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The image of the protea is used to illustrate this year’s annual report. The protea is a survivor flower, one that has thrived for
some 300 million years in often harsh conditions. The giant or king protea is South Africa’s national flower.

The protea derives its beauty and grace from its steady stalk and strong, radiant flower. Proteas are social plants, growing in
close proximity to one another and forming communities: individual plants protect one another from prevailing winds, creating
a dense cover that keeps the soil cool and reduces the rate of evaporation.

This unique and strikingly beautiful flower is an important symbol of our national heritage. It is also synonymous with the
theme of this annual report: hope and resilience.

The protea is hardy and adaptable. It evokes a sense of pride and endurance in difficult times. Like the protea, South Africa’s
democracy and its people strive, adapt and survive.

During 2008709, South Africa faced a stern test as the global financial system convulsed and much of the world went into
recession. It is therefore appropriate that we use a national symbol with qualities that reflect the nation’s courage and tenacity.
In addition, during the reporting period, government successfully carried the initiative to unify all of our national sporting
teams under the emblem of the protea.

Submission of the Annual Report to the Executive Authority

To the President of the Republic of South Africa, Mr. Jacob Zuma, I have the honour to submit to you, in terms of the
Public Finance Management Act (1999) the annual report of The Presidency for the period 1 April 2008 to 31 March 2009.

Trevor Fowler

Chief Operations Officer and Accounting Officer
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The period covered by this annual report marked the end of the 2004-2009 electoral

mandate.

During the State of the Nation Address in January 2008, then-President Thabo
Mbeki outlined a series of mitiatives to step up the pace of delivery and demonstrate
a greater sense of urgency to achieve government’s goals, including the “apex”
priorities further to boost growth and eradicate poverty. These mitiatives formed a

major part of government’s work during 2008/09.

The past five years were characterised mainly by sustained economic expansion and
more rapid job creation. Better revenue collection further strengthened government’s
ability to increase social spending, with the result that more than 13 million South

Africans now receive support in the form of social grants.

Government’s public sector investment programme resulted in the construction of
more housing units, improved transport systems, and expanded access to electricity,
water and sanitation. All of this has contributed to improved living conditions for

millions of our compatriots.

Despite these achievements, however, government remains deeply concerned with the
stubborn persistence of poverty and rising inequality. The demand for efficient services
continues to increase, and improvements in the quality of education and health care are

urgently required. The poor are most affected by the rising food and fuel prices.

Moreover, government can no longer count on largely favourable global economic
conditions to support South Africa’s path of growth and development. The global
financial and economic environment deteriorated sharply in the closing months of 2008.
Although the domestic economy has been resilient and better prepared to deal with
the crisis, it was nevertheless, affected in an indirect way by the world economic crisis
and its subsequent effects on trade, investment and employment. These developments

threaten to curtail some of the gains made by South Africa over the past five years.

Government is working to address these challenges in a period characterised by tight
lending conditions and greater international volatility. While sound macroeconomic
and fiscal policies have helped to stabilise our economy in the face of this global storm,

the economy entered a recession during the latter part of the reporting period.

Government has remained committed to partnerships with business and labour to anchor

economic growth and protect our economy from the worst effects of the crisis. Our



countercyclical fiscal approach prioritises
public-sector investment, which is helping
to provide a medium term stimulus while
developing the long-term infrastructure
investments needed for our economy to
grow more rapidly in future. Government
is also extending its skills development

programmes to address constraints.

The presidential economic working group,
which brings together organised labour,
business and government, developed
a framework to address the crisis. The
framework prioritises protection of the
poor with an emphasis on mitigating job

losses.

During the reporting period government
finalised its anti-poverty strategy. The War
on Poverty campaign was designed to
raise the profile of anti-poverty initiatives
across various departments and spheres
of government. The campaign includes
identifying specific households and
individuals in dire need to alleviate their

plight.

Interventions continue to address the
economic dimensions of the anti-poverty
strategy. These initiatives are creating more
employment, improving the way people
participate in the economy, increasing
their ability to gain and secure assets, and
improving the distribution of returns from

economic activity.

The countdown to the FIFA World Cup
continues to motivate South Africans and
the world. Preparatory work remains on
track for South Africa to showcase the
country’s abilities in this massive sporting
event. It is hard to believe, but by the time
that The Presidency’s next annual report
appears, the first World Cup on African
soil will be a matter of history! South
Africa is gearing to maximise the economic
benefits of this event, while recognising
that it can also boost nation-building and

social cohesion.

We have made important strides in
advancing the African agenda. South
Africa, mandated by the Southern African
(SADC),
facilitated dialogue thatled to the formation

Development Community
of an inclusive government in Zimbabwe.
South Africa assumed the chair of SADC
and is committed to strengthening regional
political unity and cohesion. We have
remained actively engaged with the African
Union (AU) and the New Partnership for
Africa’s Development (NEPAD).

South Africa has continued working
towards restructuring multilateral
institutions such as the United Nations
(UN). Our two-year term as a non-
permanent member of the UN Security
Council came to an end in January 20009.
The impact of South Africa’s participation
went far beyond anyone’s imagination.

South Africa has also promoted dialogue

between developed and developing nations

through participation in the Group of 20
(G20).

As we tackle the challenges of the
future, we would like to acknowledge the
commitment and hard work of Presidents
Nelson Mandela, Thabo Mbeki and
Kgalema Motlanthe, as well as their former
deputies and the former ministers in The
Presidency. We commend the executive,
the legislature and the judiciary for their
continuing commitment to transform our

country over the past 15 years.

Inlight of the current economic turbulence,
we recall the spirit of hope and resilience
that infused the struggle for democracy,
and call on all South Africans to work in

partnership for a better life for all.

Frank Chikane

Secretary to Cabinet*

*Rev. Chikane’s contract as Director
General in The Presidency ended on 31
October 2008, following which Mr Trevor
Fowler became acting Director General
Rev. Chikane continued his duties as
Secretary to Cabinet until the end of the

reporting period.
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Chief Operations Officer and
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The Presidency is guided at the broadest level by the Constitution, and more

specifically by government’s Medium Term Strategic Framework (MTSF) and the

Programme of Action.

The role of The Presidency is to lead,
plan, coordinate and communicate the
strategic agenda of government. The
Presidency contributes to the creation
of a better life for all by strengthening
the developmental state, enhancing
South Africa’s role internationally, and

facilitating partnerships in this regard.

This annual report accounts for the work
of The Presidency in the final year of
the 2004-2009 electoral mandate, as
articulated in the strategic plan 2008/09-
2010/11. The report emphasises
achievements against measurable

objectives.

Key areas of progress during 2008/09

included:

e Updating the MTSF to take
account of adjustments in policy

implementation

e Improving coordination and
planning between national,

provincial and local government

* Developing and enhancing
institutional planning systems
ahead of the change of government
to ensure continuity in the work of
The Presidency and other national

departments.

During the reporting period, The
Presidency produced the MTSF
Annexure 2008 which reflected the
necessary adjustments for the remainder
of the electoral period that ended in
2009. Policy priorities during this period
remained unchanged. The Presidency
worked to implement the 24 apex
priorities set out in the 2008 State of the
Nation Address. These acted as catalysts
in government’s development agenda
and added momentum to realising the

Programme of Action.

The Presidency improved coordination,
planning and alignment between
national, provincial and local government
in 2008/09. The National Spatial
Development Perspective (NSDP)
provides a framework and mechanisms to
harmonise national priorities, provincial
growth and development strategies and
integrated development plans (IDPs). The
Batho Pele (people first) campaign works
to enhance the quality of service delivery
and the commitment of public employees
to their responsibilities. The need for
strong strategic development planning
capacity at the centre of government
was 1dentified and an operational plan to

implement this was developed.



The Presidency continued to improve

government-wide monitoring and
evaluation (GWM&E). The Presidency
published its second set of functional
indicators, the 2008 Development Indicators,
in July. Monitoring of implementation is
managed through regular reports from
directors general clusters to Cabinet
committees and in turn to Cabinet. The
Presidency provides support to the five
clusters of the Forum of South African
Directors General (FOSAD), which is
chaired by the Director General in The

Presidency.

The Presidency worked to streamline and
prioritise the legislative programme to
allow Parliament to pass urgent bills before
the 2009 election. Systems development
for the efficient management of the
legislative programme was advanced
with the adoption of a process map that

improved the quality of legislation.

The Presidency continued to promote
public participation through the izimbizo
programme, which facilitates direct
communication with communities and
enhances monitoring of service delivery.
The

provincial visits as part of her oversight

Deputy President conducted

role on governance.

During the reporting period, the majority
party in government decided to replace
President Thabo Mbeki with President
Kgalema Motlanthe. The Presidency

demonstrated flexibility and resilience
in the light of this special circumstance,
ensuring a seamless transition and

continuity in government’s work.

Ahead of the change of government
brought about by the April 2009 elections,
The Presidency implemented institutional
memory systems and a business continuity
plan to ensure a smooth transition to the

new administration.

The new administration inherits an

efficient, effective and transparent
Presidency, with institutional systems in
place. This will provide a firm foundation
to navigate the global economic storm and

other challenges over the next five years.

Despite amore difficult global environment,
The Presidency remains determined to
forge ahead and demonstrate our resilience
and commitment to the people of South
Africa.

I would like
management and all of the staff of The

to thank the senior
Presidency for their commitment and
contribution to meeting the responsibilities
of The Presidency during these challenging

times.

Trevor Fowler
Chief Operations Officer
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The Presidency aims to accelerate progress towards a South African developmental

state in which partnerships support a better life for all. Government’s strategic

objectives have been to enhance social, cultural and economic welfare by:

*  Accelerating the pace of growth and
the rate of investment in productive

capacity

= Supporting interventions to speed up

the pace of job creation

* Investing in community services and
human development, and providing a

progressive social security net

* Improving the capacity and
effectiveness of the state, including
combating crime and promoting
service-orientated public

administration

* Building regional and international
partnerships for growth and

development.

These broad objectives formed the
foundation of the 2004-2009 electoral
mandate, which came to a close with
South Africa’s fourth national and
provincial democratic election on 22
April 20009.

In addition to continuing work to realise
the broad medium-term objectives
outlined above, government identified
a number of priorities for the reporting
period, including the 24 “apex” priorities
set out in the 2008 State of the Nation

Address. In summary, these priorities

covered:

* Supporting interventions to speed up
infrastructure development

* Improving interventions directed at
poverty eradication and economic
inclusion of those on the margins

* Enhancing education and training

e Accelerating the advance towards the
achievement of health for all

e Revamping the criminal justice
system

» Strengthening institutional support for
gender equality, youth development,
the rights of people with disabilities
and children’s rights

* Enhancing the focus on key areas in
international relations, with emphasis
on African issues and south-south

relations.

The key themes for the 2008/09 reporting
period were set out in The Presidency’s
Strategic Plan: 2008/09-2010/11. This
report, noting that 2009 marks 15
years since the birth of South Africa’s
constitutional democracy, is further
informed by the findings of Towards a
Fifieen Year Review: Synthesis Report (October
2008).



the
reporting period included the following

Special circumstances during

developments:

* The global economic crisis intensified.
In response, government took a
number of decisive steps to maintain
macroeconomic stability, and to

strengthen domestic and international

partnerships. However, the serious
damage done to the global financial
system, world trade and investment
will have long-term consequences
for domestic growth prospects and,
consequently, government’s ability to

meet its objectives.

* The majority party in government
decided to recall President Thabo
Mbeki and replace him with President
Kgalema Motlanthe. Government
and The Presidency were required to
demonstrate flexibility and resilience
in light of this decision. The transition
took place in a seamless fashion,
ensuring continuity in the systems
of government, and underlining the
maturity of democratic institutions.

* To meet its end-of-term obligations,
The Presidency finalised its business
continuity plan to ensure a stable
platform for the government taking
office in May 2009.

MACROECONOMIC ISSUES

Government seeks to reduce poverty,
create jobs and expand opportunity for

millions of disadvantaged South Africans.

Accelerating the pace of economic
growth has been one key objective to
promote employment creation and social

development.

The South African economy grew by
5.4 percent in 2006 and 5.1 percent in
2007. During 2008, however, economic
growth slowed to 3.1 percent — despite
positive growth in agriculture, finance and
construction — as the country’s mining
and manufacturing sectors came under
increasing pressure from the electricity
emergency in the first quarter and the

deepening global economic recession.

For most of the pastfive years, government’s
prudent macroeconomic fiscal policies
dovetailed with strong growth in the world
economy. Fiscal policy continued to support
economic growth and development while
reducing South Africa’s vulnerability to
external factors. These policies have led
to a substantial reduction in public-sector
debt, which fell from 44 percent of gross
domestic product (GDP) in 1994 to 20
percent by 2008; by 2006 government was
running a fiscal surplus. Inflation declined
from 18.9 percentin 1991 to 11.3 percent
in 2008. The Reserve Bank continued to
build foreign reserves to over $34 billion

over the past five years.

The rise in tax revenues resulting from

strong corporate profits, improved

collection and increased compliance

enabled government to increase spending



on priority areas such as health, education

and improved public services.

Government adopted inflation targeting
in 2000. During 2008/09, inflation was
largely imported through global fuel and

food price increases, and the weakening
exchange rate. Inflation peaked at 13.6
percent in August 2008, well above the 3
to 6 percent target, before decelerating to

8.6 percent in March 20009.

RESPONSE TO THE GLOBAL
ECONOMIC CRISIS

The global financial crisis, which
accelerated rapidly in September 2008,
has had severe consequences for the
banking systems of developed countries,
and international production and trade.
While prudent macroeconomic and
fiscal policies have helped to cushion
South Africa from the effects of the
downturn, the economy has nevertheless
been affected, and during the first
quarter of 2009 South Africa slipped into

recession.

Export demand has fallen, access to
finance has become more restricted and
capital inflows have declined. Lower
demand has precipitated a scaling down
of production and in many sectors

companies are retrenching workers.

In this context, government’s policy

response is guided by five objectives:
- Protect the poor

- Build capacity for long-term growth
- Sustain employment growth

- Maintain a sustainable debt level

- Address barriers to growth and

investment.

In December 2008, the presidential
economic working group, composed
of organised labour, business and
government, met to consider a collective
response. The working group prepared
a framework to address the crisis and
to prioritise protection of the poor and

vulnerable.

Government continues to pursue a
countercyclical fiscal policy. Broad
stimulus measures include continuing
the public-sector capital investment
programme to the value of R787 billion
over the next three years. To address
job losses, public-sector employment

programmes will be stepped up.

Government intends to sustain and
expand social expenditure through the
social grants system, which supports more

than 13 million South Africans.

The private sector has agreed to explore
alternatives to job losses and to reskill
employees in anticipation of economic

recovery.

A robust regulatory framework, which has
helped to shield domestic banks from the
worst effects of the global crisis, is being
enhanced. The new Companies Act
(2008) strengthens corporate governance.
The Competition Amendment Bill
(2008) empowers the authorities to
ensure competitiveness and market

transparcncy.

Various measures have been discussed to
enhance supportive fiscal and monetary
policies. Government may consider

targeted support in some sectors.

At an international level, South Africa
continues to engage in forums such as
the G20 in support of a more equitable

global financial system.



Government remains committed to a
sound macroeconomic and fiscal stance.
In addition to addressing the acute
challenges associated with the global
economic crisis, South Africa needs to
reduce its relatively large current account
deficit, and to increase the savings rate.
The low rate of savings has meant reliance
on short-term capital flows to finance the
current account deficit and investment

programmes.

To emerge from the global crisis
on a sounder footing, government
intends to take measures to sustain
investment in productive capacity,
expand employment in public works,
continue regulatory reforms, strengthen
agricultural production and raise export

performance.

ACCELERATED AND SHARED
GROWTH INITIATIVE

Government launched the Accelerated
and Shared Growth Initiative for South
Africa (AsgiSA) to reduce unemployment
and poverty by increasing the country’s
growth rate to 6 percent by 2010. AsgiSA
marshals public and private resources
to address critical constraints to faster

growth. The constraints include:
»  Currency volatility
* Infrastructure bottlenecks

* Alack of integrated industrial policy
and programmes

e The skills deficit

* Regulatory burdens on small and
medium businesses

e Inefficiency in government services

Despite the uncertain economic context,
which will impact on realising the growth
rate targets, AsgiSA aims to transform
South Africa’s productive capacity
over the long term. The infrastructure

development plan was in place prior to the

slowdown. This investment also provides
a countercyclical boost to economic
activity. Government’s growth objectives
are further supported by the National
Industrial Policy Framework, adopted by
Cabinet in 2008, and an associated action
plan. AsgiSA’s achievements have been

integrated into the sections below.

INFRASTRUCTURE
PROGRAMMES

Government plans to spend R787 billion
on capital investment over the next three
years. These investments are being made
to strengthen network industries (rail,
electricity, ports and communications),
to upgrade and expand the road system
and the availability of public transport,
to extend provision of housing and water
to the entire population, and to upgrade
the built environment through provision

of new schools, hospitals and so on.

Gross fixed capital formation as a
percentage of GDP rose from 17.5
percent in 2006 to about 22 percent
in 2008, bringing the country closer to
government’s target of investment as 25
percent of GDP by 2014. Government
has also set ambitious targets to eradicate
backlogs in access to sanitation, electricity,
housing and water by 2014. Financing
for this will mostly be provided through
the municipal infrastructure grant — the
primary vehicle through which national
government augments local resources for

infrastructure.

From 2002 to 2008, 4.8 million households
obtained access to electricity through the
integrated national electricity programme.
There are, however, a number of
constraints that may inhibit reaching the
target of universal access to electricity
by 2014. These include the lack of bulk
infrastructure to support household
connections, poor integration of housing

and electrification by municipalities, and




inadequate municipal capacity to execute

bulk infrastructure projects.

During the previous reporting period,
electricity supply failures arising from a
shortfall in generation capacity severely
disrupted the country. In 2008, the
President announced a national planning
response to this crisis involving all social
partners, as well as a national energy-
efficiency campaign. The President
convened the National Stakeholder
Advisory Council on Electricity in June
2008 to examine approaches to saving
energy and increasing power generation.
The council works closely with the
National Electricity Response Team, the
Inter-ministerial Committee on Energy
and the National Economic Development
and Labour Council. During 2008/09, the
National Treasury provided Eskom with
a R60 billion loan and debt guarantees
totalling R176 billion to support the

utility’s infrastructure investments.

To strengthen alignment between

infrastructure plans and budgets,
the National Treasury implemented
the infrastructure development and

Improvement programme.

Investment in transport infrastructure has
gained momentum. Transnet will invest
R81 billion in rail infrastructure over the
next five years. Shifting the proportion
of freight transported from road to rail
will reduce strain on the national road

network.

Investment in modern urban transport
systems continues. It is anticipated
that the Gautrain Rapid Rail Link
will be completed by 2010. Other
investments include the Gauteng freeway
improvement project, the national taxi
recapitalisation programme and bus rapid
transport networks. The public transport
and infrastructure systems grant supports
municipalities and 2010 FIFA World Cup

host cities to accelerate transport-related

infrastructure projects. These investments
will lead to safer, more efficient and
shorter commuting for millions of South

Africans.

Government continued  investment
in information and communications
technology, and works with other African
states and the private sector to support
the construction of undersea cables that
will expand broadband capacity on the

continent.

SECTOR INVESTMENT
STRATEGIES

Government has implemented a range of
interventions to diversify the economic
base. The National Industrial Policy
Framework identifies economic sectors
that have the potential to stimulate
growth. These include tourism, business
process outsourcing, biofuels, agriculture

and agro-processing.

Achievements in sector investment
strategies include drafting the tourism
charter; attracting investments of over
R900 million and creating 9 000 jobs in
business process outsourcing; establishing
two biofuels plants; and Cabinet approval
of a beneficiation strategy for minerals in
2009. Governmentalso supported thelocal
pharmaceutical industry by procuring the
bulk of the country’s antiretrovirals from

domestic manufacturers.

The Competition Commission has
rigorously enforced policies on pricing
and concentration. During 2008/09 it
conducted investigations of the food,

banking, steel and other industries.

Government has begun implementing
the industrial policy action plan, with
R2.3 billion budgeted for industrial policy
initiatives and R5 billion in tax incentives

over the MTEFE.



Government remains committed to
redressing inequalities in the participation
of black people in the economy. The
Codes of Good Practice on Broad-based
Black Economic Empowerment (BBBEE),
published in 2007, provide standards for
the development of BBBEE throughout
the economy, focusing on ownership,
management control, employment
equity, skills development, preferential
procurement, enterprise development and
socioeconomic development. Accelerated
implementation of affirmative action and
BBBEE remained a government priority in

the period under review.

SECOND ECONOMY
INTERVENTIONS

Government aims to help overcome
the sharp divisions that exist between
the formal and informal sectors in the
economy. Without interventions to reduce
South Africa’s structural economic fault
line — what has been characterised as the
“first” and “second” economies —economic
growth will have limited practical benefit
for the marginalised poor. The ‘second
economy’ strategy was initiated to address
this and is overseen by the AsgiSA high-

level task team in The Presidency.

The strategy addressed the economic
dimensions of the anti-poverty strategy

and contributed to the following goals:
* Creating employment

* Improving the terms in which people
participate in the economy

* Increasing the ability to gain and secure
assets

*  Ensuring basic needs are accessible and
affordable

* Improving equitable distribution of

returns from economic activity.

The Jobs for Growth programme, initiated
in 2006 and headed by the Deputy

President, targets women, youth and people
with disabilities in rural and peri-urban
areas. An extension of this programme
— the Mzansi collection stores concept —
was launched in November 2008. It is a
market-access programme for rural and

peri-urban enterprises.

A number of programmes promote small,
medium and micro enterprises (SMMEs)
and cooperatives. Preferential procurement
aims to ensure that smaller enterprises
obtain a larger share of government
work, including in the provinces. Khula
Small

Enterprise Development Agency have

Enterprise Finance and the

extended loans to smaller enterprises.

The national youth service programme

is a second-economy initiative led
by the National Youth Commission,
The Presidency’s youth desk and the
Umsobomvu Youth Fund. It addresses
youth unemployment by creating
opportunities for voluntary service and skills
development. The programme reached
about 48 000 youths by 2008/09, and over
413 000 youths were assisted at 121 youths
advisory centres. The Umsobomvu Youth

Fund assisted more than 1 million youths.

The second phase of the expanded
public works programme, which begins in
2009710, will build on the community work
programme, in which public employment
becomes

a catalyst for community

development.

In addition the second economy strategy
calls for investment in the transformation
of informal settlements into sustainable,
serviced neighbourhoods. Incentives
for home-based food production will

contribute to alleviating hunger.

SUSTAINABLE DEVELOPMENT

In recent years sustainable development
— including protecting the environment,

reducing climate change and mitigating

P .

1

its effects — has become a central priority

policy.
has taken steps to reduce the country’s

in government Government
environmental footprint. These include
efforts to improve energy efficiency, to lower
carbon emissions and to support more
environmentally advanced technologies
in power generation. Initiatives include
programmes to reduce electricity demand

at residential and municipal level.

In 2009 government will host a policy
summit on climate change, initiating the
period of formal consultation on this

subject.
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ERADICATING POVERTY

Studies show that, since 1994, government expenditure has become significantly more

pro-poor. Yet while a period of strong economic growth has contributed to reduced

unemployment, and government programmes have raised living standards for millions

of South Africans, the levels of poverty and unemployment remain very high.

Government’s multipronged approach to

poverty includes:

* Social grants, which provide a safety

net for the most vulnerable

= Basic services and other non-financial
transfers, including provision of free
basic municipal services such as water,
electricity, refuse removal, education

and primary health care for the poor

* Addressing asset poverty by
accelerating delivery of houses and

land reform

* Human resource development
initiatives, focused on raising skills
levels among poor South Africans to

improve their employment prospects

* Broad policy approaches such as

AsgiSA, the expanded public works

programme and other interventions.

Between 1995 and 2003, the economy
created about 1.5 million net new jobs.
Between 2004 and 2007, the pace of
employment creation grew to about 500
000 jobs a year, reducing unemployment
from 31 percent in 2003 to 23.5 percent
in 2008.

The expanded public works programme
created 1 million short- and medium-
term jobs by 2008. The second phase of
the programme is being launched during

2009/10.

Research has found that poverty has
been reduced, particularly among the
worst-off sections of the population. The
prevalence of hunger among children, for
example, has nearly halved over the past
four years. This is attributed to both job

creation and social grants.

The integrated rural development
programme and the urban renewal
programme have contributed to
improving the built environment through

infrastructure investment in these areas.

PROVIDING UNIVERSAL ACCESS
TO BASIC SERVICES

Providing basic services to all communities
is a top priority and key to the Millennium
Development Goals, which South Africa

is committed to achieving:

Government has registered considerable

progress in this area. Access to potable



THE WAR ON
POVERTY

The War on Poverty brings together a
range of national, provincial and local
actors. The campaign is designed to
raise the profile and expand the reach of
existing anti-poverty initiatives throughout

government.

The campaign includes identifying specific
households and individuals in dire need
to alleviate their plight. Community
development workers and practitioners
conduct household visits to identify needs.
After profiling households’ requirements,
each department 1s tasked with fulfilling
these needs in accordance with currently

available government services.

“War rooms” at national and provincial
level use both community and household
profiles to develop community action
plans. The data and plans are captured
for systematic monitoring and evaluation
(M&E).

The War on Poverty was launched in
eight provinces during 2008. Wards were
targeted based on the 2001 provincial index
of multiple deprivation study conducted
by Stats SA and the Human Sciences

Research Council.

Government has established a War on
Poverty website that includes secure access
for service providers to obtain household
information, allowing for up-to-date
M&E.

water improved from 59 percent in 1994
to 88 percent in 2008. The number of
households with access to clean water
increased from 6.2 million in 1994 to 11.9
million in the first quarter of 2009. Access
to electricity increased from 30 percent to
72 percent during the same period; and
sanitation from 48 percent to 73 percent.
Government provides 6 000 litres of
water and electricity worth 50 kWh per
month free to poor households where

infrastructure permits.

Although the December 2007 target for
eradicating the bucket sanitation system
in established settlements was not reached,
there was remarkable progress. Between
1994 and 2007, households in all areas
using the bucket system decreased from
609 675 to 113 085; and in established
settlements to 14 812 by June 2008.

Many initiatives to increase access to basic
services have taken place through the
expanded public works programme, with
the added benefit of job creation for young

people and in rural communities.

The poor delivery capacity of many
municipalities remains a serious obstacle
to efficient service provision. Local
capacity constraints frequently lead to
underspending of the municipal infrastructure
grant. In June 2008, municipalities reported
an average 22 percent vacancy rate. Skills

levels are often inadequate.

Government launched Project Consolidate

in 2004 to support municipalities’ service
delivery programmes. By August 2008,
1 283 experts had been deployed to 268
municipalities. Experts provided technical
assistance in engineering, finance, town
planning, project management and human

resource development.

Since 2006, the Siyenza Manje programme
has deployed 190 civil engineers to 154
municipalities to build capacity. The
Initiative aims to improve the disbursement
of the municipal infrastructure grant by boosting

capacity.

IMPROVING SOCIAL SECURITY

Government’s social assistance programme
has played a key role in poverty alleviation.
Social grants are provided to the most
vulnerable through the child support grant,
Joster care grant, disability grant and old age

pension.

Social grants expanded from 2.5 million
beneficiaries in 1999 to 13 million in 2008.
The chuld support grant increased from 34 000
beneficiaries in 1999 to 8.1 million in 2008.
The threshold for men receiving pensions
is being progressively reduced to age 60 —

the same as for women — by 2010.

Through social insurance, government
provides income support or compensation
for those facing unemployment or

incapacity, and to prevent destitution in
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old age. Social insurance comprises the
Unemployment Insurance Fund (UIF),
the Compensation Funds and the Road
Accident Fund. Long-term reforms to
the current provision of social grants
are under consideration to expand the
reach and coverage of social security
and protection. A government task
team continues to prepare proposals for
comprehensive social security and reform

of the retirement industry.

ENHANCING THE QUALITY OF
EDUCATION

Quality education is essential to break
the cycle of poverty and disadvantage.
Education is the single largest item on
the national budget. Expenditure for
education has grown by an annual average
of 14 percent over the last three years.
In the most recent period government
has also prioritised spending on early
childhood development and further

education and training.

Achievements in education include near-
universal access to enrolment at primary
schools, strengthened by the declaration
of no-fee schools in poor communities. In
early 2009, 60 percent of both primary
and secondary schools were declared
no-fee schools. The country is on track
to meet the target of universal access for
all 1 million grade R learners (preschool)
by 2010.

Government launched the A%a Ri Gude (let
us learn) mass literacy campaign during
the reporting period. This initiative aimed
to provide literacy classes to 300 000 adults
and youth in 2008, and exceeded targets

with enrolment of 360 000 learners.

The upgrading and construction of
school infrastructure has received priority.
During the review period, 66 new schools,
3 899 additional classrooms, 36 libraries

and 55 computer rooms were built.

The Dinaledi Schools

improved mathematics, science and

Initiative has

language competence in public schools.
The Department of Education expanded
the mitiative from 102 schools to 500
schools by 2008. Of the 63 038 learners
who passed mathematics in 2008, 15 038
(24 percent) were learners from Dinaledi

schools.

The quality of public school education,
however, remains a challenge. The high
dropout rate, particularly at secondary
and tertiary levels, is a serious concern.
The education system is not yet producing
the skills required by the economy and
society. Trends in performance show
a worrying persistence of the social

divisions of the past.

To help address

government has taken new steps to

these challenges,

recruit and retain teachers. The initiatives
include government-provided bursaries
directed at young people who want to
enter teacher training. An improved
remuneration structure that incorporates
performance-related salary progression
has been putin place. Career-pathing has
also been strengthened. Government has
also upgraded 50 further education and

training colleges.

GROWING THE SKILLS BASE

South Africa’s chronic skills shortage
continues to hinder growth and effective
service delivery. Government has taken
a number of steps to reduce this skills
deficit.

The Joint Initiative on Priority Skills
Acquisition (JIPSA), launched in 2006,
is a partnership between government,
business and organised labour to
accelerate the acquisition of priority

skills.

JIPSA has ensured that more resources
were made available for engineering
graduates, increased registration of
artisans, targeted training in business
process outsourcing, and the placement

of over 15 000 unemployed graduates



in companies in South Africa and

internationally.

Achievements during the reporting period

include:

» Reaching service-level agreements
with sector education and training
authorities (SETAs) to train 20 000
artisans by 2012

* Inaugurating the E-skills Institute to
increase the supply of ICT skills

* Developing a concept paper on

establishing a placement agency

» Cabinetapproving the revised national
human resource development strategy
for South Africa.

Notable gains have been made through
the skills

programme. The numbers produced

development learnership

through the system, however, are small
compared with the unemployment and
skills challenges facing the country. To
addpress the skills development challenges,
in August 2008 Cabinet approved the
extension of JIPSA to December 2010.
Over time, JIPSA will be incorporated
into the country’s national human

resource development strategy.

Government launched a ten-year

innovation plan for science and
technology in 2007 to support research
and development. Areas targeted for
enhanced innovation and supportinclude
biotechnology and pharmaceuticals,
space science and technology, energy
security, climate change, and enhancing
the understanding of human and social

dynamics.

PROVIDING HOUSING AND
HUMAN SETTLEMENT

Government’s social programmes have
improved the asset base of the poor in

the form of housing and land.

1994
expenditure of R48.5 billion supported

From to 2008, government

3.1 million approved housing subsidies
and the completion of 2.6 million
housing units. This brought housing to 13
million people, of which 53 percent went
to women-headed households. By 2008,
for the first time, there were more African
homeowners than white homeowners in

South Africa.

Yet while this pace of housing delivery has
few parallels internationally, demographic
and internal migration trends are
continually raising demand in these areas.
Demographic shifts show a trend towards
smaller household sizes. From 1996 to
2007, according to Statistics SA surveys,
the country’s population grew by 20
percent, but the number of households
grew at double that rate. Migration in
search of economic opportunity has led to
large population increases in the Western
Cape and Gauteng. These shifts have
made planning difficult. Countrywide,
an estimated 1.8 million families live in

informal settlements.

Challenges in housing delivery include
access to strategically located land. Many
new housing settlements are located far
from work opportunities. Insufficient
spatial concentration in urban areas
brings added costs. The Land Use
Management Bill will address some of

these shortcomings.

In the period ahead provision of water
and sanitation services will be integrated
with the national housing programme,
with a particular focus on informal
settlements. The policy objective of
upgrading informal settlements by 2014
will be achieved through a number of

initiatives, including:

* Increasing the integrated housing and
human settlement development grant from
R12 billion in 2009/10 to R17 billion
in 2011/12




e Improving coordination and
integration between provinces and

municipalities

e Creating a Housing Development
Agency to access land for residential

development and use.

FAST-TRACKING LAND REFORM
AND RESTITUTION

Land restitution and land reform are
crucial elements in redressing apartheid
dispossession, ensuring transformation

and addressing asset poverty.

Through the land restitution programme,
government transferred assets worth
R12.5 billion to 1.4 million beneficiaries
between 1994 and 2007. An amount
of R3.1 billion was budgeted for the
reporting period. About 5.2 million
hectares of land have been redistributed

to land reform beneficiaries.

Shortcomings in the land programme
include inadequate post-settlement
support and the failure of many
transfers to result in sustainable land use,
which affects the country’s agricultural
productive capacity. The economic
impact of land and agrarian reform is
mixed, highlighting the need for stronger

post-settlement support.

During the review period government
reinforced its commitment to successful
land and agrarian reform, and to a
productive agricultural sector, with the
implementation of the Provision of Land
and Assistance Amendment Act, enacted
in 2008.

IMPROVING THE HEALTH
PROFILE OF THE NATION

Governmenthas continued to work towards
the provision of quality health care for all.
This has included major improvements in
access to primary health facilities. Some

95 percent of South Africans now live

within 5km of a health facility, and most
clinics have access to potable water. Child
Immunisation coverage has increased to
about 88 percent and malaria cases have
declined due to government’s prevention
measures, such as spraying ahead of the

rainy season.

During the reporting period government
took steps to strengthen the comprehensive
plan for the treatment, management and
care of HIV and AIDS. South Africa’s
antiretroviral treatment programme is the
largest in the world, and as of February
2009, more than 720 000 patients had
been initiated into the programme. Some
93 percent of primary health facilities
provide HIV and AIDS counselling and
testing. Research points to stabilisation in
the spread of the pandemic and a slight
reduction in the rate of HIV infection
from