9. Report of the Portfolio Committee on Labour on Budget Vote 28: Labour, and on the Strategic Plans of the Department of Labour and its entities 2018/19, dated 9 May 2018
Having considered the briefings on the budget reviews of the Department and its entities in line with its 2018/19 strategic plans which were presented on 25 April 2018, the Committee recommends as follows:

1.
Introduction
The Department of Labour derives its legislative mandate from the Constitution, particularly the Bill of Rights, which is given effect through a number of acts that regulate labour matters in South Africa. The most important of these are the Labour Relations Act (1995), the Basic Conditions of Employment Act (1997), the Employment Equity Act (1998), the Occupational Health and Safety Act (1993), and the Employment Services Act (2014).

The challenges facing South Africa's labour market have been evident in a number of recent judgements and in a variety of ongoing processes of engagement between social partners.  Following extensive deliberations on the introduction of the National Minimum Wage (NMW), the social partners, on 7 February 2017, tabled the agreement which was to be implemented not later than 1 May 2018 but contingent to finalisation of the NMW legislation. According to the agreement, the level of the NMW will be R20/hour. Suffice to say the initial implementation date has since been postponed due to a need to address a number of issues raised by various stakeholders, including the level that the proposed minimum wage was set and the sectors in which it will be applicable. It is for this reason that the Portfolio Committee on Labour is currently seized with oral submissions on three labour bills, including the National Minimum Wage Bill.

While the introduction of a national minimum wage remains high on the policy agenda, although its relationship with job losses and job creation remains obscure, the National Economic Development and Labour Council (NEDLAC) agreement states that Government will conduct a Socio-Economic Impact Assessment (SEIA) before legislation is implemented. According to NEDLAC, when fully implemented, the NMW will improve the lives of the 6.6 million workers who earn less than R3,500, the monthly national minimum wage for a 40-hour week. A total of 4,8 million workers are currently covered by sectoral determinations, including the taxi industry (R10.78 per hour), domestic workers (R11.31), private security industry (R12.88), hospitality (R14.15) and farming and forestry (R14.25) many of which set wages below the national wage.
 In essence, the year 2016/ 2017 was characterised by continued efforts to raise awareness of the amended labour laws. Furthermore, the implementation of the Action Plan to address the challenges in the Compensation Fund continues to produce notable improvements. The Unemployment Insurance Amendment Bill was passed by both the National Assembly and the National Council of Provinces and was also assented to by the President of the Republic of South Africa on 11 January 2017. Therefore, a major preoccupation in the past few months was to fast track the process of actioning the necessary legislative instruments to give effect to the recent ground breaking agreement on the modalities of introducing a National Minimum Wage in South Africa.  As a result, the Department performed well in 2016/2017, obtaining an overall achievement of 74% and 75% on the Employment Creation Strategic Objective. 

2. 
Budget and Strategic Plan of the Department of Labour

2.1 
Overview of the 2016/17 financial year and the current financial period

During the 2016/17 financial year, the Department of Labour (DoL) received a total appropriation of R2. 848 billion. At the end of the third quarter, 2016/17, the Department of Labour had spent R2.1 billion or 77.2 per cent of the adjusted budget. This was lower than what was projected by R123.6 million or 5.3 per cent. According to the Department’s Annual Performance Plan for 2016/17, a total R2.3 billion would have been spent. The slow spending was mainly in Programme 1: Administration and Programme 2: Inspection and Enforcement Services (IES) Programme under the compensation of employees. Under the Administration programme the slow spending was due to slow spending on goods and services and payments for capital assets and under the IES programme the slow spending was due to transfers and subsidies. However, when compared with the previous financial years, the Department has improved its quarter-to-quarter expenditure. 

In the current financial year the Department and its entities received a total of R3. 295 billion for the current financial year. The budget allocation has increased by 75.8 million or 2.49 per cent from 2017/18 allocation in real terms.

Table 1: Expenditure Estimates 2018/19

	Programme
	Budget
	Nominal Rand change
	Real Rand change
	Nominal % change
	Real % change

	R million
	2017/18
	2018/19
	2019/20
	2020/21
	 2017/18-2018/19
	 2017/18-2018/19

	Administration
	  884,0
	  917,4
	  977,0
	 1 038,2
	  33,4
	-  14,4
	3,78 %
	-1,63 %

	Inspection & Enforcement Services
	  526,9
	  598,2
	  639,0
	  687,6
	  71,3
	  40,1
	13,53 %
	7,61 %

	Public Employment Services
	  557,4
	  582,6
	  615,4
	  653,5
	  25,2
	-  5,2
	4,52 %
	-0,93 %

	Labour Policy and Industrial Relations
	 1 079,4
	 1 197,1
	 1 201,7
	 1 269,5
	  117,7
	  55,3
	10,90 %
	5,12 %

	TOTAL
	 3 047,7
	 3 295,3
	 3 433,1
	 3 648,8
	  247,6
	  75,8
	8,12 %
	2,49%



Source: National Treasury, 2018

A total of R1.9 billion will go to Current Payments, i.e. Compensation of Employees (R1 317.8 billion) and Goods and Services (R628.9 million). In addition, a total of R1.273 billion goes to Transfers and Subsidies, where the bulk of that allocation goes to departmental agencies and accounts with a total of R1 066.1 billion. The majority of those transferred funds go to the CCMA (R963 066 Million).

Figure 1: Vote 28, Comparison of the split of the Department of Labour budget between Programmes
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Source: National Treasury, 2018

Figure 1, above illustrates the weighting of the programmes as a percentage of the total Vote allocation as indicated, for 2017/18 and 2018/19. The percentage changes in the size of the ‘slices’ indicated next to each programme. Programme 1 is Administration, programme 2 is Inspection and Enforcement Services, programme 3 is Public Employment Services and programme  4 is Labour policy and Industrial Relations.

3. 
Programme Analysis and Strategic Objectives

3.1 
Programme 1: Administration

The purpose of the Administration programme is to provide strategic leadership, management and support to the Department.
Table 2: Programme 1: Administration

	Sub-Programme
	Budget
	Nominal Increase / Decrease in 2018/19
	Real Increase / Decrease in 2018/19
	Nominal Percent change in 2018/19
	Real Percent change in 2018/19

	R million
	2017/18
	2018/19
	
	
	
	

	Ministry
	  32,2
	  34,5
	  2,3
	  0,5
	7,14%
	1,56%

	Management
	  255,4
	  255,0
	-  0,4
	-  13,7
	-0,16%
	-5,36%

	Corporate Services
	  260,2
	  297,4
	  37,2
	  21,7
	14,30% 
	8,34 %

	Office of the Chief Financial Officer
	  105,6
	  124,7
	  19,1
	  12,6
	18,09%
	11,93%

	Office Accommodation
	  165,7
	  205,7
	  40,0
	  29,3
	24,14%
	17,67%

	TOTAL
	  819,1
	  917,3
	  98,2
	  50,4
	12,0%
	6,15 %


Source National Treasury, 2018

Overall, there is a 6.15 per cent real increase in the budget allocation for administration, with a R 50,4 million more in real terms to spend on this function compared with the 2016/17 financial year.

3.1.1 
The Strategic Objectives and targets of this programme are:

· Contribution to best governance and management practices within the Department. The Department aims to have 45 per cent of staff at standards 3 and 4 when using the Management Performance Assessment Tool (M-PAT) by 31 March 2018.

· Effective communication and marketing departmental work. The Department plans to implement the activities in the action plan and develop a draft communication plan for 2019/20 by 31 March 2019.

· Number of Annual Financial Statements (AFS) and IFS to comply with National Treasury request. The Department aims to Compile and submit three Interim Financial Statements 30 days after each quarter and one Annual Financial Statement (AFS) by 31 May of each year to National Treasury and the Auditor General as well as the publication of the AFS in the Annual Report; and

· Effective supply chain management. The Department plans to report all irregular, fruitless and wasteful and unauthorized expenditure detected.

3.2 
Programme 2: Inspection and Enforcement Services (IES)

The purpose of this programme is to realise decent work by regulating non-employment and employment conditions through inspection and enforcement to achieve compliance with all labour market policies. 

Table 3: Inspection and Enforcement Services (IES)

	Programme
	Budget
	Nominal Increase / Decrease in 2018/19
	Real Increase / Decrease in 2018/19
	Nominal Percent change in 2018/19
	Real Percent change in 2018/19

	R million
	2017/18
	2018/19
	
	
	
	

	Management & Support Services: IES
	  5,3
	  6,4
	  1,1
	  0,8
	20,75%
	14,46%

	Occupational Health & Safety
	  29,7
	  32,4
	  2,7
	  1,0
	9,09%
	3,40%

	Registration: IES
	  62,5
	  67,3
	  4,8
	  1,3
	7,68%
	2,07%

	Compliance, Monitoring & Enforcement Service
	  419,7
	  477,3
	  57,6
	  32,7
	13,72% 
	7,80%

	Training of Staff: IES
	  5,4
	  5,6
	  0,2
	-  0,1
	3,70%
	-1,70%

	 Statutory and Advocacy Services
	  8,6
	  9,2
	  0,6
	  0,1
	6,98
	1,40

	TOTAL
	  531,2
	  598,2
	  67,0
	  35,8
	12,6 %
	6,74% 


Source: National Treasury, 2018

Overall, there is R 35, 8 million in real terms or 6.7% increase in the budget allocation for Inspection and Enforcement Services (IES) programme for the financial period 2018/19. Looking at the table above only Training of Staff: IES indicated a decline with a real percentage change of 1.7 percent. All other sub-programmes such as Management and Support Services, Compliance, Monitoring & Enforcement Service, Occupational Health & Safety and Registration: IES experienced real percentage change when comparing the 2017/18 financial period with the 2018/19 financial period. The improvement in the budget allocation is in line with department anticipation of pressure that will be put on its resources after the implementation of the national minimum wage.

A total of R564.2 million has been allocated to Current Payments. Over the medium term period, the current payments will have a 9.5 per cent average growth. A total of R492.3 million goes to Compensation of Employees, which will see a 9.8 per cent average growth in the medium term, i.e. 2018/19 to 2020/21.

3.3 
Programme 3: Public Employment Services

The purpose of the Public Employment Services (PES) programme is to provide assistance to companies and workers to adjust to the changing labour market conditions, and regulate private employment agencies. 

Table 4: Public Employment Services 

	Programme
	Budget
	Nominal Increase / Decrease in 2018/19
	Real Increase / Decrease in 2018/19
	Nominal Percent change in 2018/19
	Real Percent change in 2018/19

	R million
	2017/18
	2018/19
	
	
	
	

	Management & Support Services: Public Employment Services
	44,1
	47,6
	3,5
	1,0
	7,94 %
	2,31%

	Employment Services
	104,2
	117,7
	13,5
	7,4
	12,96%
	7,07%

	Worker Seeker Services
	181,2
	180,0
	-  1,2
	-  10,6
	-0,66%
	-5,84%

	Designated Groups Special Services 
	12,7
	13,5
	0,8
	0,1
	6,30%
	0,76%

	Supported Employment Enterprise
	147,5
	153,3
	5,8
	-  2,2
	3,93%
	-1,49%

	Productivity South Africa
	50,3
	53,3
	3,0
	0,2
	5,96%
	0,44%

	Compensation Fund
	15,9
	16,1
	0,2
	-  0,6
	1,26%
	-4,02%

	Training of Staff: Public Employment Services 
	1,4
	1,2
	-  0,2
	-  0,3
	-14,29%
	-18,75%

	TOTAL
	557,3
	582,7
	25,4
	-  5,0
	4,6%
	-0,89%


Source: National Treasury, 2018

The public employment service budget decreased by 0, 89% in real percentage terms. That is a real decrease of R5 million for the financial period of 2018/19. 

Work-Seeker Services sub-programme saw a real decrease of R10.6 million which translates into a 5.8 per cent real decrease in the 2018/19 financial year. A real increase of R7.4 million can be noticed in the Employer Services sub-programme which is responsible for among other things; registering work opportunities, facilitates the employment of foreign national where such skills do not exist in South Africa, oversees placements etc. This sub-programme also responds to companies in distress, provides a social plan and regulates private employment agencies. This increase is intended to give support to the registration drive by the Department.

A total of R351.6 million has been set aside for current payments, with the compensation of employees receiving a total of R312 million during the 2018/19 financial year. A total of R39.6 million has been set aside for goods and services. Transfers and subsidies amount to R229.7 million in the 2018/19 financial year, of that amount, a total of R69.4 million goes to the departmental agencies and accounts. The difference of R160. 2 million goes to Non-profit organisations namely Deaf Federation of South Africa, National Council for the Blind, Workshops for the blind, and Work-centres for the disabled.
Over the medium term the compensation of employees classification will grow at an average rate of 4.8 per cent and the goods and services will grow at an average of 12, 1 per cent. Transfers and subsidies will grow at an average rate of 5, 3 per cent between 2017/18 to 2020/21.

The Strategic objectives of this programme are to register work-seekers; register work and learning opportunities; provide employment counselling; and place work-seekers in work and learning opportunities. The programme aims to register 650 000 work seekers and 85 000 work and learning opportunities; provide 200 000 employment counselling to registered work-seekers; and place 42 500 work seekers in work and learning opportunities. It seems that there is more emphasis put on the registration than placement of work seekers.

3.4 
Programme 4: Labour Policy and Industrial Relations

The purpose of this programme is to facilitate the establishment of an equitable and sound labour relations environment and promote South Africa’s interests in international labour matters through research, analysing and evaluating labour policy, providing statistical data on the labour market, and supporting institutions that promote social dialogue

Table 5: Labour Policy and Industrial Relations

	Programme
	Budget
	Nominal Increase / Decrease in 2018/19
	Real Increase / Decrease in 2018/19
	Nominal Percent change in 2018/19
	Real Percent change in 2018/19

	R million
	2017/18
	2018/19
	
	
	
	

	Management & Support Services: Labour Policy & Industrial Relation
	  15,6
	  16,5
	  0,9
	  0,0
	5,77 
	0,26

	Strengthen Civil Society 
	  19,8
	  21,0
	  1,2
	  0,1
	6,06 
	0,53

	Collective Bargaining 
	  15,8
	  16,1
	  0,3
	-  0,5
	1,90 
	-3,41 

	Employment Equity 
	  16,4
	  14,4
	-  2,0
	-  2,8
	-12,20
	-16,77

	Employment Standards
	  15,8
	  29,2
	  13,4
	  11,9
	84,81
	75,18

	Commission for Conciliation, Mediation and Arbitration
	  864,1
	  963,1
	  99,0
	  48,8
	11,46
	5,65

	Research, Policy and Planning
	  10,4
	  9,8
	-  0,6
	-  1,1
	-5,77 
	-10,68

	Labour Market Information and Statistics
	  41,6
	  45,0
	  3,4
	  1,1
	8,17 
	2,53

	International Labour Matters
	  48,0
	  48,3
	  0,3
	-  2,2
	0,62 
	-4,62 

	National Economic Development and Labour Council
	  31,8
	  33,7
	  1,9
	  0,1
	5,97 
	0,45

	TOTAL
	 1 079,3
	 1 197,1
	  117,8
	  55,4
	10,9 
	5,13 


Source: National Treasury, 2018

A total of R1.2 billion was allocated to the Labour Policy and Industrial Relations programme during the 2018/19 financial year. This programme saw a real increase of R55.4 million, translating into 5.13 real per cent increase. The Commission for Conciliation, Mediation and Arbitration (CCMA) received the largest share of the programme budget at R963.1 million of the programme budget. In real terms, the budget allocation of the CCMA increased by R48.8 million or 5.65 real percentage increase. Over the medium term, the budget of the CCMA will grow by 5.1 per cent on average between 2018/19 to 2020/21. The second largest share of the programme budget goes to International Labour Matters sub-programme at R48.3 million. However, in real terms the sub-programme registered a decrease of R 2, 2 million. The National Economic Development and Labour Council (NEDLAC) was allocated R33.7 million in the 2018/19 financial year, which is a nominal increase of R1,9 million or 5.97 real per cent increase. In real percentage terms NEDLAC saw an increase of 0.45 per cent in its budget allocation. Over the medium term 2018/19-2020/2021, the NEDLAC budget will increase at an average rate of 5.6 per cent.

3.4.1 
The strategic objectives of this programme are:

· To establish basic standards and minimum wages. The Department plans to set up the institution of the National Minimum Wage by March 2019. This is done to advance national priorities through bilateral cooperation and multilateral relations.

· To promote sound labour relations. In this regard, the Department plans to extend all collective agreements within 90 calendar days of receipt by 31 March 2019. It also plans to approve or refuse all applications by labour organisations for registration within 90 calendar days of receipt by end of March 2019. 

· To monitor and evaluate the trends and impact of legislation in the labour market. The Department plans to produce four labour market trend reports by March 2019.

· The Department will produce four literature review reports for labour market research, which will be signed off by the DG for the programme by 31 March 2019.

4. 
Public Entities of the Department of Labour

4.1 
Compensation Fund (CF)

The Compensation Fund derives its mandate from Section 27(1) (c) of the Constitution. In terms of the Constitution, all South Africans have a right to social security. The Fund is mandated to provide social security to all injured and diseased employees. The Fund administers the Compensation for Occupational Injuries and Diseases Act No 130/1993 as amended by the COIDA 61/1997. The main objective of the Act is to provide compensation for disablement caused by occupational injuries or diseases sustained or contracted by employees, or for death resulting from injuries or diseases.

The Fund generates its revenue from levies paid by employers and this consists of annual assessments paid by registered employers on a basis of a percentage or fixed rate of the annual earning of their employees. Total revenue for the entity for the 2018/19 financial year is estimated to be R16, 6 billion, while total expenditure of the entity is expected to amount to R11 billion, resulting in a surplus of R5.6 billion in the current financial year. In terms of Economic Classification R 843 370 million will be spend on Compensation of Employees, 1.1 billion will be spend on goods and services and R 194 251 million Capital Expenditure (Total Administration Budget).  The difference of the expenditure budget of R8, 9 billion will be spend on Compensation, Medical and Rehabilitation. 

The functions of the Fund are structured into three programmes, which are Administration, Operations Management and Provincial Operations-COIDA. The strategic objective of the Administration programme is to provide an effective and efficient client oriented support services.

4.1.1 
The planned targets for the Administration programme are:

· To improve the maturity of the Fund risk management to level 4 by 31 March 2019.

· To implement 85 per cent of projects on the risk based audit plan annually by 31 March 2019.

· To achieve investment return rate of CPI plus 2 per cent at 31 March 2019.
The strategic objective for Operations Management programme is to provide faster, reliable and accessible COID services by 2020. 

4.1.2 
The targets for this programme are:
· To pay 98 per cent of approved benefits within five working days.

· 75% of active registered employers assessed annually by 31 March 2019.

· 90% of claims adjudicated within 40 working days of receipt.
Like the Operations Management, the strategic objective for the Provincial Operations programme is to provide faster, reliable and accessible COID services by 2020. The targets for provincial operations are:

•
To adjudicate 85 per cent of claims within 60 working days of receipt.

•
To finalise 85 per cent of medical invoices within 60 working days of receipt.
The targets for provincial operations are: 

· The strategic objective of Orthotics, Rehabilitation and Lap programme is similar to the above aims to provide faster, reliable and accessible COID services by 2020.

· 85% of received assistive devices requests responded to within 30 working days.

4.2 
Unemployment Insurance Fund (UIF)

Like the CF above, the UIF derives its mandate, through the Department, from the Constitution. Section 27 of the Constitution makes provision for adequate social security nets to protect vulnerable workers. The mandate of the UIF is stated in the Unemployment Insurance Act.  The UIF was established in terms of section 4(1) of the Unemployment Insurance Act (Act 63 of 2001) as amended. The Act empowers the UIF to register all employers and employees in South Africa.

The Unemployment Contributions Act (Act 4 of 2002) empowers the SARS Commissioner and the Unemployment Insurance Commissioner to collect monthly contributions from both employers and workers. Section 9 of the Unemployment Contributions Act, empowers the Unemployment Insurance Commissioner to collect contributions from all those employers who are not required to register as employers in terms of the fourth schedule to the Income Tax Act and who are not liable for payment of the skills development levy in terms of the Skills Development Act (Act 9 of 1999). These contributions are utilised to pay benefits and any other expenditure reasonably incurred relating to the application of this Act. The operations of the UIF are structured into three programmes, which are Administration, Business Operations and Labour Activation Programmes. The total budget for 2018/19 financial year amounts to a total of R32.7 billion. 
The Labour Activation Programme seeks to engage and promote activities that preserve and create jobs. This programme focuses on:

· Targeted training of the unemployed;

· Partnership with companies in distress;

· Partnership with other government departments, as well as with certain public entities; and
· Support employment creation initiatives.
The strategic outcome oriented goals of the UIF are:

•
To improve collection of revenue from employers;

•
To improve payment of benefits to beneficiaries of the Fund;

•
To participate in government initiatives of creating and sustaining decent employment; and

•
To administer the Fund’s operations effectively.
The strategic objective of the Administration programme is to provide management with strategic and administrative support that service the fund. This is done through ensuring financial sustainability by developing targets such as administrative expenditure that plans to have 15 per cent administrative expenditure as a percentage of revenue. The subprogramme included new indicators in this financial period, indicators that track the percentage of valid invoices paid in 30 calendar days after receipt by the fund, Number of provincial sites upgraded to have access to free Wi-Fi to give access to UIF systems, integrated claims management system implemented and an indicator that tracks the reduction of vacancy rates so as to be less than 10% by March 2019. This sub-programme also plans to have 80 per cent of total mandated social responsible investment committed by March 2018.

The strategic objective of the Business operations programme is to provide easy to use services through multiple access points.  The UIF aims to have 90 per cent of valid unemployment benefit claims with complete information approved within 15 working days by March 2018; 90 per cent valid claims (in-service benefits, maternity, illness and adoption benefits) with complete information approved or rejected within five working days by March 2018; 90 per cent of valid deceased benefit claims with complete information approved or rejected within 10 working days by March 2018; 95 per cent of payment documents processed within seven working days of receipt by 31 March 2018; 90 per cent of new companies with complete information issued with registration certificate within two working days by 31 March 2018.  UIF included a new indicator to measure the percentage of applications with complete information issued with compliance certificate or tender letter within 10 working days by March 2019, Number of newly registered employers per year and Number of newly registered employees with the fund.

The strategic objective for the Labour Activation Programme is to enhance employability of UIF beneficiaries, enable entrepreneurship and preserve jobs. In this regard the UIF aims to target 450 000 beneficiaries with learning and work place opportunities, and achieve a 90% training lay-off scheme applications with complete information recommended or decline by the PAC (Project adjudication Committee).

4.3 
Commission for Conciliation, Mediation and Arbitration (CCMA)

The CCMA is a statutory body established in terms of section 112 of the Labour Relations Act of 1995 as amended. In terms of section 113 of the Labour Relations Act (LRA), the CCMA is independent of the State, any political party, trade union, employer, employers’ organisation, federation of trade unions or federation of employers’ organisaton. The CCMA’s Constitutional Mandate is derived from Section 23 of the Constitution of the Republic of South Africa.

The 2018/19 Annual Performance Plan Priorities for the CCMA are to:

· Effectively and efficiently implement the legislated mandate of the CCMA with respect to conciliations and arbitrations;

· Enhance and expand the Employment Security mechanisms to save jobs and alleviate business distress;

· Facilitate improved Collective Bargaining to promote orderly and healthy labour relations;

· Intensify Dispute Management and Prevention interventions to reduce conflict in the workplace and transform workplace relations; and

· Improve governance processes and strive for maximum compliance to prescripts and best practices to improve business processes.

The discretionary mandate of the CCMA includes:

· Dispute management and prevention;

· Improved collective bargaining; and

· Employment security.

The operations of the CCMA are structured into four programmes, which are Administration, Institutional Development, Corporate Governance and Social Services. The Administration programme received the largest share of the budget in 2018/19 financial year at R482. 787 million, followed by the Social Services programme at R446. 877 million. The Institutional Development programme was allocated R26. 313 million. The Corporate Governance programme received the least allocation at R5.5 million.
The strategic objectives of the CCMA are to:

· Enhance the labour market to advance stability and growth;

· Advance good practices at work and transform workplace relations;

· Build knowledge and skills; and

· Optimise the organisation.

With regard to strategic objective number one, the CCMA plans to convene one engagement with strategic labour market stake-holders to provide leadership on identified strategic labour market topics and four engagements with users to facilitate social dialogue on identified strategic labour market issues in the current financial year. It also intends saving 35 per cent of those jobs referred to it as due for retrenchment in 2018/19. The CCMA intends to establish four new strategic partnerships for strategic collaboration to accelerate service delivery in the labour market for the benefit of the users in the current financial year.

In pursuance of strategic objective number two, the CCMA plans to deliver 12 capacity building interventions on effective negotiation skills to users, one collective bargaining improvement process to identified users in an identified sector and four collective bargaining support processes proactively to users in the current financial year. It also plans to deliver two transformations in the workplace interventions for users in the current financial year. The CCMA plans to conduct 96 capacity building interventions to users in 2018/19 in order to build knowledge and skills, in accordance with strategic objective number three. The CCMA intends to conduct 43 training interventions to capacitate the work-force for efficient and effective delivery of the CCMA mandate.

4.4 
National Economic Development and Labour Council (NEDLAC)

NEDLAC was established through NEDLAC Act (35 of 1994). NEDLAC objectives in terms of the Act are to:

· Strive to promote the goals of economic growth, participation in economic decision-making and social equity;

· Seek to reach consensus and conclude agreements on matters pertaining to social and economic policy;

· Consider all proposed labour legislation relating to labour market policy before it is introduced in Parliament;

· Consider all significant changes to social and economic policy before it is implemented or introduced in Parliament; and

· Encourage and promote the formulation of coordinated policy on social and economic matters.

The main source of revenue for NEDLAC is the grant allocation from the Department of Labour. In the current financial year, NEDLAC was allocated R33.7 million by the Department. It received R603 000 from interests and R147 000 from other income, amounting to the total income of R34.4 million in the current financial year. The operations of NEDLAC are structured into three programmes, which are Administration, Core Operations and Constituency Capacity Building programme.

The purpose of the Administration programme is to enhance strategic oversight and governance of the entity. This programme received the largest share of the budget at R23.4 million in the 2018/19 financial year. This translate to 69.4 per cent of the total budget of the entity. This programme has six sub-programmes, which are Entity Management, Corporate Services, Finance Administration, Office Accommodation, General Office Administration and Human Resource Management. The Constituency Capacity Building programme received the least allocation at R4.4 million of the total budget of the entity in the current financial year. 

The purpose of this programme is to promote social dialogue and capacity building, awareness of NEDLAC activities and enhance the perception of NEDLAC among stakeholders. The programme has three sub-programmes, which are Business Constituency, Community Constituency and Labour Constituency. The purpose of the three sub-programmes is to ensure that the three Constituencies Capacity Funds are spent in compliance with the NEDLAC Policy on Constituency Capacity Building Budgeting and Expense.

4.4.1 
Nedlac Priorities 2018/19 

· Enhance communication and outreach, which would entail forming strategic partnerships with other communicators, and healthy relationships with the media. 

· The National Minimum Wage (NMW) will remain one of the key deliverables for Nedlac, and also ensuring that the work that flows from the NMW lives beyond the implementation date of May 2018.

· Comprehensive Social Security (CSS) will form a pivotal part of NEDLAC’s work, ensuring that South Africans who are currently outside the security net are also covered.

· Substantially advance engagement on work of the National Health Insurance (NHI).

· To continue with the consideration of Section 77 Notices in line with the Nedlac Protocol and Code of Good Practice.

· Enhance risk management systems and compliance.

· Seek additional funding in order to address the issue of insufficient budget allocation and underfunded projects/mandates which are undertaken by Nedlac.
· Effective implementation of the audit action plan.

· Improve capacity of the secretariat to attract and retain highly skilled staff to carry out the mandate of Nedlac. 

· Build research capacity in line with the ILO recommendations.
4.5 
Productivity South Africa

Productivity SA was established in terms of section 31 of the Employment Services Act (No.4 of 2014) as a juristic person. It is an entity of the Department of Labour with the mandate to promote employment growth and productivity, thus contribute to South Africa’s socio-economic development and economic efficiency. Section 32 of the Act enjoins Productivity SA to amongst others, develop relevant productivity competencies in workplaces, with a focus on the following core functions:

· To promote employment and income growth and workplace productivity.

· To improve the employment and re-employment prospects of employees facing retrenchments and those retrenched.

· To promote social dialogue and a culture of productivity and competitiveness in the workplace and all spheres of the nation’s economic and community life.

· To provide productivity improvement and competitiveness measures.

· Research on productivity and competitiveness related matters and collection and supply of information.

Productivity SA derives its revenue from transfers from the Department of Labour, Unemployment Insurance Fund (UIF) and the Department of Trade and Industry (DTI). In the current financial year, the Department transferred R53.2 million, UIF allocated R196.2 million and R9.5million was received from the DTI.  

The operations of Productivity SA are structured into six programmes, namely Corporate Services, Human Resource Management, Marketing and Communication, Productivity Organisational solutions, Value Chain Competitiveness, and Turnaround Solutions.

4.5.1 
Priority Economic sectors to be targeted in the MTSF

 Productivity SA’s Enterprise Support Programmes focuses on achieving a productive high-income economy which is globally competitive, targeted at the core productive sectors of the economy which have a potential for labour absorption, including:

· Agriculture / Agro – processing; Agri-business 

· Energy

· ICT

· Manufacturing – Metal Fabrication

· Mining – Platinum Group Metals.
5. 
KEY ISSUES FOR CONSIDERATION BY PARLIAMENT

According to available research, subscribing companies filled 56 per cent of all their vacancies with work seekers registered on the PES system. But the service is hampered by a range of obstacles including poor infrastructure, which leads to incomplete records being kept, and network failures that make the system painfully slow. This affects its reliability. These barriers affect the extent to which both employers and work seekers rely on the system as a route to the labour market. Yet, according to the Annual Performance Plan (APP) of the Department, the PES programme has not set targets to address these infrastructure challenges, instead it emphasises on continuous enormous numerical targets which do not address the immediate challenges of the work-seekers. 

The PES programme targets have not responded to perceptions that the system is mainly for intermediate and low-skilled job seekers. In planning to invite high skilled work-seekers, how does the programme targets address this challenge? 

The Department of Higher Education and Training (DHET) institutions have a potential to add value to the ESSA system and as such the Department of Labour should outline its plans to cooperate with these institutions. 

Parliament has amended various legislation in 2015, such as the Employment Equity Act, the Labour Relations Act, the Basic Conditions of Employment Act and the new Employment Services Act. As part of the Portfolio Committee on Labour’s (PCoL) oversight role, it is important to assess the impact of those amendments and evaluate whether these have had any bearing on the challenges prior to their promulgation.  

In preparation of the budget, the National Treasury or the Minister of Finance prepared a response to the Parliament’s Budgetary Recommendations and Review Reports (BRRR). Part of the response related to the recommendation by the Committee was that the National Treasury gives serious attention to and ensures that more labour inspectors are appointed by the Department of Labour.

6.
RECOMENDATIONS

The Committee is generally satisfied with the plans of the Department and its entities. However, the Committee recommends that the Minister of Labour considers the following:

1. That the budget of Inspection and Enforcement Services programme be increased so that more inspectors are hired and provided with relevant tools of trade.

2. That the budget of the CCMA be reviewed to reflect the increased responsibilities that will come with the implementation of the labour law amendments currently being considered by Parliament.

3. That the Department of Labour markets the services provided by the Public Employment Services programme so as to increase the placement rate of job seekers. This might include encouraging other government departments to use the services offered by the programme.

4. That the Department and entities address issues raised by the Auditor-General of South Africa (AGSA).

5. Managers of programmes of department and entities that are not performing must be called to account to give effect to consequence management.

6. That the department and its entities must fill all vacant funded posts without delay, and report progress to the Committee on a quarterly basis.

Report to be considered.
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Data input

		Programme		Budget								Nominal Rand change		Real Rand change		Nominal % change		Real % change

		R million		2017/18		2018/19		2019/20		2020/21		2017/18-2018/19				2017/18-2018/19

		Programme 1:		884.0		917.4		977.0		1038.2		33.4		-14.4		3.78 per cent		-1.63 per cent

		Programme 2:		526.9		598.2		639.0		687.6		71.3		40.1		13.53 per cent		7.61 per cent

		Programme 3:		557.4		582.6		615.4		653.5		25.2		-5.2		4.52 per cent		-0.93 per cent

		Programme 4:		1079.4		1197.1		1201.7		1269.5		117.7		55.3		10.90 per cent		5.12 per cent

		Programme 5:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 6:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 7:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 8:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 9:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 10:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 11:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 12:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 13:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 14:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		Programme 15:		0.0		0.0		0.0		0.0		0.0		0.0		0.00 per cent		0.00 per cent

		TOTAL		3047.7		3295.3		3433.1		3648.8		247.6		75.8		8.12 per cent		2.49 per cent



increase/decrease from the previous financial year

Real increase/decrease from the previous financial year

percentage increase/decrease from the previous financial year

percentage increase/decrease from the previous financial year
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