Programme 6 (Provincial and Local Government Transfers) 

A. % Share and % progress of the Vote 

Years 
2005/05
 2005/06 
 2006/07 
2007/08 

Billion 





MTEF Allocations 
13801916
13990708
15069011
16812876







Provincial and Local Government Transfers 
3934260
4279513
4666776
5872682

Share of the MTEF 
28.50517276
30.58825186
30.96935824
34.92966938

Progress 

8.775551184
9.049230602
25.84023746
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The nominal share of the programme to the National Vote is 31% in the financial year 2005/06.  This remains the case over the short term with an increase to 35% share towards the end of the medium term.  Towards the end of the medium term the allocation increases by 17% on average.

The aim of the programme is to improve the pace and quality of provincial infrastructure investment and asset maintenance, promote financial management reforms in municipalities and restructure service delivery in municipalities within the large budgets.

The roll out of funds and implementation of programmes and projects over the medium term will require sufficient human resource capacity. Expertise on project management, risks and asset management, programme designs and development are becoming central to the success of the programmes and to ensure value for money. 

· To what extent is the Department working on these challenges? 

· How is this linked to the implementation of the Municipal Finance Management Act (MFMA)? 

· Are there different types of training programmes that are being facilitated? 

· What are targeted training groups in terms of profession and how is that linked to issues of rural empowerment, especially women and youth?  

There are always discussions that skills could be drawn from other professions such as teaching, nursing, nursing and courts etc, particularly in rural areas. 

· To what extent could that lead to potential destabilisation in these services that are highly central to rural development?    

B. Conditional Grants  

1. Provincial Infrastructure grant 

Nominal % share and % progress 

Years 
2004/05
 2005/06 
 2006/07 
2007/08 

Provincial and Local Government Transfers 
3934260
4279513
4666776
5872682

1.Provincial and Infrastructure Grant 
3348362
3730773
4118119
5324025

Share 
85.10779664
87.17751296
88.24333973
90.65747132

Progress 

11.42083801
10.38245961
29.28293233
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The Grant takes the largest % share of the programme allocation at 87%.  This is the case over the medium term, with share increasing to 91% towards the end of the medium term.  On average, allocation increase is 18% over the medium term.   

The Strategic Plan (2005-8) (p65) indicates that the Grant supplements the province’s infrastructure budgets. It is intended to cover social and economic infrastructure such as hospitals, clinics, schools, provincial road and agricultural infrastructure.  The Grant also assists provinces in the funding g of labour intensive provincial infrastructure projects. 

 The need to establish and develop proper mechanisms for accountability has always been central in the debate on conditional grants of this magnitude.  It has been established through the Auditor General Audit process that although the Division of Revenue (annual) is clear on the need to establish clear accountability and reporting mechanisms on conditional grants, there is no proper working mechanism between the granting National Department and the receiving Provincial department of these issues.  Some of the arguments made on the provincial side are that conditional grants and their conditions are costly to administer and create administrative burden.  Individual departments at provincial would just prioritise the budget they are in control of in terms of planning and implementation, hence the challenges of under-expenditure on conditional grants. 

· To what extent is the 2005/06 Division of Revenue addresses some of these challenges? How is this addressed within the context of balancing efficiency and accountability? 

· What is the form and nature of continuous communication and interaction between the National Treasury and the individual national and provincial departments, for example on Agriculture Infrastructure Grant is being facilitated? 

· Could the Department provide to the Committee some form of working plan in this regard?        

2. Local government Financial Management and Restructuring Grant

 Nominal % share and % progress 

Years 

One: 2005/06 
Two: 2006/07 
Three: 2007/08 

Provincial and Local Government Transfers 
3934260
4279513
4666776
5872682

2. Local Government Grant 
585898
548740
548657
548657

Share 
14.89220336
12.82248704
11.75666027
9.342528678

Progress 

-6.342059539
-0.01512556
0


[image: image3.wmf]-6.34205954

-0.01512556

0

-7

-6

-5

-4

-3

-2

-1

0

1

2

3

Series1


Nominal % progress (Vertical left) and years (medium term, Horizontal right) 

For the financial year 2005/06, the share is the lowest of the two sub programmes. This is the case over the medium term with the share declining. Although the % allocation of the subprogramme increases, it does so from a very low base. It also only increases in the short term (2006/07 at 6% in nominal terms).

· Why is this the case?
In terms of the Public Finance Management Act, the approach as also demonstrated in the Auditor General Reports and the National Treasury Surveys, has been to initiate departments and officials from basic financial management skills and requirements to more complex requirements over the long term (What the Auditor General and The National Treasury calls the Capability Model, which implies gradual implementation of the PFMA from the basic level t more advanced level).  However, it appears that even within the same context, for the past five years in the implementation of the Public Finance Management Act, Departments are not moving fast enough. 

· What is the approach at least in the medium term for the implementation of the Municipal Finance Management Act?    

The challenge is that unlike National Departments, Local Government structures implement programmes and projects. This is the case with conditional Grants and other programmes in relation, for example, to Integrated Development Plans (IDP’s). The plans already call for performance management and measurements requirements. In other words the implementation of the MFMA is being rolled out within this context. 

· How does the allocation to the grant take this into account? 

· Does the Department consider the Grant adequate? 

· Can this not be sequentially rolled out in relation to the amount of Infrastructure Grant rolled out?     
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		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Billion										Year 1 to 2		6.3394116619

		MTEF Allocations		13801916		13990708		15069011		16812876		Year 2 to 3		3.8652448498

		Progress				1.3678680554		7.7072797174		11.5725245671

		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Billion

		MTEF Allocations		13801916		13990708		15069011		16812876

		Provincial and Local Government Transfers		3934260		4279513		4666776		5872682

		Share of the MTEF		28.5051727601		30.5882518597		30.9693582412		34.9296693796

		Progres				8.7755511837		9.0492306017		25.8402374573

										Year 1 to 2		0.273679418

										Year 2 to 3		16.7910068556

												17.0646862736

		Conditional Grants:

		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Provincial and Local Government Transfers		3934260		4279513		4666776		5872682

		1. Provincial  and Infrstructure Grant		3348362		3730773		4118119		5324025

		Share		85.1077966377		87.1775129553		88.2433397275		90.6574713223

		Progress				11.4208380097		10.3824596136		29.2829323291

										Year 1 to 2		-1.0383783962

										Year 2 to 3		18.9004727155

												17.8620943193
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										Programme 6 ( Provincial and Local Government Transfers)

		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Billion										Year 1 to 2		6.3394116619

		MTEF Allocations		13801916		13990708		15069011		16812876		Year 2 to 3		3.8652448498

		Progress				1.3678680554		7.7072797174		11.5725245671

		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Billion

		MTEF Allocations		13801916		13990708		15069011		16812876

		Provincial and Local Government Transfers		3934260		4279513		4666776		5872682

		Share of the MTEF		28.5051727601		30.5882518597		30.9693582412		34.9296693796

		Progres				8.7755511837		9.0492306017		25.8402374573

										Year 1 to 2		0.273679418

										Year 2 to 3		16.7910068556
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		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Billion										Year 1 to 2		6.3394116619

		MTEF Allocations		13801916		13990708		15069011		16812876		Year 2 to 3		3.8652448498

		Progress				1.3678680554		7.7072797174		11.5725245671

		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Billion

		MTEF Allocations		13801916		13990708		15069011		16812876

		Provincial and Local Government Transfers		3934260		4279513		4666776		5872682

		Share of the MTEF		28.5051727601		30.5882518597		30.9693582412		34.9296693796

		Progres				8.7755511837		9.0492306017		25.8402374573

										Year 1 to 2		0.273679418

										Year 2 to 3		16.7910068556

												17.0646862736

		Conditional Grants:

		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Provincial and Local Government Transfers		3934260		4279513		4666776		5872682

		1. Provincial  and Infrstructure Grant		3348362		3730773		4118119		5324025

		Share		85.1077966377		87.1775129553		88.2433397275		90.6574713223

		Progress				11.4208380097		10.3824596136		29.2829323291

										Year 1 to 2		-1.0383783962

										Year 2 to 3		18.9004727155

												17.8620943193

		Years				One: 2005/06		Two: 2006/07		Three:2007/08

		Provincial and Local Government Transfers		3934260		4279513		4666776		5872682

		2. Local Government Financial Management and Restructuring Grant		585898		548740		548657		548657

		Share		14.8922033623		12.8224870447		11.7566602725		9.3425286777

		Progress				-6.3420595394		-0.0151255604		0

						Year 1 to 2		6.326933979

						Year 2 to 3
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