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New Government

+ 1994 — new challenges

* New constitution — changed structure and distribution of power
— implications for way that public finances will be allocated

* New government — critical commitment to improving the quality
and coverage of public finances

* New government did not inherit a clean slate
— '92/93 fiscal year — budget net borrowing requirement = 8.7% GDP
— ’94/95 Public debt rose to more than 47% GDP, up from 30% ten years earlier
— Little fiscal space to improve equitable delivery of services

* The budget tools and system were inadequate to stabilise
fiscal balances and manage required policy shifts
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Reasons for introducing the MTEF

 Prior to the introduction of the MTEF and the programme
budgeting approach:

— There was little political oversight over budgeting
— No transparency about the budget process

— Poor information systems, inadequate to inform the
budget process

— Hidden spending

— Lack of accountability by public sector managers
— Lack of macroeconomic and fiscal sustainability
— Spending not aligned across departments

— Resources not appropriately allocated to priorities
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What existed in the 1990s

+ Departments had to get treasury approval for certain expenditures
even if they were on budget

Budget had two dimensions — programmes and standard items
— Standard item classification had little economic meaning
— Budgeting was based on line items

» There were no purpose descriptions, objectives or indicators for
programmes

* There was only incremental one year budgeting
* No pre-budget policy statement
Provincial budgets were made by national departments

— There was no provincial equitable share and conditional
allocations

Officials, not politicians, had a greater influence in making
allocations to departments

« Centralised state tender board existed
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Achievements of these reforms

— political oversight is enhanced and focus is on key policy priorities

— 1 central budget process, starting from allocation of division of revenue
— enhance consultation and cooperation with stakeholders
— multi year budgeting, with 3 year framework

— top-down budgeting discipline

— budget stability and predictability for departments

— reprioritisation over time

— transparency

— value for the money spent

— planning, budgeting, reporting and policy are aligned AT
PROGRAMME LEVEL to get better service delivery within budget

— information used strategically to improve public policy development,
funding choices and enable accountability, across budgeting dimensions
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Budget Reforms in South Africa
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The Value for Money Agenda

*  PFMA implementation plans included performance management

» PFMA gave departments responsibility to spend within approved
budgets and against policy/performance commitments

+ PFMA requires measurable objectives by programme

* VFM is arguably the hardest thing to achieve through the budget
* NT has no direct say in how a department spends its money or how
services are delivered, and cannot impose sanctions for poor spending
« Our philosophy has been that if we force departments to report on
performance alongside spending, then parliament, the public, the media
can play a role in improving the quality of spending
— It's all about accountability, which is not a financial management issue but a
political issue
+ Many budget reforms deal with reporting on performance in some way
— Parliament not always equipped to deal with these reports
» The value for money agenda is an area where we have made progress,
this is the area where the Treasury spends most of its resources and is
the area of major focus in budget reform agenda
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Example: Policing

* Under line item budgeting, the police budget be:

Item Budget

Personnel Rxx billion
Vehicles Rxx billion
IT systems Rxx billion
Fuel Rxx million
Uniforms Rxx million
Firearms Rxx million

« With this type of budget, we cannot make sound decisions on priorities

+  We cannot increase training, because we don’t know how much we
spend on training

*  We cannot increase the number of detectives because we don’t have
the information

+ Similarly, we cannot move personnel from one area to another
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Example: Policing

* Under programme-based budgeting, we can see the main activities of the
police service

*  We can make sound decisions on priorities

Table 23.3 Vote expenditure estimates by programme and economic classification
Programmes

1. Mmmistraton

2 Vishle Policing

3. Delectie Senices

4 Crime higlligence

5. Profection and Securt Seniices

Programme Average Expenditure/ Average Expenditure/
growth fotal: growth total:
Revised rate Average rae Average
eatimate (%) (%) Medium-term expenditure estimate %) (%)

Rmillon W45 2H112- 201415 20166 2647 2018 201415 01718
Programme { 153140 f4% 07% 1B2842 171333 8147 58% ni%
Programme2 70438 7% 2% 350 411553 4173 80% 510%
Programme3 151330 §2% Hi% 158160 167162 T2 8% 0%
Programme4 18008 i4% 40% 3104 3388 35723 4% 4%
Programme5 11456 5% 2% 235 421 2652 1% 30%
Total 125072 4% 1000% 63714 808158 83727 60% 1000%
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Example: Policing

Programme based budgeting
* Also included standardised economic classifications

Average Expenditurel Average Expenditurel
growth total: growth total:
Revised rate Average rate Average
estimate ) (%) Medi iture esti (%) (4
R milion 2014/15 2011/12 - 2014/15 2015016 201617 2017/18 2014/15 - 2017/18
Economic classification
Current payments 687665 7% 942% 726044 769241 813761 58% 948%
Compensation of employees 54 449.0 8.8% 74.3% 578849 615491 652383 6.2% 75.7%
Goods and services. 143175 39% 19.9% 147196 15 375.0 16137.8 4.1% 19.2%
of which:
Computer services 27412 -6.2% 3.8% 2890.1 30455 31937 5.1% 38%
Contractors 11932 11.2% 1.6% 12017 1266.8 1331.7 37% 1.6%
Inventory: Fuel, oil and gas 2197.1 9.9% 3.5% 24626 25425 26544 6.5% 31%
Operating leases 23960 7.5% 33% 24629 25014 27190 4% 3%
Property payments 9246 1.0% 1.4% 991.6 1047.5 11043 6.1% 1.3%
Travel and subsistence 9714 12.2% 1.2% 864.7 901.3 942.7 -1.0% 1.2%
Transfers and subsidies 8520 19.7% 1.1% 9119 9192 966.0 43% 1.2%
Provinces and municipalties 34 97% - 370 37 04 65% -
Departmental agencies and accounts 1247 R8% 01% 1420 1494 1618 63% 02%
Norproft instutions 10 - - - - - -100.0% -
Households 6829 18.2% 0% 729 714 7637 38% 0%
Payments for capital assets 28888 1.3% 4% 28608 29723 40306 7% 0%
Buidings and other fxed structures %49 3% 2% 9987 10514 11039 39% 3%
Machinery and equipment 18985 25% 35% 18565 19153 29264 155% 27%
Biobgical assels 54 183.8% - 55 57 06 51.8% -
Total 725072 4% 100.0% 763770 808156 863727 60% 1000%
national treasury
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Policing performance Information

« Using various indicators in conjunction with financial
information, it is then only possible to assess
optimality of resource allocation

» Different levels of indicators are useful for different
purposes

» For our concerns the following indicators will be of
use: crime rates, cases to court, number of police
officers, number of officers having completed
specific training courses

* Optimal resource mix may differ from one
geographical area to another
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Policing performance Information

Table 23.1 Performance indicators by prog d related outcome

Y
Indicator Programme Qutcome Past Current Projections
201112 201213 201314 2014151 201516 0617 2018
Percentage of crime related hits Visible Policing
reactedio® as aresultofthe:
mavement contol ystem screening
of
- wanied persons 100% 100% 100% 100% 100% 100% 100%
(32805) (3435) {3159)
- crculated siolen orrobbed 100% 100% 100% 100% 100% 100% 100%
vehicles (13 226) (3331) {3926)
Percentage of medium o high risk Visible Policing 00% 100% 100% 100% 100% 100% 100%
incidents stabilised” in relation fo (140867 (157627 (16:107)
requesis recefved
Detection rate®for serious crimesper | Detechive Senices 4068% 3061% 3814% 41.00% 4105% H0me 41.10%
e Outcome 3.All people (875810) 851851 [834533) (858 405)
Perceniage of frial ready case Deteciive Senices | in South Aiica are 50T3% B842% 68.38%° 8850%° 6R00% B3.04% 80.08%
dockets™ forserious crimes peryear and feel safe (187781) (263971) (260747) (261 109)
Percentage of nal ready case Detecve Senices 4158% 6180% B440% B450% B5%° B504%2 85.09%
docketsfor crimesdependenton (62098) (115233) (138 141) 138279
police achion for detechion
Percentage of inal ready case Detechive Senices 50% 56.5% 4% 4% 53 53%H 3%
dockets for serious Gommerdid crime
related charges per year'!
Numberof netwark operafions™® Crime intelligence 49019 37188 ABuUE 3250722 T80t 8332 a2
conducted
Percentage of naional key pomnts Protechion and 9% %.2% 101% 100% 100% 100% 100%
evaluated in compliance with the ‘Security Semices [T1T5) (175182) {199t (19N (204) (204 (204
Naiional Key Poinis Act [1980)
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Performance Information Framework

+ Framework provides for:

— Structures, systems and processes required for
performance information

— Roles and responsibilities for performance information:
Departments, Presidency, National & Provincial
treasuries, Stats SA and Public Service and
Administration, among others

— Promoting accountability and transparency by providing
Parliament, with timely, accessible and accurate
performance information

— Standardising terminology on performance information
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Performance Information Framework Concepts

The developmental results of achieving
specific outcomes

1
Manage towards

achieving these
results

What we aim to change?

The medium-term results for specific
beneficiaries that are the consequence

of achieving specific outputs OUTCOMES

What we wish to achieve?

The final products, or goods and

services produced for delivery

OUTPUTS
What we produce or deliver?
The processes or actions that use a Plan, budget,
range of inputs to produce the desired implement and
outputs and ultimately outcomes ACTIVITIES monitor
What we do?

The resources that contribute to
the production and delivery of
outputs INPUTS

What we use to do the work?
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Performance indicator definitions

INDICATOR TITLE

Identifies the title and whether it is an outcome or output
indicator.

SHORT DEFINITION

Provides a brief explanation of what the indicator is, with
enough detail to give a general understanding of the
indicator.

PURPOSE/IMPORTANCE

Explains what the indicator is intended to show and why it
is important.

SOURCE/COLLECTION OF DATA

Describes where the information comes from and how it is
collected.

METHOD OF CALCULATION

Describes clearly how the indicator is calculated.

DATA LIMITATIONS

Identifies any limitations about the indicator data, including
factors that may be beyond the department’s control.
CALCULATION TYPE

Identifies whether the information is cumulative or
noncumulative.

REPORTING SCHEDULE

Identifies if an indicator is reported quarterly or annually
NEW INDICATOR

Identifies whether the indicator is new, has significantly
changed, or continues without change from the previous year.
DESIRED PERFORMANCE

Identifies whether actual performance that is higher or lower
than targeted performance is desirable (e.g., a disease rate
lower than targeted is desirable).

INDICATOR RESPONSIBILITY

Identified the individual/organisation responsible for the
definition, data analysis, interpretation and reporting in
connection with the indicator.

INDICATOR DATA ADMINISTRATOR

Identifies the individual/organisation responsible for ensuring
the data for the indicator is collected and assembled
according to the schedule defined.

INDICATOR ROLL-OUT DATE

Expected date for start of data collection for the indicator.
INDICATOR STANDARD

Identifies the standard level of performance
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Performance Information Assessment

Performance information:
* Reforms post 2005:

2007 Framework for Measuring Programme Performance Information
2009 Budget Programme Structure guidelines

2010 Strategic Plan and Annual Performance Planning guidelines
2009 Department of Performance Monitoring and Evaluation

* Success:

— Trial and formalised later

— Simple framework

— Comprehensive

— Strong central control

— Political support

— Ability to make it count
* Challenges:

— Quality of some data

, — Data availability limitations
V national treasury
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A New Functional Approach to Budgeting

* Give effect to closer cooperation and coordination among all public institutions
towards the attainment of 12 government outcomes

» Functional budgeting groups government activities according to broad policy
purpose or type of expenditure

» Functional budgeting enhances transparency and cooperation in the budget
process, as it spans across the different spheres of government

» Approach was linked to the International Monetary Fund’s classification of the
functions of government but has been modified for the South African context

» There were nine functional categories:

= Econo

mic affairs

= Education and skills development

= Health
= Social

services
protection

= Housing and community amenities

= Public

order and safety

= Defence
= General public services
= Recreation and culture

treasury
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Functional classification of national

departments* and related outcomes

o

Department(s)

Outcome(s)

Economic affairs

rnment C: and System [9], Public
Enterprises [11], Agriculture, Forestry and Fisheries [26], Economic
Development [28], Energy [29], Environmental Affairs [30],Mineral
Resources [32], Rural Development and Land Reform [33], Science
and Technology [34], Tourism [35], Trade and Industry [36],
Transport [37)

Outcome 4: Decent employment through inclusive economic growth
Outcome 5: A skilled and capable workforce to support an inclusive growth path

Outcome 6: An efficient, and economic network
Outcome 7: Vibrant, equitable and sustainable rural communities with food security for all
Outcome 10: Environmental assets and natural resources that are well protected and
continually enhanced

Housing and community

Human Settlements [31], Water Affairs [38]

Outcome 4: Decent employment through inclusive economic growth

amenities Outcome 7: Vibrant, equitable and sustainable rural communities with food security for all
Outcome 8: Sustainable human settlements and improved quality of household life
Outcome 9: A responsive, accountable, effective and efficient local government system

Education Basic Education [15], Higher Education and Training [17] Outcome 1: Improved quality of basic education
Outcome 5: A skilled and capable workforce to support an inclusive growth path

Health Health [16] Outcome 2: A long and healthy Iife for all South Africans

Social protection

Women, Children and People with Disabilties [8], Labour [18], Social
Development [19]

Recreation, culture and sport

‘Arts and Culture [14], Sport and Recreation South Africa [20]

Outcome 12: An efficient, effective and development orientated public service and an
empowered, fair and inclusive citizenship

Public order and safety

Correctional Services [21], Independent Complaints Directorate [23],
Justice and Constitutional Development [24], Police [25]

Outcome 3: Al people in South Africa are and feel safe
Outcome 11: Create a better South Africa and contribute to a better and safer Africa and World
Outcome 12: An efficient, effective and development orientated public service and an
empowered, fair and inclusive citizenship

Defence

Defence and Miltary Veterans [22]

Outcome 3: Al people in South Africa are and feel safe
Outcome 11: Create a better South Africa and contribute to a better and safer Africa and World

General public service

Presidency [1] , Parliament [2], Cooperative Governance and
Traditional Affairs [3], Home Affairs [4], International Relations and
Cooperation [5], Performance Monitoring and Evaluation [6], Public
Works [7], National Treasury [10], Public Service and Administration
[12], Statistics South Africa [13], Communications [27]

Outcome 9: A responsive, accountable, effective and efficient local government system
Outcome 11: Create a better South Africa and contribute to a better and safer Africa and World
Outcome 12: An efficient, effective and development orientated public service and an
empowered, fair and inclusive citizenship

Y
v national treasury

Toumi armeca

*Also applicable to provinces and public entities
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Medium Term Expenditure Committee (MTEC)

Functional Groups

A

Medium Term Expenditure Committee

N/

Ministers’ Committee on the Budget

N/

Cabinet

1 national treasury
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MTEC process

Stage 1: Workgroups make recommendations on the proposed budget baselines
and non-recurrent expenditure for the Medium Term Expenditure Framework
(MTEF) by function (disaggregated by votes within a function) and by economic
classification

Align current budgets to the outcomes identified for each department
Examine the following areas to identify funding that can be reprioritised:
Non core service delivery expenditure items

Underperforming or non-performing programmes/ projects/ entities
Surpluses housed at entities

Revenue raising/ cost recovery efforts

Stage 2: Workgroups make recommendations on the MTEF additional expenditure
proposals by departments in their submissions to the National Treasury

Ensure that the recommendations proposed to the MTEC fall within the available
spending envelope for the particular sector that is within the net change indicated
for the sector

22
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Portfolio/Functional Budgeting Assessment

Performance information:
» Reforms post 2005:
— None specifically leading to functional budgeting

— Many in respect of improving performance management and financial
management

* Success:

— Managed to do budgeting on a functional basis within 8-9 months

— Peer learning amongst stakeholders
+ Challenges:

— Not planned

— Not simple

— Not well understood

— Not tried

— Changed decision making forums

— Contested

— Engendered gaming
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Deepening public participation

Questioning of the assumption that citizens understand what funding is on budget,
and what service delivery is planned to take place against this funding
Enhancing citizens’ rights to access information and participation in policy platforms

What existed post-1994:

National Treasury consults through formal structures with major civil society
organisations and other institutions, e.g. at NEDLAC

Public consultations also exists through:
— Policy and budget road shows
— Social media

— Local government engagements on development of plans e.g. Integrated
Development Plans and the Growth and Development Strategies

Numerous policies and laws that promote public involvement and the right to access
information exist, in respect of all three pillars of the state i.e. Executive; Judiciary and
the Legislature

24
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Improvements over the past year

New successes in public participation

Budget outreach programme to universities

Stronger ties with Civil Society Organisations (CSOs), through the CSO budget coalition
CSOs did a People’s guide for our mid-year adjustments budget

Steward of the Global Initiative on Fiscal Transparency (GIFT)

Comment on budgeting assessment design changes — eg PEFA, IMF code

Challenges

Out of government domain, so there are different relationships

Logistical concerns with demands for step-by-step involvement in budgeting
Concerned with maintaining budget process confidentiality

Concerned about allegations of institutional capture by certain CSOs
Concerned about misunderstanding of Treasury’s powers in government
Concerned about CSO commitment to genuine citizen empowerment
Concerned about lack of analytical rigour in CSO work

Concerned about lack of cohesion in CSO sector

'\\l} national treasury
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Conclusion: supports reform success

Democratic transition and a new Constitution

e Strong political buy-in: reforms were championed by the Minister of
Finance, who carried broad political support

¢ Good international practices were emulated, but customised to suit
the South African situation (self-determined)

e Simple frameworks used

e Consultation with relevant stakeholders when reforms are introduced
¢ Where relevant, pilot before full implementation

¢ Comprehensive implementation

¢ Recently, collaboration of the departments at the centre of
@gn_qmvngge_r‘!ment to collectively improve performance of government
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Challenges in implementing budget reforms

Some Departments are better equipped than others to implement new
reforms

Easier to introduce new reforms to Departments than Public Entities as
they differ in size and function

Central government cooperation and CSO cooperation present different
environments for reform

The impact of some of the reforms can only be realised over the long
term

Some of the challenges are only identified during implementation
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The structure of government’s accounts
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National/main budget
Revenue: General taxes plus departmental receipts (incl. mining royalties) less SACU payments
Expenditure: 50% at national level, 43% transferred to provinces and 7% transferred to local
government
Consolidated national government
= main budget
+ social security funds (UIF, RAF and Compensation Funds)
+ RDP funds
Consolidated national and provincial government
= Consolidated national government
+ Provincial own revenue (i.e. from gambling taxes, vehicle licenses and some charges in health)
Consolidated government
= Consolidated national and provincial government
+ Entities of national and provincial government departments
Consolidated general government
= Consolidated government
+ local government and its entities
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