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This is the final update to the National Treasury's Strategic Plan 2005-2008, which was
tabled in Parliament during 2005/06. It will be succeeded by a new strategic plan, to be
tabled during the first quarter of 2008/09. In reading this update, one should bear in mind
that the vision, mission and legislative mandate of the National Treasury have not changed
and as such, the strategic objectives of the programmes are largely unchanged from those
tabled in our Strategic Plan 2005-2008.The National Treasury remains committed to
efficient and sustainable public financial management, and to promoting economic
development, social progress and a rising standard of living for all South Africans.

Chapter 13 of our Constitution defines the role of the National Treasury as that of
ensuring transparency, accountability and sound financial controls in the management of
our public finances. The legislative mandate of the National Treasury, documented in
chapter 2 of the Public Finance Management Act (1999) (PFMA), is to:

• Promote government's fiscal policy framework

• Coordinate macroeconomic policy and intergovernmental financial and
fiscal relations

• Manage the budget preparation process, which includes revenue,
expenditure, assets and liability management

• Control the implementation of the national budget, including any
adjustments budgets

• Facilitate the implementation of the annual Division of Revenue
Act

• Monitor the implementation of provincial budgets.

Over the medium-term expenditure framework
(MTEF) period, the National Treasury will seek to
maintain macroeconomic stability while at the same
time promoting sustainable economic growth and
job creation. In this respect, the National Treasury
will focus on increasing investment in infrastructure
and industrial capital; improving education and
developing skills to raise productivity; enhancing
the regulation of markets and public entities; and
fighting poverty and inequality through efficient
public service delivery, work opportunities, income
support and empowerment. 

OVERVIEW OF THE 
ACCOUNTING OFFICER

Lesetja Kganyago
Director-General: National Treasury
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Below is a synopsis of the nine programmes that fall under Vote 8: National Treasury in
the 2007/08 Estimates of National Expenditure (ENE). The summaries below highlight
some of the important work to be undertaken in each programme. 

Appended to this overview are updated measurable objective tables for programmes 1-8
over the MTEF period.  

Programme 1: Administration

This programme provides strategic management and administrative support for the entire
National Treasury. As a support service to the National Treasury, the Corporate Services
division will play a strategic role in developing and implementing an integrated client
relations management strategy to meet the needs of line functions. The division will
continue to implement National Treasury's talent management strategy to attract young
graduates and in the process retain the skills needed to meet our strategic objectives. 

Programme 2: Public Finance and Budget Management

The mandate of Programme 2, Economic Planning and Budget Management, remains
largely unchanged, with the exception that Economic Policy and International Financial
Relations has been moved to Programme 6 under Vote 8: National Treasury in the 2007/08
ENE. Programme 2, which now comprises three divisions - Public Finance, the Budget
Office and Intergovernmental Relations - streamlines the work of economic planning and
budget management to provide a collective focus on preparation of the annual budget.
This takes place after consultation with government departments, agencies, provinces and
municipalities. A further objective of this programme is to provide professional advice
and support to the Minister of Finance on fiscal and public finance matters.

The Public Finance division is primarily responsible for assessing budget proposals and
reviewing service delivery trends in national government departments and their entities.
Policy priorities and public finance reforms over the next three years are expected to:

• Introduce the design and financing arrangements for an earnings-related social
security system by 2010, and associated reform of the retirement funding
environment

• Improve transport planning and systems development, including development of bus
rapid transit projects in major cities and accelerated investment in road and rail
infrastructure

• Modernise information systems as part of the integrated justice sector reform
programme 

• Improve government asset management, including reform of government buildings
maintenance and accommodation services 
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• Ensure that public private partnerships (PPPs) activity are consistent with the
Financial Sector Charter framework, including housing finance, hospital
revitalisation, and the development of residential neighbourhoods, small enterprises
and municipal infrastructure.

With the new centralised system for delivery of social grants, the division has worked hard
to ensure a seamless transition to the new configuration of fund flows. The next year will
see a change in focus to stabilise oversight of financial and accountability changes.
Another important priority for Public Finance over the MTEF period is its oversight of
2010 FIFA World Cup funding. To successfully fulfil this responsibility, it will be
necessary to strengthen cost controls, especially for stadiums and supporting
infrastructure, to contain cost increases. 

Public Finance is supported by the Technical Assistance Unit, which provides specialist
technical support to government departments. Given the limited capacity in many
government departments to translate strategy into results, the unit will continue to support
government over the MTEF period to achieve its short-, medium- and long-term
development objectives. The challenge for the unit will be to build and maintain specialist
project management capacity to support reforms led by government.

The key function of the Budget Office is to coordinate the national budgeting process. This
includes coordinating the allocation of resources to meet the political priorities set by
government. While the standard of documentation produced with the budget is already
impressive, the Budget Office constantly strives to improve the quality, usability and
coverage of the publications produced. The Budget Office is consistently increasing the
number of public entities covered within the scope of its publications. The consolidated
general government accounts produced in the ENE will also continually increase data
coverage until a comprehensive set of consolidated general government accounts is
produced.

The Budget Office is presently reviewing the quality of performance information in the
budget. This year the Budget Office will issue a framework for performance information
to provide clear definitions and techniques for departments to identify more accurate
performance measures, and to report in relation to these measures in a timely and
consistent way. 

One of government's key successes over the past decade has been the creation of fiscal
space. Fiscal space provides government with the room to consider new policies (such as
the social security reforms) and helps cushion the public finances against domestic and
global financial instability. The present fiscal stance must be viewed in this context. Over
the next three years, government will continue to ensure that a stable platform is available
for increased spending on key public services and to support the Accelerated and Shared
Growth Initiative (ASGISA). 
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The work of the Public Private Partnership (PPP) unit is entering a new phase, with a
significant increase in PPP activity in local and provincial governments. To achieve this
and maintain the high standards of technical support provided to these projects, the unit is
playing an increasingly important role in building the capacity of other departments,
provinces and municipalities. 

The Intergovernmental Relations division is responsible for coordinating fiscal relations
between national, provincial and local government, as well as promoting sound provincial
and municipal financial planning, reporting and management. Three projects - the
infrastructure delivery improvement programme (IDIP), the Siyenza Manje initiative and
provincial training on budgeting reforms - will be prioritised during the MTEF period. 

The IDIP, which provides a framework for improving infrastructure planning, managing
delivery and building capacity, is now operating in all provincial departments of
Education and Public Works, with 18 long-term technical assistants being deployed in
these departments. The IDIP has played a key role in identifying real capacity and skills
constraints. During 2007/08, the IDIP will be rolled out in the health sector. Planning
activities to align the infrastructure delivery cycle and the budget cycle are also under way. 

Similarly, the Siyenza Manje initiative intends to deliver infrastructure, accelerate service
delivery and ensure sustainable growth of capacity in local government. The National
Treasury, in partnership with the Development Bank of South Africa, is providing aid to
distressed municipalities through this programme. A task force of engineers, project
managers, town planners and financial management specialists has been deployed in
selected municipalities to accelerate economic growth and job creation, improve the
rollout of basic services, and provide financial management assistance. The programme
aims to provide short-term specialist skills to implement infrastructure projects and to
contribute to improved financial management; increase specialist skills by providing on-
the-job training for new graduates; provide internships for specific fields to enable student
in-service training during graduate studies; and support the development of resident
municipal skills, processes and systems for managing infrastructure delivery and finances
as outlined in the Municipal Finance Management Act (MFMA) (2003).

Provincial training on budgeting reforms aims to modernise financial planning by
allowing for managerial discretion, while at the same time holding management
accountable for performance. This reinforces the shift in focus from inputs to outputs and
improved performance. Relatively rapid development of public budgeting and financial
systems in provincial and municipal government demands greater expertise in budgeting
and financial management. 

The Chief Directorate: Provincial Budget Analysis has introduced two online training
courses: The Essentials for Budget Formulation, and Budget Analysis. The aim is to
support staff in remote and rural areas, and to establish capacity within provincial
treasuries and municipalities. 
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Programme 3: Asset and Liability Management

Asset and Liability Management aims to manage government's asset and liability portfolio
in a manner that ensures prudent cash management, asset restructuring, financial
management and optimal management of government's domestic and foreign debt
portfolio.

This programme is also leading the effort to complete a review of the mandate of the
development finance institutions, which will serve as the basis for developing a systems
and policy document for these institutions. Other programme activities include sound
forecasting of the R1,3 trillion in expected cash flows, actively reducing debt service costs
and reviewing various financial management benchmarks.

Programme 4: Financial Management and Systems 

Financial Management and Systems aims to regulate and oversee public-sector supply-
chain management and standardise the financial systems of national and provincial
government, while coordinating the implementation of the Public Finance Management
Act (PFMA) (1999).

The programme continues to coordinate the formidable task of introducing the integrated
financial management system to support effective financial management and accounting
over the MTEF cycle. Under the master systems plan, rollout of the asset management,
procurement and human resource solutions will begin during 2008/09. Coordination of the
process to produce proposed amendments to the PFMA also comes from this programme,
and these proposals are expected to be tabled in Parliament within the next 12 months. 

Programme 5: Financial Accounting and Reporting

Financial Accounting and Reporting seeks to achieve accountability to the general public
by promoting transparency and effectiveness in the delivery of services. It sets new
government accounting policies and practices, and improves existing ones, to ensure
compliance with the standards of Generally Recognised Accounting Practice. It also
focuses on the preparation of consolidated financial statements and an improvement in the
timeliness, accuracy and efficiency of financial reporting. 

The various initiatives to build capacity under this programme include administering a
Training Outside Public Practice initiative, in which the National Treasury will be the first
government department registered as an approved training organisation with the SA
Institute of Chartered Accountants. This initiative enables prospective chartered
accountants to complete their training through the National Treasury, and then to
undertake the qualifying board examination. 

Another significant improvement to this programme is the distinct client focus, designed
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to enhance departments' financial accounting and reporting competencies. This will ease
subsequent introduction of additional improvements to financial accounting and reporting
in national and provincial government. Additional work to strengthen the culture of risk
management in departments will also be undertaken during the MTEF period. 

Programme 6: Economic Policy and International Financial
Relations

Programme 6 has been elevated from a subprogramme of Programme 2. Economic Policy
and International Financial Relations focuses on economic policy analysis and advisory
services in the areas of macroeconomics, microeconomics, regulatory reform, tax policy,
financial and banking sector policy, and regional integration and international financial
relations. 

Over the MTEF period, this programme will continue to fund relevant economic research
by local and international economists in areas such as the accelerated and shared growth
initiative; employment, banking and financial reforms; retirement reform; taxation; and
regional integration. This project includes funding for local economists through
Economic Research Southern Africa, as well as the international panel on growth, and
Centre of Research into Economics and Finance in Southern Africa. 

Reforming the system of retirement funding and in so doing making financial services
more accessible to poorer households remains one of government's most important
initiatives. It will require significant work by the Financial Sector Policy and Tax Policy
units, as well as other divisions of the National Treasury and in various government
departments. A government task team has been set up to implement these proposals as part
of broader social security reform. The National Treasury published a second discussion
paper on social security and retirement reform with the 2007 Budget. Furthermore,
banking sector reform is an ongoing responsibility, which is to be enhanced with further
reforms agreed to internationally called Basle II. 

The International Economics unit will continue to pay particular attention to Africa. The
priority is to work towards regional integration in the Southern African Development
Community (SADC), and within the rest of the continent. This will include a review of
the South African Customs Union (SACU) revenue-sharing formula. The unit also works
to identify economic links between African countries and assist them in achieving the
Millennium Development Goals. 

The Economic Policy division will focus on fine-tuning macroeconomic policy,
improving the alignment of microeconomic dynamics, raising the economic growth rate,
providing support to the social security reform programme, developing internal analytical
capacity and achieving policy aims in the Group of 20 meetings.

Macroeconomic policy development focuses on two primary issues: the efficacy of fiscal
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and monetary policy coordination, and raising the economic growth rate. The latter area
of work is contingent on a range of microeconomic policies and issues related to the
country's economic structure. For that reason, Economic Policy has set out a work
programme in support of export-oriented industrial policies, and assessing the economic
impact of government policies.

The need for improved analytical approaches to microeconomic policies will be
addressed with the development of a new unit that provides technical support to
government's regulatory impact assessment programme. The division's core
macroeconomic forecasting and policy capacity will be enhanced to support the budget
and fiscal policy, to improve interaction with the Reserve Bank, and to guide policies
aimed at generating more rapid and shared economic growth.

Programme 7: Provincial and Local Government Transfers

The strategic objectives of this programme as documented in the Strategic Plan 2005-
2008 remain largely unchanged: facilitating the transfer of the provincial infrastructure
grant to provinces, as well as the transfer of the local government financial management
and restructuring grant, and the neighbourhood development partnership grant, to
municipalities. 

Programme 8: Civil and Military Pensions, Contribution to Funds
and Other Benefits

The strategic objectives of this programme as documented in the Strategic Plan 2005-
2008 remain unchanged.

Government's contributions to medical schemes on behalf of retired civil servants
consume the largest part of this programme, accounting on average for 62,7 per cent of
the programme's budget, and growing from R1,4 billion in 2006/07 to R1,6 billion in
2009/10, at an average annual rate of 4,6 per cent.

The programme's expenditure is expected to increase at an average annual rate of 5,8 per
cent over the medium term because of the amendment of the Special Pensions Act (1996),
which will expand benefits to widows and orphans.

Programme 9: Fiscal Transfers

Once funds are transferred there is no direct accountability to the National Treasury. All
transfers to organisations such as the Secret Services, the Development Bank of Southern
Africa (in support of Siyenza Manje), the South African Revenue Service, the Financial
Intelligence Centre, and the Financial and Fiscal Commission, are accountable directly to
Parliament. 
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Transfers are expected to increase from R8 billion in 2006/07 to 10,1 billion in 2009/10
at an annual rate of 8,1 per cent.

Conclusion

This final update to the National Treasury's Strategic Plan 2005-2008 highlights changes
to the original strategic plan, while indicating progress on initiatives already under way. 
Our achievements have been made possible by the National Treasury team working
together with the exceptional commitment to which I have become accustomed.
Parliament must hold government departments to account, and so we look forward to
having a thorough and constructive debate about the details of our planned outputs,
measurable objectives and milestones. 

Lesetja Kganyago
Director-General
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

ONEProgramme 1
ADMINISTRATION
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

TWOProgramme 2
PUBLIC FINANCE AND BUDGET

MANAGEMENT
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Programme 2: Public Finance and Budget Management
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

THREProgramme 3
ASSET AND LIABILITY 

MANAGEMENT
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Programme 3: Asset and Liability Management
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

FOURProgramme 4
FINANCIAL MANAGEMENT 

AND SYSTEMS 
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Programme 4: Financial Management and Systems
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

FIVEProgramme 5
FINANCIAL ACCOUNTING 
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Programme 5: Financial Accounting and Reporting
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

SIXProgramme 6
ECONOMIC POLICY AND 

INTERNATIONAL FINANCIAL 
RELATIONS
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Programme 6: Economic Policy and International Financial Relations
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

SEVENProgramme 7
PROVINCIAL AND LOCAL 

GOVERNMENT TRANSFERS
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MEASURABLE OBJECTIVES AND 
MEDIUM-TERM OUTPUT TARGETS

EIGHTProgramme 8
CIVIL AND MILITARY PENSIONS,
CONTRIBUTIONS TO FUNDS AND

OTHER BENEFITS
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