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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  

The unfolding global economic recovery is marked by a sluggish pace, strives and a raging crisis 

particularly in the Euro Zone. The fiscal and monetary stimulus measures that governments in 

the US, Japan and in Europe implemented helped to lessen the grave impact of the global melt 

down.  

These stimulus packages, however, are not without limits, particularly in the context of the 

current crisis which is largely of a structural nature than cyclical. Major structural changes to 

the global economy will have to be introduced to avoid the recurrence of the crisis, and for a 

sustainable recovery that will put the global economy on a new trajectory for the advancement 

of human development.  

Whereas, in the beginning there were signs of a common global response, lately there seem to 

be more inwardness and strives among different countries, both individually and as groups of 

regions. These struggles have manifest in the devaluation of currencies for enhanced 

competitiveness in exports markets and through the employment of measures that seek to tilt 

the balance of global trade in biased ways.  
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The developing and emerging economies will bear more of the brunt of this sluggish recovery 

and strives. Poverty, underdevelopment and mass unemployment have aggravated social 

exclusion and political alienation in developing countries. Mass unemployment has also visited 

developed countries in Europe and in America. The structure of the global economy must 

therefore be changed to serve the people better. For the economy is about production and 

consumption for satisfying human needs. 

 John Gray, a professor at the London School of Economics, is therefore correct when he 

asserts, in his book, False Dawn: The Delusions of Global Capitalism, that: “A basic shift in 

economic philosophy is needed. The freedoms of the market are not ends in themselves. They 

are expedients, devices contrived by human beings for human purposes. Markets are made to 

serve people, not people the market.”      

Although the South African national economy shows signs of improved progress in the recovery 

pace, the national economic recovery remains slow and is marked by a struggle of having to 

deal with impact of the raging global crisis on our national economy. The resultant capital 

inflows negatively affect our exchange rate and devastate our export market competitiveness. 

The fact of our struggling manufacturing sector is partly as a result of a weakened demand in 

exports markets, particularly the Euro Zone since we do a third of our trade that side.  

Even though our mass unemployment predates the recession and is structural in nature, the 

current economic crisis has put a more serious strain on efforts for employment creation and 

contributed in marginally increasing our unemployment.  

Consumer spending is beginning to pickup even though it is still below the prerecession levels. 

The Reserve Bank has been lowering interest rates so as to stimulate the economic 

participation of consumers, households and companies.      

The performance of the Free State provincial economy has been below the national average, in 

the recent period. The mining sector in the province continues to put-up such poor 

performance as though it is waning. The embattled financial and insurance services sector in 

the province, which is also one of our largest sectors, continues to show up poor performance. 
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The results of our poor economic performance as a province are such that we have the slowest 

of growth and recovery pace among the nine provinces. We are doing a lot as a Provincial 

Government, led by the Premier, to stimulate the economy so that there can be more 

expansion of productive industrial capacity to employ thousands of the unemployed. Our 

efforts are always more geared towards mobilising more resources, capital, SMME 

development, skills development and education for the province.  As the Province we have 

already started work to actively participate and make a meaningful contribution to the New 

Growth Path recently adopted by the National Cabinet.  The new growth path sets a target of 

creating five million jobs in the next 10 years, a reduction of unemployment from 25 percent to 

15 percent. The growth plan will concentrate on six economic sectors that have the potential to 

generate growth and jobs: Infrastructure, including transport, energy, water, communication 

capacity and housing, agriculture, mining and beneficiation, the green economy, the 

manufacturing sector and tourism.  

Honourable Speaker, the growth and development of the Free State and its people is a task that 

goes far beyond government. The role of other sectors and key stakeholders has long been 

acknowledged. Given our joint responsibility in improving the lives of ordinary people in the 

Free State, the scarcity of resources makes it crucial for all stakeholders to work together. In 

this regard, whilst not undermining the role of other stakeholders, higher education institutions 

in the Free State have a much bigger role to play in ensuring that opportunities arising from the 

province’s unique and strategic position are not missed as has been the case in the past. As 

government, we demonstrated our commitment towards skills development in the current 

financial year by awarding bursaries to 2536 students at a cost of R126 million. We did this not 

only as a tangible investment to our youth, without whom this province has no future, but to 

confront the lack of capacity and the skills mismatch which are often reported to be critical 

impediments to our growth and development. It is therefore vital that the higher education 

sector in the province begin to channel resources to develop scarce and priority skills such as 

civil and electrical engineering, agricultural sciences, chartered accountancy, medicine, 

veterinary sciences, mathematics, ITC and environmental science in the province. This is the 

kind of partnership that we want, the partnership that we owe the people of this province! 
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2010/11 Provincial Adjustment Budget  

This adjustment budget continues on our trajectory of expansionary and stimulus fiscal policy 

for economic growth and development. As we know, this adjustment budget is tabled in 

keeping with the prescripts of the Public Finance Management Act.  It is necessitated by the 

need to cover, among others;  

 for the appropriation of funds that have become available to the province, 

  unforeseeable and unavoidable expenditure,  

 the shifting of funds between and within votes or to follow the transfer of functions , 

 utilization of savings  and e roll-over of unspent funds from the preceding financial year. 

In addition to this we also adopted principles that guided us in allocating this adjustment 

budget to departments. These guiding principles include:   

• Suspension of funds from non-spending or slow spending departments/ programmes to 

fund key funding priorities of government.  

• Suspension of funds from compensation of employees in cases where funded vacant 

posts have not yet been filled. 

• Departments should also, voluntarily identify areas of available resources within their 

votes. Departments to reprioritize spending away from non-core items. 

• Departments should fund some of the shortfalls on Operation Hlasela projects in the 

2010/11 financial year from within their current allocations.  

Funding Available for 2010/11 Adjustment Budget  

The total funding available for this adjustments budget is R656.5 million. The sources for this 

budget include Approved Conditional Grants for Rollovers to the tune of R10.3 million, 

additional Equitable Share which covers Improvement in Conditions of Service with an amount 

of R237.3 million and a further R20.7 million for Occupation Specific Dispensation (OSD) for 

Health.   
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The National Treasury also gave us money for additional Conational Grants to the tune of R72.6 

million and this money will cater for Further Education and Training Grant, HIV/AID Grant as 

well as Devolution of Property Rates Grant. Provincial Reserves contributes R285.6 million to 

this adjustment budget. And the Provincial Own Revenue has been adjusted to R30.1 million 

for this budget.  

Own Source Revenue Collection  

We need to acknowledge the sterling work the province has done and continues to do with 

regards to the important function of revenue collection. A robust revenue collection strategy 

can serve as an austerity measure during these trying economic times. And it’s a practice whose 

momentum should be sustained throughout. By end of September this year we had collected 

more revenue than we had planned, thus allowing us to increase the projected revenue of R647 

million by an additional R30 million.  

Going forward, a range of revenue enhancement options and strategies are being considered, 

details of which will be announced in February 2010. These include amongst others:  

• Recovery of outstanding debt  

• Scaling up revenue collecting at resorts and reserves 

• Improve commercial viability of MACUFE 

• Government Properties 

• Weighbridges  

• Review of Motor Vehicle licenses 

• Payments of Revenue by departments into the  Provincial Revenue Fund 

• Accountability for revenue performance by principal receivers of revenue  
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More Funding to Service Delivery  

In an attempt to release more funds towards the much more needed public services, we have 

since saved certain costs and redirected some funding from certain administrative items, we 

could afford to sacrifice. These items include furniture, cell phones, advertising, travelling and 

subsistence and catering.  From these savings we are going to be able to avail R67 million form 

Provincial Departments towards service delivery and cover costs of Public Viewing Areas for the 

2010 FIFA World Cups.   

Adjustment Budget Allocations for Departments  

Education is allocated an additional R192.1 million and Health gets an additional R155.6 

million. And together they  get the biggest slice of this adjustment budget, 53 percent, which is  

R347.7 million out of R656.5 million which is the total funding available in this budget.  

In Education this money is going to cover, among others, HIV& AIDS programmes, National 

School Nutrition, Bursaries, Learning & Teaching Support Material, FET colleges and ICS.      

Whilst in Health, this allocation will cover costs for the 2010 World Cup Preparation Strategy, 

HIV Counselling & Testing Campaign, Occupational Dispensation, PDMS, Artisans, Mobile Clinics 

and an HIV & AIDS Grant.   

These allocations to Education and Health give concrete and meaningful expression to our 

policy of key priorities for building a better life for our people.  

COGTA (the Department of Cooperative Government and Traditional Affairs) gets an additional 

R57.1 million which cover, among others, assistance to municipalities, job creation in Operation 

Hlasela, transversal projects in municipalities as well as Operation Clean Audit.    

The Department of Public Works and Rural Development receives an additional allocation of 

R114.7 million, which is mainly for payment of rates and taxes, Hlasela projects, other 

infrastructure projects including EPWP and Rural Development. Infrastructure development 

remains very key for stimulating economic growth and facilitating social development.  
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The Department of Police, Roads and Transport receives an additional R60.1 million, mainly for 

Roads maintenance and Harrismith Logistical Hub.   

Agriculture will be allocated an additional R2.5 million. This is after taking into account 

additional R5 million for disaster management, R967 thousand for Letsema programme, R2.5 

million for ICS and a reduction of R6 million towards other provincial spending pressures. 

The Department of Sport, Arts, Culture and Recreation is allocated R14 million additional for 

covering costs incurred during the 2010 FIFA World. Hela Yalo Africa!!! Part of this additional 

allocation will be for the enhancement of sports infrastructure in our townships.  

The Department of Human Settlements gets R46.3 million mainly for top up funding for 

housing construction.   

The Department of the Premier gets R26.2 million which will help the Department spearhead 

policy coordination and provide leadership to the rest of the Provincial Government.  

Review of Government and Way forward: Mid Term Budget Policy Statement 

(MTBPS)  

 

Honourable Speaker, going forward, our medium term fiscal framework is guided by certain 

macroeconomic fundamentals. GDP is projected to follow a positive growth path from 2010, 

whilst household consumption, the largest component of GDP, is projected to remain weak 

relative to pre-recession times as households reduce their considerable debts. Private sector 

investment is forecast to show signs of recovery in 2010, but it is not expected to reach pre-

recession levels in the near future. Higher commodity prices are expected to be the driver of 

this recovery. CPI is projected to remain within the target range for the MTEF period.  

Speaker, the structure and performance of the provincial economy remains our concern, 

especially considering the province’s declining contribution to national output. This tells us that 

a key focus of economic policy for the Free State province must be to achieve and sustain faster 

growth over an extended period of time to significantly increase labour absorption. For this to 

happen policies and interventions must be directed towards industries and sectors that are 
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labour intensive and have potential for growth. In fact, the growing army of the discouraged 

work-seekers in the province is quite concerning. As the world economy recovers from the 

recession, policymakers in many developing and developed economies face the daunting 

challenge of reducing unemployment from the unacceptably high levels and relatively slow 

recoveries in many of the economies have compounded to this mammoth challenge.  

 

Honourable Speaker, whilst the Free State Province managed to remain within the adjusted 

provincial allocation in all three years under discussion, the increasing inability of departments 

to spend the allocated budgets is concerning.  During the 2007/08 and 2008/09 financial years 

the Free State Province spent 98.9% of the adjusted allocation of each year, whilst expenditure 

was lower in the 2009/10 financial year at 97.1% spent, representing under-spending of over 

half-a-billion Rand. Preliminary mid-year reviews suggest that the province will over-spent by 

half-a-billion in 2010/11. The adjusted budget has been allocated so as to deal with service 

delivery needs, so it is important that departments spend all the allocated funds.  

Infrastructure plays a dual role in the regional economy, namely an improvement in the 

region’s economic activity and an improvement in the living conditions. The centrality of the 

province makes for a compelling case for targeted massive infrastructure investments to boost 

economic growth, tourism development as well as job creation. It is indeed against this 

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

budget in the next MTEF budget. The infrastructure challenges currently experienced in the 

province require a new and innovative approach, both in planning and delivering of public 

infrastructure. In the process, short-term sacrifices will have to be made in order to attain 

sustainable long-term developmental objectives.  

Local government is another area that poses a huge challenge to government. This is mainly 

underscored by the fact that local government is at the coalface of service delivery. Several 

interventions have been made and must be strengthened going forward. Details of these can be 

found in the Medium Term Budget Policy Statement document that we are tabling today.  
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Conclusion  

Honourable Speaker, we have deliberately used this opportunity to review a number of issues 

that are instrumental in the delivery of services to our people. We believe that this pause to 

better understand the challenges that we are faced with will afford us an opportunity to plan 

better and thereby accelerate service delivery to our people, especially the vulnerable and the 

poor! The loud yearn of our people for speedy and quality service delivery coincides with the 

Government’s urge to deliver more and better. The need for economic development that 

benefits all, particularly the poor and the unemployed will for some considerable time, in the 

medium to the long term, serve as a base upon which major political struggles are to be fought 

in the terrain of our burgeoning democracy. In this context Government must scale up 

economic programmes for job creation, for sustainable development and growth of our 

economy at and all its sectors, for poverty reduction and equal distribution of wealth and 

income. 

Speaker, during this very significant period for our government, millions of our people and 

international community are engaged in 16 days of activism for non violence against women 

and children. We remain firmly committed to the ideals of this very significant programme. 

With and for our people, this Democratic Government shall not fail! 

The 2010/11 Provincial Adjustment Budget and the Provincial Medium Term Budget Policy 

Statement are hereby tabled.  

I thank you! 


