develop and review policies for the prestige accommodation portfolio in line with the Ministerial 
Handbook; and 

 Full implementation of the Infrastructure Delivery Management System (IDMS). 
 

The Department further reported on the strategies for effective procurement within the entire public works sector 
during the 2016/17 financial year in terms of the following areas: procurement strategies; value for money; lease 
and property management; good quality service; black economic empowerment; superior contract management; 
infrastructure implementation and maintenance; payment of  suppliers within 30 days; and increased 
transparency.  

With regard to the Expanded Public Works Programme (EPWP), the Department responded to the Auditor-
General South Africa’s findings in the 2014/15 financial year and submitted the following strategies to improve the 
programme’s performance: 

 Effective usage of the Public Employment Programme through the Inter Ministerial Committee (PEP-
IMC) to unblock strategic constraints for the successful implementation of programme; 

 Creating coordination mechanisms under the EPWP that will link to structures at all spheres of 
Government; 

 Developing the funding frameworks conditions and mechanisms for the EPWP;  

 Enhancing technical support to participating Municipalities and concluding agreements between the 
Minister of Public Works, Premiers/MECs of Public Works and Municipal Mayors for the 
implementation of the programme. Also supporting municipalities to develop and endorse the EPWP 
Municipal policy; 

 Monitoring the implementation of the EPWP against its targets and evaluating the impact of the 
EPWP; 

 Designing and implementing a national communication strategy for the EPWP and providing    
guidelines on corporate identity; 
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 Identifying areas for the further expansion of the EPWP and designing programmes for implementation 
of the EPWP in these areas and documenting and publicising best practices in the EPWP; and  

 Establishing appropriate accountability and location thereof in terms of auditing. 
 

The Department also reported that it had conducted preliminary audits for 2015/16 from December 2015 and 
outlined the deviations which have been noted. It further reported that it was audited by AGSA as though it 
created the reports on the work opportunities rather than playing a coordinating role and outlined the initiatives 
undertaken to remedy this. The Department further outlined the areas in which the Committee may assist it and 
highlighted the funding gaps for especially Compensation of Employees, recovery of outstanding debt from client 
departments, and approval of long outstanding unauthorized expenditure incurred between 2007/08 and 2014/15.  
 
3.8 Department of Small Business Development 
 
The Department of Small Business Development (Budget Vote 31) has been allocated a total budget of  
R1.3 billion for the 2016/17 financial year. The budget comprises of three programmes, i.e. Administration 
(R118.08 million), Small, Medium & Micro Enterprises and Cooperatives: Policy & Research (R26.10 million), and 
Small, Medium & Micro Enterprises and Cooperatives: Programme Design and Support (R1.18 billion).  
 
The Department referred to the breadth of its mandate with regard to the promotion and development of small 
business and cooperatives and alluded to the need to find a balance that ultimately prioritises the highest impact 
opportunities in the utilisation of its budget allocation. The Department reported on its organisational readiness to 
spend its allocation and indicated that with effect 1 April 2016 it will function as an autonomous and effective 
administration. This was specifically in reference to the programme review which was undertaken by the 
department which resulted in a new business model following its inherited programme package from the 
Department of Trade and Industry. The Department highlighted key partnerships that it has formed with other 
departments and the private sector for effective support of Small, Medium and Micro Enterprises (SMMEs) as well 
as its support programmes such as the Enterprise Incubation Programme for improving growth and sustainability.  

 
4. Inputs from the Public in response to the advertisement calling for submissions 
 
4.1 Congress of South African Trade Unions 
 
The Congress of South African Trade Unions (COSATU) in its written submission appreciated the difficult 
economic, fiscal and expenditure constraints and environment that faces not only government but in fact South 
Africa as a whole. It also applauded Government for not increasing Value-Added-Tax despite intense pressure 
from various stakeholders however it did not support tax increases upon lower and middle income workers. 
COSATU further expressed concern at the misguided attacks upon public servants for simply wanting to earn a 
decent living wage and implored Government to engage with unions through the Public Service Bargaining 
Council on conditions of service. COSATU appreciated Government’s commitment not to freeze critical public 
service posts vacancies, e.g. nurses, doctors, teachers and police officers as well as the latter’s recognition that 
an austerity at the expense of economic stimulus and growth approach will be counterproductive. It also 
commented on the economic outlook, revenue proposals and departmental expenditure.  

In terms of expenditure, COSATU commended Government for not applying a full-on austerity budget and its 
need to drive infrastructure and stimulate the economy and maintain critically needed delivery and social services. 
However it expressed disappointment that some key delivery departments have seen expenditure cuts whilst 
other departments which perform less critical functions have seen significant increases. COSATU further 
welcomed and supported Government’s efforts to reduce wasteful expenditure but expressed the view that all 
government departments at all three spheres needed to play their part in this regard. With regard to departmental 
allocations, COSATU highlighted the areas where there were successes and where improvements were needed 
as indicated hereunder.  

DEPARTMENT COSATU COMMENTS 

Cooperative Governance 
and Traditional Affairs 

 

COSATU welcomed the increase in allocations to local government and supported 
the merger of 21 struggling municipalities. However it was of the view that this 
alone will not solve the dysfunctionality of too many municipalities and suggested 
that District Councils should be merged with local municipalities.  It further stated 
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that sufficient funding needs to be provided to municipalities, in particular those in 
rural areas with an insufficient rates base to be self-sufficient and that National 
Treasury should play a more hands on role in municipal financial and procurement 
management. 

 

Whilst appreciating government’s efforts to create jobs, COSATU remained deeply 
concerned that government’s Community Works Programme is replacing 
permanent decent municipal jobs with temporary minimum wage work.  COSATU 
appreciated the role that traditional leaders can play in rural communities.  
However argued that South Africa is a democratic unitary state with one legal 
framework and such found the 55% increase in funds allocated to traditional 
leaders as deeply worrying.   

Home Affairs 

 

COSATU welcomed the additional staff to be appointed to manage immigration 
and supported the creation of a single border management department, however 
pointed out that this must be located within the public service and not an agency 
outside the public service. COSATU appreciated the need for government to be 
held accountable to voters, however was of the view that it may be time to debate 
whether we should continue to hold national and provincial separately from local 
elections as this is a massive duplication of costs and resources.   

International Relations 
and Cooperation (DIRCO) 

 

COSATU submitted that it is alarmed by the massive 20 percent increase in 
funding for DIRCO and questioned whether DIRCO is playing a sufficient role in 
promoting and increasing South African exports which required greater emphasis 
and accountability. COSATU further remained concerned by the average R150 
million spent on consultants by DIRCO each financial year and the massive 60 
percent budget overspending in the construction of DIRCO’s Embassies in 
Tanzania and Malawi.  It submitted that National Treasury must introduce strict 
controls and guidelines to stop such out of control expenditure.  

National Treasury 

 

COSATU appreciated the objectives of the Jobs Fund but was of the view that it 
could achieve more than the anticipated 90 000 jobs. COSATU submitted that it 
remains strongly opposed to the Employment Tax Incentive as National Treasury 
cannot indicate how many of these are new or existing jobs or how many older 
workers were displaced by young workers due to tax confidentiality laws. However, 
COSATU stated that the overwhelming majority of the tax subsidy has gone to 
labour brokers. 

 

COSATU welcomed the work of the Chief Procurement Officer to rein in the 
runaway costs of building new schools and reduce this from R70 million to R35 
million however urged that these savings must not come at the expense of decent 
quality schools fit for learning.  

 

Whilst COSATU supported South Africa’s membership to the BRICS, it was of the 
view that we must question if we can afford to contribute R14.8 billion towards the 
BRICS’ New Development Bank when we are asking public servants to tighten 
their belts. 

Public Enterprises 

 

COSATU questioned the role of this department and implored the Ministry of 
Public Enterprises to table its Shareholder Management Bill as a matter of the 
utmost urgency. It further stated that strategic SOEs like Eskom, Transnet, Telkom 
and the Post Office cannot be privatised as these have key developmental 
mandates to deliver upon which will be discarded if they are to be privatised.  
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COSATU further welcomed the proposal to merge South African Airways and SA 
Express but was of the view that this should also include Mango and that it must 
be done on the basis that there will be no retrenchments of workers. 

Public Works 

 

Whilst appreciating government’s efforts to create jobs, COSATU remained deeply 
concerned that government’s Expanded Public Works Programme is replacing 
permanent decent municipal jobs with temporary minimum wage work.   

Basic Education 

 

COSATU was of the view that the South African Schools Act which allows children 
to leave school at the young age of 16 should be reviewed as these learners will 
not be able to find decent work.  It expressed the view that the said Act must be 
amended to make it compulsory to remain in school and complete matric.   

 

Whilst COSATU welcomed the department’s literacy programmes and plans to 
recruit and train volunteer educators, it was of the view that these should be made 
permanent decent jobs and that Government must move faster to expand early 
childhood education. It further stated that whilst government’s plans to improve 
school infrastructure are welcomed, its silence on when it will eradicate mud 
schools, ensure all schools have decent sanitation and infrastructure, a safe 
environment and end overcrowding was a cause for concern. 

Higher Education and 
Training 

 

COSATU strongly applauded the massive work government has done to increase 
the NSFAS funding from R3 billion in 2009 to the current R10 billion as well as the 
opening and expansion of Mpumalanga and Sol Plaatje Universities and the 
building of new residences for students.  COSATU further strongly supported the 
student and workers demand for free tertiary education for lower and middle 
income families’ children.   

Health 

 

COSATU welcomed government’s release of the draft National Health Insurance 
(NHI) White Paper and urged the speedy implementation of the NHI.  However it 
remained concerned that insufficient resources are being allocated to upgrade 
public hospitals and clinics in the meantime and that this will hamper efforts to 
achieve the NHI in the end.   

Social Development 

 

Whilst COSATU welcomed that government has not reduced social grants, it urged 
government to honour its pledge to release the long awaited discussion paper on 
comprehensive social security for engagement. It also expressed its concerns 
about the department’s continued reliance upon consultants and excessive 
travelling budget. 

Police 

 

Whilst COSATU welcomed the increased budget for the South African Police 
Service (SAPS) and government’s commitment not to freeze police posts, it was of 
the view that the R2.6 billion being spent on bodyguards for public representatives 
is excessive. 

Agriculture, Forestry and 
Fisheries 

 

Whilst COSATU welcomed the funds allocated to support 145 000 emerging 
farmers per annum and the commitment to create 9 000 jobs in the agricultural and 
maritime sectors, it was of the view that more needed to be done to support the 
sustainability and expansion of the agricultural sector as a whole.  It further 
suggested that the Department needs to engage the Department of Higher 
Education to expand the veterinary sciences faculties in South African universities.   

Economic Development 

 

COSATU appreciated the excellent work this department has done in supporting 
economic development and job creation and protecting jobs.  However it remained 
concerned that the allocated R674.7 million was insufficient to make a significant 
impact that the economy needs. Despite the limited funding, COSATU welcomed 



 18 

the 56 774 jobs that the IDC will help protect and create over the medium term. 

Energy 

 

COSATU expressed its concern that government is pushing ahead with expanding 
nuclear energy and has allocated R1 billion to it in 2016/17 and it suggested that 
Government must cancel its nuclear energy expansion plans and shift those funds 
towards expanding our renewable energy base. It further expressed concern at the 
continued tariff increases by Eskom and suggested that Government works with 
electricity intensive industries to ensure that they conserve electricity but have 
enough to remain productive and keep workers employed.   

Environmental Affairs 

 

COSATU appreciated the department’s job creation programmes and efforts to 
protect the environment and wildlife and urged Government to allocate more to the 
department to ensure that we meet the correct objectives that government agreed 
to in Paris in 2015.  It pointed out that it is working class communities which bear 
the brunt of pollution and climate change and that government needed to take 
action other than taxes and policies. It was of the view that taxes can be used to 
incentivise business to become environmentally friendly, but these additional 
charges must not then be passed on to consumers or workers. 

Labour 

 

COSATU submitted that this department is currently insufficiently resourced to fulfil 
its mandate and the placing of only 5 229 work place seekers in jobs was far too 
low. To this end, COSATU argued that a plan needs to be put in place. It further 
welcomed the department’s Unemployment Insurance Amendment Bill which will 
significantly expand access to the Unemployment Insurance Fund.   

Telecommunications and 
Postal Services 

 

COSATU questioned the fragmenting of the Communications department into two 
different departments and recommended that the South African Post Office needs 
to be assisted to get onto a sound financial footing. It further submitted that the 
Department must act on the corruption the Communications Workers’ Unions has 
exposed in the Post Office. 

Tourism and Trade and 
Industry 

 

COSATU submitted that Tourism has grown rapidly to become the largest sector of 
the economy and a key source of jobs and is of the view that more resources 
should be allocated to this department to further stimulate local and international 
tourism and to expand the role of SMMES in townships to participate more 
actively.  With regard to Trade and Industry, COSATU submitted that this 
Department has worked tirelessly to grow local industries, increase exports and 
protect and create local jobs therefore it questioned the cut to its budget by 14% 
over two years. 

Transport 

 

Whilst COSATU welcomed the increased allocations to boost passenger and 
freight rail transport and metro bus services, it was of the view that Government 
needs to act decisively to address the crisis in the Passenger Rail Agency of South 
Africa (PRASA) and to provide more support to the taxi industry.  COSATU 
submitted that it will not accept the privatisation of access to public roads and that 
Government must accept e-Tolls have been rejected by voters.  Furthermore, the 
department must act on its long awaited scholar transport commitments as too 
many rural and farm children must still walk long distances to schools. 

Water and Sanitation 

 

COSATU welcomed government’s increased focus on addressing the water crisis.  
However it was concerned that government focused solely on big infrastructure 
projects such as dams and ignoring the massive maintenance backlogs across the 
majority of municipalities.  It further stated that Government must find new ways of 
encouraging water conservation and strongly supported Government’s plan to train 
15 000 plumbers as part of these efforts. 

Human Settlements  COSATU commended government for the significant increase in the housing 
allocation from R30 to R36 billion over two financial years but was of the view that 
a debate was needed on the best approach to solving the housing shortage. It 
further stated that Government and municipalities need to address the lack of basic 



 19 

services in the majority of informal areas.  

 

4.2  International Budget Partnership Summary of inputs received via the online tool 
 

The International Budget Partnership submitted the results of its online tool which was rolled out at the time of the 
tabling of the 2016 Budget. The online tool served to provide an opportunity to the public to weigh in on the five 
biggest increases and five biggest cuts to programmes in the 2016/17 Budget. The tool also provided for public 
input on projects currently not funded in the budget or those deemed to be under-funded. The online budget tool 
received 204 submissions. The results were subsequently sent to the Committee. The following is a summary of 
the results:  
 

 With respect to the 2016 budget increases, approximately one-quarter of the total support went to the 
proposed increase in funding for poor students to study at universities and for increased subsidies to 
universities. A slightly lower share of the total support, at 23.5 percent, went to the proposed increase 
in funding for social grants, to both increases in the size of the grants and the number of people 
receiving grants. 
 

 With respect to 2016 budget decreases, 27.1 percent of submissions supported the R3 billion 
reduction in transfers to various parastatals and state-owned enterprises, as well as the reduction in 
money allocated for operating expenses in South African embassies and consulates abroad. 
 

 With respect to proposals on programmes that should receive additional funding, the funding for the 
provision of transport to scholars who are currently walking more than five kilometres to the nearest 
school received around 26 percent of the overall support, while around 25 percent of support went to 
the funding of adequate remuneration for qualified teachers in Early Childhood Development Centre. 
 

 In summary, the online submissions showed high support to additional funding for poor university 
students and for social grants, though were slightly less supportive about additional funding for the 
Community Works Programme and the interventions related to HIV/AIDS. There was also strong 
support for the reduction in funds set aside for supporting state-owned enterprises and expenses 
related to South African missions abroad though the online submissions were not supportive of budget 
reductions in the funding for employment creation projects such as the Jobs Fund.  
 
 
 
 
 

5. Committee Findings and Observations 
 
Having considered all the submissions made by the above stakeholders on 2016 Appropriation Bill, the Standing 
Committee on Appropriations made the following findings and identified the following areas of concern:  
 
In terms of the overall thrust of the 2016 Appropriation Bill   
 
5.1 The Committee welcomes the 2016 Appropriation Bill and the fact that spending needs have been 

allocated for without compromising expenditure limits. The Committee notes the efforts undertaken in 
ensuring that reductions in budgets will not adversely affect service delivery to poor South Africans. 

 
5.2 The Committee notes budget pressures indicated by departments during the hearings on the Bill and the 

negative effect these pressures might have on the ability to attain Medium Term Strategic Framework 
(MTSF) and the National Development Plan (NDP) targets. The Committee is of the view that the principle 
of doing more with less should become the central ethos of departments and public entities as meeting the 
challenge of radically transforming the economy and the achievement of targets contained in the National 
Development Plan is a fundamental imperative in efforts to uplift the lives of the poor and vulnerable; and 
protect the welfare of South Africans.    
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5.3 The Committee supports the measures introduced in the 2016 Appropriation Bill to improve the spending 
performance of departments and emphasises the role of Accounting Officers in the implementation of 
spending measures that eliminate waste and cost inefficiencies. The Committee also supports the ceiling 
on the compensation of employee’s budgets of all national votes. The Committee views the principles of 
allocative efficiency and value for money as key in sustaining service delivery within the current challenging 
economic environment. 
 

5.4 The Committee welcomes the proposed measures to improve asset management through assigning priority 
focus on maintenance and rehabilitation projects so as to reduce maintenance backlogs and curtail the 
demand for new assets. The Committee reiterates that improvements in asset management practices is 
critical in enhancing the functioning of current state infrastructure assets and ultimately reducing overall 
service-delivery costs. 

 
With regards to the budget principles of efficiency, effectiveness, economy and fairness   

 
5.5 The Committee commends the progress made by the Office of the Chief Procurement Officer (OCPO) in 

the introduction and implementation of reforms that can result in cost-effectiveness and efficiencies in 
public sector procurement thus facilitating the realisation of government’s fiscal consolidation agenda of 
doing more with less. The Committee welcomes the responsiveness of departments to these reforms and 
will continue to monitor conformance thereto. The Committee also notes that a Draft Public Procurement 
Bill shall be introduced in the near future and that this Bill seeks to establish a legal framework within which 
the OCPO can accelerate the modernisation of the public procurement function and facilitate broader 
reforms.  
 

5.6 The Committee is concerned about the disjuncture between the spending outcomes of departments versus 
the performance targets attained over the past three financial years as reflected by the analysis of the 
Public Service Commission (PSC). This suggests that departments could be spending budget allocations 
on unplanned activities. The Committee also acknowledges that this could be attributed to improper target 
setting in the planning process. The Committee is of the view that all spending by departments should be 
aligned to MTSF targets as contained in departments’ strategic plans and annual performance plans. The 
Committee will continue to engage with National Treasury, the Department of Planning, Monitoring and 
Evaluation (DPME) and the Parliamentary Budget Office to gauge the cascade of planning and the 
reflection of the progress on the implementation of the NDP and MTSF in expenditure outcomes.   
 

5.7 The Committee welcomes work underway in ensuring that failure to pay suppliers within 30 days will result 
in the application of punitive measures. The Committee views the non-payment of suppliers by government 
departments as having a negative impact on the economy specifically on the operations of Small, Micro 
and Medium Enterprises (SMMEs).  
 

5.8 The Committee remains concerned with ongoing challenges in budget implementation with underspending 
on appropriated funds. The Committee notes the Financial Fiscal Commission’s submission that spending 
inefficiencies in all spheres of government can be attributed to a number of factors including poor planning, 
lack of effective consequence management, poorly qualified managers and lack of effective monitoring and 
oversight institutions. The Committee supports recommendations that seek to improve efforts at building 
capacity of oversight and monitoring bodies; and capacitating managers and budget officers.  
 

5.9 The Committee recognises the importance of coordination efforts across state agencies and the three 
spheres of government, it is of the view that the duplication of such efforts compromises cost efficiency and 
effectiveness. The Committee therefore supports the Public Service Commission’s (PSC) recommendation 
that Departments should explore the sharing of scarce skills, such as sharing the legal support services in 
the Department of Justice and Constitutional Development to curb the cost of procuring services of legal 
professionals from outside the public service.  

 
With regards to the focus area of education, training and skills development  
 
5.10 Notwithstanding, the additional allocation of R24.1billion in the medium-term for the post-school education 

and training sector, the Committee acknowledges the funding pressures facing the sector and is concerned 
about the impact of these pressures on the attainment of the NDP goals. The Committee also notes that 
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these funding pressures cannot be accommodated in the fiscus given the constrained growth environment. 
The Committee is aware of the collaborative efforts of the National Treasury, the Department of Higher 
Education and Training (DHET) and the Department of Planning, Monitoring and Evaluation in researching 
alternative funding sources and will apply itself on the outcomes of this exercise after finalisation. The 
Committee also welcomes the Presidential Commission of Enquiry into funding higher education and 
training and the feasibility of free higher education and hopes it goes a long way towards addressing long 
term problems confronting the sector.  
 

5.11 The Committee is concerned about the higher than inflation growth in university fees as well as the faster 
pace of this growth in comparison to the growth in National Student Financial Aid Scheme (NSFAS) 
allocations and welcomes the establishment of the task team under the Council of Higher Education to 
investigate the cost drivers of this growth and develop a regulatory framework for setting university fees 
and fee increases in the future.  
 

5.12 With specific reference to the funding pressures highlighted by the DHET for the purchase of textbooks, 
material and protective clothing for the Technical  and Vocational Education Training (TVET) sector, the 
Committee is of the view that the Department should collaborate with the OCPO to discuss smart 
procurement strategies for purchase of such goods.  
 

5.13 The Committee is pleased that DHET is implementing its recommendations as per its 2015 MTBPS 
recommendations and that work is underway in policy areas such as the implementation of revised grant 
regulations and phasing in efficiency measures in the Skills Education Training Authorities (SETAs); and 
processing plans for funding the “missing middle” higher education students, developing a comprehensive 
communication strategy to target students and parents on all aspects pertaining to student funding and 
possible financing options. The Committee will be motoring these initiatives closely. 

 
5.14 The Committee notes The HSRC’s submission that it was critical for academic institutions to extend their 

knowledge to external partners for socio-economic development. The Committee is of the view that there is 
a need to strengthen linkages and find ways for marginalised groups to be part of research processes and 
to directly access university research and innovation. Possible interface structures and mechanisms to 
promote participation by communities can include service learning, student volunteering, township-based 
satellite campuses, science shops, and social innovation hubs.  
 

With regards to accelerating economic growth, infrastructure investment, and job creation  

5.15 The Committee strongly condemns the destruction of school infrastructure during protest action in Vuwani 
and strongly condemns these actions. The Committee is of the view that the damage of school property will 
have a negative effect on education services in the area as the destruction of school infrastructure also 
includes the destruction of school records, books and school furniture. This undermines the budget’s ability 
to drive government efforts at improving the quality of education of our learners.   

 
5.16 The Committee views the effective implementation of Expanded Public Works Programme (EPWP) as a 

strategic policy imperative especially in our low growth economic environment. The Committee is 
concerned about the low achievement of EPWP targets by implementing bodies as well as the findings 
made by the Auditor-General South Africa (AGSA) in its audit opinion on the programme. Furthermore, the 
Committee is concerned about the reported politicisation of recruitment of EPWP participants. However, the 
Committee welcomes efforts by the Department of Public Works in addressing the findings made by AGSA 
on the EPWP and enhancing funding frameworks and technical support for the implementation of the 
programme. 
 

5.17 The Committee emphasised the need for a more strategic and cohesive relationship between the 
Department of Small Business and Development and the OCPO so as to ensure that the state’s R500 
billion procurement budget benefits small businesses and co-operatives. Moreover, the Committee is of the 
view that the Department of Small Business Development should enhance partnerships with the 
Department of Public Works, the higher education sector, high technology private sector partners, and state 
research institutions.    

 
With regards to improved public service 
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5.18 The Committee notes that although the 2014/15 audit outcomes reflect that the utilisation of consultants by 
departments has declined, there is a significant increase in the use of consultants for the preparation of 
performance information and Information Technology (IT) Services. The Committee is of the view that the 
use of consultants should result in the transference of skills to the departments. The Committee also 
supports the PSC’s recommendation for the sharing of skills within the public sector for instance the pooling 
of skills from State Information Technology Agency (SITA) and DPME in the areas of performance 
information and IT services.   
 

5.19 The Committee is concerned about poor human resource management practices, systems and processes 
in departments as pointed out in the 2014 Management Performance Assessment Tool. The Auditor-
General’s Report of 2014/15 with regard to increases in the average days employees are suspended, 
performance management, the vacancy rate, and no consequences for transgressions is also a serious 
cause for concern. The Committee is of the view that poor human resource management practices 
contribute to the escalation of the wage bill, compromise public service productivity and output and 
undermine the principle of efficiency and effectiveness.  The Committee also notes the indication by PSC 
that the review of the Policy and Procedure on Incapacity Leave and Ill-Health Retirement could derive 
savings in the management of ill-health in the public sector.  

 
6. Recommendations  
 
The Standing Committee on Appropriations, having considered the briefings and comments by stakeholders on 
the 2016 Appropriation Bill, recommends as follows: 

 
6.1 That the Minister of Finance and the Minister in the Presidency for Planning, Monitoring and    Evaluation 

should consider the following:  
 

6.1.1 That National Treasury and the Department of Planning, Monitoring and Evaluation assess targets 
contained in the Medium Term Strategic Framework that are at risk and develop measures and 
interventions to ensure the attainment of these targets.   

  
6.1.2 That National Treasury and the Department of Planning, Monitoring and Evaluation provide assistance and 

guidance to departments where there is a disjuncture between spending outcomes and the performance 
targets attained with special emphasis on fiscal dumping in the last quarter which is often not in line with 
the departmental strategic plans. This should include proper target setting and ensuring that performance 
measures adhere to the Specific, Measurable, Achievable, Realistic and Timely (SMART) principles.   

 

6.2 That the Minister of Finance ensures the following: 
 

6.2.1 That National Treasury identifies departments that consistently do not comply with legislation and 
regulations related to proper financial management and put in place mechanisms to prevent repetition.   
 

6.2.2 That National Treasury partner with the Department of Higher Education and Training to develop smart 
procurement strategies for the purchase of learning materials such textbooks and protective clothing for the 
Technical  and Vocational Education Training sector. 

 

6.3 That the Minister of Small Business Development ensures the following: 
 
6.3.1 That the Department of Small Business Development in partnership with National Treasury collaborate on 

ensuring that the government’s procurement budget benefits small businesses and co-operatives.    
 
6.3.2 That the Department of Small Business Development in partnership with the Department of Public Works 

collaborate on ensuring that the management of government’s property portfolio benefits small businesses 
and co-operatives.    
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6.3.3 That the Department of Small Business Development in partnership with the Department of Higher 
Education and Training collaborate on ensuring that the research agenda of higher education institutions 
responds to the needs of small businesses and co-operatives.    

 

6.4 That the Minister of Public Works ensures that the Department of Public Works implements best practice in 
the implementation of the Expanded Public Works Programme that adhere to the principles of fairness and 
equity so as to allow for the continued strengthening of social cohesiveness.   

 
7. Committee Recommendation on the Bill 

 
The Democratic Alliance tabled proposed amendments to the 2016 Appropriation Bill which were rejected 
by the Committee.  
 
Notwithstanding the recommendations in section 6 above the Standing Committee on Appropriations 
recommends that the National Assembly adopts the 2016 Appropriation Bill [B3-2016], without 
amendments.  

 
Conclusion 
 
The responses to the recommendations as set out in section 6 above by the relevant Executive Authorities 
must be sent to Parliament within 60 days of the adoption of this report by the National Assembly.  
 
The Economic Freedom Fighters objected to the report, and the Democratic Alliance reserved its right to 
accept the report.  
 
 
Report to be considered.  
 
 
 
 
 
 


