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 “The transformation of the economy, and the assertion of democratic control over the allocation of public resources, depends to a great extent on the reformation of the budgeting process … If South Africa’s transition to democracy is to be complete, it is essential that the process of allocating and appropriating public resources is opened to greater public participation. This includes the introduction of meaningful parliamentary money bill amendment powers.” -  Peoples Budget Document 2003/2004 submitted as a proposal to Parliament before the reading the 2002 national budget speech.  

1. Introduction

The People’s Budget Campaign (PBC) is a coalition of the South African Council of Churches (SACC), Congress of South African Trade Unions (COSATU) and the South African Non-Governmental Coalition (SANGOCO). The People’s Budget Campaign seeks to define fiscal strategies that can eradicate poverty, support economic development and ensure greater equity by race, gender and class, by:

• Meeting basic needs, especially by restoring and enhancing the public sector and social spending

• Ensuring the retention and creation of quality jobs in a context of economic growth

• Giving the majority of people greater access to assets and skills

• Supporting increasingly democratic and participatory governance

• Protecting the environment and ensuring sustainable development throughout the Southern African region.

In October 1997, COSATU General Secretary Zwelinzima Vavi explained civil society’s frustration at participating in a budget process inherited from the apartheid regime and declared – after consultation with the Peoples Budget stakeholders - that “We will only participate in future parliamentary budget hearings if meaningful participation is made possible through a reformed budget process.”  Mindful of our common responsibility to ensure that the budget process is transformed in line with our commitment to democratic, transparent governance and the constitutional mandate in sec 77, we welcome this opportunity to comment and make a submission on the Draft Money Bill Amendment Procedure and Related Matters Bill, 2008. The PBC stakeholders hope that the proposed legislation will provide for significant attention to budget and economic transformation that incorporates civil and public participation so as to stimulate the PBC stakeholders’ right to engage parliament in a reformed budget process in the near future. 

2. Amendment powers of Parliament

The Peoples Budget Campaign has - in its proposals to Parliament as early as 2002 – recommended that the amendment powers of parliament as they relate to budget reform processes, the transformation of the economy – indeed toward a pro-poor budget with anti-poverty measures and a developmental economy – are inherently linked to a process that is inclusive of civil and public participation. Secondly, we affirm that the Constitution of the Republic – in Section 77 (2) unlike parliamentary money Bill procedures under an apartheid regime - allows that “an Act of Parliament … must provide for a procedure to amend money bills before Parliament.” Up until now, these procedures have not been provided for and therefore, money Bills have been tabled without the rights of amendment – thereby in contravention of their constitutional and democratic requirement for due process. 

While lamenting the lateness of the Draft Money Bills Amendment Procedure and Related Matters Bill – 14 years into our democracy and 11 years after the first amendment legislation was referred back to National Treasury - the PBC nevertheless welcomes the proposed legislation. We recognize that the scope and timing of parliamentary amendment powers is one of the most contentious debates around which budget reform revolves. Those who emphasise budgetary stability and the importance of technical management of the budget are inclined to want to limit Parliament’s capacity to alter the Executive’s budget. Many who propose ‘budget stability’ point out that the budget process is technically complex and may question whether parliamentarians have the capacity to assess the impact that changes in one vote will have on the programmes of another department. In contrast, others argue that one of the fundamental functions of government is the collection and allocation of public funds. Other policy decisions are meaningless if there are insufficient resources – both financial and human – to realise the stated objectives. Consequently, this camp would argue that the legislature must exercise budgetary and financial powers commensurate with its legislative and policymaking powers. This implies that Parliament must be able to make fairly substantial changes in the budget, including changes in total spending – changes that have unavoidable implications for macro-economic policy. 
The PBC recommendations have endeavoured to chart a middle course between these two extremes. On the one hand, we acknowledge the legitimacy of the ‘technocrats’ interest in defining a stable and efficient budgeting process which is not prone to being held hostage to political or other special interests of the legislature. On the other hand, the PBC agrees that Parliament must be able to exert substantial influence on spending priorities, if there is to be meaningful democratic control over the deployment of public resources. In this regard, we welcome the tabling of the draft Money Bills Amendment Procedure Bill signifying support that Parliament should have the ability to amend the budget. 

There are, however, a number of serious unanswered concerns pertaining to provisions in this Bill which we hereunder raise, even as we support the Bill in principle. 
3. Definitions (Section 1)
3.1 Fiscal framework

A lack of clarity as to what constitutes ‘the fiscal framework’ - a key issue that Parliament is required (as per clause 6(1)) to consider and adopt - and which may set the parameters for Parliament’s subsequent amendment of money Bills. This point is, however, not clearly spelt out in the Bill. What constitutes the “fiscal framework”? This goes to the heart of how far Parliament may actually be able to amend money Bills. The definition provided of ‘fiscal framework’ - the relevant fiscal framework as reflected in the national macroeconomic policy - is vague. We are unsure whether it refers to the key fiscal aggregates - such as the deficit/GDP ratio and expenditure/GDP ratio - or something far more detailed. A clearer working definition should be provided either in the ‘definitions’ or in section 5. 

3.2 Money Bills

It should be noted that the term money bill covers two broad categories of Bills, the first being Bills associated with the National Budget Process (ie Bills that appropriate from the National Revenue Fund) and Bills of taxation (ie. surcharges, levies, taxes and duties). The National budget process (as a primary mechanism for delivery of government's programme may be subject to practical constraints, especially related to question of time.  So accordingly, while as part of civil society we believe that provision MUST be made for a meaningful role for civil society participation in the budget process, this must be effected in a manner that takes into account the practical constraints. However, even within these constraints provision must be made for adequate public comment period as well as public hearings.  We would accept however, that the budgetary process would not necessarily mirror that of other ordinary bills.

 

While we have admitted that there are particular time constraints applicable to budget bills, it would be problematic to apply the same principle to bills of taxation, which if necessary may be held over for much longer parliamentary consideration where necessary.  Here we are of the view that the public participation process should mirror that of other ordinary non-money bills.  Here we note that section 77(3) provides that "all money Bills must be considered in accordance with the procedure established by section 75", which should be an indication that the Constitution does not envisage a process that is completely different from that of ordinary non-money bills. 

4. Parliamentary committees for consideration of proposed amendments
(Section 4)
There is no rationale provided for the establishment of these new committees and what role existing committees would play in relation them, if any. How would these committees of Parliament (one in each House) be established in terms of the Bill (see section 4) and how will they relate to the current work of the Portfolio Committee on Finance, the Select Committee on Finance and the Joint Budget Committee, for example? The proposed committees will be required to deal with issues such as ‘consideration of the national government’s fiscal policy framework and macro-economic policy’ and ‘consideration of national public finances’. 

If Parliament is to fully engage budget issues, there must be a shift in emphasis (notably in terms of allocation of time) from debates in the House to deliberations in the committees. All Portfolio and Select committees will need to become more actively involved in the budget process, rather than leaving primary responsibility for budget to the finance and public accounts committees. 
The PBC recommends greater clarity as to how these new committees are intended to relate with existing committees.

5. Information required prior to introduction of national budget (Section 5)
Section 5 specifies that statements on government’s fiscal policy framework and macro-economic policy, intergovernmental financial and fiscal relations, and the medium term budget policy statement should be provided to parliament at least three months before the introduction of the national legislation that appropriates money. During this time Parliament needs to receive these important pieces of policy and information, consider them, hold public hearings, make the necessary communications with Treasury so that the views of Parliament can be incorporated in the preparation of the budget. This time period appears insufficient. By the time that Parliament makes its views known it may be likely that the budget will already have been drawn up. This may have the effect of undermining the actual effectiveness of parliament’s engagement with the budget process. Furthermore, the Bill requires Parliament to adopt the ‘fiscal framework’ but makes no provision in the event that parliament may decide to amend it. The process described in clause 5(1) suggests that the Minister must submit to Parliament statements on the national government’s fiscal policy statement. 

The PBC proposes that:

(a)  The time period considered in 5(1) be lengthened so that parliament engages with the relevant policies well before the preparation of the ensuing year’s budget;

(b) The Bill provide for a process in which Parliament communicates its views on the information specified in section 5 to National Treasury. Such a process would provide for real engagement, rather than a one-way passage of information and enable Parliament to engage in meaningful participation around the fiscal process. Such a process will enable improved participation, enhanced stability as well as and greater policy predictability since input will be able to flow from Parliament at an earlier stage. The possibilities for dealing with amendments are constrained if left to the stage where the budget is being drawn up.  

(c.) The Bill specify that the committees follow a consultation process concerning the ‘Information required prior to introduction of national budget’ and the fiscal framework which Parliament is required to adopt. The means of consultation proposed is both a constitutional and democratic imperative in order to enhance parliament’s role of oversight. Therefore, we further recommend that the Bill be amended to provide for public hearings on the issues specified in section 5, prior to the adoption of the fiscal framework by Parliament.

6.
National government’s fiscal policy framework and macro-economic policy (Section 6)
 Clause 6(2) suggests that Parliament may amend a money Bill once it has adopted ‘the fiscal framework’ and the annual Division of revenue Bill. Greater clarity is required on how to link these events. What are the consequences if Parliament disagrees with the fiscal framework? What may be the implications should a fiscal framework -  about which Parliament may have reservations – be adopted and how will parliament relate to subsequent amendments to the budget? Greater clarity of procedure is required – it seems - in order to amend the fiscal framework within the Bill. One measure that may be helpful, we suggest, is that the proposed time period as proposed in section 5 be considerably extended so as to enable Parliament to engage with the relevant policies well before the preparation of the ensuing year’s budget.

7. Procedure for amending money Bills (Section 7)
Clause 7(3) requires that ‘Any committee proposing an amendment to a money Bill must motivate such proposal with reference to the following items’, and the proceeds to list 11 items, (a) to (k). It is not clear whether this is intended to mean that the proposal needs to be motivated with reference to all of the items or to any of them. We assume that it is latter, since it would be unreasonable to expect Parliament to motivate any proposal with reference to all 11 items. We propose that this be expressed more clearly in the Bill. 

The PBC proposes that: 

The list under 7(3) be broadened to include (l) Constitutional obligations imposed on government ensuring access for all to housing, health care, food, water, social security, the care and protection of children, an environment that promotes health and well being and an education that provides for the economic well being of the nation.    

The above proposal is based on the consideration that Parliament – in fulfilling its constitutional function of passing a mandatory amendment money Bill procedure – to acknowledge its responsibility for allowing government to fulfil its constitutionally enshrined responsibilities in providing for people’s socio-economic rights and needs. Such recognition would have implications for section 7(7), which refers to the items which a committee needs to take into account when considering a report relating to a proposed amendment to a money Bill, and for section 7(9) which specifies that the committee must provide to the House its reasons for a proposed amendment. Both of these clauses cross-reference section 7(3). 
8. Establishment of a Budget Office (Section 8)
This section provides for the establishment of a budget office and related matters. We propose that the mandate of this office be somewhat broadened from that specified, in line with the responsibilities and areas of work proposed in the Bill for the new committees. Section 4 specifies that the new committees deal with issues such as ‘government’s fiscal policy framework and macro-economic policy’. Yet the areas of work specified for the Budget Office in Section 8 are somewhat narrower – ‘detailed administrative support’ which is to ‘include research and technical experts in the area of public finances’. Although this section does not exclude other areas of work for the Budget Office, it de-emphasises them by omission. This might mean that the Budget office does not provide the necessary support to the committees in other relevant areas of their work, such as macro-economic policy. We therefore propose a broadening of section 8(3) to read “8(3) the dedicated administrative support must include research and technical experts in the area of public finances and macroeconomic policy.”

The PBC further recognises that: 

·  Parliament will require enhanced research and analytical capacity if it is to exercise its budgetary amendment powers responsibly and effectively and that - while Parliament itself is best placed to determine what form this increased capacity should take - the following points are relevant:
· Expert capacity will be particularly essential in areas such as macro-economic analysis and modelling, analysis of spending and identification of obstacles to spending, and accurate costing of alternative proposals on both the expenditure and revenue sides;
· The proposed budget office could be an appropriate institutional mechanism for providing Parliament, and the Finance and Budget committees in particular, with the necessary backup. Other Portfolio Committees should also have access to specialized budgetary research and analysis (e.g. in health economics, transport economics, etc.); and 
· Agrees with research conducted in 2002 that a 5-8% increase in Parliament’s budget could build a good skeleton service.
9. Further considerations

9.1 Creating opportunities for broader engagement

The Bill is silent on any form of public or civic participation and therewith unclear in its relation to budget reform, economic transformation and the constitutional instruction to include democratic participation in the procedure for amending money bills. The PBC therefore proposes the following opportunities for broader engagement in strengthening democratic procedure in this matter.   

9.2 NEDLAC

NEDLAC should be able to engage substantively with the budget process in a way which complements the role of elected representatives. The Public Finance and Monetary Chamber of NEDLAC (possibly with the addition of representatives from the Community Constituency for the purposes of the budget process) should engage with the budget throughout the cycle and should be able to deal with all three years of the MTEF. NEDLAC should be involved in all important aspects of the MTEF, and specific sites of intervention in the budget cycle could include the following points:

• Prior to the presentation of the draft MTBPS, the Department of Finance could present its macroeconomic projections (growth rates, etc.) for the next three years to NEDLAC. NEDLAC or its constituencies could mandate independent analysis and projections, and there could be engagement within the chamber around what projections are realistic and/or desirable, with an emphasis on the coming year;

• The draft MTBPS could be tabled at NEDLAC. Constituencies would then table inputs focusing on macro-economic parameters. The onus would be on the Department of Finance to accommodate these. For example, constituencies – or at least labour, business, and community – could agree that spending on economic infrastructure should increase by at least 5% in real terms. The intention would be to negotiate constituencies’ positions to reach, if not consensus, then agreement on the bands within which key parameters should fall. Such agreements would then inform the final MTBPS;

• The final MTBPS could then be tabled at NEDLAC. As in its presentation to Parliament, the Department could be required to indicate to what extent it has incorporated agreements/constituency proposals, and if not, why not;

• After the presentation of the budget, constituencies could table their inputs to NEDLAC. Constituency proposals would be forwarded to the relevant portfolio committees and the Budget Committee to inform their deliberations;

• At some (early) point during the budget cycle NEDLAC could also address itself to significant definitional issues (for example the classification of personnel vs. current expenditure, or the definition of the deficit) and propose more appropriate standards of measurement and presentation. NEDLAC’s role should be explicitly spelled out in the Money Bill Amendment Procedure and Related matters Act so that it can exercise its democratic mandate as an instrument of popular sovereignty;

• Parliament must have adequate and appropriate research and analysis capacity to enable it to use its powers effectively;

• Opportunities for input, both public and parliamentary, must be introduced throughout the budget cycle. They should not be confined to the final stages when substantial changes become difficult to incorporate without causing serious disruption.

9.3 Civil society

In the medium to long term, opportunities should be created for the structured participation of civil society in the budget process along the lines of the poverty hearings. Organs of civil society (as well as individual community members) have valuable inputs to make in terms of their needs, expenditure priorities, and problems in current programmes. This information would not only improve the quality of the budget but give people a sense of ownership of the budget. Interaction could take the form of hearings on particular functions in particular provinces on an annually rotating basis (e.g. one year the Eastern Cape could deal with health, Northern Cape with water, Gauteng with education, etc. and the following year each province would deal with a different function).

In the short term, there would be two main ways that civil society organisations could influence the budget process if the PBC’s proposals are adopted. First, they would be able to make submissions to Parliament itself at the various stages of the budget cycle. Once Parliament has meaningful amendment powers, this would become a worthwhile process. Second, there would be opportunities for input through NEDLAC. The youth, rural, disabled and women sectors that currently sit only in the Development Chamber, should also be invited to participate in budget deliberations in the Public Finance and Monetary Chamber.

10. Conclusion

The PBC welcomes even at this late stage the introduction of this piece of legislation that deals with Parliament’s constitutional mandate to provide an Act of Parliament providing for a procedure to amend money bills before Parliament. We realize that parliament – as with many other – are working under tight time constraints. We have outlined the PBC’s close affinity for budget reform, the transformation of the economy and democratic control over the allocation of public resources. 

We have raised our concerns at what we believe are shortcomings within the Bill but we have simultaneously offered proposals in line with the history of research of the Campaign on budget reform and money Bills amendment procedure legislation. We believe that within all of civil society and labour as represented within the PBC, there exists goodwill, resource and capacity to engage Parliament for legislation in the best sense of strengthening our participatory and constitutional democracy. To this end we believe that without the participation of civil society, this Bill will be fundamentally flawed. 
We look forward to further engagement with Parliament – as might be necessary - on this matter in the hope that this constitutional requirement for economic transformation may be recognized and implemented in a manner best befitting our maturing constitutional democracy. 
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4th August 2008

Dear Colleagues/Comrades

The Peoples Budget Campaign

Submission on Draft Money Bill Amendment Procedure and Related Matters Bill, 2008

Presented to Parliament of the Republic of South Africa

1 August 2008
We appreciate the preliminary work of the current Peoples Budget Campaign Committee on the proposed Draft Money Bill Amendment Procedures and Related Matters Bill 2008.

SANGOCO as a full member and partner of the Peoples Budget Campaign after scanning through the current proposed submission of the committee to Parliament regarding this Bill 2008 would like to endorse the submission.

In addition as recommended in the proposed submission SANGOCO believes the Finance and Money Chamber of NEDLAC is the appropriate structure to provide a justified and grounded process for engaging this type of Bill.

We therefore fully endorsed the proposed submission.

Sincerely yours

Ismaiyili Isaacs

SANGOCO National Treasurer

Western Cape Chairperson
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