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1. Introduction

The National Education, Health and Allied Workers Union’ (NEHAWU), is grateful  to this august committee, for affording us the opportunity to present before you workers views pertaining to the  2018/19 budget, as presented last week by the Minister of Finance, Mr. Gigaba.   
The National Education, Health and Allied Workers Union is deeply disappointed by the proposals contained in the 2018/19 budget, in particular the macroeconomic framework and the tax proposals. 
NEHAWU’s contention is that this budget is anti-poor, lacks courage, boldness in tackling social inequality, poverty and ever growing levels of unemployment. It constitute a radical departure to the much celebrated SONA which promises a “new dawn” of radical socio-economic transformation; a macroeconomic framework that is aligned with growth through redistribution, wherein manufacturing, reindustrialization, and active social policies such as comprehensive social security, and Fee-Free higher education should be the guiding pillars of South Africa’s economic policy making.    
The 2018/19 budget must be rejected by this parliament, in particular its regressive proposals to increase Value Added Tax by one percentage point to 14 percent and its proposal to increase fuel levy. We view these proposals as attempts to shift the burden of adjustment to the poor, working people and their families. We call upon our public representatives, to protect and defend the poor by rejecting these tax proposals.  
The 2018 Budget as presented to Parliament by Minister Gigaba constitute a frontal attack to the gains of public sector workers and their families. The proposed budget cuts, fiscal consolidation, decrease in headcounts in the public service, the attempts to privatize SOE’s are pointing in the direction of neoliberal, conservative orthodox economics, which is against the mandate of the ANC 54TH National Conference.
2. Regressive Tax Policy
The main tax proposals for 2018/19 are:
a) A one percentage point increase in VAT to 15 per cent.
b) No adjustments to the top four income tax brackets, and below inflation adjustments to the bottom three brackets.
c) An increase of 52c/litre for fuel, consisting of a 22c/litre increase in the general fuel levy and 30c/litre increase in the Road Accident Fund levy.
d) Higher ad valorem excise duties for luxury goods.
e) Increased estate duty, to be levied at 25 per cent for estates above R30 million.
f) Increases in the plastic bag levy, the motor vehicle emissions tax and
g) The levy on incandescent light bulbs to promote eco-friendly choices.
NEHAWU is deeply disappointed by the government’s 2018/9 budget as presented by the Minister of Finance Malusi Gigaba. The budget is inconsistent with the vision articulated by SONA and the ANC mandate of radical socio economic transformation. 
The hope for a “new dawn” as set out in the SONA speech has been defeated by this anti working class and anti-poor budget.  The increase in VAT by 1% is an indication that the tax system is regressive and not progressive, and is anti-poor. Parliament must reject these tax proposals.
3. Compensation of employees

In the 2016 budget, government reduced the compensation ceiling of national and provincial departments   R10 billion in 2017/18 and R15 billion in 2018/19.  Thus, “departments will have to align human resource plans within lower limits, moderately reducing headcounts over the medium-term”. The 2018 Budget confirms this planned reduction in the expenditure ceiling targeting existing vacancies in the public service. 

In our analysis this means that whilst education, health and other functions are going to still see inflation related increases in allocations for salaries, the category of the General Public Service is targeted for a drastic cut, i.e. vacancies in areas such as state administration are going to dramatically increase. This would affect the lower levels in the public service hierarchy, which also happens to be the coal-face of service delivery or contact with the general public. 

Indeed, according to the 2018 Budget, provincial headcount is declining, as ‘provinces continue to make progress in containing staff headcount, which has declined by 2.8 per cent since the beginning of 2016/17.’ 

 As NEHAWU we are concern about the silence of the Treasury on the question of the incorporation of 20 000 Community Health Workers and Home-based Carers in terms of the Draft Policy Framework and Strategy for Primary Healthcare Outreach Teams. According to the Department of Health (DOH), which presented this at the Public Health and Social Development Sectoral Bargaining Council (PHSDSBC) this is envisaged to take place in the 2017/18 financial year. For us as a formation that has campaign for years for a primary health care approach as a foundation of the NHI, this would be an important development in strengthening and giving shape to the District Health System in which this cadre would be indispensable agents. So whilst it is suggested by the DOH that this is going to be fiscally neutral at this initial stage as provinces would be expected to use current allocations for Community Health Workers and Home-based Carers,  as NEHAWU we are concerned when there is silence on this matter from the Treasury because:

a) This initiative is proposing the expansion of the size of the ward-based outreach teams to 10 members, with 6 Community Health Workers and 4 Home-based Carers, in addition to the team-leader and data-capturers.

b) Naturally the incorporation of these workers into the public service necessarily means a shift away from the current disparate arrangements of stipends given to these workers by different provinces and indirectly through the NGOs. As soon as their employment arrangement falls under the Public Service Act, their conditions of service would have to be agreed to at the appropriate forum, namely the Public Health and Social Development Sectoral Bargaining Council (PHSDSBC).  
In principle as NEHAWU we believe that more resources must be channelled towards capital investment to catalyse socioeconomic development, however it is regrettable to note that the Treasury is still stuck in the old Neoliberal rationality that sees the compensation of employees as wasteful consumption expenditure. We now have a situation where the fiscus is suddenly placed under pressure because of the growing demands in post-schooling education, especially higher education, primarily because for a considerable time allocations to institutions remained relatively stagnant despite the growing demand. In our view, this is partly because of this Neoliberal dogma that see public services as consumption when it fact the opposite is true – such spending is actually investment in human development and actually makes economic growth sustainable and contribute towards social cohesion. Many of the 1.32 million public service workers, especially those in the lower levels of the public service are actually responsible for the welfare of at least more than 5 individuals in their households and families, including investment in their education, health, food and shelter. Thus, this is critical for the long-term development of the country and in our view reducing the spending ceilings narrowly focused on targeting public service wage actually contracts and undermines economic growth given the structural nature of our economy in which household spending and consumption is important for growth.

This category of the general public service workers where the bulk of the decline in headcount is taking place tends to be those who are the main point of contact of government with the public. Thus, where there are increased shortages of staff, it is the poor members of the public who are more depended on government service who would suffer from poor service delivery. In institutions such as hospitals, whilst government might say that nurses and doctors are excepted from this ban on the hiring of public servants, shortages of workers in the laundry, the potters, cleaners, security and others not only means deterioration in the quality of service to poor communities that depend on public hospitals but more disturbingly such shortages may lead to hazardous environment from a clinical care point of view.

It seems to us that the Treasury has not internalised the mistakes of the past where the size of the public service was drastically reduced largely on the basis of consideration of fiscal ratios, without taking into account the consequences on the quality of service whereby many experienced teachers, nurses and other professionals left the service enticed by voluntary severance packages. It is disturbing that in the 2018 Budget just in the middle of wage negotiations, Treasury is blackmailing workers and turning the public opinion against workers’ demands for decent wages. 
4. National Health Insurance Fund

NEHAWU notes that The Department of Health plans to spend an estimated R21.1 billion on healthcare infrastructure in the areas of greatest need. We further note that the direct health facility revitalisation grant, which is transferred to provincial health departments, will receive R18.2 billion over the medium term to fund the upgrading, refurbishing and maintenance of existing healthcare facilities.

We are deeply concerned by the fact that Planned spending for 2018/19 has been affected by reprioritisation and reductions undertaken since the 2017 Medium Term Budget Policy Statement (MTBPS). Transfers to provinces are reduced by R5.2 billion, and transfers to local government are reduced by R3.2 billion. Reductions focus on infrastructure conditional grants.
NEHAWU, has deep reservations about the fact that provincial equitable share, which accounts for over 80 per cent of transfers and funds operating expenditure covering the salaries of teachers and nurses, is reduced by R4.7 billion over the Medium-Term Expenditure Framework (MTEF) period.

We welcome additional allocation of R700 million, R1.4 billion and R2.1 billion over the next three years, these amounts will be funded through an amendment to the medical tax credit. 

NEHAWU welcomes this development as the continuation with the current R46 776 102 083 worth of subsidies to only 16% of the population, many of whom also enjoy the same kind of tax subsidies in retirement insurance arrangements, is unjustifiable in the face of the vast inequalities in access to health and retirement insurance and the absence of a seamless and comprehensive social security system. 

We do accept as it has been stated that the initial focus of this fund at this stage would largely be geared at the primary health care level, amongst others for the contracting of providers at the PHC level to deal the ‘common set of maternal health services and make hearing aids and spectacles available through school health programmes.’ 

However, we have some concerns:

a) Firstly, calling this fund the National Health Insurance Fund is confusing. The White Paper on the NHI draws a clear distinction in this regard - actually what is now proposed for the coming financial year is clearly called in the White Paper as “a Transitional Fund” that would be ‘established to fund contracting of providers at the PHC level.” Indeed, based on what the Budget Review 2017 says about its purpose this is meant to be the Transitional Fund as also stated in the White Paper. 

b) Secondly, again in the White Paper, the National Health Insurance Fund is something different – it is a ‘single-payer and single-purchaser fund responsible for the pooling of funds and the purchasing of personal health services.’ Indeed, it is further stated that “establishing the Fund and accompanying public entity will be a straight process legislatively”, requiring the introduction of the NHI Act and amendments to the National Health Act and relevant municipal legislations. When it is stated in the Budget Review 2017 that this fund would be created ‘through the combination of reorganisation and legislative amendments”, this sounds more like the creation of the Transitional Fund than the envisaged NHI Fund. It is clear that this is not an issue of semantics or technicality, it is a substantive concern. Thus, we can add that the basis of our concern also arises because of the inadequate information with regard to this NHI Fund that is proposed as well as the fact that historically the Treasury has made comments that contradicted the creation of the ‘single-payer and single-purchaser fund’, in favour of a multi-payer model – something which has undermined the United States’ Affordable Care Act or Obamacare in terms of the promise to contain costs and create universal access. 
5. Post-school education and Training 
NEHAWU welcomes the increase in expenditure on Post-schooling education and training by 13, 7 per cent, per year, as a result of additional allocation to NSFAS for Fee-Free Higher Education and Training, However, we are disappointed by the absence of a coherent funding framework for the Post-schooling education and training that includes infrastructure funding mechanisms for the TVET sector which is supposed to drive skills formation to drive industrialization agenda.
National Development Plan (NDP) recognises that South Africa needs high-quality education and training to build a skilled and capable workforce to support inclusive growth.  
The white paper also recognises Technical Vocational Education and Training (TVET) as a channel for economic growth and creating of employment therefore strives to make it attractive and accessible, As per white paper the enrolments in TVETs are expected to increase to 2.5 million by 2030 and the NPD states that by 2030, the FET (now TVET) sector should cover about 25% of the age relevant cohort, implying an increase to 1.25 million by 2030.
We note that budget allocation as per Post-school education and training expenditure (PSET) sector. University subsidies have been allocated 42.2% which is inclusive of 4.5% for university infrastructure. The budget review for 2017 has estimated allocation for financial year 2017/18, 2018/2019, 2019 and 2020 for universities and Technical Vocational Education and Training (TVET).
However, as NEHAWU we are concerned about the persistent funding disparities between Universities and TVET sector TVET were allocated 9.7% of the PSET expenditure, of which 7.6% is directed towards employee compensation. The overall NSFAS allocation amount to be 21.9% in 2017 and the remaining 25.9% is distributed amongst compensation of employees for community college and the skills development levy institutions. The budge indicates that universities are the most funded PSET institutions. It also indicate that  spending in PSET  expected to reach R89.8 billion by 2019/20, growing at an average annual rate of 9.2 per cent over the medium term. We call upon government to rectify this historical injustice.

In Conclusion, the National Education, Health and Allied Workers Union once more calls upon parliament to exercise its constitutional duty by rejecting the tax proposals tabled by Treasury in particular VAT and fuel levy. We call upon our public representative, to be bold, courageous in tackling the issues we have raised.
28th February 2018
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