Budgetary Review and Recommendation Report of the Portfolio Committee on Science and Technology, dated 3 November 2010
The Portfolio Committee on Science and Technology (the Committee), having assessed the performance of the Department of Science and Technology (the Department), reports as follows:

1. Introduction

The purpose of the report is to provide an analysis of the performance of the Department of Science and Technology against predetermined objectives. The report attempts to provide an assessment of the financial performance of the department and entities for the financial year 2009/10. In the final analysis, the report provides for observations, conclusions and recommendations from the Portfolio Committee on Science and Technology. 
1.1  Mandate of the Committee, including provision of Section 5 of the Money Bills Amendment Procedure and Related Matters Act, No 9 of 2009
The Committee oversees the activities of the Department of Science and Technology as well as the entities reporting to it. A key element of its oversight function includes scrutinizing the annual reports and expenditure of the Department and its entities.  

The recently promulgated Money Bills Procedures and Related Matters Amendment Act, provides for Parliament to make recommendations to the Minister of Finance to amend the budget of a national department. The Committee must submit an annual Budgetary Review and Recommendation Report (BRRR) for the Department, which may contain recommendations relating to funding allocations. This annual review and analyses of performance includes both financial and non-financial indicators.
The Portfolio Committee on Science and Technology considered the Budget of the Department of Science and Technology on 14 April 2010. The Committee considered the Department’s Annual Report 2009/10 on 13 October 2010. Engagements with entities such as the National Research Foundation (NRF), Council for Scientific and Industrial Research (CSIR), Human Sciences Research Council (HSRC), National Advisory Council on Innovation (NACI), Africa Institute of South Africa (AISA), Academy of Science of South Africa (ASSAF) and Tshumisano Trust also took place during the period of review.
2. Department’s Strategic Priorities and Measurable Objectives
The aim of the Department of Science and Technology (DST or the Department) is to realise the full potential of science and technology in social and economic development, through the development of human resources, research and innovation. The principal goals of the Department are to develop the innovation capacity of the science system and contribute to socio-economic development, develop appropriate human capital for research, development and innovation (RDI), build excellent RDI infrastructure, position South Africa as a strategic international RDI partner and develop South Africa’s knowledge-generation capacity. The DST has a number of key deliverables under each of these goals. These include the development of strong innovation chains in biotechnology, nanotechnology, the hydrogen economy, space science, information technology and manufacturing. Additional deliverables include the development of technologies to address poverty and the poor quality of life of so many South Africans and the development of a healthy and diverse flux of young people seeking and finding careers in science and engineering. Finally, the Department hopes to accomplish notable successes in turning trends in global science to the national advantage, for example in astronomy and space science.

The 2009 – 2014 Medium Term Strategic Framework (MTSF) seeks to build on the current strategies and programmes already supporting innovation and research and development in the private and public sectors. The MTSF identifies technology innovation as one of the critical policy areas required to speed up growth and transform the economy to create decent work and sustainable livelihoods. During the current reporting period, the MTSF, the 2002 National Research and Development Strategy (NRDS) and the 2007 Ten-Year Innovation Plan (TYIP) guided and informed the strategic priorities of the Department of Science and Technology. Furthermore, the 2007 National Industrial Policy Framework assisted the Department in identifying research, development and innovation activities that were needed to grow and increase the competitiveness of strategic economic sectors. In this context, the continued implementation of the TYIP is crucial. The objective of keeping South Africa on par with global technology trends will be realised by further developing and/or implementing the following actions: 

· Operationalising the Technology Innovation Agency (TIA), the National Space Agency and the National Intellectual Property Management Office (NIPMO). These agencies represent the institutional arrangements that will help foster the funding and support partnerships that are required for the development of cutting-edge science and technology capabilities in the country. They are also the primary drivers to create an innovation-enabling environment.

· Establishing the Centres of Competence (CoCs) and Technology Platforms in the titanium, downstream flourochemicals, battery technology, alternative energy, information security, bio-composites and medical devices sectors. These CoCs aim to build a competitive South African technology base.

· Developing and implementing the commercialisation strategy for South Africa’s electric vehicle industry.

· Continuing with the investment to ensure South Africa wins the Square Kilometre Array (SKA) bid and builds the Karoo Array Telescope, which will serve as a demonstration of South Africa’s skills and design capabilities in radio astronomy.

3. Analysis of Expenditure 
The Department’s total expenditure was R4.18 billion (98.2 per cent) of the final appropriation of R4.26 billion. This equates to a R77.8 million or 1.8 per cent (under-spent R18.2 million in 2008/09) under-spending of the Department’s 2009/10 budget appropriation. Transfer payments, including the transfer of parliamentary grants to the public entities, accounted for R3.89 billion (93 per cent), while administration expenditure; which comprised goods and services, expenditure on assets (current and capital) and compensation of employees; accounted for R293 million (6.87 per cent) of the total appropriation. 

4. Overview of the Department’s Annual Report 

All five of the Department’s Programmes under-spent on their respective allocations, namely, Programmes 1 (Administration), Programme 3 (International Resources and Co-operation) and Programme 5 (Socio-Economic Partnerships) under-spent by R20.5 million, R14.9 million and R27.5 million, respectively. The Department’s Accounting Officer states that the under-spending did not affect performance and service delivery and that the factors contributing to the under-spending of the allocation included goods delivered but not paid for, delays in finalising the roll-out of an information management system and the project to establish the secretariat function for the Regional Initiative for Capacity Development (RICAD). 
In addition, staff turnover and the slow uptake of transfers by implementing agencies were also factors that contributed to the under-spending of the allocation. Virements amounted to R16.7 million (0.4 per cent of the total appropriation) and were approved by National Treasury and the Accounting Officer. Of the R16.7 million, R11.7 million was moved between programmes and R5 million was moved within programmes. The Department has an overall vacancy rate of 12.3 per cent, with the Skilled and Senior Management salary bands constituting 65.5 per cent and 20.7 per cent, respectively, of the overall vacancy rate. During the reporting period, Internal Audit Services performed audits on the RICAD and the Solar distillers and geysers for sustainable environment (Northern Cape) projects. The results of these audits were: 

· RICAD - During September 2009, the Department cancelled its contract with Brentlana for the management of the RICAD project as a result of Brentlana’s alleged failure to perform. The Department also claimed a refund of all monies (amounting to R2.3 million) already paid to Brentlana under the contract. Brentlana disputed the cancellation of the contract and referred the matter to arbitration. The arbitration proceedings commenced, but has not been finalised and, therefore, a contingent liability cannot yet be determined.

· Solar distillers and geysers for sustainable environment (Northern Cape) - The project to provide solar distillers and geysers for sustainable environment in the Northern Cape was terminated. Solar geysers were installed, but the manufacturing and uptake of the project did not prove sustainable. The Department’s Management terminated the project with legal action to recoup funds. The implementing agency, Nawasan, refunded the Department R289 590, which was the balance of (unspent) funds and the project was closed. 

The public entities that were funded through the DST’s vote in 2009/10 are the Human Sciences Research Council (R166.2 million), the National Research Foundation (R692.1 million), the Africa Institute of South Africa (R29.3 million), the Council for Science and Industrial Research (R599.4 million), the Tshumisano Trust (R36.4 million) and the Academy of Science of South Africa (R4.6 million).

5. Findings of the Auditor-General
The Auditor General (AG) gave the Department an unqualified audit opinion for the 2009/10 financial year since the financial statements presented fairly, in all material aspects, the financial position of the Department as at 31 March 2010. However, the AG states that the Department had not reported completely on all its predetermined objectives, indicators and targets. The AG found that the actual achievement regarding 56 per cent of the Department’s planned activities for the 2009/10 financial year were not fully reported in their current annual performance report. Furthermore, with reference to the Department’s financial and performance management, the AG states that the Department’s manual controls are not designed to ensure that all transactions and performance information are completely recorded and accurately classified. 

6. Programme Performance 
The key operational activities of the Department continue to be carried out by five main Programmes. The five Programmes are:

6.1
Programme 1: Corporate Services and Governance (now named Administration)

The Administration Programme, consisting of six sub-programmes, is responsible for the overall management of the Department, and ensures that the organisations funded, comply with good corporate governance practices, and align their activities with the national system of innovation (NSI). It is also responsible for monitoring and evaluating the performance of the science councils. This programme received R179.6 million of the total appropriation and under-spent by R20.5 million. Here, approximately R5 million saved on the compensation of employees (vacancies / staff turnover) was used to augment goods and services to fund IT-related expenditure.

6.2
Programme 2: Research, Development and Innovation

The Research, Development and Innovation Programme, consisting of four sub-programmes, provide policy leadership in long term and cross cutting research and innovation in the NSI. This programme received R1.1 billion of the total appropriation and under-spent by R7.2 million. Some of the outputs reported for this programme in the 2009/10 Annual Report are:

· The launch of SumbandilaSAT.

· The completion of the seven-dish Karoo Array Telescope (KAT-7), the precursor for the MeerKAT precursor array.

· The development of the Hydrogen and Fuel Cell Technologies Research, Development and Innovation Strategy (HySA) objectives, namely the HySA Catalysis and HySA Systems centres of competence.

· The design and building of a hydrogen-powered bicycle.

· The launch of the South African HIV and Aids Research and Innovation Platform (SHARP) in July 2009. SHARP will serve as a centre that provides strategic leadership to enhance, consolidate and direct basic and applied research related to HIV prevention and treatment in South Africa.

· The appointment of the Technology Innovation Agency (TIA) Board of Directors and the incorporation of existing innovation instruments into this Agency.

· The regulations under the Intellectual Property Rights from Publicly Financed Research and Development Act, 2008, were signed in December 2009.

6.3
Programme 3: International Co-operation and Resources

The International Co-operation and Resources Programme, consisting of three sub-programmes, aims to develop and service bilateral and multilateral relationships and agreements in science and technology. This programme received R131.9 million of the total appropriation and under-spent by R14.9 million. Some of the outputs reported for this programme in the 2009/10 Annual Report are:

· During South Africa’s SADC leadership in 2009 − South Africa was mandated to lead in the four regional projects. These are the science, technology and innovation (STI) policy management training and capacity building project, the SADC Women in Science, Engineering and Technology (SET) programme (in consultation with member states), hosting a workshop on intellectual property rights and developing modalities for the implementation and launch of the 2009 SADC SET Week.
· The 2009/10 financial year also saw the long-awaited implementation of the Africa, Caribbean and Pacific (ACP) S&T Programme, jointly funded through the European Development Fund and the European Union (EU) Development Co-operation Instrument for South Africa.

· The 2009/10 financial year was another good year for South Africa’s S&T co-operation with the EU. Building on the success of existing partnerships, such as South Africa’s impressive participation in the EU’s Seventh Framework Programme for Research and Technological Development (FP7), several new co-operation initiatives were launched.

· Various joint research projects were completed in 2009/10, including those within the India-Brazil-South Africa (IBSA) framework in areas such as nanotechnology, biotechnology and polar and oceanographic research.

· The DST successfully leveraged R178 million in official development assistance funding from partners like Canada, the EU, Finland, Germany, Japan and the United States of America, with a further R11 million leveraged for human capital development (HCD) initiatives from partners including Australia, Canada, France, Germany and Japan.

6.4 Programme 4: Human Capital and Knowledge Systems

The Human Capital and Knowledge Systems Programme, consisting of three sub-programmes, aims to develop and implement national programmes to produce knowledge and develop human capital and the associated infrastructure, equipment and public research services. This programme received R1.6 billion of the total appropriation and under-spent by R7.6 million. Some of the outputs reported for this programme in the 2009/10 Annual Report are:

· The National Science Week attracted 204 950 participants, exceeding the target of 200 000.

· South Africa, through the South African Mathematics Foundation, hosted the Pan African Mathematics Olympiad in April 2009. This DST-funded event saw a record number of 12 countries entering and participating. South Africa was the second overall winner.

· The Department placed 320 unemployed SET graduates in SET-related institutions.

· In the 2009/10 financial year, the DST’s comprehensive bursary scheme supported 287 students at honours or honours equivalent level (87 per cent black, 23 per cent white, 58 per cent female and 42 per cent male). At masters level, a total of 140 new and continuing students (74 per cent black and 55 per cent female) were supported.

· The South African Research Chairs Initiative (SARChI) increased from 72 to 82. The number of students and postdoctoral fellows supported under the research chair grants grew from 392 in 2007 to 514 in 2009.

· On 11 November 2009, under the DST-funded African Origins Platform, researchers at the University of the Witwatersrand’s Bernard Price Institute of Palaeontology announced the discovery of a new species of dinosaur. Scientists also described and named a new species of hominid, Australopithecus sediba, almost two million years old, which was discovered in the Cradle of Humankind World Heritage Site in 2008.

· The 2009/10 financial year saw the finalisation and approval of the Nanotechnology Public Engagement Plan, the implementation of which commenced during the reporting year. The Nanotechnology Research Plan, which focuses on nanotechnology research in the country for the delivery of strategic goals, was also finalised and distributed nationally at workshops.

· The National Photonics Strategy was approved in the reporting year, paving the way for the commencement of the development of this area of science in 2010/11.

· The third SADC workshop on Indigenous Knowledge Systems (IKS) policy development and regional cooperation was hosted from 22 to 24 June 2009 in the Republic of Seychelles. The primary aim of the third workshop was the development of a Plan of Action (2009-2010) for the establishment of a regional framework for the protection of IKS.

· The DST, in partnership with the Office of the Premier of Limpopo, hosted the 2009 IKS Expo from 3 to 6 November 2009 in Polokwane.

6.5
Programme 5: Socio-Economic Partnerships

The Socioeconomics Partnerships Programme, consisting of three sub-programmes, aims to serve as a strategic partner within government and with industry, contributing to South Africa’s transition to a knowledge economy. This programme received R1.2 billion of the total appropriation and under-spent by R27.5 million. Some of the outputs reported for this programme in the 2009/10 Annual Report are:

· The funding support for a multi-purpose fluorination plant was finalised.

· The formalisation of the titanium centre of competence is in progress; to date 60 students have been involved in this programme.

· The DST is contributing to Government’s Competitive Supplier Development programme. Twenty-eight companies were selected to receive technology assistance packages from the Department.

· Programme 5 is currently piloting the Community-University Partnership Programme (CUPP) at four rurally based universities (i.e. the Universities of Fort Hare, Limpopo, Zululand and Venda) over a period of three years (2009/10 to 2011/12). CUPP is a key outcome of the Human and Social Dynamics Grand Challenge and seeks to act as a catalyst for solving problems, facilitating development, sharing lessons, generating knowledge and adopting new techniques and innovations. Universities based in poor and underdeveloped rural and urban communities can play a pivotal role in helping residents to contribute information to decision-making, as well as contributing to a better understanding of the issues, choices and concerns in the community.

· The DST supports a number of technology transfer initiatives to address the challenges of poverty reduction from the perspective of using science and technology for creating sustainable livelihoods. The initiatives are organised under three thrust areas, i.e. demonstration agronomy science (including bioprospecting in essential oils and scientifically proven indigenous medicinal plants), aquaculture and the diversified post-harvest beneficiation of natural resources.

7. Committee’s Observations
The Committee found it difficult to work within the limited time available between receipt of the reports and engaging with the entities. This was aggravated this year by the fact that most reports were tabled during the September recess. This put extreme pressure on the members who had limited time to read and analyse the reports before the entities appeared before them. 
In undertaking oversight of the programmes and projects of the Department, the Committee noted the strengths and weaknesses of the work during the 2009/10 financial year.  
Although the Department attained an unqualified report, the Committee expressed reservations on the incompleteness of reporting on more than half of their targets/activities.  
This further reflected in the change of format of the annual report for the year under review. Members found it difficult to monitor and compare outcomes to targets attained from the strategic plan to the annual report.  
The Committee found it difficult to proffer comprehensive insights on the performance of the Department due to the limitations posed by the presented information in the annual report. 
Furthermore, the lack of information within source documents compounded the matter and confused members about whether underreporting could be attributed to the Department being under resourced, weaknesses in reporting systems or lack of skilled staff in capturing performance information accurately.
The Committee noted that high-level posts within the Department have been vacant for an extended period.  The Committee also noted from the AG’s findings that an updated and approved HR plan for the 2009/10 medium-term expenditure framework period was lacking.
The Committee observed that the targets set for PhD production, the South African Research Chairs Initiative and the percentage of Gross Domestic Product expenditure on research & development (R&D), as encapsulated in the 10-year Innovation Plan, are unlikely to be met. In light of the above, the Committee questioned whether these targets needed to be reviewed. 

The Committee had raised its concern with the Department about the feasibility of the Department’s request for entities to cut their budgets, given the enormity of the mandate of entities such as the NRF and CSIR. 
The Committee noted the important role that agencies such as the Technology Innovation Agency (TIA), South African National Space Agency (SANSA) and the National Intellectual Property Management Office (NIPMO) have to play in facilitating the development of cutting-edge science and technology capabilities in the country. The Committee therefore urged the Department to support these agencies to become fully operational and advance their mandates to the fullest extent. The Committee expressed its concern about the lengthy period of time it took to establish TIA.  
The Committee commented on some general areas where it foresaw that DST could to make a more meaningful input and impact: 
Members encouraged the Department to play a much more visible role in the country’s Climate Change agenda, this in the light that South Africa would host the COP17 Conference in 2011. Related to this is a continued advisory role that the Department should play towards South Africa’s commitment of a 40% emission reduction versus Eskom’s Build Programme, which includes building fossil fuel based power stations. 

The Committee recognizes that science and technology is a cross-cutting discipline and therefore encourages that the Department strengthens its interaction with its national departmental counterparts. Specific references were made to Education, Health, Environment, Energy and Agriculture.  

With regard to the Department of Energy, the Department should strengthen its role and support in the advancement of renewable forms of energy.  Based on oversight activities embarked upon, the Committee’s view is that much of the research done in the area of renewable energy technologies seems uncoordinated, limited and could do with more funds.
Members are keen to see the Department, with its counterpart, the Department of Trade and Industry clarify their respective roles in the forthcoming International Astronautical Congress, which South Africa will host in 2011. 
8. Recommendations
1. The Committee recommends that the Department make concerted efforts to correct the shortcomings of incomplete reporting as highlighted by the Auditor-General. 
2. The Committee advises that the Department reverts to the previous format of reporting, in tabular form, illustrating clear targets and achievements and ensures that the annual report is aligned with the Corporate Strategy.
3. The Committee recommends that the Department ensures that systems and proper resources are in place to facilitate that there is a complete report on the achievement of targets as set out in its strategic plan.

4. The Department should strengthen its oversight function over the Africa Institute of South Africa (AISA) to ensure that reporting of information by this entity is consistent and that their financial operations are within the confines of Treasury Regulations and the PFMA. AISA’s role within the science system also needed to be clarified.
5. The Department should brief the Committee on its vacant posts and their overall HR plans. Vacancies should be filled within a reasonable amount of time and that the Committee is updated about the challenges experienced in filling the posts.
6. The Committee recommends that a workshop be held with the Department, inclusive of all relevant stakeholders, on the PhD programme and on percentage of GDP expenditure on R&D to discuss the challenges and to work towards formulating a way forward. 

7. The Department should brief the Committee on the roles and mandates of the Space Council, SA National Space Agency and explain how this links to the Space Agency legislation and fits into the Science and Technology fold. 

8. The Committee recommends that the Department keep it informed of the programmes and activities of the Department. This would improve communication and facilitate alignment of the Committee programme with some of the key activities of the Department and its entities.  

9. Conclusion
The Annual Report, as well as briefings by the Department and its entities show that the Department is progressing in the implementation of its priority areas. The Committee is confident that the Department is able to correct the challenges experienced in its final reporting of performance targets. 

The Committee took cognisance of the fact that DST is not a service delivery department.

The Department pointed out its area of delivery shortfalls and attributed this to a range of reasons, some of which comprised inadequate financial resources, inherent delays of the legislative process and the framing of multi-year activities as a single performance event and/or output. The Committee, however is still of the view that the identified shortfalls can be corrected.

The Committee, having assessed the work of the Department through the annual report as well as expenditure patterns through the mid-term review, commended it for attaining an unqualified audit opinion in the 2009/10 financial year, and for spending 98% of its budget.  

Report to be considered.
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