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President JG Zuma, Address on the occasion of his inauguration, 9 May 2009

For as long as there are South Africans who die from preventable disease

For as long as there are workers who struggle to feed their families and who battle to find work

For as long as there are communities without clean water, decent shelter or proper sanitation

For as long as there are rural dwellers unable to make a decent living from the land on which they live
For as long as there are women who are subjected to discrimination, exploitation or abuse

For as long as there are children who do not have the means nor the opportunity to receive a decent
education

We shall not rest, and we dare not falter, in our drive to eradicate poverty.
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FOREWORD BY

MINISTER DEPUTY MINISTER
EBRAHIM PATEL GWEN MAHLANGU-NKABINDE

We are proud to present to you the first Annual Report of the Economic Development
Department (EDD). The Report tells the story of the setting up of a new Department of
government and the work and activities we undertook between May 2009 and March
2010. The Report also tells the story of individuals whose struggles mirror the daily
battles of our people against poverty and unemployment. A team from EDD visited seven
South Africans and recorded their stories here so that their experiences can inspire us to
work harder to make a positive difference in their lives.

We developed a Strategic Plan that outlines the objectives we seek to achieve through
economic policy-making, economic planning, coordination and social dialogue. The
Strategic Plan defines EDD'’s contribution to the Economic Cluster of Ministers. As part of
these efforts, we have been developing a new developmental growth path for the country,
focusing on ways to make the economy more labour-absorbing, green and knowledge-
intensive.

This new work in government was prompted by a realisation that the growth that we had
between 1994 and 2008 did not yield sufficient jobs. And in the recession that followed,
more than a million jobs were lost. One third of the adult population is currently unemployed.
This administration has promised to do things differently and EDD’s proposals on the new
growth path is part of that undertaking. Our efforts are underpinned by a commitment to
the creation of decent work opportunities and sustainable livelihoods, which enjoys the
highest priority within government.

The establishment of the Department occupied much of the time of the small team
that constituted EDD in our first year. But as the report demonstrates, a great deal was
achieved in this period. | trust you will enjoy reading this report and look forward to
engaging with you in striving to improve the quality of life and work of ordinary South
Africans.

President NR Mandela, Acceptance address in receiving the Decent Work Research Prize, 15
June 2007

The principles of decent work exemplify our common values, our shared respect for dialogue and our
concerns about the plight of our impoverished fellow citizens.

economic growth that expands opportunities for productive jobs and enterprise development. Decent
work also underpins the principle that the purpose of creating work and wealth is to eradicate poverty.

Decent work is based on the efforts of personal dignity, on democracies that deliver for people, and | g
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OVERVIEW BY THE DIRECTOR-GENERAL

The Economic Development Department (EDD) is a new department, formed after the 2009
general elections to strengthen government capacity to implement the electoral mandate,
in particular in relation to the transformation of the economy. The transformation of the
economy requires a pro-employment growth path that addresses the structural constraints
to absorbing large numbers of people into the economy and the creation of decent work.

The Ministry of Economic Development was established in May 2009 when President Zuma
announced a restructured national executive following his inauguration. No infrastructure
was in place, no staff and no resources. The Ministry established its headquarters on the
campus of the Department of Trade and Industry (the dti).

The Ministry participated in the National Macro-Organisation of the State (NMOS) process,
a project led by the Department of Public Service and Administration (the dpsa) and the
National Treasury. Accordingly, EDD was established, a budget for the short and medium
term secured and an organisational structure finalised. This process is outlined in more
detail in this Report.

| was appointed in February 2010 and joined a small but able team which was tasked with
establishing the department, including corporate governance processes, and the staffing
of the department, beginning with the most senior managers and their immediate support
staff. There was also a need to establish line function capacity in order to take forward the
programmes of the department.

This Annual Report reflects considerable achievements in taking forward the work of the
Department, not only in the corporate services sphere but also in the line function work of
the Department. | would like to place on record our sincere appreciation for the assistance
that has been given by the dti to date in accommodating EDD and lending corporate
management expertise and support.
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CHAPTER 1. ESTABLISHMENT OF THE DEPARTMENT

PresidentJG Zum a,Announcem entofthe Cabmet, 10 May 2009

Cabhet.. hasbeenromganied to achkeve betteralgnm entbetw een the stucture ,ourekectormIm andate...
and the devebpm entalchalenges thatneed to receive mm edBte attenton fiom govemm ent.. B]new
deparm entofEconom & Devebpm enthas been established to focus on econom i policy m aking.

P ture suppled
htoductbn byGCB

This chapteroutlhes the steps mken © establish the new D eparm ent. tw as a chalengig
and time-consuming area of work for Ministry and later Department officials during the
perbd underrmview . There were seven workstiream s descrbed bebw . Tentaied:

e putthg a basi hfiastucture 1 phce and appointihg a smffteam t© oversee the
establishm entphase and address the mm ediate needs h the M nistry
devebphg a Sttategic Phn

researchng and creatihg an organisatbnalstucture to give effectto thatphn
securig an nterin budgetand a m edim -tem budget
recruing staffforthe new deparm ent

introducing administrative and procurement systems and, finally
tansferring agencies and algning functons w ihi govemm ent.

M any ofthese workstiteam s ran sin ulaneously.

W orkstream 1:Basi mfiastructure and M nistry staff

The M nisterof Econom & Devebpm ent, M rEbmmhin Patel and the Deputy M nnister of
Econom & Devebpm ent, M s Gwen M ahhbngu-Nkabnde, werr apponted by President
Zuma on 10 May 2009. The M nister and Deputy M inister fom ed part of a new and
strengthened executive, which included new portfolios, split portfolios and reconfigured
portfolos. The Econom & Devebpm ent Deparm ent EDD), whith was subsequently
established on 7 July 2009, was a com pktel new depanrm entand did not nhherit any
seff fiom an existhg govemm entdepanm ent.

As twasanew M nistry, twasnecessary forthe M nisterand D eputy M histerto est@blish
a basic infrastructure and staff support immediately after taking office. The Minister and
Deputy Minister secured accommodation on the dti campus in Pretoria. An office layout
for a suite of offices was determined using a combination of available offices and new
offices that were developed on unutilised space. A process of rapidly procuring furniture,
telephones and office equipment was undertaken. The domain name www.economic.
gov.za was secured and email addresses created for new staff. Basic office supplies
were purchased orthe new M nistry.

AsM nsters and Deputy M fnisters have Pariam entary and Cabmetduties h Cape Town,
the Minister and Deputy Minister secured a second set of office accommodation in the
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Parliamentary precinct at 120 Plein Street. Office equipment, stationery, telephones, IT
equipment and other essentials were procured for the Cape Town offices.

EDD partcipated i the FacilitesM anagem entFormum forthe dtdcam pus,which ism anaged
through a Public Private Parmership (PPP).The orum provies a phtform where issues
rhted © fAcilites, accom m odation and security m ay be rmised, and practical solitons
fom ukted n response to these ssues.The forum convenes once every m onth.

Over the olowig months, the medim tem accomm odaton needs of EDD wer
identified and discussions held with the dti. Agreement was reached that EDD would

occupy a buidihg once tbecam e vacantand thataddibnal hterin facilides woul be
identified.

Within five weeks of the Minister’'s appointment he headhunted and appointed an
Establishment Manager, Anton Roskam, on contract for the remainder of the financial
year, to setup opemtions n the M histry and Deparm ent. T oxmer to ensure proper
functioning of the office of the Ministry, key positions, as provided for in the Ministerial
Handbook, were filled on contract and on secondment. The Private Secretary to the
M nister was apponted Plbwed by the Adm hitrative Secretary, the Parlam entary
Liaison Officer and the Media Liaison Officer. The Deputy Minister appointed a Head
of Office, Lehlohonolo Sempe. EDD thereafter embarked on a recruitment process to
formally advertise and fill further positions in the Ministry.

W otrkstream 2:Devebpihg a Stategic Pbn forEDD

Officials in EDD began work on the Department’s Strategic Plan in June 2009. A first
drmftwas com pkted 1 Jul 2009 and consuled upon w thi govemm ent. Severmlfurther
versions of the document were completed following these consultations and a final draft
was compkted h Septem ber2009.The dmft nfom ed the organiatbnal structure and
the m edim tem expendiure fiam ework M TEF) budgetofthe Deparm ent.

The EDD Stategi Phn was @blkd n ParBmenton 3 Marxh 2010 as rquird by
Parlam ent 1 accordance wih the M oney Bills Am endm ent Procedure and Rehted
Matters Act, 2009. The Strategic Plhn was prsented t© the Porthhlo Comm iiee on
Econom & Devebpm enton 5 M arxch.

The Strategic Pln contaiis a set of actons diected at one overddig outcome: to
Tcrease the num berofdecentw ork opportuniies i the econom y.This outcom e requies:
a pro-em pbym entgrow th path thatabsorbs Brgernum bers ofpeopk nto the econom y;
a bw -catbon grow th sttategy; and the utlisation of know dge and mnovaton towarxds
the goals ofdecentwork and econom i grow th.

The Sttategic Pn sets outthe workphn (I the aras ofpolicy devebpm ent, econom i©
phnning and coordhaton) to devebp a bod econom  visbn.kain s to putoureconom y
on a new grow th path and to nspie and m obilise sockty. Thi em pbym ent-ked grow th
path rrquirs carfully-considerrd polcy mitatives as well as better in pkem entation
of econom © programm es. k r=quirs a strong, effective, responsive and dem ocratic
devebpm entalstate thatworks cbsel w ih both busihess and organised bbour, draw hg
the resources and talents of South Africa’s people into a national consensus.
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PresidentJG Zum a, State ofthe Nation Address, 3 June 2009

The creation of decent work will be at the centre of our economic policies and will influence our investment
attractbn and pb-craton hibatves. h Ine w th ourundertakings, we have t© orge ahead t© prom ote a
m ore hclisive economy.

W orkstream 3 :Devebpig an organisatbnalstructure to give effectto the Strategic P En

After President Zuma announced a reconfigured national Cabinet on 10 May 2009, a
proectwas designed and in pEm ented to effectthe changes.Thi profctwas caled the
NatbnalM acro-organisaton ofthe State proect NMO S) and was com pkted w ihn six
m onths, w ith active EDD nhwolem ent.

The first major step was the proclamation of the new Department by the President on 7
Jul 2009 1 accordance w ih the Publc Service Act, 1994.

Therafler woik began on the omanisatibnal sttucture of the Depanm ent. Extensive
engagements were held with the dpsa, whose officials advised on the structure based
on the Sttategic P hn.A custom ed structure h govemm entwas devebped, w ih greater
em phasi on senbr specilist saff and fewer jinr support saff. The nial stucture
w ih dpsa supportwas com pkted by 19 August2009 and consuled w ih the M nhister for
the Public Serwice and Adm histration who concuned w ih the sttucture on 25 Septem ber
2009.Thi stucture wasused as the basis to devebp the staffbaselne costs orthe three-
yearmedim tem expendiure fiam ework which was subm ited to NatbnalTreasury
December2009.

The omganisatbnalstucture has four Ine-functon branches:

Econom & Policy Devebpm ent

Econom I P hnnig and C oordiaton
Spatialand SectorEconom ic Devebpm ent
Econom & Devebpm entand D Bbgue

To reduce the num berofprogram m es and subprogramm es, twas decided to m exge the
Econom & P hnnihg and Coordnhaton and the Spataland SectorE conom o D evebpm ent
programmes hialy.

W orkstream 4:hterim budgetand M TEF budget

The National Treasury allocated a budget of R29 million to EDD for the 2009/10 financial
year. Thi fundihg was adm nistered by the ddon behaXofthe EDD, and the DG ofthe
dti remained the accounting officer for the funds. Therefore this report does not have
audited financial statements attached; instead the management accounts may be found
in chapter 10. With effect from the new financial year of 2010/11, EDD will be required to
table its own financial statements.
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During the period under review, the Establishment Manager oversaw EDD’s day-to-
day finances. EDD spent just over half of the interim allocation, the under-spending
atrbuabk manl © very bw staffnum bers durng the establishm entphase as a r=sulk
of the need to first secure an agreed staff structure and job evaluation (see workstreams
3 and 5).

As partofthe NMO S process, the Establishm ent M anager engaged w ih the Natbnal
Treasury to secure a budget for the EDD for the threeyear M TEF peribd. Based on
the daft Stategic PEn and dmft organisatinal stucture, a budget was detem ned
for each of three years, with line-item expenditure projected for staffing, general goods
and sewices and capial expendiure. This becam e the basi for proposed baselne
expenditure for the MTEF. The final budget for EDD, tabled by the Minister of Finance
I Febrmumry 2010 was R100 m illbn for2010/11, R130 m fllon for 201142, and R150
million for 2012/13. (These figures exclude transfers to agencies responsible to EDD.)
Compensation for employees, based on a partially-funded and phased-in filling of the
organisatbnalestablishm ent,was approxin atelyR 60 m flton,R 80 m illion and R 90 m ilion
respectively.

Workstream 5: Staffing

The appontm ent of seff i a new deparm ent nvoled eght processes, descrbed n
more det@ilelsewher 1 this Chapter, nam el :

e dmfthg a Stategic P n settihg outthe scope ofwork ofthe new depanm ent

e devebpihg a demiked saff stucture t© gve effect to the Strategic Phn and
obtanng approval thersof by the M nister of Econom & Devebpm ent and the
M nisterofPublic Service and Adm histtation

e subm ithg a request for funds through the M edim em Expendiur Fram ew ork
to appontthe required num berofstaffnh each ofthwee years

e devebpihg a phn to sequence appoitm ents 1 the Iightofbudgetfunds thatwas
finally approved

e underakig Pb evaliatons for all deparm ental saff posions Wwhich nclide
constuthg pb evaliaton panels)
advertsihg the posts
short-listihg canddates and wher necessary, head-hunting addibnalcanddates,
conductihg htewews and underakig prescrbed assessm ents of candidates,
and

e fom alappontm entofcanddates through M histeralor Cabnetapprovalwhers
requied.

Thirteen senior and critical posts on the structure were identified and the Establishment
M anagerw orked w ih the dpsa to devebp their pb descriptions and evaliate the pbs on
the Equate b evaluation system .On 15 January 2010, a pb evaliaton panelchaied
by the dpsa rrcomm ended pb grmdings or these posts © the M hhister of Econom &©
Devebpm ent. The M fnsterapproved the gradings and the posts were advertised on 31
January 2010. The posts included five Deputy Director-General positions and eight Chief
D rectorposions.
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The D rectorG enermlof Public Serwie and Adm histtaton, ProfessorR hard M Levi,
was tansferned to the Econom i Devebpm entD eparm entw ih effect from 1 Febmary
2010. One of the Director-General’s immediate priorities was the development and
In pkm entaton ofa recruim entphn,which hclided the process ofshortlistng,assessng
and htewew hg for the posts advertised on 31 January 2010. Candidates com pkted
a rgomwus seres ofpropcts, party take-hom e and party underexam conditons. The
process was stillundew ay atthe end of the perbd under review and has enabkd the
Department to appoint its first permanent staff at the start of the new financial year.

W orkstream 6:Adm histtative and procurem entsystem s

During the 2009/10 financial year, while in the establishment phase, EDD adopted the
dti’'s corporate service policies and procedures, including those that govern Supply
Chain Management. Initially, all procurement was facilitated by staff in the Minister’s
office, including the procurement of office equipment, stationery, crockery and cutlery.
The Accomm odation M anagem entD vision at the ddand is M histry assisted wih the
provision of office furniture and workstations.

EDD adm nistratve staff werr hcomwomted onto the ntemal procurem ent system .
This hclided rgisterng them on the Logis system 1 orer o faciliate and nikte all
procurement of goods and services for the department. EDD officials were thereafter
responsbk orthe sourcihg ofquotations orgoods and sexwices, dmfing the necessary
subm Issbns for ntemalapproval, and capturng allapprovals on the Logis system . The
dtdpmcessed purchase-orders on behafofEDD and assisted EDD w ih the receiving of
goods, storage of these goods, where requird, and processing paym ents to supplers
upon receptofnvoies.

A correspondence m anagem entsystem was devebped and puti phce during the course

of the 2009/10 financial year. This system categorises correspondence received in the

M nistry and suppors the day-to-day m anagem entofconespondence .A form alchannel
ofrecevig conespondence was crrated fm histry@ econom i gov.za) which was posted

on the G ovemm entComm unicatons and hfom aton System GCIS) websie.

During the last quarter of the 2009/10 financial year, EDD engaged with representatives
of the National Archivist to seek advice and guidance on the process of drafting a filing
system which adequatel comples wih all rlevant Bgishtive oblgations prescrbed
by the NatbnalArhiist and the Natbnal htellgence Agency. The NatonalArxh¥ist
provided a prototype filing system. The file plan was adapted to suit the needs of the
Ministry of Economic Development for implementation in the next financial year.

W otkstream 7:Transferofagencis and algnm entoffiinctons w thih govemm ent

EDD i rsponsbk for devebpig econom i polcy wih a broad, cross-cutting focus
so thatm acro-and m w-econom & polcy renhforce each otherand are both algned ©
the ekctoralm andate. The Deparm ent i also responsbk for econom k& devebpm ent
pknning and woiks colegially w ih otherdeparm ents to ensure coormnation amund a
programme that places decent work at the centre of government’s economic policies.
The M nnister or Econom & Devebpm entm et w ih M histers I the econom © clister
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discuss the m andate ofEDD and the way fh which the deparm ents would work together.

The M histeralso held consulations w ih colkagues rrgardig the agencEes thatshould
report to EDD 1 view of is mandate. Folow g these discussbns, it was agreed
that sx agences should be ttansfernred fiom the ddto EDD: three rgubtory bodEs
(he Competiton Comm ission, the Com petiton Trbunal and the htemational Trade
Administration Commission (ITAC)) and three development finance institutions (the
hdustralD evebpm entComporation (DC),Khulk Enterprise Fhance Lin ied Khuk) and
the South African Micro-finance Apex Fund (Samaf)).

A Committee on the Transfer of Functions was established consisting of senior officials
from EDD and the dt. The Comm itee m etw ih allthe agenciEs and discussed the kgal
In plcations of the ttansfers and procedures requied, hclidihg the transfer of shars,
staffing matters, shareholder compacts, approval of business plans of the agencies,
MTEF budgets and the dti’'s continued access to the institutions being transferred. Key
Ekgal rrquiem ents nclided the tansfer of oversght of the agencks 1 tem s of the
Public Service Actand the tansferofthe kgiskhtion goveming the agencis n tem s of
secton 97 ofthe Consttuton.

Onl0ODecember2009,theM histerforthe Public Serwie andAdm hhistratbn determ ned,
T tem s of secton 3 @) b) of the Public Serxwice Act, 1994, that the oversght functions
rhithg to these entites be ttansfened fiom the ddto EDD w ih effectfiom 1 April2010,
sub®ctto the tansferofthe rEkvant kgishton from the M nisterofTrade and hdustry
to the M nisterofE conom T Devebpm enti tem s ofsection 97 ofthe Constuton ofthe
Republic of South Africa, 1996.

The M hister hed m eetings w ith the agences to prepar ora smooth transion fiom

ddto EDD m anagem ent.A M em orandum ofUnderstandig was conclided w ih the dd.
EDD worked wih the agenciks on their budget alobcatons. Al of the agenckes, wih
the exception ofthe DC, receve transfers from the budgetof EDD . The Establishm ent
Manager worked with the National Treasury to finalise these allocations based on the
subm issins received fiom the agences.

h tem s of a secton 97 prochm atbn the President transfers the adm nhistration of
Ekgishton, or any power or functon entmusted by kgishton, fiom one member of
Cabietto another. The secton 97 prochm aton rehthg to the lhdustralD evebpm ent
ComwpomtbnAct22 0f1940 and the Com petitbn Act89 0f1998 was sgned on 18 Febriary
2010 and cam e o effecton 1 April2010. A secton 97 prockm ation n rrhton © the
htematbnal Trade Adm histration Act 71 0of 2002 was processed after the start of the
new financial year and was published in the Government Gazette on 23 July 2010.
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ALICE MPATULI, RETRENCHED WORKER WHO STARTED HER OWN
SMALL BUSINESS, GAUTENG

When clothing manufacturing firm CJ Corporated shut down in 2008, Alice Mpatuli lost
her pb 0f27 years.The fom erm achihistbounced back, however, and setup herown
cutm ake-and-rin operation i centralJohannesburg. The com pany, Boxelb C bthig,
now employs ten full-time staff and fills orders for clients such as Standard Bank, Absa
and Netcare.

Startng up a new bushess presented numerwus chalenges to the 50-yearod
entrepreneur fiom Soweto. Rent nh the centtal bushess district was hgh. W ok was
sporadic and days went by wihout orders. Though she could afford to rent six old
m aches, she could notem pby any ful-tim e staff.

M patuliwas orunate o receive a bng-tem , hterest firee ban 0ofR 84 000 ban fiom an
acquantance. She used the capimlt buy new m achihes and was soon abk to em pby
ten pem anentem pbyees.Havig consoldated herbusiess, she now accepts rrgulhr
m onthl orders fiom an ntem edite compormte cbthihg com pany.

Yet challenges remain. Mpatuli would like to buy her office equipment and machines,
whih she stllrents. She could alo use m ore working capialto buy Bbrcs.

W hike she tackks hercapimlconsttraits, the busihhesswom an has aken steps to In prove
herenttepreneuralskills and m arketing .M patulirecently attended a w orkshop hed by the
Sm allEnterprise Devebpm entAgency on enttepreneurshp . Further, EDD i engaghg
Khula to see how the finance institution might be able to support her initiative.
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CHAPTER 2. RESPONDING TO THE RECESSION

PresidentJG Zum a, State ofthe Nation Address, 3 June 2009

ki mor Inportantnow than everthatwe work i parnershp on a comm on progmmm e t© respond to

this crisks. W e take as our starting pontthe Fram ework orSouth Africa’s Response t© the htematonal
Econom I Crisis, conclided by govemm ent, Bbourand bushess 1 Febmary this year. W e m ustactnow

tom hin e the In pactofthe downtum on those m ostvuhembke.

htoductbn

In 2008 the world was plunged into recession as the crisis in the US financial system
spread mpidl to the rraleconom y and across natibnaleconom i boundares.Between
the ourth quarterof2008 and the fourth quarterof2009, the South A frican econom y shed
870 000 Pbs. I the sam e perbd, 518 000 nd¥iduals pined the rmnks of discourmged
work seekers. The recession was the first in South Africa since 1994. The crisis eroded
faih i econom i orthodoxy and fuelked questions about the balknce between m arkets
and regubton as wellas the ok ofthe state.

I this context, sochaldiabgue was extrem ely in portant for thre reasons: it enabkd
peopk to share deas and experences; tacitated nclisve decisbn-m akihg to orge a
Pntvisbn;and, tenablkd phtacton n thatthe sochlparners m ade comm im ents to
underake agreed tasks to ralise theirshared visn.

T December2008, the sochlparners that constiute the PresdentialEconom i Joint
W orking G roup,nam el organised Bbour, busihess and govemm ent, m etto considerhow
South Africans should respond collectively to the more difficult economic conditions in
the country hduced by the econom i crisis. Folbw g these discussions, the Fram ew ork
for South Afiica’s Response to the htemational Econom © Crisis was endorsed ata
spechl Presiental Econom & Joit W orking G roup m eetihg on 18 Febrmary 2009 at
Tuynhuys i Cape Town.

From Febwary to April2009, the country’s focus was on the genermlekction. The new
administration entered office in May 2009, just as official statistics confirmed that the
economy was I recessbn.

This chapter records the steps that the government took from May 2009 in response to
the gbbaleconom i crisi on the South A frican econom y. These actons are mvewed 11
12 woikstream s.
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W orkstream 1:Creathg a fiam ework orreguhrdialbgue

In May 2009, the first Cabinet Lekgotla discussed the impact of the economic crisis on
South Africa. hh his State of the Natbn address 1h June, President Zum a com m ited the
new adm histaton to usig the Fram ew ok as the basis forthe country’s response o the
recessbn.

In July, the Minister of Economic Development was requested to convene and chair the
Leadership Team of business, labour, community and government representatives that
was created 1 the Fram ew ok.

The Leadership Team comprised of the social partners has met regularly. The Team
has discussed practicalways © ensure the inpkm entaton of actons t© address the
recession and to monitor progress. The Leadership Task Team met on twelve occasions
between July 2009 and 31 March 2010 on the following days: 3 July; 17 July; 31 July;
5 August (with the President); 21 August; 4 September; 18 September; 6 October; 5
November; 1 December; 3 December (with the President); and, 31 March 2010.

A system ofdBbgue was devebped, usihg Nedkc'’s capaciy, to considerwork 1 each
area of the Fram ewoik, nclidihg hvestm ent ssues, sectors 1 distress, em pbym ent
responses and sociBlsupportsystem s orcom m uniies.There were a num berofm eetihgs
and engagements with the International Labour Organisation (ILO), and existing state
Tstiutions were m obilised t© respond to the crisis.

Members of the Leadership Task Team included Bobby Godsell, Jerry Vilikazi, Lorraine
Lotter, Michael Spicer and Tanya Cohen (from Business); Bheki Ntshalintshali, Frans
Baleni, Irvin Jim, Dennis George, Manene Samela and Isaac Ramputa (from Labour);
and Lulama Nare, Solly Mapaila, Collette Caine and Mike Ka Toni (from Community).
Government delegates included officials from the Presidency, Department of Labour, the
dtdand EDD .

W otrkstream 2:Est@blshig new toolk forthe response t the recessin

The first challenge for the Leadership Team was that South Africa did not have adequate
toolk o respond to the em plbym entchalenges ofthe recessin, nornew budgetresources
available when the economy officially moved into recession.

A number of new instruments were introduced following discussions by the Leadership
Team , ain ed at respondig effectively t© the crisis. These new nstmum ents were put
together w thin a short perbd of tine but were establshed as bng-tem faciltes for
mmmedate use o respond © the rrcessibn and em pbym ent bss assochted wih tas
wellas n future sin fhrcrises.

The first instrument was a National Jobs Fund to finance a Training Layoff Scheme to
supportcom paniks experencig weakening dem and orthexrproducts, by providing an
alternative to retrenchments. A sum of R2,4 million was drawn from the Unemployment
hsurance Fund and the Natbnal Skills Fund t© pay alowances t© workers on specil
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tannhg schem es.A furtherR 500 m illon was com m ited by a consortum ofSETAS to pay
forthe costs offuinding the taihhng offered underthe schem e .Rukswer established for
the administration of the Fund, and the CCMA agreed to review whether companies met
the crera applicabk to the Fund.

The second nsttum entwas a Fund for com panies i disttess as a resulkof the crisis.
The funding could be used to finance a business’s working capital requirements and
operations expenses; guarantee loans or overdrafts; finance capital expenditure to
In prove a company'’s vabilty; or fund equity wher a company was consiersd to
be undercapialised. The money was made avaibbk by the hdustril Devebpm ent
Comomraton (DC),whih also adm histered the Fund.

The thid nstrum entwas a devebpm entbond phced by the DC wih the UTF. Forthis
measure, R2 billion was made available to the IDC at a significant discount to the market
rmte n ordert reduce the costofcapimlforcom panks thatwould create orsave pbs.

T addion, a seres ofD stressed SectorProposal were devebped to supportdistressed
econom I sectors, hcluidig the autom obik, cbthig and textikes, capialequim entand
m etalbricaton sectors.

A range ofm easures to com batcustom s fraud werr also ntroduced.This stem m ed fiom
the recognion that flegalin ports contrbuted © pb bsses.

The Com petiton Comm ission Bunched nvestiations nto colusive practices on food
prices h oder o provie rlef o fam ilkes whose nhicom es were under pressure as a
resutofthe recessbn.

The private sector hunched a debt mediton progmmme ained at over-ndebted
consum ers.

W orkstream 3:Coordihating hputs from govemm entdepanm ents

Many departments and agencies contributed to the country’s response to the global
economic crisis. The Leadership Team has overseen 18 areas of work that have required
colbbomton by differentparts ofgovemm ent.

Such measures include support for the broadly expansionary fiscal stance coordinated
by the NatbnalTmwasury and the reduction of nterestmates by the SA Reserve Bank.

The nfiastucture depanm ents ofgovemm entand Cabihetagred tomanh@an the R787
billon hfmstucturr nvestn ent programm e as a
centralpilbrofthe response t© the recessbn.

" | The Department of Labour, the CCMA, the SETAs
\ and EDD worked together to establsh, pibt and
launch the Training Layoff Scheme.

EDD engaged wih the Deparment of Publc
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W orks to strengthen the em pbym entyiel of the Expanded Public W orks Programm e.

The DC adm histered the fund forcom panis n disttess.EDD devebped conditonaliies
Prstate support, which the DC appled n is negothtions w ih com panks i distress.

The NatbnalTrasury, the ddand EDD devebped a new reguhtory fram ew oxk to boost
bcalpmducton by kvermgihg public sector procurem ent. The detaiks of this wotrk are
due to be finalised shortly by Cabinet.

The ddand the htematonalTmade Adm histaton Comm issibon (ITAC) worked wih EDD
to furtherdevebp ttade rem edEes, whie SARS and the NatbnalTwasury phyed a key
ok I com batihg custom s fraud.

EDD worked with the Department of Labour and social partners to refine the frameworks
forsocalplhns.

The UTF made a R2 billon ban to the DC forsupportto disttressed com pankes.

EDD engaged w ih the D eparm entofSoci 1D eve bpm enton socklassistance, hcliding
the extensbn of Chid G rants and the SocalRelefofD stress Fund.

EDD wotked w ih the Com petiton Comm sbn t© focus m ore ofis nvestgatons on key
sectors of the econom y and the Comm ission conducted nvestgations nto food prices
through ten panrts ofthe ood supplychan.

EDD worked w ih the dpsa to nvestiate ways 1h which public sectorem pbym entcould
m ake a contrbution to em pbym entcreaton.

EDD wotked w ih the D eparm entofEnvionm entalA fla s to prom ote green pbs as part
ofthe response to the crisis.

Workstream 4: Managing implementation of the Training Layoff Scheme

The Training Layoff Scheme provides a new facility for companies and trade unions
to phce workers on a tahihg byoff as an alemative to rtrenchment. During this
taihig perbd, the schem e pays an alowance of 50% ofan empbyee’s sabhry up to
a maximum of R6 239 per person and the workers undergo training, facilitated by the
relevant SETA. The CCMA has trained 250 staff members and commissioners to assist
1 faciiatihg com panks o partciate I the schem e. Traihng focuses on ckills thatare
usefulto com paniks and to hdustres butalo hclides taiiihg 1 generic skills such as
com m uniaton, adulkbasi lierracy and num eracy, and basic T T skills.

The Training Layoff Scheme was developed together with the Department of Labour, the
CCMA and the SETAs.
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The work of EDD related to the Training Layoff Scheme involved the following 12 areas:

Developing the concept of the Training Layoff Scheme within government and
engagihg n dabgue w ith socklparners on the proposed Schem e

Identifying sources of funding, discussing these with affected Ministries and
Deparm ents as wellas the board of the UF and securing agreem ents on the
totalfindihg thatwoul be com m ited

Engaghg bushess and bbour on the comm im ents that the scheme entais
for each of those constituencies, which includes the payment of social benefits
bushess) and the acceptance ofa hyoffatreduced wages (Bbour)

Faciltatihg dBlbgue on the miks thatshoul govem the schem e and ensuring that
these were developed and finalised together with the Department of Labour
Setthg up a socklparmer and govemm ent team to oversee applicatons t© the
Fund

Working with the CCMA to develop systems for it to manage workplace dialogue
on applications to the Fund and ensuring training of CCMA Commissioners
Coorhating woik to produce a prom otbnalbrochure and to publicise the schem e
with the Department of Labour

Meeting SETAs to request that they commit funds for the training component and
discussihg practicalin pkm entation m odalides wih SETAS

Holing workshops to publicise the schem e am ong potentalusers

Participating 1 the ProectEvaliaton Comm itee forthe schem e

Engaging with SETAs, the CCMA, UIF, Department of Labour, trade unions and
com panks as requird to assistw ih in pm entaton ssues, and

Monitoring take-up levels for the scheme and reporting these to the Leadership
Team, the Minister and the President.

A pilot for the Training Layoff Scheme was established for the last three months of
2009 and successfully conclided.The schem e was then hunched i January 2010 and
progress is reflected in the table below:

12,000

10,000

LX)

5,000

4,000

2,000

o training in 2000 Progessed by Committee & SETAsin 20010
6,000
5000
4,000
1.000
2,000
i
|
Bgvigiip Wil g il burm Tuby- Aingial, dwivsaiy-Marih Hiril-jurm bRl
[etoeriplete (incomplete

quartez) paarter|

At the time of this Report’s publication, a total of 6,083 workers had been placed on the
Training Layoff Scheme instead of being retrenched.
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W orkstream 5:DC fund to assistdistessed com panks

The DC Fund was a new facilty devebped to address the in pactofthe recessin on
companies who either had experienced difficulties with access to credit or saw a collapse
oftherm arket. Ewas ageted at com panks thathad been comm ercially vabk 1 the
past but whose financial performance had been negatively affected by the economic
downtum.Despie this focus, sartup com panks thathad notyetachieved a record of
profitability were not excluded from accessing the Fund.

By 31 March 2010, the IDC fund to assist companies in distress had approved payments
of R1,142 billion to 27 companies in South Africa, saving or creating 11 711 jobs. By 30
August 2010 the IDC Fund had approved payments of R2,874 billion saving and creating
17,677 jobs, as shown in the table below. Sectors receiving support included agro-
hdustres, Prestry and wood products, m etalproducts, autom otives (@nd com ponents),
texties and cbthihg, and transport sewices.

Jubs crented and saved Aol comemidied
(number) (millions of rand)
1RO 4 3000
17000
2800 |
18.000
2000
18003
14,008 1800
12000 1
1000
TEK
500
0000
1
12002 - -
L iy arch 20400 Up e 30 Angusl 2010 U i Wk 00 80 M At U0

EDD worked cbsel wih the DC to ensure thatthe Fund was publicied as mpil as
possbk. This hcluded convenihg wotkshops wih sectors I distress t© highlght the
find to stakeholers, devebpig an nfom aton pam phktand m akihg presentatons to
trade unns © provide nfom aton on the fund.

Certain conditionalities were imposed on firms receiving state support. These included:
approprate restant I executive pay during the assistance perbd; a m omtorum on
retrenchm ents forthe durmtion ofthe assistance peribd unkss they were essentalforthe
firm’s survival; a commitment to local procurement; and a commitment to social dialogue
and com plance w ih Bbourstandars.
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Workstream 6: Development Bond to increase employment

Through the work on the Framework, EDD and the Department of Labour helped to
devebp a uniyue parmershp between the DC and UTF  which the DC successfully
rmised R2 billon though a devebpm entbond phced wih the UTF and registered w ih
the JSE .Qualifying busihesses who receive debt findig through this hsttum entw illdo
so at fixed preferential rates.

The IDC and UIF Private Placement Bond was launched on 14 April 2010 by Minister
Patel, Mr Geoffrey Quena, the CEO of the IDC and Mr Boas Seruwe, the Commissioner
ofthe UTF.

This parmershp willenabk the DC to nhivest hh opporuniies that support pb creaton,
entrepreneurship and development specifically in areas where there is market failure.
The Fund will specifically be applied to job creating and job saving transactions and the
DC wilreportto the UTFF and EDD on a biannualbasik on agreed key perfom ance
areas hcluding actualand estin ated Pbs saved and crated,
and costper pbs saved and created.

The prepamtory woik orthis Fund was com pkted during the
perbd under view and inpkmentaton ok phce n the
following financial year. From the date of implementation (April
2010) to 30 August 2010, the UIF Fund has approved R104
million and saved or created 736 jobs at a cost of R142 000
perpb.Profcts albcated fiinds cam e outofa range ofsectors
hclidhg the Plbwhg: agrculur and agr-processihg;
cbthihg and texties; chem itals, mubber, phstics and non-
met@allic m herml; motrvehicks, parts and accessores; and
toursm , tade and catering.

W orkstream 7:Custom s fraud and trade r=hted ssues

G ovemm ent dediated capaciy to focus on ilegal in ports, w ih partdcubr attention to
the cbthihg sector niikally, as provided for n the Framework. SARS was albcated an
addibnalR 20 m illon to give effectt© comm im ents m ade 1 the Fram ework.

EDD facilated dibabgue between ndusty rpresentatives and SARS to dentdfy the
byggest chalenges 1 this ara, ensure that ntellgence was m ade avaibbEe t© SARS
and that nfom atbn on uni prices of goods was made avaibbk by the ndustry to
govemm ent.

Num erus raids by SARS as wellas hvestatons agaist fiaud were underaken. By
December 2009, SARS had seized over 750 tons of clothing and textiles smuggled into
the country from mis 1 a natonw de enforcem ent niatie. The valie of the goods
seized was estimated to be over R90 million.

I Febmary 2010, SARS conducted rmids at21 warchouses and 30 shops and agents.
The valie ofthe cbthihg, texties and kathergoods detaihed was estin ated by SARS t©
be overR50 m illbn from those mis.
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ITAC has worked cbsely wih EDD to respond effectively to the econom i criss. &
has revied is timn efiam es or hvestgations fiom 12 © 9 months wih rrgard t© trade
rem edEes; 12 to sx m onths fornom al@adf hvestgations; and fourm onths i the case
ofmrff nvestgatons prvuhembk sectors.

ITAC Tnvestgatons resuled 1 an ncrease n the @nffs on 35 iEms n the cbthng
and textike sector. This m easure ain ed at hcreasng the price com petitiveness of bcal
producers.G ovemm entalo decreased the effective mte ofarffs through a new wbate
on duties m a num ber of extike products. talo ncreased the dolarbased wmfernce
price for wheat and wheat flour to provide support to the agricultural sector.

In December 2009, ITAC recommended the inclusion of dumper trucks in the Motor
Industry Development Programme (MIDP). In addition, it approved the extension of the
validity period of the Import Rebate Credit Certificates and Productive Asset Allowance
certificates issued in terms of the MIDP programme to counter the effect of the crisis on
the autom otive sector.

W orkstream 8:Food prices

The Competion Comm issbn hvesthgated ten pants of the Pod supply chain. These
parts include staple foods such as bread, mealie meal, wheat flour, dairy, poultry and
cookng oil The Comm issbn’s nvestgations i the od suppl chan rsuled 1 a
num ber of cases behg rferned to the Com petiton Trbunal These refermals nclide
a wheatm illhg case wher the Competiton Comm issbn found that com panks were
engaged in price fixing and dividing markets. In addition to referrals to the Tribunal,
the Competition Commission has imposed fines such as a R195 million penalty against
Pbneerforis ok n a bread cartel

The Commission has also investigated key inputs, namely fertilizer, grain silos and
thphte,and has alo reviewed the activites of supem arkets. h successfiilcases rehthg
to fertilizers and animal feed, Sasol Chemical Industries admitted that it contravened the
Competition Act and was fined R251 million.

W orkstream 9:Constmiction supply chan

The Competiton Comm issibn has conducted an extensive nvestgaton nto the
constmuction suppl chan which has resuled 1 a num berofadm issions by com paniks
and applicatons for eniency. This woik I crtcalsihce collusive practices 11 key supply
areas to the hfiasttucture program m e have contrbuted to high prices and reduced their
econom I In pact.

The Competiton Comm issbn pursued nhvestgatons n the Plbw g pars of the
constmictbn suppl chamn: constructon m ateralk and nfrasttucture hclidig cem ent,
rehnPbrchg steel, concrete ppes and culverts, phstic ppes, bng steel wir and wie
products, w e ods, rrhrihg mesh, m hig wof bolks, chy stock brick and cem ent
brick, hoses and waterm eters, scap m eta ks, and contracts ornfrastructure and tenders
for specific projects.
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I referred a number of cases t the Com peticon Trbunal
nclidihg w e and w e products, bng steelproducts, m esh
wie, m hnhg mwofbols, concrete ppes and culvents, phstic
phes, scrap m etmland steelm esh.

W orkstream 10:Engagem entw ih the banks

The Minister of Economic Development met with the CEOs of
the four major banks on 13 July 2009 to address concerns regarding the flow of credit to
the rraleconom y and househoBs.

The bankhg sector reported on ther hibtves ain ed at addressihg these concems.
The banks agred t consiera mnge ofm easures, which hclide hcreasihg bridghg
bans, debt reschedulng, debt factoring, convertng debt to equiy, hterbank Ending
guarantees and natbnaldebtm edaton.A @ask team was setup, ncliding the DFIg, the
d4, NatobnalTreasury and bankihg epresentatives to pursue discussins.

The financial sector announced a National Debt Mediation Association initiative to
assist hdebted consum ers by providing muks, processes and standards t© address debt
restucturng. hh addibon, the sochlparmers agred © hunch a natbnal awareness
cam pabn to provie nhdebted consum ers w ith hfom aton to m ake nfom ed decisons
about debt. The Natbnal Credi Regubtor agred t© empby a person t© drive the
cam papn.

The banks and DFIs have alo been workhg together to assist com panks 1 distress.
Thi work ncluded dentfyng early spgns of disttess I com paniEs, sharng nfom aton
where possbk to enabk approprate and tin ely ntervention, co-opermtng to restucture
companies’ finances and putting in extra funding as required to ensure the success of an
entty and coopemting to prevent forecbsure or Iiqudations and subsequent pb bss 1
specific cases.

W orkstream 11 :Sochlassistance

The Fram ework com m ited govemm ent to address the socklin pactof the recessin,
nclidihg through expanding the socilsecurity netto the m ostvuherabk 1 the sockty.

Government acted on both Old Age Pensions and Child Support Grants.
The Child Support Grant was extended so that children under the age of 16 would qualify
to access Chid SupportG rants. This change m eans that2 .1 m illon addibnalchidren

will benefit from the extension, at a cost of R6 billion to the state.

The equalisation of the Old Age Pension will affect 450 000 old age pensioners.
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W orkstream 12:Expanded Public W orks Programm e

One of the most rapid responses to a recession is the expansion of public works
progmmmes. Ushg the existhg Expanded Publc W orks Progmmme EPW P),
govemm ent fuinded the rollhg outofpublic works across the country.

The social partners met with the Minister of Public Works to enhance the employment
impact of the EPWP. The Minister of Public Works reported that the EPWP created 625
859 work opportunities from 1 April 2009 to 31 March 2010. Of these participants, 35%
were women and 37% were defined as “youth”. There is scope to improve the EPWP
Pbs program m e and this i the subfectoffurtherengagem entunderthe Fram ew ok w ih
rekvantgovemm entdeparm ents.

Beyond the crisis

The sociBlparners agred to focus discussbns on a polcy fram ework t© address the
structural consttaits to Pb creaton, a new growth path for South Afiica, and how to
ensure that the em pbym ent ntensiy of the economy i ncrased. Ther was broad
consensus on the need ora com m on visn buitarund the orthcom g grow th path.
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RICHARD MATSOMELA, AUTO WORKER WHO BENEFITTED FROM
TRAINING LAYOFF SCHEME, GAUTENG

The spectre of retrenchment loomed when the global recession forced BMW’s car
m anufacturing pbnt h Rosskyn  Tshwane to consier Bynhg off workers. Fewer car
orers i the econom I downtum put pressure on the m ulhational com pany, mishg
concerns among workers like Richard Matsomela that his job at the Rosslyn factory was
on the Ine.

Job loss would have spelled financial hardship for the 36-year old father who supports
three young chidren and his young sitertogetherw ih hi working w ife .

Yet Matsomela was one of the 1 100 BMW workers who held on to their jobs by going
onto a government-sponsored training programme. This programme, the Training Layoff
Schem e, was a m easure agred t© by the govemm ent, organised busihess, organised
Bbbourand the com m uniy i Febrmary 2009 1 response to the gbbaleconom I crisis.

In terms of the programme, BMW and the metalworkers union NUMSA applied jointly
to the Commission for Conciliation, Mediation and Arbitration for some workers to go
onto an accredird ttaihng scheme. The workers on the progmmme woull receie
50% of their salary and go onto training layoff, accessing training through MERSETA,
the industry’s training body. Under the scheme, BMW continued to pay workers’ social
securty contrbutins.

Matsomela went on training layoff with 33 colleagues at the Business Habit Learnership
Course.He hter eponed that twas partcubrly nfom ative given thathe had mun hi
own sm allbushess before.

Nicolaas van Rensburg who coordinated the Training Layoff Scheme for BMW noted that
morale in the plant had been raised significantly as a result of the training.




. Econom ic Development Department Annual Report 2009/10
30




Econom ic Development Department Annual Report 2009/10

CHAPTER 3. DEVELOPING DIALOGUE

M nisterEbrahin Patel, hputatthe NextEconom y Dialogue, 23 March 2010

T January this yeary Iwent to the W ord Econom & Fomum 1 Davos, Sw izerbnd wher govemm ent
m histers and heads of state m eetw ih bushess kaders annually. £ & a m eetihg of the powerful. W hat
was striking about Davos this year is that there was more of a reflective mood than there ordinarily is.
Ther were fewerpatanswers. There was a greaterexpbmraton and searchig because no one country
£l twas guamnteed sustaihed econom  grow th over the nextm any years. Last year, the Econom &t
magazie captured sin fhr sentin ents. h a r=m arkabk conversatbn aboutthe future ofeconom s as a
professin, ths pumalconciided thatthere are som e deep chalkenges thatthe profession faces.To puti
blintly, the econom Bts got twiong  m any cases. W e are seehg h m any differentways, the beghnig
of a reflection and in many cases these challenge economic orthodoxy... As South Africans we must be

comfortable enough at this moment to find answers to our problems, answers that work for us.

htoductbn

South A frica ‘s sttong history ofpoliticaland socialdiabgue has shown thatdiabgue i a
key nstrum entto enhance govemance.EDD has worked w th govemm entdepanm ents
and is socihlparners to sttrengthen socialdiabgue, focus tm ore on pressig chalenges
and expand i thmugh new hifatves. This Chapter sets out seven workstream s of
dabgue.

W orkstream 1:The Leadershp Team ‘s work In response t© the recessbn

The ok ofthe Leadership Team has been outlhed 1 the previbus chapter. This forum
provided a phtlom forgovemm ent, bushess, Bbourand com m uniy sectors to engage
on a regular basis, finding ways to work together to mitigate the impact of the global
econom I crisi on the South A frican peopk.

The experience showed that constiuencis could speed up processes of decision-
m akihg, accept comm im ents on behalf of their constiuents, devebp probkrm soving
approaches to the recessin and share a comm on visbn 1 theirresponse to the crisis.

Preparng or the meetihgs requied a high degre of coordnaton am ong all of the
stekehoders. Thi demand was especilly hgh for the @msk team s wesponsbk for
In plem enting proects and reporting to the Leadershijp Team .EDD , thmough the kadershp
ofM nisterPate], convened the govemm ent constiuency.

The secrrtarats perfom ance constiuted a furtherfactoressentalto the success ofthe
process. T partdculr, the secretarathad © ensure thatm eetihgs were wellprepard,
agendas were sentout  tin e and m hutes were avaibbke. EDD worked cbsel wih
Nedhc to prepar ormeetings.
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W orkstream 2:Polcy phtfom on the gbbaleconom i crisis

On 9 September2009, M nster Pateland Fhance M nister Pravin G oxdhan co-hosted
a polcy phtform on the ‘G bbalEconom i Crisis: Causes, In pact and Consequences
- Issues PorPolicy-m akers”. The phtform was convened to stinubte fresh thinkig on
South Africa’s econom & develbpm ent chalenges. k worked 1 parmership wih other
paits ofgovemm ent o prom ote coordhated govemance and engage w ih a diversiy of
polcy-m akers.

The phbtform atiracted members of Cabiet, parlam entarans, ttade unbnists and
busihess kaders and was held atParlam ent.

Thepolcyphtfom aloprovidedpolicy-m akersw ih the opportuniyto engage ntemational
speakers and hear about related debates in other parts of the world. Specifically, Michel
Agletta Unwversiy of Paris) and GabrelPalna (Cambrdge Universiy) addressed the
forum. These speakers have written extensively on issues of global growth, financial
m arkets, de-nhdustrialisation and aspects of the econom i history of Latih Am erica and
EastAsh.

The session provided information on the impact of the financial crisis on developing
country econom s, the system © weaknesses h gbbalgovemance that faciliated the
rapid spread of a crisis in the US to all parts of the world, the growth of the financial
sector n the m odem econom y and the in pacttherrofon the rraleconom y and pbs.

W orkstream 3:Kwazuli-Natw@lPolcy Phtform on RumlDevebpm ent

The M nister co-hosted a polcy phtom on mmldevebpmentwih M hister of Ruml
Devebpm ent and Land Reform Gugik Nkwhtiand KwaZuli-NatalPrem rDr Zweli
Mkhize, on 13 September 2009 n Duiban. O ther key attendants inclided MEC for
Econom & Devebpm entand Tourism M ke M abuyakhuli and M EC forAgriculure Lyda
Johnson.

Three ntematbnalexperts on mimland agrculuml issues fiom the London Schoolof
Econom s shared the rsuls of ther rsearch on agriculure, mmldevelbpm ent and
em pbym entat the polcy phtfom . The presenters were John Sender, Carbs O ya and
Chris Cram er.

EDD colbbomted wih the Depanm entof RumlDevebpm ent and Land Reform outof
a common commitment to rural economic development, one of the five key priorities of
this govemm ent. The two depanm ents share com pkem entary ks pursuig econom i
devebpm ent and mrml devebpm ent. Further, the Provice of KwaZuli-Natal has
ach®ved a greatdealin nhnovatbn and econom & devebpm ent, hcludihg 1 the area of
cooperatives devebpm ent. Therw ork has in porant in plications forthe ebboration ofa
mmldevebpm entstrategy, notonly n the province butalso natonally.
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W orkstream 4:Policy P htform on Thcom e lhequaliy

The Poliy Phtform on hcom e hequalty, which was hosted 1h Parlam enton 8 O ctober
2009, provided an opporuniy to engage w ih the issue of rishhg com e nequalty. The
sessbn was attended by parlam entmarans and sochlparners.

Haroon Bhomat, a adig econom istbased atthe Universiy ofCape Town and M cazam
M ahm ood, a senbrtechnicaladvisor from the htemationallabourO ganiaton, were
invited to share their research findings. The research by Professor Bhorat examined
the period 1995-2005 using data from Income and Expenditure Surveys. Key findings
clided:

e A declne 1 the kBvelofpoverty m easured by the num ber of persons who lwve on
Ess than R322 permonth. This decrrased from 52 5% of households 1 2000 t
49% ofhouseholdsi 2005.The m an =ason given forthe declne was govemm ent’s
socihlgrants progmmm e orthe poor. The trafctory ofchange has been 1 the rght
direction but challenges remain. Specifically, poverty is concentrated among African
and fem ak-headed households and the num berofhouseholds Iving n condiions of
poverty rem aned very hgh during the perbd coverad.

e Growig hcome hequalty, which refers to the gap i hcom es between the rich and
poor. Income inequality, as measured by the Gini coefficient, increased from 0.64 in
1995 to 0.69 in 2005.

twas acknow kdged thatwhik sochltansfers can phy an In porant ke n reducihg
hequallty and poverty, a m ore sustahabk soliton requies a different devebpm ental
grow th path 1h the sockty. I i by dmaw g mor peopk nto productve and decent
work that we can make a long-term impact on reducing income inequalities. The findings
advance a compelling case for analysing the composition of growth that would benefit
the m aprity of South Afifcans. O therpolcy ekem ents thatwere discussed nclided mumal
devebpm ent, wage policEes and executive rem uneraton polcEes.

W orkstream 5:NextEconomy NatonalD Bbgue

EDD extended the econom i debate nto the public arena by Bunchihg a seres ofpolicy
phktom s entitled The NextEconom y NatonalD albgue.The Deparm ent Inked up w ih
key parmers 1 the m ed& -the Cape Tin es 1h Cape Town, the Pretora New s 11 Pretora,
and the M erxcury h Dutban - o faciliate this hibte .Addibnally, M histerPatelnvied
key stakeholders, including members of the public, to the first of these discussions,
I assockton wih the Ediorofthe Cape Tines and the SA New Econom s Network
Chaiperson.
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Through this mnikatve, natobnal stakehoHders, ekcted publc mpresentmties, key
econom I actors and the public werr drawn hto Inporant debates on the natin’s
econom I future. Partcpants ok advantage of the opporuniy to provide their own
Heas orpolcy suggestons to the D eparm ent i the spirtofparticiatory dem ocracy.

The first platform in the series led by Minister Patel was entitled The Next Econom y:
W here to From Her? The GenemlSecretary of the Congress of South Afirican Trade
Unbns (COSATU), Zwelinzin a Vavi, and the Chaim an of Busihess Leadershp South
Africa, Bobby Godsell, m ade form alresponses t M nister Patels presentation before
the convenors opened the discussion to the floor. The platform took place on the evening
ofEDD s BudgetVote debate 1 the NatbnalAssem bly on 23 March 2010 and was held
1 the parlam entary precict.

Both M rVaviand M rG odsellvoiced suppotrt for the Next Econom y NationalD abgue,
wih Godsell arguing that honest, bugh and constmuctive discussion would hy the
basis of a shared visbn of devebpm ent. M r Vavi set out key issues coverng decent
woik, educatbn and devebpm ent that his constiiency sought to have addressed n
govemm ent’s new grow th path.

Workstream 6: Engagement at Nedlac

Nedhc rem ains South Afiica’s prem £r isthuton of sochaldiabgue, a ok thas held
since its establishment in 1995. Officials from the Department have worked closely
wih the Nedhc Secrtmrat hh the Leadership Team for the Fram ewoirk Response to
the MtematbnalE conom & Crisis and 11 varbus othertask tam s, t ensure successfiil
Inpkmentaton of the Fram ework Agreem ent. The Deparm ent has also wken part
in meetings of Nedlac’s Executive Council and its officials began to attend chamber
m eetings as partofthe govemm entconstiuency.

The M hhster also addressed Nedhc'’s annual summ i, where partciants debated a
mnge of econom & concems. M nister Patels presentatbn concemed the Fram ework
agreem entand is in pkem entation by the sochlparmers. The summ i took phce on 12
Septem ber2009 in Johannesburg.The Deputy M nisterofE conom i D evebpm entG wen
M ahlbnguNkabinde was partofa strong govemm entdelkgation atthe Summ it.Atthe
event, participants discussed severalissues, hclidig South A fiica s econom i outbok,
financial stimuli for companies in distress, by-laws that hamper trading by small, medium
and m o enterprises GMM Es), hform altaders and haw kers, the need t tansfom the
financial sector and review the mandates of state-owned enterprises, and the concern
thatm any South A fricans r=m ans dependenton socihlassistance.

W orkstream 7:M histeralmund@blke wih the pham aceutical hdustry

On2December2009,M nisterPatelconvened a m eeting ofM nisters and sochlparners
atthe Unbn Buidihgs I Pretora to discuss the South A frican pham aceutical hdustry.
The M nhisters ofFhance,Healh and S cince and Technobgy ook parti the discussion.
Busiess and Bbourrequested govemm entto accekrate is in pkm entaton of ndustral
polcy and public procurem ent to support the bcal production of certann m edicihes.
G ovemm entrequested the sectorto provide proposal thatcom bined the need for bcal
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producton wih bwerng the cost of mediches I oxder to hcrease access by South
Afrcans to health-care. This engagem enthas kd to furtherwork between Deparm ent
officials and pharmaceutical industry representatives to consider a sectoral agreement.

Such an agrem entwoul address issues ofprocurem ent, securiy of supply, boosting
bcalnvestm entand b creaton.
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}EOEY JOHNSON, MECHANIC IN INFORMAL ECONOMY,
ASTERN CAPE

For the past 18 years, Joey Johnson has mun a sm allm echanic busihess out of his
RDP home h Kwanoxob, PortE lzabeth.O nlk recentl, w ih support fiom the Econom i
D evebpm entD eparm ent, has he registered the com pany and begun t© drafta busiess
plan, an initial step towards seeking financing for the enterprise.

The 48-yearold stared up hi hom e-based bushess afier the O vemht Express, a
courkercom pany, cbsed shop 11 1992 and he bsthis pb.Johnson had spentfouryears
atthe com pany workihg as a m echanic’s apprentice .He m oved nito hi cunenthouse
Bt 2000.

The m echani enterprise provides pbs forthree otherpeopk who have worked there for
the pastten years.

W hike Johnson has a bng listof custom ers who com e t his hom e h Kwanoxob t get
their cars repaired, work is irregular. He specialises in fixing Volkswagen, Toyota and
taxis. He @kes hom e anythihng between R2 500 and R3 500 permonth as a resukof
varBbk dem and.On thi sabry, Johnson supports hi unem pbyed daughter and two
grandchidren.

Johnson som etin es has © twum down work because he hcks the necessary took for
the job. His weak financial position also means he cannot always afford to buy spare
pars forhis custom ers’vehicks.Com petiton i stff in his area, w ih three otherinform al
m echanics 1 his neghbourhood. Accordng to Joey, these m echanis are prepard ©
undercuthis mtes and woik forvery litte m oney.

Johnson is very eager to develop his business and move forward in life. The first step
would be © buid a properworkshop where his custom ers’ vehickes can be safel kept
ovempht. He alko wants to buy allthe necessary tools butdoes notknow how to geta
ban.Johnson has attended Sm allEnterprise D evebpm entAgency trahing workshops,
where he learned to draft a business plan. He plans to submit the finalised business plan
to Khuk i1 the hope ofreceiving a ban t© supporthi enterprise.
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CHAPTER 4. THE NEW GROWTH PATH

M nisterEbrahin Patel, BudgetVote Address, 23 M arch 2010

W e face a m asswve em pbym entchalenge : orthe pastfew decades, the econom y has notcreated enough
Pbs forthose South Africans abk and willhg t© work. Thi resuled h unem pbym ent kvek thatwers
am ong the highesti the wortl.Thi has been com pounded by the recessbn caused by the m ostserbus
economic crisis that the world has faced in 70 years...

‘Waced w ih these ralities and the chalenges ofvery high hequalty and deep kvel ofpoverty, we are
workihg on ways to in prove the em pbym entperfomm ance ofthe econom y and create m any m ore decent
w ork opportuniis and bettersociloutcom es. W e callths the devebpm entofa new grow th path.

htoducton

The South African econom y's overall expansion between 1994 and 2008 approached
4% ,more or kss the sam e as otherupperm ddke hcom e countres.Despie in proved
grow th, the econom y rem aihed one ofthe m osthequiabk 1 the world.D eep hequaliies
were assochted wih exttaordharly high kvels of pbEkssness. The posiin was worst
oryoung peopk, hrgely because too ew pbs were created to absor the Brge num bers
ofnew entrants © the Bbourm arket.

The econom y faikd to create decentem pbym entopportuniies form any ofourpeopk
over the past three decades.Am ongst the em pbyed, m any workers had poorly paid,
secure Pbs.The nfom alsector, agriculure and dom estic w ok contrbuted a thid ofall
em pbym ent, buttwo thids ofworkihg peopk eamig underR1000 a m onth.M oreover,
one in five employed African women was a domestic worker.

I addibon to high unem pbym ent, there are fundam entalbottkenecks and i balnces
1 the econom y. The dom estic chalenges we face requie a new grow th path, o shitto
m ore hbourabsorig econom i grow th.

The global context has changed in significant ways, from the impact of the global
econom I crisis, o the rise ofChha, hdia and Brazil, new comm im ents nhtemationally
to address clin ate change and the devebpm entofnew technobgis.These create new
opporunites fordom estic policy.

EDD has cooriated govemm ent work on a new growth path. The folow nhg three
workstream s sum up the woik to date.

W orkstream 1:Research and polcy work

Research towards the new grow th path comm enced 11 2009. A fram ew otk orthe grow th
path was devebped, the approach was adopted of dentfyihg key “pbs drvers” i the
econom vy, ie. sectors wih a high em pbym entpotental Reseamxh was underaken nn
these arras and hiblestm ates on the num bers of Pbs that could be ralsed were
m ade.
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The research and policy work covered am ong others:

The employment performance of the economy in the past three decades and the jobs deficit
The extentofpoverty, hequality and unem pbym ent

The new gbbalcontextand the opportuniks that tpresents forSouth A fiica

The in pactofthe rcessbn on pbs and ndustraloutput

g s w N -

Key constrants o growth and devebpm ent, hclidihg the system & consttants, bottenecks and

Tstiutonalweaknesses

The impact of the exchange rate and the interest rate on economic performance

7. The experence htematonally of the green econom y and opporuniies n South Africa o grow the
num berofgreen pbs
The in pactofenergy prices on econom I perfomm ance and pbs

9. The skills devebpm entchalenge and is in pacton grow th and devebpm ent

10. Com petiton policy and econom I concentation

11. Addmessihg the chalenge of de-ndustrblsation, grow ng the m anufacturng sector, the ok of
hdustralpolicy 1 grow th and devebpm entand the lhdusttalPolicy Action P Bn

12.The wEk of small bushess and the need t© inprove the perdom ance of public sm allbushess
prom otbn hsthitons

13. The nhfimstucture progmmm e and the ok of bcalprocurem ent

14 . Agriculure, mmldevebpm entand agro-processig: the potentalforgrow th and em pbym ent the
food sector

15. Beneficiation, the mining sector and key constraints to be addressed

16. The role of the knowledge-based sectors to jobs and development

17. Tourism and bushess sewices and the Inkages to otherpolcy arras

18. The sockhleconom y gbball and is contrbution t em pbym ent

19. The contrbution ofA fiican econom i htegraton to South A frica 's econom © and socilgoal

20. Sources of findig ordevebpm ent, hclidihg the ok ofa devebpm entbond and

21. The gpathlpattems ofgrow th and the need fora new approach

EDD consoldated this research nto a dmfG rowth Path docum ent, which ihclided the
key Ppbs drivers Where can Pbs be crated), polcy drivers Wwhatpolcy supports are
requird), resource drivers fhew soures of fundihg and ncreasng the kvelofsavigs)
and nstiutbnaldrivers ublic entides, busihess, Bbourand othercivilsockty actors as
wellas the com m im ents each need © m ake t© shitthe econom y o gratergrow th and
decentwork outcom eg).

W orkstiream 2:W orkshops and polcy sessons

Folbw ing the bmad conceptualwork on the grow th
path, EDD hosted a number of Deparmental
workshops and consulatons to draw 1 extemal
expertse and @p nto the work thathas been done
elewhere.

On 3 August2009 a deparm entalpolicy workshop
was held, to dentfy a research and polcy agenda
on aspects ofthe Growth Path.
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A polcy session was heldd on 9 November 2009 t review the resuls of the research,
dentfy the key pbs drvers I the growth path and som e of the key m ro-econom i
refom s thatneeded to be considered.

A polcy workshop was held on 3 December2009 t review the resuls ofthe research,
dentfy key m acro-econom i© as wellas ndustralpolicy m easures t be considerrd t©
mie the bngtem Evelofpbs growth 1 the economy.

A workshop focusing on the exchange rate was held on 7 December, which identified a
range of nterventions used by govemm ents across the world © address exchange-mate
com petitiveness chalenges.

On 21 December2009 and 23 Febmary 2010, EDD held workshops w ih the DC on the
Growth Path, which identified areas of data and research, and considered the outcome
of DC woik on sources ofnew b grow th

T additon to the fom alw orkshops, a num berofinfom aldiscussibnswere held w ih bcal
and ntemationaleconom ists,busihess kaders, tade unnists and public com m en@ators.

W orkstream 3 :Processes i1 the Econom & C listerand w ithih govemm ent

The Deparm entworked cbsely w ih the Econom & C uster h devebpig key issues 1
the grow th path.

This hclided presentations t© the C ister n Novem ber2009 and the CabhetLekgoth
T January 2010.

Consultations at Ministerial or at the level of senior officials were held with the relevant
deparm ents.The consulation process was ntended © secure addionaldata from these
deparm ents and to obtan their comm ents on the work done. Deparm ents consuled
hclided Agricuture, Forestry and Fisheres; H gher Educaton and Trmahig; Natonal
Treasury; Labour; the d4; Healh; Publc Enterprises; Public Service and Adm nhistration;
Publc W orks; M nheral Resources; Scknce and Technobgy; Energy; Touriesm ; Rumal
Devebpm entand LandAflaxs;SocialD evebpm entand Transportas wellas the Natbnal
Phnnihg Comm sbn secrt@rat and the Prsidency. Some of these consulations
stretched into the following financial year.

EDD dmew actively on the extens¥e policy and know kdge bases 1 differentgovemm ent
deparm ents, on past polcy nmimatives (@mclidhg work on the Reconstmcton and
Devebpm entProgmmm e and on Asgisa) and on the w ork done ntemationally by varbus
nsttutbns (such as the ILO ) and grow th panels.

EDD alo drew activel on contrbutions by provinces m ade during a seres ofprovincial
engagem ents and m eetihgs.
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Some of the identified bottlenecks and imbalances in the economy:

1. A small and Im i=d domestic market consttanhed by povery, nequalty and high Evel of
unem pbym ent.

2. Dependence on the minerals value chain, including smelting and refining, which consume large
am ounts ofekctricty, adig © high em Issbns ntensiy.

3. A persistent balance-of-trade deficit funded with short-term capital inflows, attracted largely by
hterestmtes thatwere hgh by htematbnalstandards.

4. Both mvestm entand dom estic savings rem ahed bebw the kvel requied rsusaied growth.

5. Backbgs 1 bgistics, energy nfiasttucture and skills, which consttaihed devebpm ent and mised
costs across the econom y.

6. Continued economic concentration and collusion in key sectors, permitting rent-seeking at the
expense ofconsum ers and nhdustraldevebpm ent.
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NELIE KOK, MEMBER OF FARMING COOPERATIVE, NORTHERN CAPE

W hen a grwup of amers 1 the Eksteenskuil arra of the Northem Cape formed a
cooperative in 2003, they were able to join in a profitable venture to export raisins to
Eumpe.Foryears, the coopemtive was the onl exporterofFaitrade misis i the world.
Nele Kok chais this colkctive ofnow 82 members, hin selffa fam eron Kein oes, an
knd 1 the LowerO range R iver.

Kok’s position as leader of a farming collective has taken him far from his first job: working
T whoksak forMetro Cash & Cany.He hterbecam e an ekctrician and then taught
m aths and ekctricalskills fornne years i a technicalschooli Uphgton.Kok’s nextby
carrershitoccured nh 1993, when he purchased his brother-in-Bw s 15 hectares of hnd
and becam e a am er.

Exporting raishs has been a critdcalttade opportuniy forthe fam ers who, forhistorical
reasons, own small pbts of Bnd and hck the capiml © mrgate their am s. Th the
1950s, the apartheid government identified the area as a “coloured reserve” and divided
prevbusly whir-owned Bnd nto pbts between 0.5 © 15 hectares 1 size.

W hen Kok becam e a fam er; m ostother am ers 1 the arra grew peas, entls, misns,
cotton and lucerne. Cotton became unprofitable when tariff liberalisation in that period
m eant stff in port com petiton fiom Chia.

Severmlof these smallscak fam ers pulkd together to om a fam ers’ associktion n
1994 .This group becam e a co-op nie years Bterwhen is m em bers began to work w ih
Fatrade, an organisaton dediated to supportng sustahabk and equizbk sm all-scalk
producton.

W ih the “‘socilprem 1im ” that Farrade pays is m em bers, the am ers have setup an
administrative office, bought irrigation pumps and tractors. They have also given back to
the com m uniy, purchasing schoolsupples, establishihg a wom en’s progctand providing
first-aid training.

Kok beleves thatm ore nvestm entcould heb the coopermtive’s m em bers in prove their
sm ally®elds, openig up m ore Bnd to grade prducton, In provihg w aterdistrbution and
dam s am ong otherthings.The cooperative i working w ih the D eparm entofAgriculure,
Forestry and Fisheres to expbre optons for is future devebpm ent.
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CHAPTER 5. PROVINCIAL COORDINATION

Deputy M misterGwen M ahlangu-Nkabide,BudgetVote speech,23 March 2010

Oureconomy exhbis a high dependence on m hermlcom m odies, and the entie econom y r=les on the
strength ofa shgk provice, G auteng. Just in aghe whatwould happen ifthe econom y of thatprovice
woull colbpse. Iam sure the entie country woull have a probEm .Now, £ In porant orus t© unbck
the potentali otherprovices.

htoducton

Successful ntegmted econom I govemance rquirs stronger coordhation between
the three spheres ofgovemm ent. This chapteroutlhes the D eparm ent’s work w ih the
proviices through M 1M ecs, bibtermlengagem ents and viis. Two broad workstream s
are reported on, setthg outthiteen actvies.

Eachpmvincihlgovemm enthiclides a portfolo responsibk forthe econom o devebpm ent
fincton combied, n some nstances, wih other functons, such as envionm ental
afrs and tourem . Some munipaliies have econom i devebpment portfolos.
M oreover, m etropolian areas (he metws’) have substantal resources for econom
devebpm ent (see rsearch bebw). Econom i devebpm ent agencis I national and
proviicilgovemm entcontrbute n differentways to econom & deve bpm ent throughout
the country. The chalenge for govemm ent and is agencis i how t© work together
creativel and effectively and how to coordnate the niatives ofm uliok Ekphyers t©
m axin se ther in pact.

TheM 1M ec structure isone such nstrum entforachieving this coordiation.The E conom i©
Devebpm entM M ec now consists of the natonalM nisters and Deputy M histers of
Econom & Devebpm ent and Trade and hdustry, the provincileconom i develbpm ent
MECs, metro mayors, SALGA rprsen@tives and the heads of devebpm ent and
regubtory agencies. EDD has worked w ih the ddto bring SALGA and m ettos nito the
M 1m ec structure on a consistentbasi siice 2009.

The MinMec albws actors to exchange vews and nhfom aton regarding
the shared m andate of econom i devebpm ent. They can alko discuss thexr
experences I in pkem entmton. I this way, partcipants stengthen cooperation
and coorhatbn across the three spheres of govemm ent and can in prove
sewie delivery.

The M nisterand Deputy M nhisteralo engage 1 bibhteralk wih provihcialand
bcalgovemm ent principal to better understand the chalenges facihg those
spheres.

W orkstream 1:M M ec

Actwiy 1:Econom ic Devebpm entM nM ec 11 August2009

On 11 August 2009, the M nisters of Econom & Devebpm ent, Ebmhin Pate],
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Trade and hdustry, Rob DaviEs, Deputy M nhisters Gwen
M ahlbngu-Nkabide, Thandi Tobas-Pokob and Mara Ntwl
and the MEC s responsibk foreconom i devebpm ent 1h the
Eastem Cape,Fre State, KwazZzuliNatl, G auteng, Lin popo
and W estem Cape and theirrespective heads ofdeparm ent
held the first MinMec meeting of the new administration.

M hister Patelm ade a presentaton on the ok of EDD and
prorites em ergig outofthe M ay 2009 CabmnetLekgoth. He
" briefed the M M ec on the m plkem entaton of the Fram ew ork
for South Africa’s response t© the gbbal econom i crisis.
The meeting reflected on the impact of the recession on the
econom y, particubrly provihcil pb bsses and declhes i ndustral capaciy country-
wide. Enoted the nibmtwve by KwaZuliNatalto canvass a stakeholder response t©
the econom i© crisis through the provihciBlRoad to Recovery Summ i. An end-oftem
M M ec report for2004-09 was tablkd ordiscussbn.

M nisterDavies prsented the dt’s work 1 varbus sectors, hcluidhg: auto; cbthihg and
texties; capialgoods, m etalfabricaton and transportequim ent; and agm-processing.
He also briefed the MinMec on the work being done in industrial financing and SMME
devebpm ent.A cooperative devebpm entagency was m ooted.

In the MinMec, Ministers and MECs also identified the need for a policy discussion on
spatibldevebpm ent. The M 1M ec agreed to create a phtform t© discuss the conceptof
green Ppbs and hnovaton and technobgy.EDD and the ddagreed to devebp a proposal
on a shared research phtfom w ih the provices.

The MECs tabkd ther provincialprbrtes, chalenges and opportunies. The m eeting
agred t© convene an econom I develpm ent sym posiim . The participants issued a
request or heads of deparm ents t© meet beforehand to discuss the functoning of
econom I devebpm entagencEes i therprovices.

Actwiy 2 :The Econom &t C listerR esearch Forum

EDD co-hosted a research forum on 30 Septem ber2009 t© encourage greaterresearch
coopemtibn am ongstprovincihland natbnaleconom i deve bpm entdeparm ents.

The m eetihg enabkd partcipants to dentfy severalcom m on probkm s and share
solutbns and bestpractice . Fourcom m on probkm s em erged outof discussion
betw een the research and policy branches ofeconom i devebbpm entdepanm ents
i in the forum. The first was drafting research agendas and formulating effective
and efficient research processes.

\l

N

v Anothercom m on chalenge w as know dge m anagem ent.Participants expressed

-'-:'\ﬂ difficulty in collating and accessing existing research, particularly when employees
\ had Eftthe organisation.

A third common difficulty was quality assurance. The challenges have been to
ensure that serwice providers delver qualty work to govemm ent deparm ents
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and that officials do not process substandard work. The forum participants undertook
to assisteach other n avoidig poor qualty consulancy woik by mtihg work done by
sewie providers and sharng theirassessm ents w ih each other.

Fihally, sin arpmobkm s existaround coordiation. R esearchers working Independently
ofone another, “n sibg”, resuled i m any stances i duplicaton and esource waste.
The orum agreed to use the ddwebsie as the tem porary hom e ofthe clister’s econom i
research t© prevent further duplicaton. Forum partciants also noted that they could
n prove coordination I subscriptions to econom & pumals and data banks.

Actvity 3 :Research on resources avaibbk foreconom o devebpm ent

Ih prepamtion for the Sym posiim on Econom io Devebpmenton 16 Novem ber 2009,
EDD conducted a suwey of resources depbyed by the different spheres ofgovemm ent
on core economic development activities. The survey showed that in the financial year
2009-10 thers was approxinately R16 4 billon avaibbEk n the budgets of natonal,
proviiciland m etro econom i deve bpm entdepanrm ents and agencEs.

Atnatbnalkvel, this nclided the budgets ofthe dd R5 4 billon) and the Depanm ent
of Scince and Technobgy R4 2 billon). At provicildeparm ent Evel, R4 6 billon
was albcated t© econom I devebpm entand R 2 .1 billion 1 the m etxo deparm ents. The
budgets of natbnalagencEs, such as the DBSA, DC, Transnetand Eskom were not
hclided alhough they have substantialeconom i devebpm entresources.

The surwey alo assessed hum an capaciy for econom i devebpm ent. The provicil
deparm ents and thel extemal agenciEs together em pbyed approxin ately 4500 staff
on core economic development activities. The average level of staffing was 492 per
province, w ith w de varation betw een them .

Actviy 4 : TechnicalM M ec 12 O ctober2009

A heads ofdeparm entm eeting was convened 1 Ine w ih a resolution of
the 11 August 2009 M M ec. The m eetihg consierrd the seven topis
thatw ere proposed forthe sym posiim : recessin and responses; tourism

and econom I devebpm ent; miral econom i devebpm ent; the pro-
em pbym ent grow th path; polcy discussibns on ndustral devebpm ent
zones; Eamig fiom practice; and ntergovemm ental cooxdihation. The
heads ofdeparm entalso took provincialsubm issions o consideration.

Activiy 5:M M ec Sym posiim — 16-17 Novem ber2010

A M iiMec econom I devebpment symposiim was hed over 16-17
Novem ber 2009 1 Prtora. Approxin ately 120 participants attended,
hclidihg burgovemm entM histers, wo Deputy M histers, nihe provihcial
MECs, and officials from national and provincial departments, other state
entites, SALG A and busiess and bbourmepresentatives.

The m eeting agreed that em pbym ent must becom e a m o Inporant
obective of govemm ent polcy and that overcom g the recessbn was
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an Inm edate prorty. This analsi ponted t© the need fora com binaton of
cyclicaland stucturalresponses.

Parttcipants at the symposiim agreed that twoul be usefulto devebp a
proectassessm enttool This hsttum entcould hedb to dentfy the tkely in pact
ofdifferenttypes ofeconom i progcts prorto resources being com m ited to
them , and also h In pactevaliation affertheirin plem entaton.

An EDD suwey found that the constramned capaciy of the pmovices t©
delivereffective econom & programm es was one of the biygestobstacks to
-, more effective performance. Some departments had significant vacancies,
" partly because of skill shortages. Potential solutions identified in the meeting
+ hclided tw hnihg anangem ents, peer review m echanim s and coopemton
. wih bcalunversikes.

One ofthe pknary sessbns of the sym posiim addressed the govemm ents
response to the rmcessibn (outlhed ih Chapter 2 of this rpont). Another
pEnary session concemed miral econom i devebpm ent, and conclided
thatmralem pbym entand econom i devebpm entcan be in proved through
expandig agriculure, agm-processiig and bmwader mral devebpm ent
progmmmes.

The symposium reflected on the ways in which government can increase the
em pbym entin pactofnfiastucture program m es. hfiasttucture rem ains one ofthe m an
consttaints on growth and i offen madequatel phnned and m anhtahed. Approprate
hfiastructure can crowd 1 vestm entand crate the physialphktiom forgrowth and
hum an devebpm ent.

One of the comm issbons consiersd ways to devebp a stronger parmership between
natonal and proviicil govemm ents on ndustral policy. The man task for the skills
devebpm ent comm issbn was t© expbre the gkills chalenges facihg the economy and
the adequacy ofexisting polickes.The persistent gkills shortage is one ofthe constaits
to bettereconom i perdom ance, em pbym entgenemton and hvestm entattracton.

The SMME comm ission focussed on iIn proving coordhation of govemm ent suppoit for
small firms, ranging from legislation to policies and programmes. Support programmes
are concentrated i the m apreifes and need to be extended elsewhere .The com m ission
questibned whether govemm ent i getthg adequate rrtum for s nvestment n small
bushess suppozrt.

The comm issibn on proviicil and bcal econom & devebpm ent agencies discussed
whether there werr O many agencks i some proviices. Some agenciEs have
struggkd because ofunckarm andates. Furher, poorm onioring armangem ents m ean
that probkem s are not detected early enough to be m®msoled. Ther i evience that
agenckes duplicate therefforts because theirm andates overbp.

The sym posiim agreed thatthe provinces and natbnalgovemm ent shoul colbbomate
on research to avoid comm Issbnig ad-hoc studes wih lite bng-tem valie, payihg
the sam e consulants severmltmes ®© do very sin ibr reseaxch. The outcom es of the
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Econom & C usterResearch Forum setoutabove, were bmwadly endorsed.

The symposium, the first of its kind at MinMec level, laid a solid basis for a strengthened
m odelofcoopemtive govemance.

W orkstream 2:M mister’s and Deputy M nnster's provincialengagem ents
Activity 1:Roadm ap to KwaZuli NatalEconom i R ecovery Conference

The conference, hosted by the Prem £r of Kwazuli-Nat@l, DrZweliM khize and M EC

Michael Mabuyakhulu, took place on 6 August 2009. It was the first provincial Summit
heHd afterthe 2009 genemlekctbns and bmought together sochalparmers, govemm ent
and researchers to consier the in pactofthe recession on KZN and to devebp a phn
to ensure em pbym entrecovery.

M hister Pate], h his address to the conference, sai that econom & growth was an
important but not sufficient goal. The Minister cited improvement of infrastructure,
expansbn of public works programmes, bmwad-based ndustrelisaton and sector
polices and support orSMM Es and cooperatives as key strategiEs both to counteract
the effects of the downtum and © phce the economy on a Bbourabsorting grow th
path.The address alko outlned the steps taken by the sochlparners to in pkem entthe
Fram ework Agreem ent.

The Conference developed a detailed set of proposals covering specific sectors and laid
the basi forthe provice’s response o pb bsses.

Actwiy 2 :Gauteng Econom & Recovery Summ i

Aspartofis response to the gbbaleconom o crisis, the G auteng province has devebped
the G auteng R esponse t the Econom & C risis Fram ew ok, proposig an hfrastucture-
¥d recovery apprach, as wellas the G auteng Em pbym ent, G row th and D evebpm ent
Stategy for bng-em sust@nabk devebpm ent. The provice staged a summ it on 12
Novem ber2009 to comm tto a com prrhensive and colective response to the econom i
downtum.

The M hister of Econom & Devebpm entwas htewewed by a team fiom the provice,
to reporton govemm ent’s work on the new grow th path and to dentfy progress m ade
w ih the in plem entmation ofthe Fram ew o1k response o the r=cesson.This kd t a video-
packaged address t© the Summ tand a visitby the
Deputy M nhisterearly 1h 2010 to the provice.

Activity 3: Fact-finding visit to Gauteng Province

As part of EDD s outrrach progrmamm e, Deputy
M nister MahbnguNkabide viied Gauteng
on 14 January 2010. The visit highlghted
opporunies t© inprove algnment of proviicial
and natinal econom & devebpm ent polickes and
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reduce the num ber of provihcildevebpm ent agences. k&
was noted that agencies’ budgets were heavily weghted
for com pensation of em pbyees, kaving litke albcation for
devebpm ent. Proviicilrepresentatives sad thatG auteng
sought to tansfom the hfastucturr m x © acceknte
econom I growth, I prove the sgkills-base of the provice
and buid an advanced public transport system .

Activity 4: Fact-finding visit to the Free State

Deputy M hister M ahlbnguNkabide visied the Free State on 13 January 2010. The
meetings focused on the challenges faced by the province, which included insufficient
num bers of valie-addig activiies t© genemte decent pbs. The proviice noted there
was insufficient capacity to process raw materials that originated locally. The Free State
has experienced difficulty creating economic linkages with the surrounding provinces
G auteng, W estem Cape, Eastem Cape and Northem Cape). The province beleved i
could potentally pky a ok 1 buk storage and redistrbution, which would also create
Pbs 1 the secondary and tertary sectors and reduce m gmaton to ne ghbourng provices.

Activity 5: Fact-finding visit to Limpopo

Deputy M nisterM ahlbngu-Nkabmnde visied Lin popo on 15 January 2010. Chalenges
identified in Limpopo include traffic congestion at the Musina/Beit Bridge border post.
The province acknow kdged the need to expand is m anufacturng and sewices. The
road infrastructure was under strain due to the large flow of goods from Gauteng to
neghbouring countries as well as the high volum es of coal ttansported to Eskom ‘s
them alpow ergenemting phnts by road.There were concems thatTmansneti hcreasihg
capacity Prmitansporttoo sbw k.

Limpopo also found that the lack of markets is stifing SMME and cooperative development.
Publc and prvate sectors tend not to procure from them . The pmviice alko kcks
adequate financial services due to a lack of basic infrastructure. A proposed solution is
the creation of cooperative banks in remote areas but the province noted difficulties in
obtannhg bankihg licences. Ewas repored that successful hnd ckin s have Ih some
st@ances caused gam e fam g and agriculuralBnd to becom e disused.

Some of the lessons learnt from the Limpopo visit include the need to find creative ways
orSMM Es to m arkettherproducts and to prom ote bcalproduction by kvermaging public
procurem ent by all spheres of G ovemm ent. Practical hnovation and com petiveness
programm es forSMM E s should be devebped and in pkm ented.

Activity 6: Fact-finding visit to Mpumalanga

The Deputy M nistervisied M pum abnga i Febmary 2010 and heard thatthe provice
has a high kvelofunem pbyed aduls and a sm allnum ber of skiled workers. M fhng
activities were not sufficient to absorb the unemployed. There are few value-adding
hdustres w th a hgh em pbym enty®1d. The wad himastucture i undersever pressure
caused 1 partby hcreased mad tansporation ofcoalto them alpower stations i the
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proviice. Coffee fiom the province has stuggkd to penetrate the hghl com petiive
coffee m arket.

O bserwatons fiom the vistto the provihce iclide the need to encourmge consum ers to
support bcalproducts which w fllboostproduction and pbs.A callwas m ade thatin port
arffs be revewed to make bcal hdustty m orr com petitve . Sttategis are needed to
encourage other spheres ofgovemm entto create becalvalie-adding ndustres thatare
Bbour ntensive.

Activity 7: Fact-finding visit to the North West Province

I a visit to the Noxth W est Province 11 Febmary 2020, Deputy M nister M ahlngu-
Nkabnhde noted the high kvel of de-mndustralsation Inked to the hih cost of dong
business in the province, compared to Gauteng. A number of challenges were identified,
ranging from ilkegalgam blng especially m com m unikes amund m g operatons, to the
status ofprovichlprofcts thatwere underpressure due to bck ofvabE m arkets and
bck ofm anagem ent gkills.

The DeputyM hsteraddressed the probkm oftoom any provihcildevebpm entagences
thatwere notwellcoordiated.

Actviy 8 :Eastem Cape Econom & O utbok Conference 4 Febmary 2010

The Eastem Cape hosted a stakeholders’ conference on 4 Febmary 2010 to address
the econom ic outbok forthe province.The m eetihg was preceded by engagem entw ih
bushess and Bbourat bcallkvel The Eastem Cape M EC had addressed the M am ec
Sym posiim during 2009 on key challenges faced by the proviice and the efm ents ofa
plan that was being developed to address these. Ateam of officials was sent to Pretoria to
hteractw ih the M fhisterofEconom i Devebpm entand thi resuled 1 a video address
by Minister Patel to the Conference. This was followed up in the new financial year with
furtherengagem ents w ith the provice.
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DENISE CLASSE, FROM FISHING FACTORY WORKER TO LIVING
FROM SOCIAL GRANTS, WANTING A DECENT JOB, WESTERN CAPE

W hen the North Bay Fihhg factory cbsed 1 2006, Denise Clhsse was one of 62
em pbyees who faced an unceran future i the sm allcoastalcom m uniy ofDoringbaai
on the Cape W est Coast. The factory had provided one of the two man em pbym ent
opporunites i Doringbaai the otherbeig work w ih the m unicipaliy.

The bbster factory, owned by the O cean® group, had been around sihce 1913 .W hen
C base began working atthe factory i the m d-1980s, she folbwed 1 the footsteps of
severalotherfam iy m em bers.Hergrandm otherw orked atNorth Bay, as did herm other,
father, two of her five brothers and her husband.

The 41 vyearold m otherofthree eamed R19 95 perhour. Som e weeks, fshe worked a
full five-day week, she could earn about R900 for the week. In other weeks, when there
was ksswork avaibblk, she eamed aboutR 300 orR400 a week.The household ncom e
ranged between R600 and R1800 a week, fiom which they supported eghtpeopk.

T 2006, the factory owners decied to shutdown opemtions. Em pbyees could accept
retrenchm entortake pbs 30 km away ata sistercom pany 1 Lam berts Bay.M ostofthe
workers chose retrenchm entsice working 1 Lam berts Bay posed severe chalenges.

C hase and herhusband tumed t© seasonalfam workihg t eam a Iving.They picked
tom atoes and potatoes, notm akihg as m uch m oney as before, untl the work dried up
1 early 2007 .Herhusband soughtout casualwork the olow g yearand n 2009, the
fam iy began t© receie rlefthmwugh state sochlgrants.

The family now lives off of three child grants, and Denise and her seven dependents (five
chidren and tw o brothers who are unem pbyed) live offR 750 a m onth.She spends about
R300 on a ood ham per, which sustans the fam iy fortwo-and-a-ha¥fweeks. 2010, her
husband ofnearly 16 years passed away.

YetC hase's em pbym entprospects m ay in prove.The Depanm entofPublic W orks has
prom ised t© sponsorthe comm uniy wih R5 m illion and has gwven them rghts to an old
factory in the area which they plan to turn into an abalone or fishing farm farm. At first
the factory willonl em pby 15 peopk. Ephns to em pby 50 peopk afftersix m onths and
keep grow Ing from there . K this does notwoik, she dream s of settng up herown coffee
shop on the beach cbse © the harbour.
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CHAPTER 6. PARLIAMENT

M misterPatel, Presidency BudgetVote Debate, 24 June 2009

I South Africa and the restofA frica destined to be the m odem day hew ers ofwood ordmaw ers ofwater?

Orcan we buid a differentvisbn forSouth Africa and hdeed the African conthent, as a m apr hdustral
econom y w ih sttong suppl Inkages across ourborders, an econom y based on iinovaton, skills, scence

and technobgy and fair Bbourstandars, and driven by strong dom estic dem and i oureconom £s?

The devebpm entagenda orSouthA firica contans the seeds ofa new grow th path orthe A frican continent.
As we engage wih the powerfiil econom £s of Chha, hdia, Bmzil, the EU and the US, we need t

reflect on how we can leverage more and better jobs from these economic relationships. Our trade and
Tivestm entcan and m ustbe stuctured to m axin e the bcalem pbym entdwidend.

htoductbn

The sepamtion ofexecutive, judicialand kgiskhtwve pow ersasenshrined i ourC onstiuton
Ies atthe heartofoursystem ofparlam entary dem ocracy. I temm s of the Constiuton,
the Bgishture phys a crtcalok overseeng the work ofthe Executive and, accordngly,
m em bers of the natbnalExecutive m ustaccountto both Houses ofParlam entand their
comm tees.This chapteroutlnes the M nister’s and Deputy M nister's key engagem ents
I Parlam ent 1 the yearunder revew, I ourworkstteam s that hhclide addresses ©
the National Assembly, briefings to Parliamentary Committees, replies to Parliamentary
Questbns and complance wih twblhg requiements. h addibn t© this mpoit, the
M nisterand Deputy M fhhister, as M em bers of Parlam ent, attend sitings of the Natbnal
Assem bl rrgubrly, nteractw ith ndvidualM Ps and attend m eetings ofthe study groups

ofthe m aprity party.

W orkstream 1:Addresses to the NatonalAssem bl

Durng the perbd under revew, there were three key addmwesses by M nister Patelto
the NatbnalAssem bl/: durng the Presidency Vote 1 June 2009, a statem enton the
recessn n August2009 and the BudgetVote n M axch 2010.

Presdency BudgetVote Debate 24 June 2009

M nhisterPatelpartciated n the Presidency BudgetVote debate on 24 June 2009 and
spoke on htematibnaleconom i rrhtons. He noted thatthe pastthree decades saw a
deep ntegration ofeconom Es across the gbbe, notalvays to South A frica’s advantage,
and thatthi htegraton had profoundly changed ourword.

TheM nisterstressed thatSouth A frica’s agenda is also anA frican agenda .D eve bping the
econom s ofAfrica s fundam en@lforSouth Afirica t m eet s natbnaleconom  goal.
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He hghlghted A frica’s vastendowm ent n hum an and naturmlresources, envionm ental
dversiy and culumlrichness.O ver60% ofthe conthent’s popultion ofone billon peopk
are under25 years ofage.This youthfulsegm ent is a huge resource and represents the
presentand future Bbouroree thatneeds productive and decentw ork.

The M nister nfom ed parlam ent of the G bbalJobs Pactadopted by the htemational
LabourO anisation, which provides form easures to acheve the folow hg:accekmating
em pbym entcreation, pb recovery and sustehig enterprises; buidihg sochlprotecton
system s and protecting peopk ; stengthenig respectfor ntemational Bbourstandaxds;
usihg sockl diBbgue and colective bamganhihg; dentfyhg prories and stinubting
action; and shapig a arand sustaihablk gbbalisaton.

The M nhisternoted thatthe em exgihg outcom e atthe W ord Trade O rganisation does not
adequately address South A frica s hdustra lisation agenda, and 1 s cunentfom would
cause steep Pb bsses 1 oureconom y. He indicated that the govemm entwoul enter
to discussbns w th the EU rrgardig the proposed econom i parnershp agreem ents.

The Minister said that South Africa has called for major reforms to international financial
nsthutons, prncpally the M F and W orld Bank. Their govemance stmuctures need a
revam p and the voice of the devebping world needs ®© be sttengthened. South A fiica
has calked forthe m andates ofthese nsttions to be reviewed © ensure thatthey better
reflect development goals, including decent work outcomes.

Statem enth the NatbnalAssem bly on the gbbaleconom i crisis 20 August2009

h tem s of muk 106 of the NatbnalAssem bl Ruks, a Cabmhetmembermay make a
factualorpolicy statem ent rhBting to govemm entpolicy, any executive action or other
sin lbrm atterofwhich the Assem bl shoud be nhform ed.Due t the keen nteresti the
progress 1 respondihg to the ntematbnal econom o crisis, the M nister of Econom o
Devebpm entaddmessed the NatbnalAssem bl on 20 August2009. He noted thatthe
htematbnaleconom t crisis and the bcalrecessbn threatened to w pe outa num ber
ofyears ofeconom i gans.'W e need to use the crisis as an opporuniy to m obilise the
nation amund a progmamm e to defend the econom y and t© further sttengthen tand to
defend pbs,” he sad.

The Minister stressed that what started as a financial crisis has rapidly become a
crisis I the productive sector of the econom y, affecting em pbym ent particubrly hard.
“International experience has shown that financial crises leave large employment and
socihldam age I their wake even when econom £s recover” he said. h this context,
govemm ent had stepped up efforts t© address the inpact of the gbbal crisis on the
econom y and ciizens.




Econom ic Development Department Annual Report 2009/10

Statem enton the gbbaleconom o crisi, 20 August2009

The Fram ework forSouth Africa’s Response t© the htematonalEconom & Crisk] recognies the sochal
parmners’ colective responsbilty to work together to w thstand the crisis and ensuw that the poor and
the m ostvuhembk ar protected as faras possble fiom the in pactofthe crsks. Nothg the country’s
welldevebped and advanced system of sochldibgue, a strong nsttuton n the orm ofNedkc and a
tradibn ofworkhg togetheras constiuents t address the sociklchalenges, tseeks t draw on these
strengths 11 devebpig and adjistihg South Africa’s response to the crisks and in pm enthg is varbus
comm im ents.h addibn, the fiam ew ok 'recognies the in portance ofensuring thatthe econom y i ready
to take advantage of the next upturn and that the benefits of such growth are shared by all our people.

The M nister hfom ed parament of the key arras of work compkted under the
Framework, including the National Jobs Fund to finance a new training layoff scheme,
the DC Fund for com pankts n distress, acton © com bat ilegal in ports, com pettion
nvestigatins on food prices, sector-kvelhibtives o address vulhermbk nhdustres and
efiorts to address over-ndebtedness 1 the contextofthe r=cessbn.

The M nhiterreported on engagem ents w th the M EC s ofsx provinces,nam ek, Kwazuli-
Natal, Gauteng, W estem Cape, Eastem Cape, Free State and Lin popo, rrgardig the
package, as wellas efforts to draw m ore South A fifcans, through com m uniy structures
and NGO s, nto the parmershp to respond to the recessbn.

BudgetVote speech 23 Maxch 2010

Minister Patel in his first Budget Vote address to the National Assembly drew attention
to the condions of ordnary South Africans, those w ithout pbs as wellas the workg
poor and strugglng sm allenterprises. The M nister announced the programm es of the
Deparm entoutlned 1 is Stategic PhAn and the ways hn whith EDD would engage the
agences reportng © itfrom 1 Aprid2010.

M nhisterEbrahin Patel, BudgetVote Speech, 23 March 2010

EDD ‘s budgetalbcaton s R418 m illon, which covers the work ofthe Deparm entand certan enties
thatreportto . W e propose the distrbutbn ofthe Budgetas folows:

e R18,2m illon orpolcy devebpm entwork

e R25,8m illon oreconom & phnnihg and coorhatbn

e R11,2m illon oreconom I devebpm entand dabgue

e R44 8 m ion oradm hktaton, the M histry and capialexpendiure

e R152m illbn forsm allbusihess finding, through tansfers to Khuk and SAM AF

e R102 m ilon forthe com petitbn authories t© strengthen therw ork and

e R64 m illon orttade adm nistaton, to ITAC .
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The M nisterem phasised the green econom y and the know kdge econom y as key drivers
w ihi the G row th Path .He described EDD ‘s ok In the deve bpm entofnational, sectorand
spatalphns thatwould feed nto the work ofCabiet, the NatbnalP Bnning Com m ission
and proviciland bcalgovemm ent. SockhlD Bbgue, nclidihg the establishm ent of
knowledge networks, would also form a significant part of EDD’s work, he said. In this
presentation, the M nister also announced m em bers of the Econom i Advisory Panel
(see Chapter7).

Deputy M nisterM ahlngu-Nkabinde addressed parlam enton the i portance ofhum an
capialas a country’s sttongestasset. hvesting 1 peopk ensures a hih ate of rrtum
T iventon, discovery and hnovation, she saidd. This has a mulplereflect. Notonlk do
individual innovators benefit, but others also benefit through job creation and the opening
up of htemaland extemalm arkets. The Deputy M hister cied the exam pks ofAsiEn
natons such as Japan, South Korea, M akysh and S hgapore.

Deputy M nisterM ahlbngu-Nkabinde said thatthe declhe ofagriculure 1 South A fiica
B amaprthreatto the growth and devebpm entofthe econom y. Agroprocesses m ust
be brought cbser to agriculurml com m unikes to enabk them to add valie to the food
they produce. The Deputy M hister expressed concem at the country’s high volum e of
agricultural imports. South Africans did not support South African products sufficiently,
she conclided.

Deputy M nisterGwen M ahlanguNkabihde, BudgetVote Speech, 23 March 2010

T conclisbn, [woull Ike to quote] Nelkon M andeh s hstwords to a phtsithg of Partam enton the 10%
May 2004:

‘O urdem ocracy m ustbring is m ateralfiuis o all, partcubrly the poor, m arghalised and vuhembk .Our
belefn the comm on good ulin atel tanshtes 1 t© a deep concem orthose thatsufferwantand
deprivaton ofany kind .”

Workstream 2: Briefings to Committees
Briefing on EDD’s mandate

On 19 June 2009, the M nisterofE conom it D evebpm entbrefed the Portfolo Comm Hiee
on Econom i Devebpm enton the m andate of the depantm entand is =htonship wih
other deparm ents and govemm ent entites. The M nister nfom ed m em bers that EDD

would focus on prom oting econom i policy devebpm ent, coordhation and coherence
across allspheres of govemm ent through provincial], mirmland econom i develpm ent.
He advised the deparm enthad been created to ensure thatthe focus and outcom es of
South A frica’s econom i polices were diected atreducihg hicom e hequalikes, creathg
decentw ok and achivig balknced bmad-based ndustralisation.

M em bers welom ed the M nister’s presentation and the creation ofthe new depanm ent.
Lt becam e evident that comm itee m em bers had high hopes that the new deparm ent
would he change South A frica’s grow th ta £ctory and hel depanrm ents to m nin ize the
sib appmwach © phnnihg and in pm entatbn ofgovemm entpolickes and progmmm es.
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Briefing on South Africa’s response to the global economic crisis

On 28 August 2009, M nister Patel brefed a pint meetihg of Portfolo and Sekct
Comm itees on Econom i Devebpm ent and the Portfolo Comm itee on Trade and
Thdustry on South Afiica’s response to the gbbaleconom & crisis.

The M histersai thatthe genesis ofthe crisik By 1 a range ofpolciEs overthe past30
years and a series of com pkx and nterconnected factors, nclidihg: gross in baknces
and inequities in the global economic system, increased financialisation of economies,
heffectualregubtion i key econom s and poorbusiess practices.

The presentaton sketched the main events of the early stages of the crisis and the
consequences for the world econom y, hclidihg the shawyp drop 1 the price of oiland
many m herals, a substantildeclne 1 aggregate dem and, the sbwdown and cbsumw
ofmany factores, a by rduction of credi © com panks, unem pbym ent affectng an
estin ated 50 m illbn workers gbball, a deepenig of mmalpoverty and bss ofhom es
and propeny. Ih response, the US, Chia and severmlEumpean countries announced
stin ulis m easures.

The presentation outlhed the inpact of the crisis I South Afiica and hfom ed the
Comm itees on the detmis of the country’s response, the Framework Agreem ent,
entered nto by socklparners on 19 Febmary 2009. The M nnister noted the six key
ekm ents of the Fram ew otk Agreem ent: the m aitenance of high kevel of nvestm ent,
an expansipnary m acmeconom i polcy, stronger ndustraland trade policy m easures,
em pbym ent nterwentons, socihlm easures and efforts to address the gbbal mots of
crisis.

The M hister hdicated thatthers were tentative signs ofeconom i recovery butwamed
thatthese were based on stin ulis packages and thatem pbym ent in provem ents woull
kg econom i recovery. The crisis chalenged econom i orthodoxEs and athough gbbal
financial regulation was taking shape, many global imbalances had not been resolved.
The M nister said that the crisis was not a shorttem prbkm that woull disappear
I sx months and that govemm ent woul act wih msole t© pmtect pbs and the
econom y. The Comm iteres wekom ed the nterwentions by EDD and is coordnation of
the in pm entation of the Fram ew ork Agreem ent.

Presentaton ofthe EDD s M ediim Tem Strategi Phn

On 5 Marh 2010, the M nisterof Econom i© Develbpm entprsented the M ediim Tem
Sttategict PEn 2010/11 t© 2012/13 to the Portfolb Comm itee on Econom i D eve bpm ent.
EDD s pbn was wellreceied. The presentaton focused on EDD ‘s m andate, ain s and
ocus as wellas program m es, subprogmam m es, outputs and activies. Tako rfened ©
the agences forwhich EDD woul be responsbk wih effectfrom 1 April2010.

The comm Htee discussibns coverred syner™is amongst clister deparments on
m acr-and m rw-econom I Bsues, how EDD woull handk vested nterests 1 varbus
deparm ents when dealng w ih the new G mowth Path, chalenges of mraldevelbpm ent
and algnm ent of provincial econom & devebpm ent phns wih those of the natbnal
Econom & Devebpm entD eparm ent.




Economic Development Department Annual Report 2009/10

Briefing on Vote 27 in the Estin ates ofNatonalExpendiure

On 16 March 2010, the D fectorG eneralbriefed the Portfolo Comm ifee on Econom io
Development on the budget of the department over the MTSF period, reflected in the
chapter on Vote 27 1 the 2010 Estin ates of Natbnal Expendiure. The budget was
bradly welkom ed and attenton drawn t© sttengthenig the socialeconomy.

W orkstream 3:Parlam entary Q uestons

Between June 2009 and M arch 2010, the M nisterrecewved 38 questions, eghtofwhich
requird oralrepl and 30 ofwhich were forw riten repl.Durng the perod underreview,
the Econom I C luster responded to questions for oral repl on 16 Septem ber and 4
Novem ber2009.Q uestons wer answered w ithi the prescrbed tim e-fram es.

The nature ofquestions varied from policy to budgetand m anagem ent ssues.

Polcy-rehted questons nclided questions on the inpactof the econom & crisis, the
uptake of the tathing hy-off schem e, phns to hcrase capaciy i the m anufacturng
sector, use oftem porary em pbym ent serwices orbmwkers, the In pactofwage dem ands
on the econom y, steps t© address pb creaton, skills deve bpm entand poverty alevaton,
assessm ents ofthe in pactofthe ekctricty price ncrease, and the extentand nature of
hteracton w ih the Depanm entofRuralD eve bpm entand Land Refom .

Budget questibons clided queries on expendiure on accomm odaton and tavelling
by staff and amounts spent on renovating the official residences. Management-related
questibns nclided queres on the sgnihg ofperfom ance agreem ents by senbrm anagers
ofthe deparm entand adhernce to the O ccupatibnalHealh and Safety Actof1993.

W orkstream 4 :Tablng ofdocum ents, eports and otherpapers

M nisters arr requied by bw and regulhtions t© @bk reports and other docum ents i
Parlam ent, as a m echanism by which deparm ents account to the kgishtive branch
of govemm ent on their actwvites. The requird docum entmton nclides, am ong other
things, strategtc phns, annual reports, ntematbnal agreem ents and green and whie
papers.

EDD t@bkd is Mediim Tem Stategi Phn 2010/11 to 2011/43 on 3 Marxch 2010, the
date which was setby Parlam entaccording to the M oney Bills Am endm entand Rehted
M atters Act, 2009. The Actalko requirs Executive M em bers t @bk sttategic phns of
allenttes reporing t© them . The M hiterrequested the Speakerto dehy the @blng of
the sttategic phns of the six agencis (thatwoul reportt EDD as fiom 1 April2010)
to give EDD an opporunity to engage wih the agencEes on thex stategic phns and
to ensure the algnm ent of the agencies’ phns w ih govemm ent’s sttategic obgctives.
These reports were subsequently blkd.




Econom ic Development Department Annual Report 2009/10 .
63







Econom ic Development Department Annual Report 2009/10

SAM KHOTLE, STARTED AT UNIVERSITY, NOW A PETROL ATTENDANT

Atthe Tselk Fillng Station 1 Botshabeb works an am bitbus young petrolattendantw ho
studEs m arketing and sockltheory and dream s ofstarthg up his own catering busiess.
This s Sam Khotk,a 28-yearold who had to abandon his studEs atthe Universiy ofthe
Free State out of financial hardship in 2005.

W hen Khotle com pkted high schooli 2001, he sethi sghts on a un¥versity hdustral
psychobgydegree .He took a bridging course atthe H iliside View Colkege 1 B bem fontein
1 2002, Btermovig t© Thaba Nchu Colege to compkte the progmmme. He began
workng atthe petrolstaton whik he waied to enmwlin the becalunversiy.

Aflter Khotke kfthi studes, he regitered on the Deparm ent of Labour’s database of
unemployed adults. He went back to the filling station and has been there since 2007,
eamig ughly R2 300 a month orR13 30 perhour.

Khotlke lves w ih his ather, a police sergeant, and m other, an ex-factory workerwho bst
her b when the factory cbsed severalyears ago, and two sblngs i1 BotshabeDb.

Yethe has notgiven up hope ofpursung furtherstudes.He i cunently rrgistered w ih
D Academy nh Pretora ora two-yeardistance education course 1 m arketing and w ih
the Universiy ofthe W iwatersrand fora shortcourse n socikltheory.

Khotle would like to start a catering business but lacks the finances, knowledge and
skills to do so.He has notrecewved any ttaihinng 1 enttepreneurshp and does notknow
how t© draw up a busiess phn.Khotk rem ains hopefulthatsom e form ofgovemm ent
assistance w illbe forthcom ng.
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CHAPTER 7. POLICY DEVELOPMENT AND COHERENCE

PresidentdG Zum a, Presidency BudgetVote Debate, 24 June 2009

The Econom I Devebpm entporfolo w illhave a sttong dom estic focus and w flladdress, am ongstothers,
m atters ofm acro and m r-econom  devebpm entphnnig.

htoductbn

A centralpumose of the new Depanrm ent i t focus on both policy develpm ent and
the ntegrmtion of govemm ent actions that affect econom & devebpm ent. This Chapter
descrbes a num berof activites that hvolre eitherpolicy develbpm ent or coordiation
T which the M nistry orDeparm entwere active. Som e activites are descrbed n other
pans ofthis Report.

The folbwhg thiteen worksttream s address the comm im ents at Cabiet kvel, is
comm ttees and clisters, and 1 Presidentil Councik; polcy work underaken on
enewyy, the exchange rate, com petiton polcy, the sochaleconom y, the green econom y
and finance for industrial development (including the development bond); and drawing in
extemaleconom I« expertse.

W otkstream 1:Cabmhetand is comm iees

Both M nister Patel and Deputy M nister MahbnguNkabihde serwe on Cabhet
Comm itees thatm eet formightly to process the work ofgovemm entand M nhisterPatel
s amemberofCabnet.

The Depanm entprovided hfom aton t the M histerand Deputy M histeras required on
m atters com g before Cabnet.

M nisterPatelattended a tmlofl5 m eetings ofCabiet, two CabnetM akgoth and 33
meetings of Cabinet Committees during the financial year. Deputy Minister Mahlangu-
Nkabide attended two m eetihgs of Cabhetby nviaton, wo CabnhetM akgoth and a
further 15 meetings of Cabinet Committees during the financial year.

Workstream 2: Inter Ministerial Committees (IMC)

Cabmnet has establshed varbus sub-stmictures n orxder to ensure that work between
deparm ents s effectively coordmnated and ntegmated.

Durng the perbd underreview, the M hiistry took part h m eetings ofthe hterM nisterial
Committees (IMCs) on

e Enery
e the future of the Pebble Bed Modular Reactor (PBMR)
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e Bmwadband polcy
e Aerospace
e Antpovery stategy.

The resuls of M C woik i fed through the Cabhetprocess.

W orkstream 3:Clisterwork I govemm ent

The M nitry particpated 1 the M nsteralC usters ncliding the Econom i Sectors and
Em pbym ent C uister, hfimsttucture Cluster and htematonal Coopemtion, Trade and
Securty C luster.

EDD coordiated the Econom I Sectors and Em pbym ent FO SAD C lustertogetherw ih
the dti from May 2009 until September 2009, when the Cluster leadership configurations
were finalised and the Department of Rural Development and Land Reform was appointed
to chai the cluster. M nister Patels adviser, NeilCokm an, participated nn the FO SAD
DG forum during 2009 and the Director-General, Professor Levin, did so during 2010.

W orkstream 4 :PresyentialCouncik and bodes

The M fnisterserves on three Counciks chaied by the PresidentorD eputy President, that
dealw ih polcy issues.

The Deparm ent and M histry provide suppoit and assistance t© the M nister i the
perfom ance of these public duties 1 orer o contrbute © htegmted govemance on
econom i devebpm entm atters. The entites are the
e Broad-Based Black Economic Empowerment (BBBEE) Council chaired by the
Presient, whose hauguralm eetihg was held on 4 Febrary 2010
e Human Resource Development (HRD) Council chaired by the Deputy President,
whose hauguralm eetihg was held on 30 M arch 2010
e NatbnalEnewy Advisory Councilchaied by the Deputy President.

W orkstream 5:The new grow th path

EDD ‘sm ahn polcy work has been gearrd to the devebpm entofa new grow th path, and
detaiks ofthatwork are setoutn Chapter4.

T additon, work conducted usihg extemalexpertdse are alko setouth Chapter3,which
deais the Polcy Phtom s convened by the Deparm ent, am ong others on icom e
hequalty, mural devebpm ent and the gbbal econom i crisis. These detmils are not
repeated here.

W orkstream 6:Energy and econom I develbpm ent

During the second half of 2009, the National Energy Regulator of South Africa (NERSA)
received Eskom ‘s Revenue Applcatbn requesting an average price ncrease of 45%
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overthe perbd 2010/11 to 2012 /13 .Atthe sam e tin e, the D epartm entofEnergy worked
on an Integrated Resource Plan on electricity (IRP).

The Depanm ent has undertaken research on the econom & inpact of energy prices
and shared thi wihih govemm ent through the M C on Energy. The research coverad
am ong others, an exam naton of the fActrs underlying Eskom ‘s costihg m odelas well
as the in pactofthe proposed price nicrease on em pbym ent, com petiiveness, hdustral
sectors, hige energy users and the economy as a whok.

The work ofthe D epartm entcontrbuted to both the R P and the discussion on ekctricty
s .

W orkstream 7:Evaliatihg the i pactofthe exchange mte on econom i deve bpm ent

One of the early chalknges faced by EDD was the inpact of the exchange mte on
com petitveness. EDD undertook researxch and held policy discussins on the inpact
of the exchange rate on the economy, specifically examining how the competitiveness
and vobtlty of the exchange rate affected the rraleconom y and pbs and the range of
responses ntemationally to exchange rate appreciton.

The work included discussions with social partners, international economic and financial
agences and bcaland htemationalresearchers.

By the time this Report was finalised, there was broad consensus that the local currency
needs to be both m ore com petitive and stabk.

W orkstream 8:Prom otion ofthe socihleconomy

The D eparm enthghlghted the potentalofthe socialeconom y i prom othg em pbym ent,
drmaw g on bcaland htematinal experience. The work underaken nclided a mapr
polcy nputto an African Conference on Coopemtves and the Socialeconomy, nial
w otk on the probkm s ofcooperatives h South A frica and the devebpm entofa workphn
to prom ote the sockleconomy.

Minister Patel addressed the ILO Cooperatives/ Social Economy Conference, sub-
titled ‘The SocklEconomy — Africa’s Response to the G bbalCrisis”, which was held n
Johannesburg n O ctober2009. The M histerndicated thatthe socialeconom y can be a
kading orce orm odemisihg econom s and expandig econom i deve bpm entprovided
that is expansin i partofa m orr coherrntdevebpm entphn.Rumlcooperatives are
an essential element of many African economies. He tabled eight steps for the ILO to
consider n orderto actively prom ote the socialeconom vy.
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Eght steps to strengthen the socil economy and cooperatives: proposals made to the ILO
Conference

1. RaXkeawarenessaboutthe size and in portance ofthe socialeconom y and m easure totalem pbym ent,
output, econom I valie-add, antipoverty In pactand contrbuton to decrrasig hcom e hequalies.

2. Provile betterand m o techniralserices to the socihleconom y, hclidhg tahihg 1 bushess skills
and the diectprovisbn ofpookd serwites.

3. Build more linkages between different parts of the social economy, between financial institutions,
m anufacturng enterprises and distrbutbon coopemtives butako wihin suppl<chans.

4. Secur betterpublic-sector support orthe socileconom y.

5. G bbalse the socikleconom ybym or activel sharng resources, m arketknow -how access, supplers,
technicalcapacikes, technobgis and polcy hnovatons across natbnalboundares.

6. Stengthen the comm im entt® sociklvalies and posiire socklouttom es.
7. Brand and m arketthe socihleconom y's products m ore effectively.

8. VEw the econom i crisi as an opportuniy and a m andate t buid the socialeconomy.

These steps informed the 2010 International Labour Conference (ILC) resolution
concerning employment. In particular, the resolution advocates strengthening the ILC’s
work on coopemtives and sochleconomy as In porantareas of em pbym ent creaton.
Furthem ore, these steps nfom the deas shapig the agenda of the upcom g Bunch
of the ILO Interregional Academy on Social and Solidarity Economy and the 274 A frican
DecentW ork Sym posim .

Deputy Minister Mahlangu-Nkabinde met with officials from the dti and prepared
a docum ent on coopemtives setthg out areas of concem. The 1984 kgihton on
cooperatives has notbeen repeakd, which has m eant that cooperatives opemate under
two different rgubhtory regin es. Therr wer 21 000 coopemrmties registerrd on the
CIPRO database but only 2600 could be verified and accounted for. There was also a
bck ofinfom ation on cooperatives’contrbution t the GD P.The registtar's accountability
was not clear, while her or his powers should be amended to include conflict resolution,
enforcem ent and nspecton. Further, the Deputy M hister obsewed that therr wer
no provickalregistars, the Act 5 sikent on recourse Ornon-com plance and serwite
proviers are notaccredied.

The proposed new growth path contains a specific pillar on the social economy.

W orkstream 9:Strengthening com petiton polcy

EDD hasworked actively on com petiton polcy during the perbd underreviw ,draw g on
the resources ofthe Com petiton Comm ission.The ChifEconom istofthe Comm isson,
DrSinon Robers, was seconded to the D eparm ent for som e m onths t© assistw ih the
devebpm entofpolickes thataddressed key consttants 1 the econom y.

On 3 September2009, the M nisteraddmessed dekgates from the heads of com petiton
authoriies fiom the Common M arket or East and Southem Africa, M albw i, M aurtus,
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Nam ba, Tanzan®i, the Unied Kihgdom , Zamba and Zin babwe, representatves fiom
Southem A fiican D eve bpm entC om m uniy, the Unied N atbns C onference on Trade and
Development and government officials on the occasion of the Competition Authorities’
Ten YearAnniversary.

I this address, M hister Patel rcaled that h 1994 the hrgest PHur congbm emtes
1 the economy controlked entities that accounted for 76 5% of the capialisaton of
the Johannesburg Stock Exchange. The hrgest congbmerte, the Angb-Am erican
Compomration,accounted ©r43 3% ofthe stock exchange'’s capialisation abne.'Rewards
depended not on effort or entrepreneurship but on corporate influence and power built
up over tine,” he said. ‘The devebpm ent outcom es tumed on the decisions ofa few
comporations.This was nota healhy siuation and had © change

Minister Patel said the imposition of conditionalities (for example, explicitly protecting
employment) on mergers, the selection of economic and commercial activities that the
com petion authoriies hvestgate, and greater coordnaton w ih otheragences, would
alow them t© give m ore weghtand considermtion ®© public hterestconcems as wellas
the em pbym ent in pactofproposed transactions.

M misterEbrahin Patel, Com petition Authorites’ Tenth Anniversary, 3 Septem ber2009

E flective dynam © rivaly & about com petihg on conthuousl in proving product and sewice offerings.
M anagers m ustwork hard ortherrrewards, hclidhg addressig the tahihg and technobgy needs ofthe
workphce. W orkers m usttake advantage ofthe opportuniies forup-skillng, and be active partcipants n
kg bushess oward n deliverng qualty products and sewxte.

By comparison, anti-competitive conduct undermines this, seeking profits from narrow and backward-
boking strategis based on nheried posibns ofm arketpower. Such conductulin ately in ples bwer
Evel ofoutput, nvestm entand em pbym ent.

The com petiton authories have an in porantwk t phy to fosterthe dynam i com petidveness thatwe
seek. Butthey can and attin es do m ore than onl prom ote com petiton i the expectaton thatths w illbe
sufficient to result in employment benefits.

W orkstream 10:The green econom y and econom i develbpm ent

EDD ‘s woxk on the green econom y focused on dentfynhg new hdustralopporuniies n
the green econom y and estim atihg the em pbym entpotentialof the gen economy n
South Africa.

This requied a revew of green economy measures and successes I a number of |

countres.

W ih risihg pressure foreconom i r=covery from the r=cessin © be sustahablk, EDD
alo worked o advance the green ain s agreed © by the sochlparners i the Fram ew ork
forSouth Africa’s Response o the htematibnalkconom i C risis.

The Deparm ent’s research on the grwren economy has focused on assessihg the
green goods and serwies sectors w th attenton t© ther pb crration and bcalndustrial
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devebpm entpotental The D C s study nto the potentalofgreen genemtion has yelded
exciing preln hary resuls.

W orkstream 11:Ushg devebpm entbonds t© drive hdustralisaton

EDD has identified the need to strengthen the industrial financing system in South Africa
1 orderto drive broad-based ndustralisation.

The work undertaken included discussions with the dti during the finalisation of the
Industrial Policy Action Plan (IPAP2), which considered the industrial financing model in
South A frica com pared t© other, m ore successiul ndustralisers such as Brazil

The Ministry held discussions with foreign investors and domestic institutions on financing
gaps. &k faciliated discussons that kd © the bunch on 14 Apridl 2010 ofa R2 billion
devebpm entbond by the DC, taken up fully by the Unem pbym ent hhsurance Fund, ©
prom ote em pbym entcreation n hdustry.

Workstream 12: Industrial Policy Action Plan (IPAP 2)

The dti led government’s work on the finalisation of an Industrial Policy Action Plan (IPAP
2). EDD played a supportive role: it contributed to the discussion of sectors, developed
proposals on procurement and highlighted the challenges of industrial financing. Both
the M nistry and the Deparm ent took part h a num ber of policy sessibns during 2009
that informed the final document, which was approved and released in February 2010.

Subsequent o is rrlkase, EDD and dd have worked together on inpkm entation of
specific areas of IPAP 2.

W orkstream 13:Dmw g 1 extemaleconom i expertise t strengthen govemm ent

EDD identified economic research and policy capacity in a number of places within and
outside the state, such as 1 research hsttutions, policy unis, govemm entdepanm ents
and entites as wellas universiks, com panks and trade unins.

The M hiter apponted an Econom & Devebpm ent Advisory Panel to advise the
Depanm enton econom i m atters affecting South A frica’s devebpm entand the creation
ofdecentwork as wellas © hel tidentfy in portant htematonal, rrgbnaland natbnal
trends.The M hhterannounced the m em bers ofthe Paneln his BudgetVote speech on
23 Marxch 2010.By 1 Juk 2010, the m em bers were
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M rGookm Balin
Standard Bank G wup: ChefEconom it

Goolkm Balin has been the Gmup Chef Econom &t at Standaxd Bank, whith &
headquartered h South Africa, shhice 2004 .Ballim heads a research team thatfocuses
on analsihg m acmweconom T polcy, m arkets and poliicaleconom y sues n Africa
and kadihg em erxghg econom Es.

Dr.Johan van Zyl

Presilentand CEO ofToyota South A frica

Dr.Johan van Zyl¥ a bushess econom stby traiiihg and pied Toyota South Africa
111993 as a D rector. Th January 2002, he was prom oted to the posiion of Prestent
and Chief Operating Officer. He became President and CEO of Toyota SA Motors in
August2002.

ProfessorEvance Kalikh

DeputyDean,UCT

Professor Evance Kalula is the director of the Institute of Development and Labour
Law and deputy dean in the Faculty of Law at the University of Cape Town. He chairs
the South African Em pbym entCondions Comm Esbn, a satutory body responsb ke
orsetting sectoralcondibns ofem pbym entand wages and & the PresidentE kctof
the International Industrial Relations Association (IIRA).

DrO live Shisana
CEO: Human Sciences Research Council (HSRC)

DrO Ive Shisana B the CEO ofthe South Afircan Hum an Scences R esearch Counci,
the country’s prem £r publc socihl scknce research hsthute. She has sewed 1
govemm entand htematbnalomaniatons and chais the M niteralAdviory Panel
on NatbnalHealh hisurance.

M rG eoffirey Q hena
CEQ: Industrial Development Corporation (IDC)

Geoffrey Qhena is the CEO of the Industrial Development Corporation (IDC), the
leading development finance institution in South Africa.
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DrM thaelPower
Stategst: hvestec
M rthael Power phed hvestec Asset M anagement as a Stategst h Decem ber

2002 . He has extensive htematonalbankihg experence spannig A frica, the M ddEe
Eastand Europe.

DrSinon Robenrs

Ch¥fEconom ist: C om petiton Com m Bsion

Sinon Roberts pihed the Competiton Comm sbn of South Africa ih Novem ber
2006 as ChefEconom stand M anager of the Polcy & Research Dvikbn.He & a
fom erVisiing Assochte Professor, SchoolofE conom i and Busihess Scences, and
Honorary Associate Professor, School of Law, at the University of the Witwatersrand.

ProfessorJoseph S tgliz
Econom s Professor: Colim ba Unversiy

Professor Joseph Stiglitz is a recipient of the Nobel Prize in Economic Sciences (2001).

He & ako the orm erSenbrVie Presidentand ChefEconom stofthe W ord Bank.

DrNeva M akgeth

Dr.Neva M akgeth pied the advisory panelwhen she was Ekad econom st 1 the
devebpm entphnning divisbn ofthe Devebpm entBank of Southem A frica . She has
sihice becom e a deputy diectorgenemlatEDD .

ProfessorHarmon Bhomt
ProfessorofEconom s, Un¥ersty ofCape Town

DrBhomt & professor of Econom s at UCT and the D ector of the Devebpm ent
Policy Research Unit (DPRU). In 2009 Haroon Bhorat has been awarded a Tier 1
Research Chair under the NRF: South African Research Chairs Initiative (SARCHI).
Specifically, it is a Chair within the theme of Economic Growth, Poverty and Inequality.
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SBONGILE MCHUNU, FACTORY WORKER, KWAZULU-NATAL

At4 30 am each day, Sbongike M chunu rises to go to woik w ith hertwo adulkchidmen at
a textde factory h KwazZuli Natal They travelby bus fiom Ntuzum a to M obeniand retum
after 6 pm .M chunu i nearly 60 and herchidren are n their30s, butwhike she has a
pem anent b, they sufler the uncertanty of tem porary em pbym ent.

M chunu’s chidren did notphn to folow 1 therm other’s ootsteps.Herdaughterstudid
nursihg aflerm atric buther school, which was unlcensed, shutdown.A flierhighschool,
her son studied motor mechanical engineering. He left school to find a job.

Now, the three fam iy m em bers work at Fram e M anchesterM anufacturers, a com pany
thatm akes bed Inen or sak n bmge rtailchans. Sbongie M chunu, who has been
workig as a machhistfor30 years, phed Frame 1 1995.

M chunu eams R677 perweek before deductons, kaving herw th R400 aflerprovident
fund contrbutions and otherpaym ents. She used to be a shgk brreadw nner, supportng
her wo chidren and three gmndchidren. Now her nncome is suppkm ented by her
daughter’'s weekly wages ofR511 and herson'’s pay ofR426.

The fam iy wekom es the extra nmcome but are unceran that i will Bst: M chunu'’s
chidren are partofthe group oftem pomry em pbyees thatthe factory empbys.h 2007,
the com pany empbyed 336 fulltin e workers but retrenchm ents n a poor bushess
environment took this figure down to 140. When orders began to improve in late 2009,
the com pany hied 300 workers on a tem pomary basi.

I this challengig envionm ent, M chunu says she woul lke to establish herown sew g
busiess. She hopes t will n prove her own hcome and crate Pb opporuniies for
unem pbyed wom en.
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CHAPTER 8. INTERNATIONAL WORK

M mnisterPate], Presidency BudgetVote Debate, 24 June 2009

The pastthree decades have seen a deep htegraton ofeconom s across the gbbe.Thi ntegmtbn, al
though notaivays on ourown tem s, has profoundl changed ourworld.W thi this new word there have
been deep chalenges: chalenges aboutthe outcom es of htegraton, about the unequalpowerrhtons
and aboutpolcy fram eworks. However, there have alko been opportuniks for econom & devebpm ent
and to prom ote htematbnalco-operaton.

htoducton

Durng the perbd under revew, the Depanrm ent’s work on hitematonalm aters hrgely
focused on policy deve bpm ent, partculrly on reginaleconom i ntegmton . h addibon,
bibteral m eethgs wer held wih M nisterial counterparts on bibhttml vieis to SA,
am bassadors from a num berofcountries and epresentatives of htemationaleconom i
hstiutons and organisatons. The M hister Bunched the Em pbym ent Creation Fund
durhg the European Unbn/South African bibteral Summ . The M histry was present
at wo sessbns of the W ord Econom & Forum atwhich discussbns were held wih
counterparts, international investors and policy experts. This Chapter briefly describes
the main activities, in the following five workstreams.

W otkstream 1:Bibteralm eetings wih M histeralcountermparts

Chma:A key engagem ent ih the perbd underrevew nhvolred the Peopk’s Republic of
Chha.On 29 May 2009, the M nisterm etwih a Chhese dekgaton kd by M r. J&ang
Yaopihg,the Vice M nisterofChna’sM niistry ofC om m erce .The pumpose ofthe dekgaton
was o prom ote trade, nvestm entand econom i rehtons wih South Africa, m eetw ih
South A frican govemm entcounterpanrs and © attend a bibtemltade mum .The M hister
mised concems regardig the stucture, com posiion and balbnce of ttade between
Chia and South Africa. This m atterwas furtherpursued n engagem ents w ih Chiese
policy-m akers overthe course ofthe year, ncliding atthe W ord Econom & Forum and i
presentations on A frica/Chia sttategic parnerships atacadem i nstiutions. This work,
together with inputs from the dti, contributed significantly to the content of the Strategic
Parnershp Fram ew oxk sgned between the two countres during the sate vistthattook
place in the new financial year.

Austmla: M hister Patel and M hister Davis met wih the Austalan Trmde M hister
Sinon Crran on 5 Febmary 2010 to exchange experiences, consider the inpact of
skills strategiEs on econom i devebpm ent and considerways to sttengthen econom i©
cooperatn.

Hungary: M hister Patel met wih the Hungarin State Secrtry for Econom o
Devebpm ent Zolan M ester;, and a senbrHungaran dekgation on 26 Novem ber2009
where he spned an Econom & Coopermton Agrem ent with Hungary. M eetings took
phce between bushess representatives of both countres 1 thi perbd where further
hvestm entbetween the two countries was encouraged.
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W orkstream 2:D iscussins w ih oren govemm entrepresentatives

UniedArmb Em Iates UAE):The M histerm etw ih the representative ofthe govemm ent
ofthe UAE on 12 Maxh 2010. Ih thatm onth, a South A frican busihess dekgaton went
to the UAE to conducta ttade sem nhar. Th his keynote m essage to the sem har, M hister
Patelbegan t© ky the foundations forthe DC t© pky an actve ok 1 expandihg agro-
processig and green econom y ndustres i South Africa h cooperation w ih the UAE.
He invited development finance institutions from the UAE to partner with the IDC in order
to hel ralise the ndustralisation goals ofboth countries. The trp also paved the way
orthe M nister’'s subsequentvisitto his counterpartn the UAE .

Kora and Malhysha: Deputy M hister Mahbngu-Nkabide held bibttrml wih the
em bassis of Kora and Mahysia and discussed SMME devebpment wih them o
partculr, draw g on the kssons oftheirsuccessfulstrategEs.

O thercountres: The Deputy M histeraddressed hdependence Day cekbmtions of the
Republics of Irbnd and Trnidad and Tobago and engaged w ih the Turkish Busiess
Form . The Deputy M nister held a bibhteral engagem ent wih the Em bassy of Peru
and m eetihgs w ih the em bassks of Sbvaka, Japan and Ial t© strengthen rehtons
between South Africa and those countres. The M nister m et wih Am bassadors and
senbrdpbm ats representihg Chia, Ial, the Unied Kihgdom and Egypt.

W orkstream 3:Engagem ents w ith m ulibtermlorganisations

Durhg the perbd under revew, meethgs werre held wih a number of mulbdbteral
Tstiutions and w ih private ntemationalom™anisatons:

htematonalM onetary Fund M F): three m eetihgs were held w ih the M F, one ofwhich
was partofan Artck V consulaton.On 3 November2009, the M histermetwih M s.
Antonette Sayeh, D rector: African Deparm ent, M r. Abebe Sekssk, Divisbn Chef
African Deparm ent, and M r. Afiedo Cuevas, Senbr Resident Representative : South
Africa.On 7 December2009, he metwih:M r.Abebe Sehbsske,D visbn Chif M issbn
Ch#f,M rnRodneyR am charan,SendrEconom t,M s.BurcuAydn,Econom 8t M r.Zain
Zhan, Econom istand M r.A lfredo Cuevas, SenbrR esidentR epresentative, South A frica .
On 9 Marh 2010, M histerPatelm etw ih the head ofthe M F, M rDom nnigque Stauss-
Kahn to discuss the gbbaleconom & siuaton and is in pacton dom estic econom Es.

UNDP :The M sty m etw ith a dekegation fiom the UNDP Ed by D r.Agostihho Zacarias,
the UNDP Country Head and Head of the UN System s -n South Africa, on 6 January
2010.Dr. Zacarhs hdicated that the UNDP was eager to parner wih the Econom io
Devebpm entD epanm entas partof is strategy thatseeks to delvergreatercoherence,
algnm ent and valie addion to is engagem ents wih m ddk-nhcom e countres such
as South Africa.EDD ‘s hteractons w ih the UNDP have focused on support 1 polcy,
researchandm odelling.They bid thebasi oram eetihgw ith thenew UND PAdm histrator,
Ms Helen Clarke in the following financial year.
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W orld Bank: The M nisterm et wih the W orld Bank durhg the perbd covered i this
report, hiclidig w ih the Africa Regibn ChefEconom ist, Shantayanan Devamfan.

htematbnallabourO aniation (ILO ):M eetihgs were held wih IL.O r=presentatves i
South A frica and Sw izerbnd.These ncluded a m eetihg w ih the D rectorG enermlofthe
ILO, Mr Juan Somavia, as well as meetings with local officials and visiting delegations.

W orld Econom  Fomum : M hhister Patel atended W orld Econom & Forum m eetihgs 1
Cape Town, South Afiica ih June 2009 and Davos, Swizerhnd 1 January 2010.He
partcipated am ong others n sessions thataddressed:

e Drvers ofCom petitveness

e Expbring Chha’sNew Sik Road

e CekbmthgAfrica’s Cham pbns

e Bushess Solitons to RumlPoverty

e RethihkihgAfrica’s G rowth Stategy

e SouthAfrica 2010 andbeyond -South A frica s dom estic prorites and is contrbution
to the gbbalagenda

e Creating Pbs and sttrengthenig sochlwelare

e A bmhstom g sessbn entitled ‘The G bbalAgenda:The ViEw fiom Davos”

e New modelk ofcolbboration forkconom it Devebpm ent.

O ther: h addion to the above, the Deparm entand M nistry engaged reprsen@tives
of gbbal asset m anagem ent com pankts, regn nhvestors and gbbal tade unbn
represent@atives.These nclided a US dekgation ofunin and com m uniy representatives
kd by actorand activistD anny G bverw here the possibility oftapping nto US w=trem ent
funds fora future devebpm entbond was expbred.

W orkstream 4 :Launch ofEm pbym entCmweation Fund atSA-EU Summ I, 11 Septem ber
2009

The M histers of Econom it Devebpment and Trade and hdustry kbunched the
EmpbymentCreaton Fund on 11 September2009 atthe SA-EU Summ it. The fund &
an agreem ententered nto by the Econom i C ister ESEC ) and European Comm issbn
to the valie 0£€100 m illon and the Depanm ent or htematibnalDevebpm ent OFD)
to the value of £18 million, for a period of three years. The specific purpose of the Fund
I t© assistthe Econom i C lister deparm ents o delveron their Program m e ofActon
(PoA). The fund ain s o contrbute twards the craton of more qualty pbs for the
econom Ially m arghalised, a m o enablng bushess envionm ent, hcreased capaciy
and skills devebpm ent 1 the productive sectors ofthe econom y.

Subsequently, EDD convened a m eeting ofsocilparners and =presentatves ofthe EU
and UK t briefsocihlparmers on the Fund.
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W orkstream 5:Devebpm entofpolicy

The Deparm entdevebped a work and research progmmm e on trade and nvestm ent.
Thi hclided an exam haton ofthe sttucture oftrade w ih Chia and w ih the restofthe
A frican conthent.

The M nhistry participated 1 the hterM nisteralComm itee on Trade.

The m anh hsghts 1 this policy area arr beig ncowporated i the detaikd woik of the
new grow th path.
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CHAPTER 9. STAKEHOLDER ENGAGEMENT AND COMMUNITY
OUTREACH

Deputy Minister Mahlangu-Nkabinde, Foreward, EDD Strategic Plan 2010/11 — 2012/13

A constant dialogue between business, labour, community, government and in particular the Economic
Development Department is to be encouraged in order to create a foundation that will address our
current economic development gap.

Introduction

The Minister, Deputy Minister and the Department held engagements with business and
labour groupings, met with individual businesses, addressed functions and received
delegations. There were also formal engagements between EDD and organised civil
society groupings as well as local communities. Previous sections of this Report contain
details of some of these engagements, such as the meetings of the Leadership Team on
the economic crisis, the discussions at the policy platforms and meetings with provincial
business and labour groupings which were part of provincial Summits. This Chapter
contains details of additional meetings and discussions.

Engagements

Minister Patel addressed Business Unity South Africa (BUSA) on 13 August 2009. The
Minister’s address dealt with the recession, the country’s future after the recession and
the importance of social dialogue. He said that the downturn was not a single-quarter dip
but a sustained contraction of the economy and particularly of the manufacturing sector.
Industrial output declined to 2004 levels, he said, and sales had dropped 6.7% in one
year. The Minister also outlined the measures contained in the Framework agreement.

Minister Ebrahim Patel, Some characteristics of the Developmental State, Address to BUSA, 13
August 2009

1. The relationship between the state and the market is renegotiated so that markets serve national
development needs

2. It recognises the value of a strategic, longer-term vision
3. Implementation is effective

4. Goals are well-defined

5. Resource allocation is focused

6. Monitoring and evaluation are integral to its performance

7. ltis a learning state that develops a meaningful feedback loop and adjusts its actions in the light
of experience
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Minister Patel met with, or addressed meetings of, inter alia, SETAs, clothing employers,
Parmalat, the Frame Group, SASOL, Business Leadership SA executives, Toyota,
Namaqua Sands, the Saldanha municipality as well as business and labour in the area,
the Olifantsrivier Black Economic Empowerment Forum, bargaining councils, Cosatu,
Fedusa, Sactwu, various youth organisations and the National Youth Development
Agency, the labour constituency at Nedlac, the Progressive Business Forum, Sekunjalo,
Xtrata, Goldman Sachs, NAACAM, Cevian Capital, Morgan Stanley and Capital World
Investors.

Deputy Minister Mahlangu-Nkabinde engaged with several business representatives
and associations. The Deputy Minister met with SASOL on their cooperative model
and addressed the Peermont Group and Nestlé SA. Various businesses and business
organisations approached the Deputy Minister to establish partnerships, including
Vitaliterre Airport City: Africa, NAFCOC, the Syringa Institute (green economy), Babelegi
Industrial (manufacturing), Sibiya Trailers (manufacturing) and African Power Solutions
(renewable energy).

Deputy Minister Mahlangu-Nkabinde engaged with government departments on behalf
of the Hammanskraal community on matters of anti-drug campaigns, ICT connectivity
in schools, infrastructure, criminality at the Hammanskraal Magistrate’s Court and land
claims.

The Deputy Minister engaged the embassies of 12 countries, enlisting support for
the Tshwaraganang Orphanage. The embassies included amongst others, Brazil,
Slovakia, Italy, Mexico and Japan. GijimaAst donated ablution facilities for the aged in
Hammanskraal.

The Deputy Minister met with several organisations working closely with Hammanskraal
community members, such as the National Youth Development Agency, a number of
churches and the SA National Civics Organisation. She also engaged the Tribal Council
of Matjaneng and addressed the community at Hammanskraal on 16 Days of Activism.
The Deputy Minister met with members of the Universities of Pretoria, Stellenbosch and
Limpopo. Thirty-five students from Ga-Rankuwa gained admission to the University of
Stellenbosch as a result of the Department’s engagement with that university. Limpopo
University was engaged to assist the surrounding schools with Mathematics and Science
tuition.

On 13 March 2010, Ministers Patel and Davies visited Atlantis in the Western Cape in
response to signals of industrial decline there. They visited the Tedelex factory and later
addressed a meeting of business and labour in the area. The visit led to the revival of
the Atlantis Development Task Team, which draws on organised labour, community and
business constituencies. EDD also engaged with development finance institutions to
ascertain how they could provide support to the community.

President Zuma launched the Presidential Hotline on 7 October 2009 after committing to
greater responsiveness and efficiency by government departments, municipalities and
agencies. In the reporting period, 17 hotline calls were referred to EDD for resolution.
Many of these related to other government departments, municipalities or agencies and
callers were referred to the appropriate institution while in other cases, EDD stepped in
to resolve the problems directly.
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CHAPTER 10. FINANCIAL MANAGEMENT

As an entirely new department formed after the 2009 elections, there was no budget in
place for EDD in May 2009 and the dti established a division within their financial systems
for EDD. EDD was allocated a budget of R29 million for the remainder of the financial year
and the dti was reimbursed for the expenditure it had already incurred. It was agreed with
National Treasury that the dti Director General would be the Accounting Officer for EDD’s
funds for the 2009/10 financial year. All aspects of financial management were coordinated
by the Office of the CFO in the dti. EDD expended R16,654 million in the establishment
phase.

EDD’s transactions are reflected in the dti's Annual Financial Statements. Below is a
summary of the management accounts for EDD for 2009/10.

Management Accounts for EDD for 2009/10

Adjusted | Expenditure and variance 2009/10

Budget %
|_Economic classification 2009/10 Budget | Expenditure | Variance | Variance |

R’000 R’000 R’000 R’000
|_Compensation of emplovees 12,644 12,644 7.865 4779 37.79%

Goods and services 10,355 10,355 6.349 4.006 38.69%

|_Capital assets 6.001 6.001 2.439 3,562 59.35%
_'Lq_tgl 29.000 29.000 16,654 12,346 42.57%

Note to management accounts:

In addition to expenditure of R16.654 million incurred and paid for during the 2009/10
financial year, commitments were made for expenditure on capital assets amounting to
R1.107 million. The total of expenditure and commitments for 2009/10 was R17.761 million
or 61.24% of the adjusted budget allocation.

Commitments represent goods or services that have been ordered, but not delivered
and paid for at the reporting date. This amount of R1.107 million is not recognised in the
statement of financial position as a liability or as expenditure for 2009/10 because the
annual financial statements are prepared on a cash basis of accounting, but are however
included as part of the disclosure notes.
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Our thanks to Minister Rob Davies and his team for the support rendered to EDD and to the leadership
of business, labour and community organisations for their cooperation on the implementation of
anti-recession measures.

Our contact details are ministry@economic.gov.za or 012 394 1006
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