Address to the Select Committee on Local Government and Administration on the Strategic and Budget Overview for 2008/09 to 2010/11 by Ms Lindiwe Msengana-Ndlela, Director-General of the Department of Provincial and Local Government, Cape Town

Wednesday, 28 May 2008

Honourable Chairperson of the Select Committee, Mr Sicelo Shiceka; Honourable Members of the Select Committee;

Ladies and Gentlemen:

I would like to express our sincere appreciation for your invitation, to allow us to present to you our budget for the 2008/09 to 2010/11 Medium Term Expenditure Framework (MTEF) period. We always welcome our interactions with the members of the Select Committee.

INTRODUCTION

Our discussions today will mainly be informed by the State of the Nation Address (SoNA) that was presented to Parliament by the President of the Republic, Mr Thabo Mbeki on the 8th of February 2008, the Parliamentary Media Briefings that were held following SoNA, as well as recent pronouncements made by our Minister, Mr F S Mufamadi and Deputy Minister, Ms N Hangana.

The division of nationally raised revenue is progressively shifting towards increased funding for the provincial and the local spheres of government. For example, according to National Treasury, the total provincial allocations will be increasing from R205 billion in the 2007/08 financial year to R238 billion in 2008/09, R268 billion in 2009/10 and R293 billion in 2010/11. Similarly, the total

local government allocations are increasing from R37 billion in 2007/08 to R41 billion in 2008/09, R47 billion in 2009/10 and R55 billion in 2010/11. These trends are also evident when one considers the budget of the dplg. Through the Budget Vote number 29, our Department has been allocated an amount of approximately R123.9 billion over the medium-term period from 2008/09 to 2010/11. In the 2008/09 financial year alone, the budget allocation is R34 billion. This is a significant improvement when considering the previous allocations such as R3.7 billion in the 2000/01 and R 13 billion in the 2004/05 financial years. This financial commitment by government is significant. It will be imperative that the provincial and local government sectors together with the dplg ensure that this financial investment results in improved levels of development.

Before I attend to some of the salient points in this budget review, I would like to address some policy related matters.

THE PROVINCIAL AND LOCAL GOVERNMENT POLICY REVIEW

As you will recall, our Ministry and Department was mandated by Cabinet to undertake a policy review on provincial and local government. The first phase of the policy review was initiated on 31st July 2007. It consisted of a public call for responses to key policy questions about provincial and local government. The deadline for public responses was 31st October 2007. A wide range of responses were received from individuals, political parties, organized local government, municipalities, non-governmental organizations (NGOs), universities and research institutions, public enterprises, national and provincial government departments.

Furthermore, a comprehensive programme of research was commissioned and it was complemented by interviews with a sample of practitioners and policy makers. Our Minister reported the completion of the first phase to the public on 12th December 2007.

There are five clusters of issues that arise from this consultative process, namely:

	The role of provincial government and the two-tier system of local government,


	Deepening local democracy, accountability and participation,


	Strengthening capacity to meet basic needs and enable sustainable development,


	Refining the intergovernmental roles, functions and fiscal systems of spheres, and


	Making cooperative governance work more effectively and improving oversight.


Progress reports were presented to the Extended Cabinet Lekgotla in January 2008 and an extended meeting with the President's Co-ordinating Council (PCC) in May 2008.The next phase will involve the development of a draft White Paper and a publication for public comment as well as further related mandates from Cabinet in the 2008/09 financial year.

PROVINCIAL GOVERNMENT

There is a growing and an appreciable level of attention to provincial government matters at the dplg. Aside from the policy review process, there has been some focus on other important areas. These include the monitoring and evaluation work that has been undertaken with provinces and co-ordinated by the dplg at the level of the President's Co-ordinating Council. The following are some of the areas and sectors, at provincial level, that have received particular attention in PCC discussions:

	Provincial government spending: The relative increase in provincial spending of 2006/07 compared to the 2005/06 spending and audit outcome.


	Health, Education and Housing: The need to improve the alignment of budget planning and spending in these provincial departments.


	Education: The implementation of the No-Fee Schools policy in all provinces.


Roads, Works and Transport: A capacity building programme, co-ordinated by the Department of Public Service and Administration, to relevant provinces following the results of the Public Management Watch. This watch is an indicator-focused initiative which seeks to improve administrative practices, particularly in these provincial departments.

Also, the dplg work is undertaken to support the development of the Provincial Growth and Development Strategies (PGDSs) and their alignment with the local Integrated Development Plans (IDPs) and the National Spatial Development Perspective (NSDP). Related to this programme and following the promulgation of the Intergovernmental Relations (IGR) Framework Act in 2005, the dplg has been supporting provinces in order to implement this Act. We can already indicate, Honourable Chairperson, that details with regard to the progress that is being made by provincial government in intergovernmental relations will be tabled to the National Council of Provinces (NCOP) and the National Assembly (NA) by our Minister in June. We hope that we will have a further opportunity to discuss this report (refer to copy circulated) with the Select Committee in the current financial year.

TRADITIONAL LEADERSHIP AND TRADITIONAL COMMUNITIES

With regard to government's policy on traditional leadership, some ground has been covered since the promulgation of the Traditional Leadership and Governance Framework Act in 2003. These areas of progress, challenges and future programmes were covered in great detail by the President during the opening of the National House of Traditional Leaders on 22nd February 2008. The key sectors, in all spheres, that will be involved in this support programme include Arts and Culture, Land Affairs, Agriculture, Health, Social Development, Housing, Justice and Constitutional Development, Safety and Security, Home Affairs, Environmental Affairs and Tourism, Trade and Industry and Minerals and Energy.

Previously, we also indicated the need for increased support to the Institution of Traditional Leadership and the work that is currently being undertaken to support traditional communities. Specifically, the allocations are as follows, over the 2008/09 to 2010/11 period:

	Commission for the Promotion and Protection of the Rights of Cultural,


	Religious and Linguistic Communities: R60.5 million;


	Commission on Traditional Leadership Disputes and Claims: R31.3 million; and


	National House of Traditional Leaders: R20.2 million.


At provincial level all the affected provinces have now been able to develop provincial-specific legislation that is informed by national legislation. This legislative framework and the programme of support seek to provide a sound basis for restoring and recognizing the role of this institution in our society.

Regarding the work of the Commission on Traditional Disputes and Claims, the completion of a report on the first phase of this exercise was publicly announced by the Minister and the Commission last month. In this financial year, we will continue to support this Commission and attend to the implications of the report. Furthermore, we will also be introducing legislative amendments to the Traditional Leadership and Governance Framework Act in order to, amongst other issues, address the legislative matters with regard to Kingships and respective councils. Also, we will be proposing some amendments to the National House of Traditional Leaders Act, in order to, amongst other things, bring in line the work of the National House with Provincial houses and clarify the powers, functions and duties of the National House.

We have now finalised the policy on Khoi-san communities and traditional leadership. This work was undertaken with the relevant stakeholders. Recently, our Ministry and Department held final consultations with the National Khoi-san Council and we will be presenting the final document to Cabinet in June. Our intention is to open this policy for public comment and further engagements with Parliament and this Select Committee.

Of significance, is Cabinet's approval to establish a dedicated national department responsible for traditional leadership within the Ministry of Provincial and Local Government.

INFRASTRUCTURE INVESTMENT AND SERVICE DELIVERY TARGETS

The Local Government Equitable Share continues to be an important funding instrument that supplements municipal own revenue for the provision of free basic services to poor households. The Local Government Equitable Share is budgeted to grow from R12.4 billion in 2007/08 to R24.9 billion in the 2010/11 financial year. This means that there has been an additional R6.5 billion over the 2007 baseline.

The increase to the Equitable Share is also informed by the Community Survey (2007) that was undertaken by Statistics South Africa. The findings from this survey indicate that there is increasing access to basic services. For example, out of the 12.5 million households, 88 percent of these households now have piped water and 80 percent of households can now use electricity for lighting, as compared to 58 percent in 1996. The percentage of households where refuse is removed by a local municipality at least once a week increased from 51.2 to 60.1 percent in 2007.

Municipalities identify households that are eligible to receive free basic services. The average annual growth in dplg's spending in excess of 25.3 percent since 2003/04 has enabled the department to make a substantial contribution to the welfare of all South Africans through expanding the provision of free basic services, particularly to poor households. In line with the priorities that were outlined by President Mbeki during the SoNA in February 2008, our department will work together with the Department of Social Development and other key departments in the project entitled: 'War against Poverty". This is one of the Apex priorities for this year. This means that whilst progress has been registered, it will be accelerated by targeting households for poverty relief measures at local level.

The equitable share also includes the special contribution towards councillor remuneration and the Regional Services Council (RSC) Replacement. This replacement grant will be allocated an amount of R9 billion in 2008/09 and R10 billion in 2009/10.

The Municipal Infrastructure Grant

Honourable Chairperson, the Municipal Infrastructure Grant (MIG) programme is intended to supplement municipal capital budgets in order to provide basic services, particularly for the benefit of poor households. It is also worth noting that the management of the Municipal Infrastructure Grant (MIG), including the department's support and monitoring of municipal spending, has improved tremendously, as did the overall quantum of MIG spending by municipalities, since this grant was introduced in 2004.

We hope that the Select Committee will also appreciate that the improvement in spending patterns had a positive effect on the bucket eradication programme that is championed by the Department of Water Affairs and Forestry (DWAF) in formal housing areas. Since 2005 an amount of R1.8 billion was ring-fenced within the MIG in order to implement this programme. According to DWAF, by March 2008 ninety one percent of the bucket backlogs were eradicated, mainly through the funding available in MIG and with the involvement of all three spheres of government. As we look ahead to the future, municipalities will receive a total of approximately R31 billion over the 2008/09 to the 2010/11 MTEF period. This means that an additional R3.8 billion was added over the previous 2007 budget baseline.

In view of the current needs in our communities, the MIG allocations target particular sectors of development. For example, in the 2008/09 financial year the targeted infrastructure projects include the following:

	Water and sanitation to the amount of R4.7 billion representing 54 percent of the total grant;


	Municipal roads to the amount of R 1.5 billion representing 17 percent of the total grant;


	Public municipal service infrastructure to the amount of R1.3 billion representing 15 percent of the total grant; and


	Social institutions and micro-enterprise infrastructure to the amount of R433 million representing 5 percent of the total grant.


Infrastructure investment and development in rural and urban nodes

In the 2008/09 financial year, nodal municipalities will receive an amount of R433 million from the MIG grant in order to accelerate development programmes in these rural and urban nodes.

With regard to improving development opportunities in the nodal municipalities, detailed economic profiles have been developed for 21 urban and rural development nodes, including the identification of key interventions for public and private sector investment opportunities. Impact assessments have also been conducted in four urban and two rural nodes, namely Alfred Nzo, Maluti-a Phofung, Alexandra, Motherwell, Khayelitsha and Mitchell's Plain.

CAPACITY BUILDING AND HANDS-ON SUPPORT

Our approach to capacity building is informed by lessons form 'Project Consolidate' (2004-2006) and the current Local Government Strategic Agenda. The deployment of expertise to support the infrastructure programmes in municipalities continued in the 2007/08 financial year. Previously, there has been a challenge of low levels of infrastructure spending. To address this challenge, the dplg and its partners, such as the Development Bank of Southern Africa (DBSA) and the South African Institute of Civil Engineering (SAlCE) mobilized technical experts who were deployed to municipalities in order to strengthen their Project Management Units.

As a result, the levels of infrastructure spending have improved to 98 percent by June 2007, at the end of the last municipal financial year. This approach of addressing capacity challenges was important in order to prepare for possible

future increases in financial resources. However, whilst recognizing this good progress, there is still a need for a few municipalities that have been identified, to address the problem of under-spending and seize the opportunity that is presented by our current capacity building programmes.

Development Planning

Honourable Chairperson and Members, efforts have been made towards improving the alignment of planning across the three spheres of government. Some municipalities were not able to adopt their IDPs by the start of the municipal financial year in the past years. This situation has, to some extent, now improved as a result of direct hands-on support programmes to municipalities.

For the first time in 2007/08, there was a 100 percent adoption rate of IDPs in municipalities. Furthermore, the support has been directed at improving the quality of these plans based on indicators and criteria that are reflected in the lDP Credibility Evaluation Framework. These criteria include the existence of

mechanisms for community participation, budget commitments and expected outcomes over the five year period. As a result of this initiative, there has been an improvement of lDPs that have medium to high credibility from 64 percent in 2006/07 to 79 percent in 2007/08.

In order to improve coordinated and integrated planning, the National and Provincial Development Planning/Implementation Forums were initiated, comprising planners and project managers from municipalities, provinces and national sector departments. This has set the basis for integrated planning in the 2008/09 financial year. lDP Analysis Sessions have been held in all provinces during April and May 2008. During these sessions, draft lDPs were evaluated and suggestions for improvements were recorded. In the 2008 sessions, officials were requested to ensure that they give the responsibility for improvement to some agent, besides the municipality. A consolidation of these tasks would form the basis of the Sector Master Plan to municipalities.

A Winter School will also be open to planners from municipalities that have poor lDPs and will be held in July 2008 at the University of Pretoria. Both SETA accredited courses and non-accredited courses will form the curriculum, including sustainable development, land use management systems, spatial development frameworks, project management and introduction to financial management. Furthermore, we have initiated a partnership with the South African Planning Institute (SAPI) on a mentoring programme for municipal planners on Development Administration.

The adoption rate of lDPs for the 2008/09 financial year will only be known in July 2008. The findings of the 08/09 Provincial lDP Analysis Sessions will form the core of the Sector Master Plans. These will be work-shopped with the various sectors from July to September 2008.

Performance management

The dplg has also sought to enhance the performance management system through the refinement and communication of the Key Performance Areas (KPAs). This means that a set of KPAs can now be applied in measuring municipal performance. The KPAs are reflected in the Municipal Performance Regulations of 2006 and are designed to support municipalities as they formalize Performance Agreements and Contracts with Municipal Managers and other Senior Managers. Similarly, the vacancy rate of Municipal Managers has decreased from 22 percent as at the end of September 2007 to 12 percent by the end of March 2008, representing a decrease of 10 percent. The vacancy rate of Chief Financial Officers (CFOs) has also improved to 17 percent by the end of 2007. However, there is a need for municipalities to work hard in further

reducing vacancy rates at all levels of the institution, considering that this can have an impact on the ability of municipalities to perform their mandate. This is

one of the priority projects of government in the 2008/09 financial year, which requires that municipalities must fill these senior posts within six months of a vacancy arising.

Over the medium to long-term, the dplg will also focus on monitoring the other levels of staff, particularly professionals, middle management, back office support officers and front line staff.

Financial management

In the last year there has also been a focus on strengthening the financial management capacity of municipalities. For example, with regard to the submission of Annual Financial Statements (AFS), for the year that ended on 30 June 2007, there was an improvement in that 81 percent of municipalities submitted these statements on time by 31 August 2007, as prescribed by the Municipal Finance Management Act. Previously the submission rate was 69 percent.

Also, the establishment of Internal Audit Committees (lAC) has increased to 74 percent. In the 2007/08 financial year and in recent months, we have been working with the Office of the Auditor-General, National Treasury, the Institute of Municipal Finance Officers (IMFO), provinces and municipalities to address these challenges in the context of the Local Government Strategic Agenda. There are positive trends but a lot of attention by municipalities is required in this area. For example, the timeous submission of Annual Financial Statements (AFS) by municipalities improved from 60 percent to 81 percent, as compared to the previous financial year. The establishment of the Internal Audit Committees has marginally improved from 72 percent to 74 percent. In the previous municipal financial year (2005/06), two out of six metros received adverse audit opinions and in the following year (2006/07), no metro has received such an opinion.

Also, according to the analytical report by the Auditor-General of 179 municipalities, the number of municipalities that have received disclaimed audit opinions have reduced from 67 to 56. The number of municipalities receiving unqualified audit opinions has increased from 44 to 54. These trends point to the need for us to continue with our approach to targeted hands-on support and extra-ordinary efforts focused on financial management in municipalities. This requires high levels of commitment and accountability at both managerial and political levels in local government.

The Local Government Anti-corruption strategy

Honourable members, you will remember that our Minister launched the Local Government Anti-corruption Strategy in order to guide all municipalities and provinces in the fight against corruption. With the support from the South African Local Government Association (SALGA), donors, provincial government departments and other government bodies, some municipalities that require support in the implementation of the strategy have been identified, particularly with regard to:

	Procurement procedures,


	Employment practices,


	Housing programmes,


	Customer care hotlines, and


	An improved value system in municipalities.


As indicated by the President at SoNA, we will further roll-out this support programme to an additional 150 municipalities throughout the country.

Associated institutions involved in capacity building

Also, other institutions that are associated to the dplg and involved in local government support initiatives have been allocated the following amounts over the 2008/09 to 2010/11 MTEF period:

	The Municipal Demarcation Board, R97.7 million;


	SALGA, R70.3 million; and


	The South African Cities Network, R 14.6 million.


DISASTER MANAGEMENT

As you may be aware, our national disaster management centre is working together with other provincial centres in order to co-ordinate the government's programme on the recent attacks on foreign nationals and incidents of violence. These incidents are a serious indictment on our newly found constitutional democracy and must be condemned in the strongest possible terms. At the same time, it is clear that we need to address the nature of this problem and its symptoms within society as a whole and within government structures. We have identified the need to engage local communities, build social cohesion, civil consciousness and peaceful co-existence as idealized in our Constitution and the Bill of Rights. The Gauteng and Western Cape provinces have declared these areas as disaster areas according to the provisions of the Disaster Management Act of 2002.

We have also been convening working sessions with representatives from national and provincial government to assess progress in the implementation of a coordinated response to the current situation. This matter will be discussed further in the upcoming PCC meeting.

With regard to the past year's (2007/08) general mandate, the National Disaster Management Centre has mobilized resources for post-disaster reconstruction and rehabilitation as follows:

	R180 million was mobilized for the KwaZulu-Natal storms and tidal surge incidents during March 2007;


	R115 million for the South African drought;


	R13 million for the compound flood in the West Coast District area during une 2007; and


	R105 million additional funding for the Khutsong Resettlement Plan.


The Centre has also coordinated disaster relief efforts with regard to the fires (Working on Fire Programme) in Mpumalanga, Eastern Cape, Free State, KwaZulu-Natal and Western Cape. At an international level, the Centre was able to coordinate responses to the Burundi floods, Mozambique floods and tropical cyclone, the Mozambique ammunitions explosion as well as coordinating relief intervention in the Kenya post-election violence.

We are improving disaster management capacity by developing unit standard qualifications to create a career path. We have also developed regulations for disaster management volunteers, which we hope will enable municipalities to recruit volunteers in larger scales.

As we work towards the FIFA 2010 World Cup, the Centre has been assisting the Host Cities with preparations. Amongst other initiatives, we have completed an investigation with regard to the current status of fire services in South Africa, undertaken a high-level audit of 2010 Host Cities preparedness, and developed a guideline for disaster management contingency planning. To date, disaster management centres have been established in 5 of the 9 host cities and disaster management host city plans are in place in 7 of the host cities.

Honourable members, we also intend to finalize and table to Parliament the Disaster Management Annual Report in the 2008/09 financial year.

PUBLIC PARTICIPATION

The public participation programme remains one of our flagship programmes, as we seek to support municipalities to improve local democratic governance. This programme requires that there be a political and administrative will on the part of municipal councils to deepen community participation and empower local citizens to be involved in the processes of their own development. The Honourable Members will remember that our department issued guidelines to this effect. In this current year we intend to make further proposals that will seek to ensure that municipalities make better provision for the funding of community participation programmes within the local government equitable share and the municipal systems capacity grant, which has been allocated a total of R612 million in the MTEF period.

In addition to these proposals, our department together with governmental and non-governmental institutions will be hosting a conference on 4-6 June this year on improving multilingualism in local government. We will appreciate the inputs and insights of the Select Committee members during this conference since language remains one of the barriers of communication in our country.

PROGRAMMES ON WOMEN AND THE YOUTH

We would like to thank the public and organizations which continue to support the 'South African 16 Days of Activism for the Elimination of Violence against Women and Children' Campaign that is coordinated by our Deputy Minister, Ms N Hangana. As she reported in December 2007, this initiative is now a campaign of the entire nation, penetrating across all sectors and geographical areas of our country. In the past year, we have witnessed a marked improvement in the participation of male compatriots, members of rural communities and nongovernmental organizations. With the current challenges of social cohesion in our communities we hope that South Africans will continue to hold each other's hands and ensure that this becomes a daily campaign of activism and vigilance against violence on women and children.

In the 2008/09 financial year, we will also be rolling out a Gender Framework for Local Government which has been developed in consultation with SALGA. This framework seeks to guide municipalities in areas such as:

	Gender, Integrated Development Planning as well as Budgeting,


	Embedding gender in service delivery implementation programmes, and .


	Gender performance indicators and monitoring mechanisms.


With this increased focus on vulnerable groups in society, we have been able to set aside financial resources to mobilize and guide municipalities in the implementation of youth programmes. In the 2008/09 financial year, we will also be hosting a Youth Development Summit together with youth organizations and non-governmental organizations. This Summit will address matters related to:

	The participation of the youth in local decision-making processes,


	Opportunities that are presented in various infrastructure programmes that are co-ordinated by the dplg and other government departments, and


	Human resource development programmes that are being offered in both the public and the private sector.


ORGANISATIONAL CAPABILITY AND PERFORMANCE

In addition to the above expenditure trends the department also shows an increase of 19.6 percent in administration which is due to the strengthening of our internal business processes as well as monitoring and evaluation systems. The dplg Business Plan for 2008/09 seeks to provide details with regard to performance indicators and expected outcomes (refer to copy circulated).

CONCLUSION

Finally, Honourable Chairperson, the department's approach to provincial and local governance is forward looking in character, results-oriented and seeks to enable ordinary citizens to take part in the processes that determine their own development and ensure that government is accountable to the communities it serves.

We can confidently say that we are on course and our "hands are firmly on deck" to ensure that we too, as members of the dplg, can make our contribution to the development of the South African people. Once again, we thank you for the opportunity and look forward to fruitful deliberations.

Thank you.

Annexure A

List of documents:

1.	Intergovernmental Relations Framework Act;

2.	Intergovernmental Relations Report;

3.	Traditional Leadership and Governance Framework Act;

4.	Disaster Management Report;

5. Conference Programme;

6.	Discussion document on the funding model for Ward Committees;

7.	Discussion document on Multilingualism;

8.	National Capacity Building Framework;

9.	Case studies CD;

10. DPLG Business Plan 2008/09.

