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DEPARTMENTAL EXPENDITURE FROM MARCH 2004 TO MARCH 2005

A. NATIONAL EXPENDITURE

1.
Introduction

Departmental expenditure has been fairly consistent throughout the financial year.  However, it is evident that Departments increased their expenditure in the last quarter, as was the case in the last financial year.  The Department of Communications, in particular, always spends more than half of its budget in the last month of the financial year.  These two departments, together with the Department of Sports and Recreation, increased their expenditure significantly in March 2004.  

The Department of Communications had only spent 41.29% of its budget at the end of the third quarter, leaving it with 58.71% to spend in the last quarter.  However, in a period of one month (March 2005) the Department managed to spend 50.09% of its budget, bringing its total expenditure to 98.22% by the end of the financial year.  Likewise, the Department of Foreign Affairs had spent 47.48% by the end of the third quarter and increased its expenditure significantly towards the end of the financial year.  

It is worth mentioning that the same trend was evident in the expenditure of the Department of Communications for the past three financial years.  For example, in February 2003, the Department had only spent 45.75% of its budget, and then managed to spend 49.72% in the last month of that financial year (March 2003).  Similarly, in February 2004, the Department had spent 45.67% of its budget, and then spent 50.75% in the last month of the financial year.  

Table 5 (Appendix 1) indicates that Departments underspent by R 6.3 Billion, which is lower than the R8 Billion underexpenditure from the 2003/04 financial year. In addition, Figure 1 indicates that Departmental spending has been gradually decreasing over the past three financial years.

Figure 1: Average departmental Spending trends
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2.
Analysis Of Expenditure Per Quarter 

2.1.
First Quarter

In the first quarter of the financial year, some departments were disbursing funds to institutions and their budgets reflected these transfers.  Most notable was the Department of Education, which spends most of its budget during the first and second quarters.  Another example is the Department of Social Development.  

The First quarter expenditure report showed a gradual decline in expenditure from April to June 2003.  Average expenditure declined gradually from 9.84%, 7.80% to 6.75% in April, May and June 2003 respectively.  

The Department of Education was the highest spender in the first two quarters and the Departments of Foreign Affairs and Communications were already lagging behind with their spending.  The first quarter is crucial due to the fact that it always sets the spending trends of Departments.  

2.2.
Second and Third Quarters

The second quarter indicated some fluctuation of expenditure in certain departments, notably the Departments of Social Development, Public Enterprises and Local Government.  These Departments transfer bulk funds in certain months and thus present highly fluctuating expenditure from month to month.  

The Department of Minerals and Energy was the highest spender in December 2005, spending 27.92% of its budget in this month.  The department explained that the increase in expenditure was attributed to a huge payment of R447.688 million made to ESKOM for the National Electrification Programme.

The expenditure of Departments was consistent throughout the first three quarters; with Departments spending slightly lower than they did in the same periods of the previous financial years.  As has been noted above, the Departments of Communications and Foreign Affairs had spent only 41.29% and 47.48% of their budgets at the end of the third quarter.  The Departments that had spent highest on their budget were the Departments of Education (91.19%), Defence (79.36%), Parliament (76.56%) and GCIS (74.87%).

The ratio in spending between current and capital expenditure remained unchanged in the second and third quarters.  Although some Departments had increased their capital expenditure, the average remained the same, with Departments spending 72.76% on current expenditure, 71.39% on Transfers and 65.82% on capital expenditure.    

The social services sector was the highest spending sector with an average expenditure of 77.52%.  Departmental expenditure had dropped slightly from the 2003/04 financial year from 71.67% in the third quarter of the 2003/04 financial year to 69.71% in the third quarter of the 2004/05 financial year.  In addition, Departments are consistent in terms of their spending trends, and there are no major changes from the last financial year.

The Department of Communications was still a cause for concern at the end of the third quarter, as had been the case in the preceding two financial years.  The Department however, had increased its expenditure marginally from 32.52% in the third quarter of the 2003/04 financial year, to 41.29% at the end of the third quarter of the 2004/05 financial year.  The Department of Communications’ expenditure has continuously been a cause for concern for the Committee due to the department’s trend of under spending on its budget and then spending a huge chuck of the budget in the last month of the year.  The Committee has previously recommended that the Department appear before it.

2.3.
Fourth Quarter

During the last quarter of the financial year, departments increased their expenditure tremendously, most notably the Department of Communications.   Similar to the last financial year, the Department had spent lowest by February 2005, and then spent a huge chunk of its budget in the last month of the financial year.   

Departments increased their average expenditure from 10.14% in January to 11.65% in March 2005.   Tables 1 and table 2 indicate the highest and lowest spenders at the end of the financial year.  Although the Department of Communications does not appear on these tables, it was the lowest spender for the first three quarters of the financial year, but then spent 50.09% of its budget in the last month of the financial year (March 2005).  The same trend had been evident in the preceding two financial years.

3. Analysis of Average Expenditure as at 31 March 2005

3.1. Highest spending Departments

Table 1

R'000
Total Budget
Expenditure for the Month
%  Expenditure for the month
Total expenditure to date
% Expenditure to date
Underspending









Voted Amounts
153531637
17891904
11.65%
149922646
97.65%
3608991







0

Central Government Administration
24327550
2874461
11.82%
23467110
96.46%
860440

The Presidency
175852
22327
12.70%
167729
95.38%
8123

Parliament
576 144
37 018
6.43%
576 144
100.00%


Foreign Affairs
2546649
570394
22.40%
2307698
90.62%
238951

Home Affairs
2377615
343972
14.47%
1987006
83.57%
390609

Provincial and Local Government
13137381
1146557
8.73%
13121073
99.88%
16308

Public Works
5513909
754193
13.68%
5307460
96.26%
206449









Financial and Administrative Services
15060896
1588422
10.55%
14351960
95.29%
708936

Government Communications and Information Services
203149
18294
9.01%
202844
99.85%
305

National Treasury
14021916
1449526
10.34%
13489905
96.21%
532011

Public Enterprises
77377
8272
10.69%
75668
97.79%
1709

Public Service and Administration
144296
32805
22.73%
127318
88.23%
16978

Public Service Commission 
73081
8366
11.45%
71129
97.33%
1952

S A Management Development Institute
40887
13418
32.82%
34361
84.04%
6526

Statistics South Africa
500190
57741
11.54%
350735
70.12%
149455









Social Services
28803489
1794952
6.23%
27945256
97.02%
858233

Arts and Culture, 
1176097
218578
18.59%
1091665
92.82%
84432

Education
11405095
488976
4.29%
11293774
99.02%
111321

Health
8818400
676375
7.67%
8387748
95.12%
430652

Labour
1228697
128376
10.45%
1098646
89.42%
130051

Science and Technology
1 282 412
121 114
9.44%
1 281 971
99.97%
441

Social Development
4598575
68698
1.49%
4509964
98.07%
88611

Sport and Recreation South Africa
294213
92835
31.55%
281487
95.67%
12726









Justice and Protection Services
57538746
7315806
12.71%
56945869
98.97%
592877

Correctional Services
8457492
1059541
12.53%
8026420
94.90%
431072

Defence
19 411  819
3 233 272
16.66%
19 396 182
99.92%
15 637

Independent Complaints Directorate
42 114
6 586
15.64%
42 547
101.03%
-433

Justice and Constitutional Development
5054417
585404
11.58%
4907815
97.10%
146602

Safety and Security
24 572 904
2 431 003
9.89%
24 572 905
100.00%
-1

Table 1 indicates that Parliament and the Department of Safety and Security have spent their total budget, as was the case in the previous financial year.  The only Department that overspent marginally on its budget is the Independent Complaints Directorate (ICD).  Expenditure trends indicate that Departments have generally decreased their expenditure, particularly the lowest spending Departments.  

Figure 2: Average Expenditure of highest spending Departments


[image: image2.wmf]Average Expenditure of the highest spending Departments

99.00%

99.50%

100.00%

100.50%

101.00%

101.50%

Parliament

Science and Technology

Defence

Independent Complaints

Directorate

Safety and Security

Department


3.2. Lowest spending departments

Table 2: Lowest Spenders 

R'000
Total Budget
Expenditure for the Month
%  Expenditure for the month
Total expenditure to date
% Expenditure to date
Underspending









Voted Amounts
153531637
17891904
11.65%
149922646
97.65%
3608991







0

Central Government Administration
24327550
2874461
11.82%
23467110
96.46%
860440

The Presidency
175852
22327
12.70%
167729
95.38%
8123

Parliament
576144
37018
6.43%
576144
100.00%


Foreign Affairs
2546649
570394
22.40%
2307698
90.62%
238951

Home Affairs
2 377 615
343 972
14.47%
1 987 006
83.57%
390 609

Provincial and Local Government
13137381
1146557
8.73%
13121073
99.88%
16308

Public Works
5513909
754193
13.68%
5307460
96.26%
206449









Financial and Administrative Services
15060896
1588422
10.55%
14351960
95.29%
708936

Government Communications and Information Services
203149
18294
9.01%
202844
99.85%
305

National Treasury
14021916
1449526
10.34%
13489905
96.21%
532011

Public Enterprises
77377
8272
10.69%
75668
97.79%
1709

Public Service and 

Administration
144 296
32 805
22.73%
127 318
88.23%
16 978

Public Service Commission 
73081
8366
11.45%
71129
97.33%
1952

S A Management Development Institute
40 887
13 418
32.82%
34 361
84.04%
6 526

Statistics South Africa
500 190
57 741
11.54%
350 735
70.12%
149 455









Social Services
28803489
1794952
6.23%
27945256
97.02%
858233

Arts and Culture, 
1176097
218578
18.59%
1091665
92.82%
84432

Education
11405095
488976
4.29%
11293774
99.02%
111321

Health
8818400
676375
7.67%
8387748
95.12%
430652

Labour
1 228 697
128 376
10.45%
1 098 646
89.42%
130 051

Only three Departments spent their total budgets, as opposed to five in the last financial year.  In addition, more departments underspent with a higher margin in the last financial year and Departments such as the South African Management Development Indtitute (SAMDI) and the Public Service and Administration spenda large amount of their budgets in the last month of the financial year.  

The Departments of Home Affairs and Public Service and Administration have been among the lowest spenders for three consecutive financial years, and SAMDI for two consecutive financial years.  

Figure 3: Average expenditure of lowest spending departments
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4. National Current, Transfer and Capital Expenditure

Departments spent most in capital expenditure rather than transfer or current expenditure.  This is a huge shift as it is the opposite trend to the last two financial years, wherein Departments have been spending most on their current and less on their capital budgets.  In the 2004/05 financial year, Departments exceeded the average capital expenditure, spending an average of 106.33%, 98.28% and 96.11% in Capital, Transfer and Current Expenditure respectively.   

This represents a decrease in current and an increase in capital expenditure from the last two financial years.  

4.1 Current Expenditure

The lowest spenders of current expenditure are the Departments of Provincial and Local Government (59.03%), Sports and Recreation South Africa (66.49%), Stats SA (72.21%), SAMDI (72.38%) and education (73.14%).  

The highest spenders of current expenditure are the Departments of Public Enterprises (104.52%), Defence (103.76%), Public Works (103.28%), Parliament (100) and Department of Science and Technology (98.71%).  

4.2 Transfers

The lowest spenders of transfer expenditure are the Public Service cCmmission (0%), the Departments of Public Enterprises (29.82%), Public Works (73.48%), Sport and Recreation South Africa (79.87%), Foreign Affairs (88.52%).

The highest spenders of transfer expenditure are the Departments of Correctional Services (505.50%), ICD (231.46%), Statistics South Africa (112.12%), Public Service and Administration (105.63% and Justice and Constitutional Services (103.28%).

4.3 Capital Expenditure

The lowest spenders of capital expenditure are Arts and Culture (3.35%), National Treasury (29.33%), Home Affairs (39.17%) and Stats SA (40.53%).

The highest spenders of capital expenditure are the Departments of Sport and Recreation (2175.38%), Science and Technology (521.88%), Independent Complaints Directorate (291.24%), SAMDI (273.67%) and Housing (237.28%).  

Figure 4: Average current, transfer and capital expenditure
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The graph below indicates that while current expenditure has decreased from the previous financial year, capital expenditure has increased
.  

B. Provincial Expenditure

OVERALL PROVINCIAL EXPENDITURE
Most provinces underspent marginally on their budgets, with the Limpopo province being the only province that overspent on its budget.  Provincial expenditure increased from an average of 98.72% in 2002/03, to 99.47% in 2003/04, and again decreased to 96.94% in the 2004/05 financial year.  The trend is illustrated in figure 5.

Figure 5: Provincial Expenditure trends over the last three years
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Table 3 indicates the expenditure of provinces at the end of the financial year.  The North West Province was the lowest spending province, underspending by 5.22%.  Other provinces that underspent on their budgets are Mpumalanga (4.7%), Free State (4.55%), Northern Cape (3.99%) and Gauteng (3.09%).  These are the lowest spending provinces.  These provinces, with the exception of the Northern Cape province, were also the lowest spenders in the 2003/04 financial year.  

The Limpopo province is the only province to have exceeded its budget, overspending by 17.09% in the 2004/05 financial year.  
Table 3

R'000
Total Budget
Total Expenditure
% Expenditure as at 31 March 2005
2003/04 Expenditure







Eastern Cape
31 273 372
30 974 745
99.05%
102.08%

Free State
13 489 087
12 875 741
95.45%
98.87%

Gauteng
31 206 772
30 243 249
96.91%
99.73%

Kwazulu-Natal
38 994 044
38 849 053
99.63%
100.65%

Limpopo
25 616 015
24 994 842
97.58%
97.51%

Mpumalanga
13 787 688
13 140 204
95.30%
97.52%

Northern Cape
4 641 768
4 456 699
96.01%
101.51%

North West
15 881 229
15 051 807
94.78%
97.69%

Western Cape
18 670 995
18 250 348
97.75%
97.49%

Figure 6: Provincial Expenditure: 2003/04 and 2004/05
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Current, Transfer and Capital Provincial Expenditure

Table 4

R'000
Current Budget 
Current exp. to date
% Current exp. to date
Transfer Budget
Transfer Exp. to date
% Transfers to date
Capital Budget
Capital Exp. To date
% Capital Exp. to date












Eastern Cape
18 116 658
17 835 724
98.45%
11 450 846
11525209
100.65%
1 705 868
1 613 812
94.60%

Free State
8 385 433
8 049 997
96.00%
4 444 107
4325332
97.33%
659 547
500 411
75.87%

Gauteng
19 298 689
18 879 531
97.83%
9 752 052
9542642
97.85%
2 156 031
1 821 076
84.46%

Kwazulu-Natal
24 063 930
23 626 501
98.18%
12 217 539
12855593
105.22%
2 712 575
2 366 959
87.26%

Limpopo
16 230 993
15 868 237
97.77%
7 909 477
7827637
98.97%
1 475 545
1 298 968
88.03%

Mpumalanga
8 812 550
8 518 390
96.66%
3 967 106
3955320
99.70%
1 008 032
666 494
66.12%

Northern Cape
2 811 767
2 732 973
97.20%
1 548 940
1513472
97.71%
281 061
210 253
74.81%

North West
9 738 012
9 364 409
96.16%
5 282 679
5079655
96.16%
860 538
607 743
70.62%

Western Cape
11 785 957
11 554 120
98.03%
5 763 754
5654755
98.11%
1 121 284
1 041 473
92.88%

The spending trends regarding current and capital provincial expenditure has not changed from the preceding two financial years.  Provinces are still spending more on their current expenditure and less on capital expenditure.  This is depicted in table 4.

Figure 7: Economic classification of provincial expenditure: 2004/05 financial year
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Conclusion 

Departmental spending trends indicate that Departmental expenditure is decreasing gradually and there is more underspending that there was in the previous two financial years.  This is indicated by the gradual decrease in expenditure, from 98.64% in the 2002/03 financial year, 98.04% in the 2003/04 financial year, and 97.65% in the 2004/05 financial year.  However, it is important to note that the same Departments that were conspicuous in their spending patterns in the last two financial year, such as Communications, Foreign Affairs, and Home Affairs, as well as SAMDI, are still so in this financial year.  

At the beginning of the last financial year, the Parliamentary Research Unit contacted Departments in order that they provide it with their strategic plans and cash flow projections.  Not all Departments responded to this request.  However, even those who did, could not be very helpful in explaining the spending trends of their Department.  This was due to the following reasons:

· Firstly, the cash flow projections only indicate month-by-month expenditure, and do not distinguish between current and capital expenditure.  

· Secondly, few Departments spend according to the cash flow projections that they provide to the Research Unit.  It is thus difficult to keep track of the spending patterns of these Departments.  

· The Department of Communications has indicated in the past that it does not have cash flow projections and that programmes are funded as the need arises.  This makes it even more difficult to monitor expenditure in the Department.  

RECOMMENDATIONS

In view of the fact that there has not been much change in the spending of departments from the last financial year, the same recommendations that were made in the last financial year still stand, with a few amendments.  These are:

· Further capacity building has to be built into financial management procedures, especially regarding the Public Finance Management Act of 1999, to ensure compliance with this Act.

· Strategic plans of departments have to be scrutinised in order to ensure the redress of underspending and overspending.  This would entail that the Joint Budget Committee work closely with Portfolio and Select Committees in order to alert them of any queries in the spending patterns of Departments.  In addition, the Joint Budget Committee should collaborate with the sector committees in interrogating the nature and quality of expenditure for those Departments that have peculiar expenditure trends.

· Formally structured co-operation between the Joint Budget Committee and other sector committees of Parliament should take place to allow for the flow of information in respect of peculiar Departmental spending patterns. This could also relate to administrative support structures of committees.

· The Joint Budget Committee should facilitate public hearings and invite consistently underspending and overspending National Departments and provinces to Parliament for scrutiny.  

· The Joint Budget Committee, together with the sector committees, should interrogate the quality of spending to detect fiscal dumping in those Departments that are underspending at the early stages of the financial year and suddenly spend heavily towards the end of the financial year.  Examples in this regard are the Departments of Communications, Foreign Affairs and Sport and Recreation.  

· It would be favourable for Departments to be called to appear before the Committee when applying for rollovers and additional funding.  While scrutinising the requests of Departments, it is important for the Committee to have knowledge of how Departments are conducting their budgets at that time.  For example, the Committee should keep track of departments who apply for additional funds even though they are struggling with their budgets.  

· The Joint Budget Committee should undertake study tours to those provinces that are experiencing underspending or overspending problems.  Alternatively, the Committee can look at other avenues of alerting provinces, such as alerting their legislatures of the over/underspending.  

· The National Treasury should ensure timely publication of the monthly statements of revenue and expenditure to give the Joint Budget Committee sufficient time to scrutinise and report on these.

· Continuous technical and research support should be given to the Joint Budget Committee and other sector committees to ensure that they conduct their work smoothly. 

Appendix 1

Table 5: Expenditure trends as at 31 March 2005

R'000
Total Budget
Expenditure for the Month
%  Expenditure for the month
Total expenditure to date
% Expenditure to date (200405)
Underspending
% Expenditure (200203)










Voted Amounts
153 531 637
17 891 904
11.65%
149 922 646
97.65%
3 608 991
98.04%








 

Central Government Administration
24 327 550
2 874 461
11.82%
23 467 110
96.46%
860 440
97.30%

The Presidency
175 852
22 327
12.70%
167 729
95.38%
8 123
94.45%

Parliament
576 144
37 018
6.43%
576 144
100.00%

100.00%

Foreign Affairs
2 546 649
570 394
22.40%
2 307 698
90.62%
238 951
84.92%

Home Affairs
2 377 615
343 972
14.47%
1 987 006
83.57%
390 609
91.46%

Provincial and Local Government
13 137 381
1 146 557
8.73%
13 121 073
99.88%
16 308
99.74%

Public Works
5 513 909
754 193
13.68%
5 307 460
96.26%
206 449
101.03%








 

Financial and Administrative Services
15 060 896
1 588 422
10.55%
14 351 960
95.29%
708 936
95.99%

Government Communications and Information Services
203 149
18 294
9.01%
202 844
99.85%
305
100.06%

National Treasury
14 021 916
1 449 526
10.34%
13 489 905
96.21%
532 011
96.04%

Public Enterprises
77 377
8 272
10.69%
75 668
97.79%
1 709
95.04%

Public Service and Administration
144 296
32 805
22.73%
127 318
88.23%
16 978
89.66%

Public Service Commission 
73 081
8 366
11.45%
71 129
97.33%
1 952
99.85%

S A Management Development Institute
40 887
13418
32.82%
34361
84.04%
6 526
89.31%

Statistics South Africa
500 190
57 741
11.54%
350 735
70.12%
149 455
95.50%








 

Social Services
28 803 489
1 794 952
6.23%
27 945 256
97.02%
858 233
98.24%

Arts and Culture, 
1 176 097
218 578
18.59%
1 091 665
92.82%
84 432
97.58%

Education
11 405 095
488 976
4.29%
11 293 774
99.02%
111 321
99.22%

Health
8 818 400
676 375
7.67%
8 387 748
95.12%
430 652
97.03%

Labour
1 228 697
128 376
10.45%
1 098 646
89.42%
130 051
96.33%

Science and Technology
1 282 412
121 114
9.44%
1 281 971
99.97%
441
99.83%

Social Development
4 598 575
68 698
1.49%
4 509 964
98.07%
88 611
99.14%

Sport and Recreation South Africa
294 213
92 835
31.55%
281 487
95.67%
12726
97.29%








 

Justice and Protection Services
57 538 746
7 315 806
12.71%
5 694 5869
98.97%
592 877
99.35%

Correctional Services
8 457 492
1 059 541
12.53%
8 026 420
94.90%
431 072
97.56%

Defence
19 411 819
3 233 272
16.66%
19396182
99.92%
15637
100.40%

Independent Complaints Directorate
42 114
6 586
15.64%
42 547
101.03%
-433
99.74%

Justice and Constitutional Development
5 054 417
585 404
11.58%
4 907 815
97.10%
146 602
94.65%

Safety and Security
24 572 904
2 431 003
9.89%
24 572 905
100.00%
-1
100.00%










Economic Services and Infrastructure Development
27 800 956
4 318 263
15.53%
27 212 451
97.88%
588 505


Agriculture
1 449 391
161 283
11.13%
1 383 552
95.46%
65 839
98.04%

Communications
1 679 917
841 440
50.09%
1 649 981
98.22%
29 936
 

Environmental Affairs and Tourism
1 652 268
157 352
9.52%
1 633 883
98.89%
18 385
97.30%

Housing
4 826 781
327 175
6.78%
4 802 348
99.49%
24 433
94.45%

Land Affairs
2 031 882
286 544
14.10%
1 992 526
98.06%
39 356
100.00%

Minerals and Energy
1 945 143
209 127
10.75%
1 858 666
95.55%
86 477
84.92%

Trade and Industry
3 623 291
731 740
20.20%
3 471 187
95.80%
152 104
91.46%

Transport
6 769 171
862 644
12.74%
6 643 363
98.14%
125 808
99.74%

Water Affairs and Forestry
3 823 112
740 958
19.38%
3 776 947
98.79%
46 165
101.03%

Appendix 2:

Figure 8: Departmental Expenditure Trends


[image: image8.wmf]Departmental Expenditure 2004/05

0

0.2

0.4

0.6

0.8

1

1.2

Department

% expenditure to date


� There is no comparison for transfer payments as the National Treasury introduced these only in 2004/05. 
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