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NUMSA SUBMISSION ON THE 2014 BUDGET TO THE JOINT MEETING OF THE STANDING AND SELECT COMMITTEE ON FINANCE
04 MARCH 2014
Introduction
The National Union of Metalworkers of South Africa (NUMSA) welcomes the opportunity to engage with government on the 2014 Budget delivered to parliament on the 26 February 2014. It is without question that the Budget must be premised on the absolute principle that government priorities and spending must at all times be fundamentally geared towards reducing unemployment, poverty and inequality.
Governments’ wasteful expenditure

We welcome the measures in the Budget to reduce costs and eliminate wasteful expenditure. The proposed measures to reduce expenditure such as travel and catering costs will ensure that government departments no longer squander tax payers’ monies on frivolous expenses.  Although these proposed measures are a welcome step in the right direction, we believe that they are minimal and that more severe measures are required to deal with the far more pressing problems of corruption, fraud, misappropriation of public funds and non-compliance with procurement policies and regulations. 
Wasteful expenditure on consultants
We are pleased to see that the Auditor General of South Africa’s (AGSA) report on the indiscriminate use of consultants by national, provincial and municipal government departments totalling some R102bn over the previous financial years (2008-9; 2009-10 and 2010-11) has finally caught the attention of the Minister. Reporting for Eye Witness News, Lindiwe Mlandu says that ‘government spent R33.7 billion on consultants in the last financial year’. The Minister’s announcement that there will be reductions on expenditure on consultant services is therefore welcomed by the union.

Further to this, given the tight financial situation the country finds itself in, the Minister’s proposals to combat excessive consultancy fees should be reinforced by a thorough evaluation of all projects. Government would do well to take the advice of the Executive Director of the Community Agency for Social Enquiry (CASE) who said:

“Not everything should be done by a consultant and I would also argue that not everything can be and should be done by government ... More importantly, there are some things that I think government can’t do and should not do. For example, projects should be managed from inside government and handing over the management responsibility to consultants is wrong. But measuring government performance for example, that can’t be done by government itself. That is where you do need people on the outside to be able measure government’s performance”.  (Mlandu, October 2013)
Fighting Crime and Corruption

Minister Gordhan says that ‘the  Office of the Accountant-General has undertaken 27 forensic reviews over the past 12 months, leading to both criminal investigations and internal disciplinary action’. 
According to a report published by Corruption Watch
, 5485 reports of alleged corruption were received since the organisation was launched in January 2012, and 2262 reports were received in 2013 ‘with a marked improvement in overall reporting quality’. The report highlighted corruption in government, as well as the top four sectors in corruption reports in 2013. While schools topped the list as the most corrupt sector (38%), irregularities in the procurement process, embezzlement of funds, school governing body maladministration and corruption in employment have put our schools at risk. 
NUMSA would like the Minister to take note of the words of David Lewis, the Executive Director of Corruption Watch:

But very troubling dark spots remain ... those who have followed the Nkandla saga, or the doings of Minister Tina Joemat-Pettersson or the former Minister of Communications , Dina Pule, will conclude that with the right political connection you could get away with anything. (Corruption Watch Report, www.corruptionwatch.org.za )
The NDP 

Recently the South African Reserve Bank raised interest rates to prevent the further weakening of our currency. However, relaxation of exchange controls, deregulation of the markets and the banks preoccupation with international credit rating agencies confirm that the country is well on its way to implementing the National Development Plan.
The Budget makes it abundantly clear that the NDP is being firmly entrenched as the bedrock of the country’s fiscal policy framework. This is in spite of the fact that the NDP seeks to perpetuate the failed neo-liberal macroeconomic policies which have been pursued since the inception of GEAR. In the foreword of the MTBPS it is clearly stated that one of the key goals of the country’s fiscal stance is to reignite growth. However, the policy prescriptions of the NDP will not advance this goal but will instead ensure greater de-industrialisation of the South African economy. 

The adoption and bulldozing of the NDP as the bedrock of the country’s development strategy will guarantee the further de-industrialisation of the South African economy which is extremely disappointing. After 20 years of democracy we have witnessed the liberalisation of our economy and the imposition of several macro-economic policies that have continuously called for wage restraint, the deregulation of the market, labour flexibility, the use of labour brokers and the erosion of collective bargaining gains. For some the material benefits after apartheid have just got better but for the vast majority of South Africans income levels have widened followed by rising levels of unemployment, poverty and socio-economic exclusion. 

Budget Deficit

In outlining proposals for the fiscal policy framework the Minister has called for the need to narrow the budget deficit from 4 per cent in the current year to 2.8% per cent over the medium term in order to stabilise public debt and ‘contain spending growth on wages and goods and services’. Such a policy pronouncement is inappropriate in the prevailing challenging economic environment that the country finds itself in.  During an ongoing crisis of the sort we remain within, deficit spending should rise to make up for a stagnant private sector by all accounts and in order to ensure the country’s developmental needs are meet.

The union’s sentiments have been echoed by the recently released Trade and Development Report released by the United Nations Conference on Trade and Development (UNCTAD)which presents a more balanced analysis of the global economic crisis and its impact on both developed countries as well as on developing and transition economies. In outlining the pitfalls of export led growth, the UNCTAD report argues that ‘development strategies that give a greater role than in the past to domestic demand for growth can be pursued by all countries simultaneously without beggar-thy-neighbour effects, and without counterproductive wage and tax competition’. The report is further critical of some of the short term measures such as ‘compression of labour costs and fiscal austerity’ that have been adopted by many of the world’s leading economies and argues against proposals for ‘more flexible labour markets, lower social security coverage and a smaller economic role for the State’.
In his MTBPS the minister outlined that it will decrease the wage bill by restraining growth in administrative posts in the education, health care and criminal justice departments. This announcement is especially disconcerting because these departments continue to underperform because of a lack of adequate personnel. The drive of Treasury to decrease the budget deficit at the cost of service delivery is appalling to say the least. We cannot expect to address the challenges that we confront in schools and hospitals if they are not adequately staffed.

Chief Procurement Office and Parliamentary Budget Office (PBO)

In our submission on the 2013 Budget, NUMSA welcomed proposals to establish a Chief Procurement Office and the establishment of the Parliamentary Budgetary Office which will assist Parliament in ensuring that fiscal policy is aligned to government’s five priorities of education, health, rural development and agrarian reform, taking forward the fight against crime and creating decent work. Apart from appointing Professor Mohammed Jahed to oversee the establishment of the PBO, the relationship between the PBO and the general public is unclear. Whether the PBO is there to rubber stamp government budgetary decisions or include in its mandate the task of listening to community voices on matters of the fiscus remains vague. 
Job Creation and Youth Tax Incentive

The Minister says that 56 000 beneficiaries have been recorded since the implementation of the youth tax incentive but he fails to tell us whether these ‘subsidised’ jobs are newly created jobs, or jobs that would have been created anyway (deadweight jobs), workers displaced in the process of creating these jobs and whether these subsidized workers have access to benefits and conditions of employment that go beyond the prescribed minimum benefits such as UIF. 

As Numsa we continue to hold the view that a youth wage subsidy or employment tax incentive will be used by ruthless employers to keep an army of young workers permanently employed on a part-time basis and on measly wages, and replace secure and better paying full time jobs currently held by older workers. This will reverse the gains made since 1994 to ensure decent work for all South Africans.
We are also stunned by government’s attempt to reinstate the youth wage subsidy under the guise of a Employment Tax Incentive Act. This is unacceptable. We remain opposed to a youth wage subsidy or any other iteration of a youth wage subsidy and have publicly voiced our opposition to the Act in support of our S77 application at NEDLAC. 
NUMSA is equally disappointed that officials of Treasury have relegated NEDLAC to a labour desk and see no purposeful use of the council to resolve the current impasse between COSATU and Treasury. To ram the bill through the legislature without due regard to process and by completely ignoring the submissions of COSATU, NUMSA and SACTWU the Department of Treasury has confirmed its support for the conservative economic policies of the International Monetary Fund and its attack on the working class of this country. 
NUMSA has consistently called for decent jobs and we will continue with our campaign to Strike for youth jobs … Against false solutions!
Social Grants

While the old age and disability grant has been increased by about 6% (from R1270 to R1350), the foster care grant (R800 to R830) and the child support grant (R300 to  R310) have received increases well below inflation with adjustments of 3.75% and 3.3% respectively. This has been the trend for several years and with the current rate of unemployment (34% according to latest figures released by Stats SA), the responsibility of providing a livelihood for multiple households becomes onerous. 

With the current rate of inflation (5.8%) expected to rise to about 6% in the second quarter of 2014 and rising food and transport costs, the Labour Research Service (LRS Inflation Monitor, January 2014) argues that:

The continuation of food price increase will put lower paid workers and unemployed consumers under enormous pressure ... The most affected will be the unemployed who don’t have a regular income and pensioners who get grants from government.
Health

While the Minister highlighted some of the achievements (2.5 million people have access to the anti-retrovirals), a White paper on the NHI to be released shortly and R1.2bn for piloting general practitioners contracts, the Centre for Rural Health
 argues that the provision of health care in rural areas is inadequate:

· Lower utilization health care services due to transport and distance 

· Of poor households, 15% live more than an hour from the closest clinic and 20% live more than an hour from the closest hospital 

· Catastrophic transport costs for 15% of people seeking outpatient care in rural areas

· In addition to geography basic care often not available, due to:

· Inadequate infrastructure  

· Unreliable supply of medicines (regular stock-outs)

· Lack of ambulatory care

· Maldistribution of health care professionals (38 % of population  but only 12% of the doctors and 19% of nurses)

· Large inequities persist within public health expenditure
Citing from Econex Health Reform Note 8, the Centre for Rural Health says that South Africa’s regional distribution of doctors per 100, 000 (both private and public) are located as follows:  Limpopo Province (17), NW (20), E Cape (31), N Cape (37) Mpumalanga (50), KwaZulu-Natal (53), Free State (55) while the highest number of doctors are to be found in Gauteng (102) and the W Cape (135). This is problematic given that too few doctors are located in provinces that are geographically rural. The Centre for Rural Health argues that the ‘NHI development must be revisited with rural-proofing in mind … and that care must be free at the point of service delivery’.  
Education

In his budget speech the Minister highlighted the achievements of government (increase in Grade R learners, bursaries and the School Nutrition Programme) and acknowledged that ‘improvements in education are critical’.  However, we are extremely disappointed to observe that the schools infrastructure backlogs programme will be completed over a five year period instead of three years. 
According to a recent report released by the Public Service Accountability Monitor (PSAM) on the provision of education infrastructure in the Eastern Cape: 

the Department of Basic Education has thus far failed to meet its targets for mud school eradication projects as administered by the Accelerated Infrastructure Delivery Initiative (ASIDI). The plan is now scheduled to be completed over a 5 year period as opposed to the original 3 years. (Kota, 2013)
Other shortcomings highlighted in the report include:

· Teacher shortages

· Unavailability of operational plans for 2013/2014

· School Nutrition Programme (SNP) – no specific targets outlined in the Departments Annual Performance Plan to enhance local food production:

The SNP, being a conditional grant, has a limited timeframe and the Departments failure to set targets to enhance sustainable, local food production to supplement the SNP decreases the chances of schools becoming independent of the grant. 

Recently the Legal Resource Centre representing the Centre for Child Law and seven Eastern Cape school lodged a successful application in the Eastern Cape High Court in Mthatha on the DoE’s failure to provide ‘adequate age and grade appropriate school furniture’. The judge ruled as follows:

The state’s oblig​a​tion to pro​vide basic edu​ca​tion as guar​an​teed by the con​sti​tu​tion is not con​fined to mak​ing places avail​able at schools, Judge Goosen said. It nec​es​sar​ily requires the pro​vi​sion of a range of edu​ca​tional resources: schools, class​rooms, teach​ers, teach​ing mate​ri​als and appro​pri​ate facil​i​ties for learn​ers. (Business Day, 23 Feb 2014)
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Herald Port Elizabeth

In a damning indictment of the Eastern Cape Education Department, one primary school in Pearston has been forced to squash a staggering 123 young pupils into a single classroom because of the crippling teacher shortage. 
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Infrastructure 

The union is pleased with the announcement that the rollout of the infrastructure programme will be “accompanied by programmes to support the local manufacture of components, ranging from buses to energy components” in order to support this industry and create more decent jobs. The union has long advocated for greater support to be provided to key sectors of the economy in order to ensure the improved competitiveness of these sectors.

Additionally further allocations have been made to the Passenger Rail Agency of South Africa for its procurement of rolling stock. In accordance with the objections that we have continuously raised as a union, we are still displeased with the manner in which government has managed the infrastructure programme. In our 2013 budget submission we raised the issues that a big tender to the amount of R2.6 billion by Transnet was awarded to a Chinese company. Such conduct undermines the procurement accord signed by social partner, government included, in order to ensure the growth of the local industry and the creation of decent employment. It is unacceptable that our tax monies can be used to export jobs that the country is in desperate need of. Therefore any further infrastructure allocations must strictly adhere to local content requirements.

Renewable Energy

Whilst NUMSA welcomes the increased funding for the Green Fund we want to reiterate that government must ensure that its renewable energy programme benefits the working class and the poor, which has previously not been the case. For example, in the Solar Water Heaters (SWH) project municipalities dished out contracts to companies that rely on imported rather than locally produced units and components. At the end of January this year 60 workers were retrenched at a local SWH manufacturing plant in Gauteng in spite of the assurance that government is moving from rebate to bulk local procurement of SWH as part of an effort to improve the localisation of components. The designation of SWH by the DTI appears to be taking a backseat. This kind of conduct flies in the face of commitments given by several government departments to roll out 1 million SWH by 2014, consolidate our local SWH industry and create decent work opportunities in the emerging renewable energy sector.
Renewable Energy Independent Power Producer Programme – Snapshot Window One - Wind Farms: Potential Job Creation

Johan van den Berg, the chief executive of the South African Wind Energy Association had this to say about the 25% allocation of local content taken up mainly by construction and site preparation in Window One: 
“One can only do so much with digging the ground. It would come to a point where companies would have to do something more significant like putting (up)… a local tower,” (Buthelezi, 2012)

A position paper from Greencape, (Sector Development Agency in the Western Cape) also argues that the allocation of local content to wind power under Window One is inadequate:
the rules and quantities for local content in the 1st window have been very conservative, and have resulted in no manufacturing. This is partly due to risk minimisation and the need to get electricity on the grid. The 1st window’s local content requirements will be met with civil engineering and site preparation alone’.  (Greencape, 2011: 1)
REIPPP Window One Preferred Bidders Wind Farms: Job Creation
	REIPPP Window One Preferred Bidders Wind Farms: Job Creation

	Winning bidder
	
	Job Creation

	
	Capacity (MW)
	Construction
	Operation

	IPPID138 Metrowind Van Stadens Wind Farm
	26.19
	175

	7
 (excluding office and administration staff)

	IPPID123 Dassieklip Wind energy facility
	26.19
	106
 jobs (over 10 months: 50 unskilled, 21 semi-skilled and 35 skilled
	20
 full-time jobs

	IPPID202 Hopefield Wind Farm
	65.40
	120
 jobs over 14 months
	17
 permanent over 20 years

	IPPID202 Noblesfontein Wind Farm
	72.75
	-----
	-----

	IPPID148 Red Cap Kouga Wind Farm Oyster Bay
	77.60
	360
 jobs over 3-4 years (326 semi-skilled)
	-----

	IPPID043 Dorper wind farm 
	97.00
	-----
	-----

	IPPID186 Jeffreys Bay 
	133.86
	120 – 175
 temporary 
	11
 permanent over 20 years

	IPPID225 Cookhouse wind Farm 
	135.00
	75
 (27% unskilled)
	30
 permanent (initially import required skills)


[Source: McGillivray (2012); DoE RSA; AIIM/Umoya (2012); Mainstream Renewable Power SA (2012); CDM UNFCC]

In 2011 Engineering News reported that Isivunguvungu Wind Energy Converter (I-WEC) through its principal partner DCD-Dorbyl sought clarification from the Department of Energy as they felt that the ‘local content threshold for onshore wind technologies’ was surprisingly low and that their company was ‘capable of manufacturing complete wind energy converters for onshore wind energy technologies, with a local content of more than 60%’. (Hancock, 2011) For some reason or other I-WEC and DCD Dorbyl have since parted ways, but the argument for increased local content remains a debatable issue. 

On closer inspection it is clear that local content will be confined to construction and site preparation (See Table) and that the majority of jobs created will be either unskilled or semi-skilled of a limited duration nature. Almost all winning bidders (wind power technology) in Window One have lodged applications with the DoE Designated National Authority (DNA) to register for Clean Development Mechanism (CDM) carbon credits. In their application many of the project developers have indicated that the use of imported skills for both construction and operation is a necessity and that imported equipment will be used given the urgency of supply:
However, given that the wind energy sector in South Africa is relatively new it may be necessary to initially import the required operational and maintenance skills from overseas

While it is generally accepted that the industry will grow over time, project developers confirm that the local service industry will benefit from the planned projects (e.g. Cookhouse Wind Farm). However, it is unlikely that there will be any immediate benefits for the development of our local wind power industry given that most developers have indicated their preference for imported wind turbines and components. There is some talk of transfer of skills and technology but ‘high skill positions will probably have to initially be filled by imported technicians
.  According to Greencape (2011) several multinationals have established base in South Africa and are exploring the possibilities of building towers (Dorbyl, Siag, Aveng), blades (LM Blades) and turbines (Isivunguvungu I-WEC)

Land Reform and Agrarian Reform

Although the State of the Nation Address discussed land reform and agrarian reform, no clear proposals have been outlined to address the challenges in land reform and agrarian reform. Given that 2013 marks the centenary of the 1913 Land Act, and given the dismal failure of government to successfully redistribute land ownership according to its own targets, we would like to express our disappointment that this important matter does not occupy a place of prominence in the Budget. The Budget only makes mention that funds will be reprioritised for investment for farms that have been acquired through the land reform programme. However funds for further land acquisitions are being curtailed even though there are still huge backlogs in the land reform and agrarian reform programme.
Conclusion
NUMSA has consistently called on government to implement policies that are in line with our demands in the Freedom Charter and we will continue to organise the working class and social formations to join us in this struggle for social and economic justice.
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At this school one teacher has to teach three different grades and subjects in one classroom. This is the chaotic situation staff at the Ipayengkan Primary School in Mofufutso Village in Delareyville, North West, face every day. (Daily Sun, Friday 28 February 2014)
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