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Honourable Speaker; 

Honourable Premier; 

Members of the Provincial Executive Council; 

Members of the Free State Legislature; 

Distinguished guests; 

Members of the Media,  

Ladies and Gentlemen: 

 

THE ECONOMY IN CONTEXT: GLOBAL, NATIONAL AND PROVINCIAL  

 

We table this 2011 Adjustment Budget amidst a weakening recovery from the ranging world 

economic crisis. The Euro meltdown has burst again, with Greece at the boiling point. This crisis 

affects South Africa because we do more than 30 per cent of our export trade with Europe. The 

recent G20 Summit should be welcomed particularly since it put emphasis on fostering 

employment and social protection, building a more stable and resilient international monetary 

system, and addressing food price volatility. 

 

The South African economy is also growing at a slow pace and employment creation is also at a 

very low rate. Whilst the growth rate of the Free State province continues to be below the 

national average, the Province’s performance on employment creation shows signs of 

improvement even surpassing the majority of other provinces.   

 

The continuing economic crisis requires more prudency and efficiency in deploying the 

resources made available in the Government’s budget. We should even be more concern about 

our possibilities for job creation and economic development, because the crisis which began in 
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2008 caught us when we already had high levels of unemployment, poverty and 

underdevelopment.  

 

With regards to infrastructure spending, our concern is made double by the stimulus role we 

have assigned to infrastructure development in our New Growth Path. The multiplier impact of 

infrastructure development should result in direct and indirect massive employment creation, 

improved efficiencies in the functioning of the economy and the development of the 

construction industry and supplier industries. That is why as the Province, we insist on prudent 

spending of all funds allocated for infrastructure on time. We are even strengthening our 

monitoring and reporting capacity for early detection and correction of any under expenditure 

on infrastructure.   Also because of the centrality of infrastructure development in the Growth 

Path, we channeled most of the additional adjustment budget to roads and housing. 

 

2011/12 PROVINCIAL ADJUSTMENT BUDGET  

Honourable Premier, the legislative requirements and conditions of an adjustment budget are 

now known to all, so I will proceed to sketch the context of this adjustment budget. The current 

expenditure patterns within Provincial Departments are relatively on par with the norm, except 

that of infrastructure which is relatively below. Because the provincial fiscal framework is under 

tremendous constrains, provincial departments must continue to re-examine their baselines, 

scale down spending on low priority programmes, and improve efficiency on supply chain 

management and service delivery. The departments are encouraged to reduce wastage and 

reprioritize savings towards government priorities.  

 

FUNDING AVAILABLE FOR 2011/12 ADJUSTMENT BUDGET  

The total funding available for this adjustments budget is R982 million. This amount excludes 

R15.6 million for Social Sector Expanded Public Works Incentive Grant to Provinces which was 

unallocated during the tabling of the main budget in March 2011. The sources for this budget 
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include rollovers to the tune of R268.8 million, additional funds amounting to R201.7 million 

and R199.6 million for Improvement in Conditions of Service and Conditional Grants, 

respectively, R258 million from Provincial Reserves as well as R53.8 million from Provincial 

Own Revenue. Speaker, it is worth mentioning that our exclusive focus on the provincial own 

revenue is beginning to bear fruits. The upward adjustment we make today is 79 per cent 

higher than last year’s. With the Provincial Revenue Enhancement Strategy having been 

adopted by the Executive Council for implementation, we anticipate substantial growth in this 

source of revenue going forward.    

 

PRIORITIES & PROGRAMMES FUNDED THROUGH THIS ADJUSTMENT BUDGET  

Speaker, if we are to take advantage of the strategic centrality of our province, then we need to 

recognise the importance of developing a world-class infrastructure. When we tabled the 

Provincial Medium Term Budget Policy Statement last year, I hinted that “it is indeed against 

this conviction that the Free State Provincial Government continues to increase its 

infrastructure budget in the next MTEF budget”. Consistent with this, when we addressed this 

house in February this year, I mentioned that “infrastructure is the base on which to build a 

modern industrial economy…that there are huge opportunities for job creation in 

infrastructure development”. I am pleased to announce that according to Statistics South 

Africa, unemployment in our province went down by 4 per cent in the last twelve months and 

by close to 3 per cent in the last three months. More importantly, of all the economic sectors in 

the province, the public sector recorded the highest growth in employment of 13.9 per cent, 

translating to the creation of 24 thousand jobs over the last 12 months. 

  

This now brings me to the key priorities and programmes funded through this adjustment 

budget, and they are as follows: 

 R317.5 million - Road maintenance  

 R201.7 million - Improvement in the conditions of service  
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This amount is allocated to various departments with a view to address the shortfall in 

salary adjustment of 1.3 per cent between 5.5 per cent and 6.8 per cent.  

 R188.9 million - Other Infrastructure 

The other infrastructure includes amongst others the renovations of schools, houses, 

hospitals and clinics. R10 million of this is allocated to the Department of Human 

Settlements for the completion of incomplete houses through Expanded Public Works 

Programme in collaboration with the Department of Public Works. 

 R79.1 million - Disasters & Emergencies  

This allocation is earmarked for areas which were affected by the disasters in January and 

February this year. The allocation will cover affected schools, roads, bridges, clinics,  

hospitals as well as houses.  

 R46.6 million - Bursaries  

 R41.4 million – Further Education & Training College Grant 

 R30.6 million - Arts and Culture 

 R30 million - Agriculture & Rural Development (Mohoma Mobung)  

The Mohoma Mobung Development Programme is aimed at resuscitating agriculture in the 

province through  improving primary production levels amongst small-holder farmers and 

channel these volume into a common value chain to achieve food security, food 

affordability and sustainability in production. This programme will be implemented in 

partnership with various role –players, strategic partners and potential investors 

 R15.5 million – Social Sector Public Works Incentive Grant to provinces 

 R9.6 million – National School Nutrition Programme 

 R8.2 million - Prescribed textbooks 

 R5.3 million - Operation Clean Audit 
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THE WAY FORWARD: PROVINCIAL MEDIUM TERM BUDGET POLICY STATEMENT 

(MTBPS)  

 

Speaker, it is becoming increasingly clear that without any major shake up, we will not be able 

to overcome the developmental challenges that we have as a country and as a province. The 

first draft report of the revised Free State Growth and Development Strategy confirms that the 

issues that we face today as a province are, to a great extent, social challenges of historical 

accumulation and these include: 

• Weak Sector Growth as shown by the decline in gold-mining; reduced significance of 

conventional agriculture as well as the lack of new growth sectors; 

• Spatial and Infrastructural weaknesses shown by the inability of the province to benefit 

from developments around itself; the problem of small-town decay as well as poor physical 

and social infrastructure; 

• Impediments in the development environment evident in amongst others the growing 

iniquities and social divisions.  

• There is thus a clarion need to do things differently. We need to develop a shared vision 

for the Free State based on its strategic location. Such vision should assist to re-position 

the province as an enabler for economic growth and development in the country. To this 

end, a task team has been established to craft a long-term economic development 

framework for the province. We need to earnestly and relentlessly propel Free State’s 

business case to National Government, national State-owned enterprises, and the private 

sector. We need a paradigm shift and BIG PUSH to alter the transformation path of our 

economy by strengthening the secondary sector and tertiary sector, with economic 

growth, job-creation and poverty reduction at the heart our new growth path. 
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The threat posed by the global economy is not an illusion, but a reality. The continual 

downward revision of growth projections necessitates prudency in the disbursement and 

utilization of scarce public resources. Moreover, reliance on public sector government as the 

engine for growth and job creation is misplaced. In summing up the fiscal framework, 

Minister Gordhan warned: 

“Budget deficits and continued rising debt erodes the space for fiscal and monetary policy 

responses to future downturns. For the next three years, the aim is to moderate spending 

growth, combined with a recovery in tax revenue, so that national debt will be stabilised as a 

percentage of GDP. ….We must borrow to invest in infrastructure – not for government 

consumption.” 

Certainly going forward, composition of the provincial budget must change to give more 

expression to the stimulating role in the identified jobs drivers, as spelled in the New Growth 

Path. And this context, the role of the private sector and its collaboration with government will 

find also expression. 

Speaker, the recent Local Government Budget Review highlights the significant deterioration in 

the state of financial management in municipalities. It cites the following as some of the major 

factors contributing to this deterioration:  

 High turnover and suspension of senior managers; 

 Poor financial management capacity in the Budget and Treasury Offices (and key service

 delivery departments); 

 Badly managed procurement processes.  

 

To assist the municipalities in the recovery of debt owed by government departments, 

Provincial Treasury has implemented an intervention strategy by establishing a debt recovery 

task team. It is important that Mayors and Accounting Officers at municipalities ensure that 

there is strong synergy and cohesion between the Integrated Development Plan, the Budget, 
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the Service Delivery Budget Implementation Plan and the Performance Management System. 

Whilst Provincial Treasury, together with the Department of Cooperative Governance and 

Traditional Affairs would continue supporting municipalities, the primary responsibility to 

avoid, identify and resolve financial problems in a municipality rests with the municipality itself. 

It is therefore incumbent upon the political and administrative leadership at the municipalities 

to be vigilant with regard to early identification of financial problems that would threaten their 

service delivery obligations  

 

CONCLUSION  

I take this opportunity to thank the Premier and the Executive Council for the guidance in the 

preparation of this adjustment budget under such constraining pressures, with limited 

resources and competing priorities. I also appreciate the administrative and technical support 

of the of the entire Provincial Treasury team led by the CEO. 

Honourable Speaker, I take this opportunity to invite all the stakeholders to join us in charting a 

new growth path for the province, a path that will be both difficult and exciting to navigate, a 

path that will enjoin us to the fulfillment of a common vision for our province, a path that will 

bring the fruits of economic freedom to all our people.  

 

The 2011/12 Provincial Adjustment Budget is hereby tabled.  

I thank you!   

 


