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1 Introduction  

This paper has been prepared for the International Budget Partnership (IBP) following discussions on 
questions that were put forward by Civil Society Organisations in the public basic education space about 
what budget and expenditure information is available on the public basic (school) education function in 
South Africa. 

The answer to many of the questions seen to date is that the requested information is not available for 
one of the following reasons: 

¶ the information is not reflected in the budget documents because the format of budget 
documents does not cater for it to be shown ï they are either too aggregated or they are not 
structured to show the requested information; 

¶ the information is not collected during the recording of expenditure transactions; or 

¶ the question was asked with an incorrect understanding of how public education is funded in 
South Africa.   

To understand fully what information is available and how to influence allocations to education, it is 
important to understand how education is funded, the process of funding it (the budget process) and 
what sources of expenditure information are available. 

National and provincial government departments are required to prepare budgets following a prescribed 
budget template. The budget format ensures uniformity across departments, which is useful when 
analysing expenditure across provinces for the purposes of comparing expenditure on policy objectives. 
However, to ensure this uniformity is achieved in a meaningful way and also support functional budgeting 
and expenditure reporting, only so much information can be meaningfully presented in the published 
budget documents. Consequently, budget information is very useful, but often limited in its scope. It is 
designed to answer high-level questions regarding the funding of public education, and not necessarily 
the more detailed questions different parties may have. Expenditure information on public education (and 
government functions generally) is more detailed, but often not easily accessible, and may still not 
answer certain questions some parties may have. These issues are explored. 

Influencing how much money is allocated in any budget is a difficult, involved process. This applies to 
education too. It requires a thorough understanding of the budget process, and persistence. In short, a 
long-term approach is required in which submissions, interventions and interactions are timed to match 
a very rigid budget process timetable, during which there are key moments when information needs to 
be fed into the process to make an impact. If oneôs timing is out, then the opportunity to influence is lost 
for another year. Not only is timing crucial, itôs also crucial to know what to try to change, what information 
is most likely to get a hearing and who (which sphere of government) to lobby for particular changes. 

Public basic education is funded from the provincial equitable share, provincial own revenues and 
national conditional grants to provinces. Conditional grants account for, in aggregate, less than five per 
cent of basic education budgets. The other 95 per cent comes from each provincial budget, and is funded 
by a combination of the provincial equitable share and provincial own revenues. These sources of 
funding are also described as discretionary funds because provinces have discretion over how these 
funds are allocated. During the provincial budget process, each province identifies their budget priorities 
and allocates their discretionary funds according to their chosen priorities.  

In terms of the Constitution, provinces are fully responsible for compiling their budgets, and any direct 
interference by national government in the exercise of this responsibility would be unconstitutional. So, 
national government cannot dictate to provinces what they must budget for education. However, the 
Constitution does allow national government to prescribe national uniform service delivery norms and 
standards in national legislation. Provinces are required to fulfil these legislated service delivery 
obligations. However, national legislation invariably prescribes, or directs, how services must be provided 
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and the quality of inputs used. Vary rarely (if ever) does national legislation prescribe ñhow muchò a 
province must allocate to a particular function. This means that national government can only exercise 
indirect influence over provincial budget allocations. Thus, in the education sector service delivery norms 
and standards in national legislation are used to indirectly coerce provinces into budgeting certain 
amounts for education. As counterintuitive as this may sound, especially considering the importance of 
education, understanding this is central to influencing education expenditure. It means that the primary 
avenues for influencing budget allocations for public education are: 

¶ directly, through the budget processes of each province (not the national governmentôs budget 
process); 

¶ indirectly, through the development and enforcement of national service delivery norms and 
standards for public education (which cannot be so-called costed funding norms, i.e. norms that 
set an explicit monetary value); 

¶ indirectly, through processes related to the division of nationally-collected revenue (which may 
give provinces a larger provincial equitable share that they may or may not allocate to education); 
and 

¶ directly, through the creation and design of conditional grants within the national government 
budget process (though this is a relatively minor funding source for education). 
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2 Relevant legislation  

This section provides an overview of the legislation relevant to the funding of the basic education function. 
The funding of education is grounded in the Constitution, as is National Treasuryôs mandate to prescribe 
the formats of budgets and expenditure classifications that provinces must use. Then there is national 
legislation and regulations, and in some provinces there is also provincial legislation, that can influence 
budget and expenditure decisions relating to basic education.  

2.1  Constitution  

The right to education is protected in Section 29 of the Constitution: 

 

Importantly, there is no ñprogressive realisationò clause qualifying the right to basic education. This is 
significant. However, what it means for the actual practice of budgeting is still being explored, and there 
are a number of court cases where the issue has been raised. Suffice to say, the issue is complicated, 
involving discussions around the nature of resource limitations, the need to balance competing priorities, 
and governmentôs limited capacity to implement. 

2.1.1  Concurrent functions and national norms and standards  

The legislative authority of provinces is described in Section 104 of the Constitution:  



Processes for Financing Public Basic Education in South Africa  

   JANUARY 2017 

6 

 

Schedule 4 of the Constitution lists functional areas of concurrent national and provincial legislative 
competence. Basic education is a Schedule 4 function, which means that both national and provincial 
governments can pass legislation with respect to the function; however it is a function that is assigned to 
provinces to implement. 

Section 146 of the Constitution deals with conflicts between provincial and national legislation. 
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The key issues to note are that national legislation prevails over provincial legislation when the matter 
concerned will be dealt with effectively through uniformity across the country and the national legislation 
establishes that uniformity through norms and standards, frameworks and national policies, and if the 
national legislation is necessary for the promotion of equal access to government services. 

So, national legislation regarding education will only prevail over provincial legislation if the relevant 
conditions set out in section 146 are met, otherwise provincial legislation prevails. However, in practice, 
most provinces have chosen not to legislate in the education space, and even those that have, have not 
conflicted with the national legislation (as far as we were able to ascertain).  

A second implication is that provinces have an obligation to fulfil executive obligations in terms of the 
Constitution or legislation, and that in terms of section 100 of the Constitution the national executive may 
intervene in a province to ensure fulfilment of that obligation. In other words, where national legislation 
prescribes norms and standards for the delivery of basic education, provinces are required to provide 
the budget and put in place the administrative arrangements necessary to comply with the norms and 
standards. Failure to do so may result in the national executive intervening in the province. This sounds 
relatively straight forward, but in practice the scope for national government intervention in the affairs of 
a province is constrained, and a range of factors need to be in place before an intervention may occur. 
Also, any interventions need to be managed within the context of the constitutional arrangements relating 
to co-operative governance.  

2.1.2  Division of Revenue  

Section 214 of the Constitution requires that each year there is a division of revenue raised nationally: 

 

Section 214 (2) sets out the criteria that must be taken into account when Parliament effects this division 
of revenue: 
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Much has been written and debated about these sections. However, the following is important to note: 

¶ Provinces receive an equitable share of nationally raised revenue ï i.e. their slice of the national 
revenue cake. The size of that slice is dependent on (i) how big the overall cake is, i.e. the amount 
of total revenue raised nationally; and (ii) the division of the cake between the three spheres of 
government (the vertical division). 

¶ The provincial equitable share does not have conditions attached to it, i.e. provinces may allocate 
their equitable share allocations as they see fit; only ñother allocationsò may have conditions. 

Also, note that through the criteria listed in sections 214(2) (d), (e), and (i), the following are stressed: 

¶ the need to ensure provinces can provide basic services and the functions allocated to them, i.e. 
the provincial equitable share needs to be sufficient to fund basic services. What this means in 

practice requires definition, but it is clearly not best practice or luxury services. 

¶ the fiscal capacity and efficiency of provinces must be considered ï this is especially important 
when considering the nature of the conditions applied to ñother allocationsò received. 

¶ the Constitution envisages something in the form of a medium-term expenditure framework that 
promotes stable and predictable allocations. 

The Act referred to in section 214 is the annual Division of Revenue Act, which is discussed below. 

2.1.3  Budgets norms and standards  

Section 215 of the Constitution requires that there is legislation that prescribes the structure or form of 
national, provincial and municipal budgets, as well as the budget process: 
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Section 216 requires there be legislation that prescribes expenditure classifications and treasury norms 
and standards: 

 

These two sections are of particular interest to this paper. These sections give National Treasury the 
authority to prescribe what information must be available in the budgets and how expenditure information 
must be recorded. They provide the basis for the budget programme structures and the expenditure 
classifications. These issues are explored in detail below. 

2.2  The Annual Division of Revenue Act  

As noted, section 214 of the Constitution requires that there be an Act of Parliament that provides for the 
division of revenue. The annual Division of Revenue Bill is tabled with the national budget every year. 
The Division of Revenue Bill should be passed before 1 April, when the fiscal year starts, but in recent 
years it has been passed during May. 

The Division of Revenue Act is the piece of legislation that defines what each sphere of governmentsô 
equitable share of the nationally collected revenue is. The Act has two main sections. The first section, 
which is the body of the Act, contains clauses that make the equitable share allocations and that are 
broadly applicable to most conditional grants or all conditional grants within a category of grants. The 
other section of the Act contains the conditional grant frameworks. The conditional grant frameworks 
provide specific details on each of the grants such as outcomes, outputs, conditions, reporting 
requirements, allocation criteria and so on. The frameworks have the same legal standing as the clauses 
in the body of the Act. In other words, the conditional grant frameworks are legislated. 

In the Act, the equitable shares of the three spheres of government are determined in Schedules 1, 2 
and 3, as follows: 

¶ Schedule 1 - Equitable division of revenue raised nationally among the three spheres of 
government  

¶ Schedule 2 - Determination of each provinceôs equitable share of the provincial sphereôs share 
of revenue raised nationally (as a direct charge against the National Revenue Fund)  

¶ Schedule 3 - Determination of each municipalityôs equitable share of the local government 
sphereôs share of revenue raised nationally 
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Conditional grants are set out in different schedules to the Act. These schedules change from time to 
time, but not frequently. In the Division of Revenue Act of 2016 there are four schedules that provide for 
the following types of conditional allocations to provinces: 

¶ Schedule 4 - allocations to provinces to supplement the funding of programmes or functions 
funded from provincial budgets - provinces are required to use these grants in specific budget 
programmes. Expenditure of the grant is not reported explicitly (or separately), but as part of 
normal expenditure reporting on the implementation of the budget. This is relevant to this paper 
as the Education Infrastructure Grant is a Schedule 4 grant. 

¶ Schedule 5 - specific purpose allocations to provinces ï these grants fund specific projects and 

the transfer of the funds is dependent on projects meeting specific criteria and also the proper 
implementation of those projects. Provinces report explicitly on the expenditure of these grants. 

¶ Schedule 6 - allocations-in-kind to provinces for designated special programmes ï these are less 

common than the above two types of grants. The funds are spent on behalf of the province by 
the national department. The Schools Backlogs Infrastructure Grant was initially an in-kind grant 
as the Department of Basic Education received the money to spend on behalf of provinces. 

¶ Schedule 7 - Allocations to provinces for immediate disaster response ï these are funds that are 

not allocated to specific provinces, but that may be released to provinces to fund an immediate 
response to a disaster. They can be used to respond to disasters in any sector, including 
education; for instance, when school buildings are damaged during storms or floods. 

Provincial conditional grants are in Part A of each schedule, and local government conditional grants are 
in Part B of each schedule. 

2.3  Money Bills Amendment Procedure  and Related Matters  Act  

Section 77(3) of the Constitution provides that an Act of Parliament must provide for a procedure to 
amend money bills before Parliament. Money bills include the national budget and revenue raising bills. 
Similarly, section 120(3) of the Constitution provides that a provincial Act must provide for a procedure 
by which the provinceôs legislature may amend a money bill. 

The Money Bills Amendment Procedure and Related Matters Act was passed in 2009, and applies to 
national government. It is a relatively young Act, and the processes and procedures it puts in place are 
still maturing. The Act puts in place a three-stage process for Parliament to interact with the budget 
process, and ultimately amend the budget, as follows: 

1. Sector committees review the performance of national departments and make recommendations 
on the forward use of funds in ñBudgetary Review and Recommendations Reportsò that must be 
tabled before the tabling of the Medium Term Budget Policy Statement (MTBPS) by the Minister 
of Finance in October. 

2. Parliament is given seven weeks to recommend amendments to the MTBPS ï this is prior to the 
tabling of the budget by the Minister of Finance in February each year. 

3. The Minister of Finance tables the governmentôs budget, fiscal framework, division of revenue 
bill, appropriation and revenue bills in mid-February. Parliament can amend these items in three 
successive stages: 

a. 16 working days (three to four weeks) is allocated to the amendment and adoption of a 
fiscal framework; 

b. a subsequent 33 days (or seven weeks) is allocated to enable amendment of the division 
of revenue bill, working within the fiscal framework approved in accordance with the 
process in ñaò; 

c. a further 12 days (or three weeks) is provided for any amendments of the Appropriation 
and Revenue Bills, working within the fiscal framework and division of revenue approved 
in accordance with the processes in ñaò and ñbò above. 
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From the point of view of influencing the division of revenue and the national budget, steps 1 and 2 are 
important as they provide substantive opportunities for Parliament to provide input into the division of 
revenue and budget processes. Individuals and organisations might seek to leverage these opportunities 
by providing input to the relevant sector committees, which they can take forward as recommendations 
to the Minister of Finance. When it comes to influencing allocations for basic education, this would be 
the time to make inputs regarding the division of revenue and conditional grants. 

Once the budget is tabled in February, the process becomes very frenetic and the likelihood of being 
able to make substantive changes to either the division of revenue or national budget at this late stage 
is minimal. 

As already noted, the budgets for basic education are determined in the respective provincial budgets. 
So to influence these allocations, individuals and organisations would need to provide input into the 
respective provincial budget processes, working through the respective provincial legislatures. 

2.4  Legislation on basic e ducation  

2.4.1  The South African Schools Act  

Chapter 4 of the South Africa Schools Act (84 of 1996) deals with Funding of Public Schools. It places 
responsibility on the State to fund schools from public revenue on an equitable basis. The Act refers to 
the Norms and Standards for School Funding (section 35) which, subject to both the Constitution and 
the Act, must deal with:  

¶ the Public Funding of public schools in terms of section 35 of the Act 

¶ the exemption of parents who are unable to pay school fees in terms of section 39(4) of the Act 

¶ public subsidies to independent schools in terms of section 48(1) of the Act1 

The National Norms and Standards for School Funding (NNSSF) were most recently revised in 2011. 
The NNSSF set out the regulations of how individual schools must be funded. It deals with the 
procedures to be adopted by the provincial education departments in determining resource allocations 
to schools falling under their jurisdiction.  

Chapter 4 of the Act also outlines the institutional arrangements for funding public and private schools, 
and deals with the responsibilities of School Governing Bodies (SGBs). This outlines the requirement of 
SGBs to supplement the resources supplied by the state.  

Section 37 outlines the requirements for the management of funds and assets belonging to the school. 
Schools are required to have a fund, and that all proceeds thereof are to be used specifically for the 
school. Section 38 requires Annual Budgets of public schools to be prepared according to the 
prescriptions of the Executive Council in a Provincial Gazette. This section also deals with the prohibition 
of payment of unauthorised remuneration, and outlines the guiding requirements for school budgeting.  

Section 39 and 40 deal with school fees, and the parental responsibility for these fees, while section 41 
outlines the process of enforcement of payment of fees. This section includes the consideration of the 
regulations around the exemption of payment of fees.  

Section 42 requires the governing body of a public school to:  

¶ keep records of funds received and spent by the public school, and of its assets, liabilities and 
financial transactions; and 

                                                 
1 NNSSF (2011) Section 3 
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¶ as soon as practicable, but not later than three months after the end of each financial year, draw 
up financial statements in accordance with the guidelines determined by the Member of the 
Executive Council. 

Chapter 5 deals with subsidies to independent schools, as follows: 

¶ the Minister may, by notice in the Government Gazette, determine norms and standards for the 
granting of subsidies to independent schools after consultation with the Council of Education 
Ministers and the Financial and Fiscal Commission and with the concurrence of the Minister of 
Finance. 

¶ the Member of the Executive Council may, out of funds appropriated by the provincial legislature 
for that purpose, grant a subsidy to an independent school. 

¶ if a condition subject to which a subsidy was granted has not been complied with, the Head of 
Department may terminate or reduce the subsidy from a date determined by him or her. 

Section 4 of the NNSSF (2011) provides that the funding policy relating to learners with special 
educational needs will be prepared in accordance with Education White Paper 6: Special Needs 
Education. 

2.4.2  Regulations  in terms of the South African Schools Act  

2.4.2.1 Norms and Standards for School Funding (Government Gazette No. 34290; 13 May 2011) 

The Norms and Standards for School Funding, as outlined above, deal with the funding of public schools. 
This document is understood in conjunction with an annually published list of no-fee schools, and these 
norms and standards outline the regulations pertaining to fee charging and no-fee schools.  

2.4.2.2 The annual publication of the list of no-fee schools by province 

The list of no-fee schools per province is published annually on the DBE and provincial government 
websites. This information is available here: 

http://www.education.gov.za/Informationfor/ParentsandGuardians/SchoolFees.aspx 

2.4.2.3 Exemption of parents from payment of school fees in public schools 

This is a set of regulations and instructions on how parents may apply for exemption from the payment 
of fees where children are enrolled in fee-paying schools but the affordability of parents falls below a 
threshold relative to the fees of that specific school (as determined by the SGB). 

2.4.2.4 Norms and Standards for School Infrastructure 

The Norms and Standards for School Infrastructure are referred to in the South Africa Schools Act, in 
Chapter 2: Learners, section 5A. In this section of the Act, provision is made for the formulation of Uniform 
Minimum Norms and Standards for School Infrastructure. These Norms and Standards however, were 
not confirmed until 2013. The objective of these Norms and Standards are as follows: 

¶ to provide minimum uniform norms and standards for public school infrastructure; 

¶ to ensure that there is compliance with the minimum uniform norms and standards in the design 
and construction of new schools, and that additions, alterations and improvements to schools 
that exist when these regulations are published; and 

¶ to provide for timeframes within which school infrastructure backlogs must be eradicated. 

http://www.education.gov.za/Informationfor/ParentsandGuardians/SchoolFees.aspx
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The structure of these regulations tie in with the budget structure for school infrastructure as defined at 
the time of publication, and expenditure categories are also linked in the planning of the infrastructure 
grants: Schools Backlogs Infrastructure Grant and the Education Infrastructure Grant. 

2.4.3  Employment of Educators Act  

The Employment of Educators Act (No. 76 of 1998) serves to provide for the employment of educators 
by the State, for the regulation of conditions of service, discipline, retirement and discharge of educators. 
Chapter 2 of this Act deals with the salaries and other conditions of service of educators. It confers 
responsibility for the definition of the salaries and other conditions of service to the Minister of Basic 
Education, subject to the Labour Relations Act or any agreement concluded by the Education Labour 
Relations Council. Such agreements must be reached with the concurrence of the Minister of Finance. 

This Act includes regulations on the South African Council for Educators and the funding of this council. 
This should be understood in conjunction with the South Africa Council for Educators Act, 2000 (Act No. 
31 of 2000). This Act does not deal directly with any financial flows, but rather with the regulations around 
the duties and governance of the council and the processes for registration of educators. 

2.4.4  Provincial legislation on basic education  

Some provinces have passed provincial acts in relation to basic education, and certain of these provinces 
have also issued regulations. Following is a list of the provincial acts and regulations: 

Eastern Cape: 

¶ The Eastern Cape Schools Education Act, 1999 (Act No. 1 of 1999) 

Free State: 

¶ Free State Schools Education Act No. 2 of 2000; 

¶ Regulations for financial records of Public Schools, Provincial Notice 154 of 2001 

¶ Regulations for the examination, irregularities and the Examination Board, Provincial 

Notice 155 of 2001; 

Gauteng: 

¶ Gauteng Schools Education Act, 1995 (Act No. 6 of 1995), as amended;  

¶ Gauteng Education Policy Act, 1998 (Act No. 12 of 1998), as amended;  

¶ Admission Policy for Ordinary Public Schools (General Notice 2432 of 1998);  

¶ Regulations and Rules for Governing Bodies of Public Schools, 1997, as amended;  

KwaZulu-Natal - none 

Limpopo - none 

Mpumalanga - none 

Northern Cape - none 

North West 

¶ North West Sport and Educational Aid Trust Act, 1986 (as amended) 

Western Cape 

¶ The Western Cape Provincial School Education Act, 1997 (Act No. 12 of 1997) 

¶ The Regulations on the Issuing of Performance Indicators Binding on Public Schools, 

2015, Provincial Gazette Extraordinary No. 7399, dated 2 June 2015.   
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¶ The Determination of the Functions and Procedures for the Establishment and Election of 

Representative Councils of Learners at public schools, Provincial Gazette Extraordinary 

No. 7317, dated 13 October 2014.   

¶ Regulations on the Duties of Attendance Officers, Provincial Gazette Extraordinary No. 

7205 of 2013, dated 2 December 2013.  

¶ Regulations relating to the Declaration of Personal Interest of Members of Governing 

Bodies in the Procurement of Goods and Services, Provincial Gazette Extraordinary No. 

7197 of 2013, dated 18 November 2013 
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3 The Budget Process  

Technically, budgets for education are the result of three processes: the division of revenue process, the 
national budget process and provincial budget processes.  

Practically, the division of revenue process is not separable from the national budget process. Each 
province runs their own provincial budget process, which starts with the national budget process and is 
dependent on the outcomes of both the division of revenue and national budget processes.  

These three budget processes consist of a series of interactions between national and provincial sector 
departments, national and provincial treasuries and role-players such as the Fiscal and Financial 
Commission, inputs from Parliament and provincial legislatures and meetings of various committees 
concerned with the formulation of the division of revenue and national and provincial budgets. The three 
processes run parallel, and there are linkages between them at key decision-making moments. The 
overall budget process is very complicated and runs to a very tight timetable each year. The following 
discussion seeks to highlight key information regarding the budget process ï it is not a comprehensive 
description of the process.  

3.1  The division of revenue process  

The annual Division of Revenue Act is the end product of the national budget process, of which the 
division of revenue process is an important part. Figure 1 on the following page provides an overview of 
the process, reflecting how it feeds into the determination of provincial budgets. 

Figure 1: The Division of Revenue Process  

 

The figure should be read from the top left through to the right. Throughout the year, national government 
(primarily SARS) collects a range of taxes and other revenues. During the budget process, National 
Treasury makes forecasts of expected revenue collections over the medium term. Based on these 
forecasts, government estimates its total revenue that can be allocated and debt that needs to be raised. 
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The amount of debt that needs to be raised will be informed by governmentôs fiscal policy stance, plans 
and commitments over the medium term. Throughout the budget process, these totals will be reviewed 
and revised. However, the combination of revenues and borrowings is the total amount of money that 
national government has available to allocate through the division of revenue process.  

Through the division of revenue process, the total budget available is divided into the national, provincial 
and local government equitable shares. Conditional grants to provinces are included in the national 
equitable share, as these are transferred by the national department responsible for the grant. During 
this process, the need for existing conditional grants will be reviewed and new conditional grants will be 
considered. Proposals for new grants will be discussed by various committees before they are formally 
adopted. Technically, the proposal for a grant should come from the relevant national line department, 
but they also often emerge as a result of recommendations from National Treasury to national 
departments.   

The division of revenues between the three spheres of government (the vertical division) is 
predominantly politically driven and reflective of governmentôs policy priorities. The issues taken into 
account in this process are set out in Part 1 of Annexure W1: The explanatory memorandum to the 
Division of Revenue, which is published with the Annual Budget and the Division of Revenue Act. Once 
the total amounts for the provincial equitable share and the conditional grants are approved, the process 
of determining each provinceôs share is carried out. This is a technocratic process. The provincial 
equitable share is divided between the provinces using a formula, discussed below. Conditional grants 
are divided according to allocation criteria that are specific to that grant.  

There are a number of steps in the process that lead to provinces being aware of their equitable share 
and conditional grant allocations and then receiving them. Provinces start their budget process during 
the division of revenue process so that the two processes run concurrently. Provinces receive their 
provincial equitable share, conditional grants and also raise a small amount of own revenues (the small 
blocks in figure one above). These resources combined are the total provincial revenues. While 
conditional grants can only be allocated to specific programmes or projects, the rest of provincial 
revenues are discretionary within the constraints imposed by national legislation and the associated 
norms and standards. Therefore, these discretionary funds are allocated according to provincial priorities 
that are reflected in the provincial budget. 

Figure 2 below shows the provincial shares of the division of revenue. 

Figure 2: Provincial Shares of the Division of Revenue  

 

The left-hand graph shows the split of the Division of Revenue between the three spheres government. 
The right-hand graph shows the provincial equitable share and the provincial conditional grants as a per 
cent of total allocations to provinces.   
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Note that these proportions have remained stable over the period of analysis, and that the provincial 
equitable share, the portion of funds provinces have discretion over, accounts for more than 80 per cent 
of the transfers they receive. It bears repeating: national government cannot dictate to provinces how 
this money must be allocated in their own budgets. National government can only influence how 
provinces allocate funds in their budgets through service norms and standards in national legislation. 

3.1.1  Division of the provincial  equitable share  

From Figure 2 above we can see that in 2016/17 just over 81 per cent of transfers from national 
government to provinces goes through the provincial equitable share. Part 4 of Annexure W1: The 
explanatory memorandum to the Division of Revenue explains the formula and criteria for the division of 
the provincial equitable share and conditional grants among provinces. This document provides a 
thorough and comprehensive explanation of the policy and technical decisions that affect the allocation 
of the provincial equitable share and the conditional grants. 

The 2016 Annexure W1 states: The equitable share is the main source of revenue for meeting provincial 
expenditure responsibilities. To ensure that allocations are fair, the equitable share is allocated through 
a formula using objective data on the context and demand for services in each of the nine provinces.  

The provincial equitable share formula is reviewed and updated on an annual basis with the most 
recently relevant data available. Some data, however, is not updated annually. The following data is 
updated annually: 

¶ mid-year population estimates published by Statistics South Africa 

¶ Department of Basic Educationôs preliminary data on school enrolment 

¶ data from the health sector and the Risk Equalisation Fund 

¶ Statistics South Africa regional Gross Domestic Product data, which is backdated two years. 

The 2010/11 Income and Expenditure Survey is the most recent official survey of income and 
expenditure levels in South Africa, and data from that survey has been used since the release of those 
results. Information on the school-going-age population is updated after every Census. 

As per Annexure W1: The provincial equitable share formula consists of six components that capture 
the relative demand for services between provinces and take into account specific provincial 
circumstances. The formulaôs components are neither indicative budgets nor guidelines as to how 
much should be spent on functions in each province or by provinces collectively. Rather, the education 
and health components are weighted broadly in line with historical expenditure patterns to indicate 
relative need. Provincial executive councils have discretion regarding the determination of departmental 
allocations for each function, taking into account the priorities that underpin the division of revenue.  

The six components of the provincial equitable share formula are as follows: 

¶ An education component (48 per cent), based on the size of the school-age population (ages 5 
to 17) and the number of learners (Grades R to 12) enrolled in public ordinary schools.  

¶ A health component (27 per cent), based on each provinceôs risk profile and health system case 
load.  

¶ A basic component (16 per cent), derived from each provinceôs share of the national population.  

¶ An institutional component (5 per cent), divided equally between the provinces.  

¶ A poverty component (3 per cent), based on income data. This component reinforces the 
redistributive bias of the formula.  

¶ An economic output component (1 per cent), based on regional gross domestic product (GDP-
R, measured by Statistics South Africa).  
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The relative shares of the components do not change from year to year, although through agreement of 
the Budget Council and Cabinet they could be changed. The formula in its current form has not changed 
since it was reviewed in 2011.   

What follows is a description of the maths behind each component and then a discussion of the logic 
underpinning the structure of the different components. 

First, the maths. Figure 3 on the following page is a simple graphical illustration of the calculations of the 
provincial equitable share formula. On the face of it, the formula appears complicated, but it is quite 
simple. 

Figure 3: How Provincial Equitable Shares are Calculated  

 

The formula divides the provincial equitable share up between provinces based on information in the six 
components. Logically the process is as follows: 48 per cent goes into the education component and it 
is divided up using school enrolment and school-going-age population data to work out each provincesô 
share of the education component. Similarly, 27 per cent goes into the health component and it is divided 
up based on each provinceôs risk profile and health system case load data, which gives each provincesô 
share of the health component. And the equivalent process is repeated for all the other components. 
The amounts from each component are added together to calculate one figure for each province, which 
is their equitable share. 

In the provincial equitable share model, per cent values for each component for each province are 
calculated using the above formula and then these are weighted using the proportion each component 
is of the total provincial equitable share to arrive at a single per cent value per province. This is illustrated 
in Table 1, which is taken from Annexure W1. 
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Table 1: Table W1.11 from Annexure W1  

 

This shows the final weightings of the provincial equitable share. The per cent value in the right-hand 
column, ñWeighted Averageò, is used to estimate each provinceôs share of the total provincial equitable 
share ï i.e. one per cent value per province that is used to calculate one amount per province. 

Provinces are not advised what the Rand value of each component is. Schedule 2 of the annual Division 
of Revenue Act only indicates a single amount for each province, and through their prioritisation and 
budgeting processes they must allocate this amount across competing priorities. It is no more 
prescriptive than that. The education and health components are not education and health funding 
formulae. There is no component for social development, yet provinces allocate significant funding to 
that sector. The same argument can be applied to provincial agriculture and each and every other 
provincial function. All are funded from the provincial equitable share. 

3.1.2  The logic of the provincial equitable share formula  

The equitable share formula needs to be viewed holistically as a mechanism that divides the provincial 
equitable share for funding the whole basket of provincial services/functions. The most efficient and cost-
effective way to deliver that basket of services depends on the circumstances in each province ï and 
these circumstances differ by province. The best combination of each service in the basket depends on 
the circumstances. In one province, giving priority to preventative health will have a tremendous impact 
on education outcomes, whereas in another province spending more on education may reduce the need 
for preventative health expenditure. There are many possible other interactions between the services 
that provinces are responsible for. The provincial equitable share gives provinces the discretion to decide 
how best to combine these various services for maximum public benefit. This is a crucial part of allowing 
provinces to exercise democracy. 

The six components of the formula combine to create desirable incentives. 

The education component uses the size of the school-age population (ages 5 to 17) and the number of 
learners (Grades R to 12) enrolled in public ordinary schools. These two variables are weighted equally. 
The combination of these variables creates a financial incentive for provinces to not keep learners older 
than 18 years in school, and also compensates provinces that have a greater percentage of learners 
attending public schools as opposed to private schools. The education component only uses data about 
children in school and children of school-going age. This means that there is no disadvantage, or 
advantage, for provinces that have disproportionately large or small school-going age populations. 

The health component combines risk-adjusted capitation data with data on the demand for health 
services. The risk-adjusted capitation data weights the population according to their health risk profile. 

Table W1.11  Distributing the equitable shares by province, 2016 MTEF
 Education  Health  Basic 

share 

 Poverty  Economic 

activity 

 Institu-

tional 

 Weighted 

average 

48.0% 27% 16% 3% 1% 5% 100%

Eastern Cape 15.1% 13.5% 12.6% 16.2% 7.7% 11.1% 14.0%

Free State 5.3% 5.3% 5.1% 5.3% 5.1% 11.1% 5.6%

Gauteng 17.8% 21.7% 24.0% 17.2% 33.8% 11.1% 19.7%

Kw aZulu-Natal 22.4% 21.8% 19.9% 22.3% 16.0% 11.1% 21.2%

Limpopo 13.1% 10.3% 10.4% 13.6% 7.3% 11.1% 11.8%

Mpumalanga 8.5% 7.4% 7.8% 9.1% 7.6% 11.1% 8.2%

Northern Cape 2.3% 2.1% 2.2% 2.2% 2.0% 11.1% 2.6%

North West 6.5% 6.7% 6.7% 8.0% 6.8% 11.1% 6.9%

Western Cape 9.0% 11.1% 11.3% 6.1% 13.7% 11.1% 10.0%

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: National Treasury
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Provinces with populations that consist of higher risk categories of people ï mainly age-related ï get 
higher weights. This is balanced with the demand for services in the province in proportion to demand 
for services in the rest of the country. The risk-adjusted sub-component is weighted 75 per cent of the 
health component, which ensures provinces with higher risk populations are compensated accordingly. 
Provinces with high levels of demand on their services are likewise compensated for that. Note that as 
75 per cent of this component is based on the population profile and only 25 per cent on actual demand 
for services, provinces have an incentive to invest in preventative health interventions that lower the 
demand for services and therefore reduce the need for expenditure in health. 

The basic component ensures provinces are compensated if there is migration into the province, as a 
growing population places additional burdens on provincial services. The institutional component 
recognizes that there is a range of costs associated with the running of a province that is not affected by 
the size of the population. Therefore provinces with small populations benefit from this component as 
the allocation per person is larger. The poverty component recognizes that provinces with large poor 
populations will face increased service delivery burdens for certain services. Finally, the economic 
component provides provinces with an incentive to manage factors that will promote economic activity 
in their province. At one per cent of the provincial equitable share, this is reflective of the direct impact 
the responsibilities assigned to provinces have on economic activity. 

It is worth repeating that the provincial equitable share formula recognises the basket of services and the 
variety of conditions under which these services are provided in South Africa. It is also worth repeating 
that the size of the health and education components are not indicative of the relative size budgets in 
these sectors should be, nor are the education or health components education or health funding 
formulae. 

The provincial equitable share formula needs to be seen, in its entirety, simply as a mechanism for 
determining each provincesô share of the provincial equitable share in a manner that is objective, 
transparent and fair. The fact that the provincial equitable share is an unconditional transfer to provinces 
enables them to take democratic accountability for how they prioritise resources across the functions 
assigned to them. One of the great strengths of the formula is that it is simple, but being simple means 
it does not account for all the nuances many people would like to see incorporated into it. However, 
complicating the formula with additional variables will make it less transparent and only shift some funds 
between provinces at the very margin. A cynical view is that the formula is equitable because all 
provinces are equitably unhappy with it. Gauteng argues that the formula does not recognise the 
additional costs of providing infrastructure in a metropolitan context, while Northern Cape argues that the 
formula does not recognise the additional costs of servicing remote settlements, and KwaZulu-Natal 
argues that it does not recognise that providing services in very hilly regions costs more.  

3.1.3  Conditional grants  

In principle, conditional grants should have limited lifespans as all provincial functions should be funded 
through the provincial equitable share. Conditional grants limit provincial discretion in their budgeting and 
resource allocation process, and thereby interfere with the democratic choices of provinces. 

As mentioned, conditional grants typically emerge during the budget process at the request of a national 
department, or are suggested by National Treasury. The national department responsible for a 
conditional grant is responsible for managing the allocation and disbursement of the grant. During the 
division of revenue process, the national department and National Treasury discuss the conditional 
grants and agree on the structure of each grant, conditions, reporting requirements and so on. There is 
a standard format for conditional grants, and there is a limited range of requirements that national 
departments can impose on provinces, plus a set of reporting requirements that must be imposed. 
National Treasury and the national departments work together to ensure the desired policy objectives of 
the conditional grant can be achieved while also ensuring adherence to budgeting rules and norms. 
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At the provincial level, conditional grants are part and parcel of the funding envelope and included in their 
budgets as are other sources of income. However, conditional grants have to be spent in the sector 
designated by the conditions of the grant. 

There are two issues regarding conditional grants that must be noted. First, when a province receives a 
new conditional grant, national government has no means of forcing provinces to maintain historical 
levels of expenditure on that specific function. This is explained as follows. Assume Northern Cape 
spends R100 million of their equitable share on textbooks. National government feels that provinces 
should prioritise textbooks and introduces a conditional grant for textbooks. Letôs assume Northern Cape 
receives R50 million through the new conditional grant, which they have to allocate to textbooks. 
Northern Cape may choose to increase their expenditure on textbooks to R150 million, but they could 
also leave it at R100 million. Of that R100 million, therefore, R50 million comes from the equitable share 
and R50 million from the conditional grant. The conditional grant has effectively allowed the province to 
move R50 million of the provincial equitable share to other areas of expenditure. Also, national 
government cannot stop the province from reducing expenditure on textbooks to only what they get 
through the grant i.e. to just R50 million. This practice of removing equitable share funding from the 
budget of a programme that receives a conditional grant allocation is fairly common practice, and is 
sometimes referred to as ñhollowing outò the budget.  

Second, the money for conditional grants needs to come from somewhere. Funding for a new conditional 
grant comes at the expense of funding something else. Or a conditional grant simply involves shifting 
funding from the provincial equitable share into a grant, which imposes additional budgeting and 
reporting requirements on the province. This means that the provincial equitable share is reduced by the 
amount of the conditional grant. So, in other words, the net revenue position of the province remains the 
same, but its discretion over allocating the funds is reduced and its reporting and budgeting requirements 
are increased. 

The default position with respect to conditional grants is that they should be temporary and that the 
funding should eventually be phased into the provincial equitable share. This is the position even though 
there are many conditional grants that have been around for some time. 

Generally, conditional grants can be motivated on the following grounds: 

¶ To ensure that funding for new policies and/or priorities is allocated to the issues ï 

government often introduces new policies that should be funded, but that may not have 
historically received funding from provinces. Conditional grants can be used to ensure funding is 
set aside by provinces for such issues. This may include shifting functions from another sphere 
of government to provinces. 

¶ To ensure specific priorities are funded ï there are certain priorities that government sees as 

so crucial that it feels it necessary to protect funding for the priority through a conditional grant. 
In principle, there should be no need for such conditional grants as norms and standards should 
be used to ensure provinces allocate funding to important issues. In education, the infrastructure 
related grants and the National Schools Nutrition Programme are examples of grants introduced 
for this reason. 

¶ To address inequalities and unequal distribution effects that cannot be addressed 
through the equitable share formula ï in some sectors it is more cost effective to not have 

equitable distribution of services across the whole country and rather compensate some 
provinces that provide services to populations from other provinces. A good example of this is 
tertiary hospitals. Given the structure and cost of tertiary hospitals, it is not necessary, or 
beneficial, to have tertiary hospitals in all provinces, but rather have fewer very good tertiary 
hospitals and ensure that the provinces where they are located are funded so that they can 
provide quality services to the populations of other provinces. 

¶ To deal with transitional issues ï conditional grants are an effective mechanism for ensuring 

that short term funding issues can be addressed. In government there is often a shift of function 
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between spheres of government. Conditional grants are used to separate this funding from 
provincial budgets before the function and the budget is transferred to another sphere. The FET 
Colleges grant, which no longer exists, was introduced specifically for this purpose. 

Table 2 shows the conditional grants for education to provinces that are part of the 2016 medium-term 
expenditure framework. 

Table 2: Education Conditional Grants to Provinces  

 

Note that some grants are introduced and then phased out. The Occupational-specific dispensation for 
educator sector therapists ended in 2015/16. The School infrastructure backlogs grant ends in 2016/17 
when those funds will be shifted into the Education infrastructure grant. In 2016/17 the grant is an in-kind 
grant that is managed by the national department, but from 2017/18 the funds will go directly to the 
provinces. 

Annexure W1 explains any updates or changes made to conditional grants that will be introduced with 
the budget. The following is copied from the 2016 Annexure W1: 

Basic education grants 

Provinces use the education infrastructure grant to construct, maintain and refurbish education 
infrastructure and schools. The baseline reduction on this grant in 2016/17 is R160 million. The 
reduction to the baseline over the MTEF amounts to R520 million. The grant totals R35.9 billion 
over the MTEF period, which includes a ring-fenced amount of R112.9 million in 2016/17 to repair 
school infrastructure damaged by natural disasters. 

The school infrastructure backlogs grant is an indirect grant to provinces that was introduced in 
2011 as a temporary, high-impact grant. The Department of Basic Education uses this grant to 
build and upgrade schools on behalf of provinces to address inappropriate structures and access 
to basic services. To address the grantôs disappointing performance, it will be merged with the 
education infrastructure grant from 2017/18. However, the baseline allocation under this grant 
will remain unallocated in 2017/18 and 2018/19, subject to a review of pipeline projects in 2016. 
In 2016/17, the last year of its current form, the grant is allocated R2.4 billion. The baseline of the 
education infrastructure grant is R9.6 billion in 2016/17, R12.8 billion in 2017/18 and R13.5 billion 
in 2018/19. Over the MTEF period, R3.6 billion in 2017/18 and R3.8 billion in 2018/19 will remain 
unallocated. 

Infrastructure grant reforms to improve planning were introduced in 2013 after a decade of 
provincial capacity building through the Infrastructure Delivery Improvement Programme. Under 
the requirements introduced in the 2013 Division of Revenue Act, provincial education 
departments had to go through a two-year planning process to be eligible to receive incentive 
allocations in 2016/17. The departments had to meet certain prerequisites in 2014/15 and have 

R million 2015/16 2016/17 2017/18 2018/19 MTEF total

Basic Education 15,632      16,213    19,717      20,851       56,781      

Education infrastructure 9,354        9,614      12,780      13,512       35,906      

HIV and Aids (life skills education) 209           231         245           260            736           

Maths, science and technology 317           362         385           407            1,155        

National school nutrition programme 5,685        6,006      6,306        6,672         18,984      

Occupational-specif ic dispensation for education 

sector therapists
66             ï           ï               ï              ï               

Indirect transfers 2,047        2,375        ï         ï            2374.867

Basic Education 2,047        2,375      ï               ï              2,375        

School infrastructure backlogs 2,047        2,375      ï               ï              2,375        

Source: National Treasury
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their infrastructure plans approved in 2015/16. The Department of Basic Education and the 
National Treasury assessed the provincesô infrastructure plans. A moderation process was 
undertaken between the national department, provincial treasuries and provincial departments 
of basic education to agree on the final scores. From 2015/16, provinces needed to obtain a 
minimum score of 60 per cent to qualify for the incentive. Table W1.20 shows the final score and 
incentive allocation for each province. 

 

The national school nutrition programme grant seeks to improve the nutrition of poor school 
children, enhance active learning capacity and increase school attendance. It provides a free 
daily meal to pupils in the poorest 60 per cent of schools (quintile 1 to 3). In a handful of provinces, 
the shift from provincial quintile classification to the national quintile system meant a number of 
schools that were previously benefiting from the programme could no longer benefit, although 
the need remained. This gap has now been rectified, without diluting the benefits of the 
programme. The grant is allocated R19 billion over the MTEF period. The baseline has not been 
reduced.  

The maths, science and technology grant, a grant that resulted from the merging of the Dinaledi 
schools grant and the technical secondary schools recapitalisation grant, is providing targeted 
interventions to improve outcomes in maths and science learning, and grant administration has 
been streamlined. The baseline is maintained at R1.2 billion over the MTEF period.  

The HIV and Aids (life skills education) programme grant provides for life skills training and 
sexuality and HIV/AIDS education in primary and secondary schools. It is fully integrated into the 
school system, with learner and teacher support materials provided for Grades 1 to 9. The grantôs 
baseline is preserved and allocated R735.7 million over the MTEF period.  

The occupational-specific dispensation for education sector therapists grant provided funds for 
provinces to implement the occupation-specific dispensation agreement for therapists, 
counsellors and psychologists in the education sector. The grant was allocated for two years 
(2014/15 and 2015/16) while back-pay was funded and new remuneration levels were 
normalised. The grant no longer exists. 

3.1.3.1 Infrastructure conditional grants 

As mentioned above, provinces receive the Education infrastructure grant. 2016/17 is the last year the 
School infrastructure backlogs grant will be implemented by the National Department of Basic Education. 
In 2017/18 the grant will be transferred to the provinces, which will use the funds to implement 

Table W1.20  Education infrastructure grant allocations

R thousand

Basic 

component

Incentive 

component

Disaster 

recovery 

funds

Eastern Cape 62% 1,443,538      ï                    61,550           1,505,088  

Free State 54% 695,122         ï                    ï                    695,122     

Gauteng 64% 1,252,428      133,309         ï                    1,385,737  

Kw aZulu-Natal 64% 1,825,012      133,309         ï                    1,958,321  

Limpopo 46% 830,532         ï                    ï                    830,532     

Mpumalanga 27% 788,153         ï                    ï                    788,153     

Northern Cape 69% 353,229         133,309         ï                    486,538     

North West 60% 787,249         133,309         51,431           971,989     

Western Cape 78% 858,903         133,309         ï                    992,212     

Total 8,834,165      666,546         112,981         9,613,692  

Source: National Treasury

Planning 

assessment 

results from 

2015

2016/17 Final 

allocation 

for 2016/17
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infrastructure projects. Note that although the School infrastructure backlogs grant ends, the money 
remains in the education sector:  

During the MTEF period, two education grants will merge into one grant to improve performance. 
The school infrastructure backlogs grant is absorbed into the education infrastructure grant from 
2017/18, but the school infrastructure backlogs grant remains unallocated in these two years to 
allow for a proper conclusion of backlog projects. These projects will be reviewed in 2016 to 
ensure that all Accelerated Schools Infrastructure Development Initiative backlog projects have 
been added to the merged grant. As a result, the full value of the school infrastructure backlogs 
grant (R2.6 billion in 2017/18 and R2.8 billion in 2018/19) is added to the education infrastructure 
grant in the outer years of the MTEF period 

The school infrastructure backlogs grant is an indirect grant to provinces that was introduced in 
2011 as a temporary, high-impact grant. The Department of Basic Education uses this grant to 
build and upgrade schools on behalf of provinces to address inappropriate structures and access 
to basic services. To address the grantôs disappointing performance, it will be merged with the 
education infrastructure grant from 2017/18. However, the baseline allocation under this grant 
will remain unallocated in 2017/18 and 2018/19, subject to a review of pipeline projects in 2016. 
In 2016/17, the last year of its current form, the grant is allocated R2.4 billion. The baseline of the 
education infrastructure grant is R9.6 billion in 2016/17, R12.8 billion in 2017/18 and R13.5 billion 
in 2018/19. Over the MTEF period, R3.6 billion in 2017/18 and R3.8 billion in 2018/19 will remain 
unallocated. 

Until 2011/12 provinces received the Infrastructure grant, which included allocations for roads, health 
and education. It was restructured so that conditional grants could become more aligned with the needs 
of the individual sectors. 

3.1.3.2 Infrastructure incentive allocations 

A number of reforms to infrastructure conditional grants to provinces were introduced during the 2013 
MTEF. There are regularly references in Annexure W1 to capacity support programmes for infrastructure 
delivery. The reforms to the infrastructure grants aimed to force provinces to take ownership and 
responsibility for developing their own infrastructure delivery capacity. This is evident in the pre-requisites 
for accessing the grants. The reforms introduce incentives to promote good infrastructure delivery 
management system practices. In short, provinces were required to have the following in place before 
they could bid for their infrastructure grant allocations: 

¶ An agreed framework outlining the roles and responsibilities within a provincial infrastructure 

delivery management system, which has been adopted and signed off by the Provincial 

Cabinet. This framework must also be supported by the appropriate capacity. 

¶ Long-term infrastructure plans (a user asset management plan) for each sector, aligning a 

departmentôs strategic objectives and infrastructure needs. 

¶ Appropriate monitoring systems and contract management systems that enable filing, 

record-keeping and tracking project expenditure. 

If the above pre-requisites are met by the province, it can then follow a process of bidding for provisionally 
allocated funds two years in advance. Once funds are allocated, the provinces have to comply with the 
documents used in the bid, otherwise funds are withheld. Funds are also withheld if there is materially 
slow delivery. The funds that are not awarded or withheld are added to a pot of money that other 
provinces can bid for, thus ensuring the funds get spent in the sector, but not necessarily in the province, 
for which they were originally intended.  
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3.1.4  Analysis of tran sfers to provinces  

Table 3 compares provincial budgets for education with conditional grant allocations. This analysis is 
provided here as the numbers analysed below are discussed in the previous sections. 

Table 3: Shares of education expenditure and transfers to provinces 2016/17  

 

The above per cent values have been calculated as follows: 

¶ Column 1 is calculated by dividing each provinceôs education budget by the total of all provincial 
education budgets. 

¶ Column 2 is the education component of the provincial equitable share. 

¶ Column 3 is the weighted share of the provincial equitable share (the final weight). 

¶ Column 4 is each provinceôs share of the four education conditional grants to provinces. 

¶ Column 5 shows what proportion of the education budget in each province is funded from 
conditional grants.  

Note the following: 

¶ Each provinceôs share of the total provincial education budget is closely aligned to the education 
component. KwaZulu-Natal is the only province where the share of the total education budget is 
more than half a per cent less than its share of the education component. Free State, Gauteng, 
Northern Cape, North West and Western Cape have a greater share of provincial education 
budget than suggested by the education component.  

¶ The shares of the conditional grants are not closely aligned with the shares of the budget or 
education components. This shows how the conditional grants are targeted at specific objectives 
(backlogs) that the equitable share formula does not capture. 

¶ In the Northern Cape, conditional grants make up 9.5 per cent of its education budget, and this 
province is an outlier in this regard. Column 5 shows that only a small proportion of provincesô 
education budgets is dictated by national government. 

3.1.5  FFC recommendations  

The Financial and Fiscal Commission is mandated by the Constitution to make recommendations each 
year on the Division of Revenue. Governmentôs response to the recommendations are tabled in 
Annexure W1. The recommendations should focus on how nationally-raised revenue is divided across 
the three spheres of government, and comment on whether government has taken into consideration 
the issues raised in Section 214 (2), which are shown in section 2.1.2 above. The FFC recommendations 
should not be about policy issues, but rather fiscal issues. For instance, its mandate is to make 
recommendations on how an existing policy position on education infrastructure should be funded, but it 
does not have a mandate to recommend that education infrastructure should be prioritised. 

Province

 Shares of 

Education Budget 

2016/17 

 Education 

Component 
 PES Shares 

 Shares of 

Conditional Grants 

2016/17 

 Grants / 

Budgets 

2016/17 

1 2 3 4 5

Eastern Cape 14.6% 15.1% 14.0% 15.6% 5.1%

Free State 5.7% 5.3% 5.6% 7.3% 6.1%

Gauteng 18.5% 17.8% 19.7% 14.4% 3.8%

Kwazulu-Natal 21.5% 22.4% 21.2% 20.3% 4.6%

Limpopo 12.8% 13.1% 11.8% 8.9% 3.3%

Mpumalanga 8.5% 8.5% 8.2% 8.3% 4.7%

Northern Cape 2.6% 2.3% 2.6% 5.0% 9.5%

North West 6.8% 6.5% 6.9% 10.0% 7.1%

Western Cape 9.1% 9.0% 10.0% 10.2% 5.4%
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In recent years, the FFC has misinterpreted its mandate. This can be seen by the fact that government 
suggested some recommendations are not relevant to the division of revenue in the 2016 Annexure W1. 
However, the FFC is invited to make presentations on the division of revenue to Parliament, and is also 
often invited to make presentations to provincial legislatures. It also holds workshops, and staff of the 
FFC attend various government meetings, including the Technical Committee of Finance, the Budget 
Council and various budget function meetings. They can be a very worthwhile ally in trying to influence 
budget matters.  

3.2  National and provincial b udget process es  

A key contributor to ensuring a transparent and fair budget is that there is a robust budget process that 
is followed consistently from year to year. Any attempt to influence budget allocations in South Africa 
needs to recognise two key features of the budget process: first, that there is a process that is followed 
every year and second, that the budget is planned over the medium term.   

Within the process, there are specific windows for public consultation during which inputs on the budget 
can be given. It is important to know what these opportunities are, when they are scheduled and what 
can be achieved during each period. If the opportunity is missed, one has to wait till the next year. It is 
also important to take a medium-term perspective to influencing budget allocations, and to plan oneôs 
advocacy strategy accordingly. 

3.2.1  The importance of thinking in terms of the medium -term expenditure framework  

Figure 14 below provides a simple overview of how a medium-term expenditure framework works.   

Figure 4: Simple Overview of the MTEF Process  

 

Usually in February every year, the budget is tabled. In February 2016, the 2016 MTEF was tabled. 
Expenditure plans for 2016/17 are known as the budget year allocations. When the budget is passed, 
the 2016/17 budget is enacted into law through a vote of Parliament. In the provinces, the provincial 
budget is voted into law by the provincial legislatures. It is tabled with indicative allocations for 2017/18 
and 2018/19.   

The entire MTEF is adopted, but the indicative allocations are not binding in law and can be changed in 
future years without any legal process being followed. In comparison, the budgeted amounts can only 
be changed through an adjustments budget, which is voted on. 
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At the start of the 2017 budget process, the indicative allocations for 2017/18 and 2018/19 (from the 
2016 MTEF) become the baselines for the 2017 MTEF. The 2019/20 baseline is worked out by growing 
(or shrinking) the 2018/19 baseline by a growth factor, which is usually based on forecasts of inflation. 
During the budget process, much noise is made about the additions or adjustments to baselines. 
Additions to baselines are essentially that ï the amount of money added to the baselines (indicative 
allocations from the previous years) during the budget process. During periods of growth there are 
usually additions to the baseline, but during periods of economic recession the baselines are more likely 
to be reduced. 

A key part of understanding how to influence the budget is to understand how the MTEF works. It is a 
forward-thinking game. One should not focus on the annual budget, but on allocations over the MTEF. 
Once the annual budget is tabled, the chances of making changes to it are so small that is not worth the 
effort. It is far easier to get a treasury and the rest of a medium-term expenditure committee (see below) 
to consider making funds available in the outer year of the MTEF than it is to make changes to the annual 
budget. A small allocation introduced in the outer year (i.e. 2018/19 in the 2016 MTEF) can receive 
additions in the 2017 MTEF and be a significant starting allocation for something in the 2018/19 Budget 
in the 2018 MTEF. So rather than trying to get additional money in the budget, the aim is to get the 
money into the MTEF baseline.   

3.2.2  The budget process  

The budget process involves many steps and some going backwards and forwards, especially towards 
the end of the process. One of the first steps in the process is the publication of the MTEF Technical 
Guidelines, which contain detailed information on how budgets must be prepared, what information must 
accompany budget submissions, whether there are additional funds or not and so on. The guidelines 
also outline the schedule of meetings for the budget process. At the beginning of the process, National 
Treasury explains the forecasted economic circumstances that inform what resources are available and 
the various budget rules that departments and provinces must follow in the upcoming budget 
discussions. 

The budget process essentially involves meetings made up of committees from national and provincial 
departments ï called budget function groups, and other committees made up of senior officials from 
national departments ï called medium-term expenditure committees. These are explained in the 2017 
MTEF Technical Guidelines (which are available on the National Treasuryôs website). There are usually 
a number of rounds of meetings in between which departments and provinces work on their budgets as 
per the initial discussions. During the process there are a few meetings with members of the national 
and provincial political executives. The two key political committees are the Budget Council (the 
provincial MECs of finance meet with the Minister of Finance) and MINCOMBUD, which is the Ministerôs 
Committee on the Budget, chaired by the Minister of Finance, and consists of ten national ministers. 
Even though there is a rigorous process of discussing and interrogating budgets, these meetings happen 
behind closed doors.   

In October each year, the Medium-Term Budget Policy Statement (MTBPS) is tabled. The most 
important function of the MTBPS is that it signals policy changes and likely additions to baselines in the 
MTEF that will be tabled in February. Along with the MTBPS, the adjustments budget for national 
government is tabled, which may include changes to conditional grant allocations to provinces. 

The MTBPS and the annual budget are different processes, but there are a number of key similarities: 

¶ The Budget Council and the MINCOMBUD approve them before are they presented to Cabinet 

¶ Cabinet approves them before they are tabled in Parliament. 

¶ They are both discussed by the Standing Committee for Appropriations in the National Assembly 
and the Select Committee for Appropriations in the National Council of Provinces 
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A simple overview of the budget process is provided in Figure 5 below. 

Figure 5: Simple Overview of the Budget Process  

 

The rectangle showing the various meetings of government officials is black to indicate that this part of 
the budget process happens behind closed doors. That process is also akin to a train leaving a station ï 
if a proposal has not been put to government departments before or during this period, the opportunity 
for that budget cycle is lost. 

The first evidence that a proposal put forward has been considered seriously is if it is mentioned in the 
MTBPS. The first sign there is actual commitment is if it is allocated funds in the MTEF. 

When considering engaging with government to influence the budget process, the following windows 
exist: 

¶ An idea has to be pitched to a department before the start of the budget process. Organisations 
should consider using the opportunities presented by the ñBudgetary Review and 
Recommendations Reportsò required in terms of the Money Bills Amendment Procedures and 
Related Matters Act. It is difficult to pinpoint the exact deadline, but in general if a proposal is not 
prepared by the end of July then the opportunity for that year has been lost. This means that an 
outsider trying to influence the budget must plan for a process of consulting, advising and 
lobbying a department to be concluded during July at the latest. 

¶ The MTBPS tabled in October each year is the first time it will become evident if the idea has 
gained traction in national government. If it has not, then noise can be made in the press and 
other channels. A more effective mechanism is to engage with the Standing and Select 
committees of Parliament and propose recommendations they should make in their 
recommendations on the MTBPS in terms of the Money Bills Amendment Procedures and 
Related Matters Act. 

¶ Once the budget is tabled in February, there are various consultations with committees and the 
Money Bills Amendment Procedures and Related Matters Act applies.  

In addition to above, throughout the year members of Parliament, in both houses, are entitled to submit 
questions to the Minister of Finance. The responses to these questions are published on the National 
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Treasury website. The strategy with regards to the recommendations and the questions discussed above 
is that the Ministry of Finance is required to provide written responses. These responses are published 
and can therefore be referred back to at a later date.   

At the national level, the above opportunities allow, or limit, the public wanting to influence the budget to 
the following.   

¶ Firstly, engage with the national department and/or provincial department about the need to 
allocate funds to a specific policy objective. During this engagement, the department must be 
advised on why the issue should be funded, how it should be funded and what the resource 
requirements are. They should be given a long-term plan that involves a small allocation in the 
second or third year of the MTEF that then grows over time as the programme becomes more 
established. The department must then submit the bid and argue for funding during the budget 
process. At the national level, it is advisable to ensure the engagements with the national 
department include the relevant official from the Public Finance Division of National Treasury so 
that that official is fully informed about the proposal when it is discussed in the budget process. 
At the same time, arguments regarding the policy objective can be published in the media. Also, 
members of Parliament and/or provincial legislatures can be engaged with. Questions they 
should ask in debates or submit in writing can be proposed to them. 

¶ When the MTBPS is tabled, it should be reviewed for evidence that the proposal has been 
considered and there is at least a statement that funds are committed to the proposal. If this has 
not happened, and assuming the department did try to bid for funds, then the lobbyist needs to 
use the right channels to ensure the ideas are heard. Again, publishing arguments in the media, 
especially opinion pieces, will get the message out there. Another avenue would be to engage 
directly with members of the Standing and Select committees ahead of the hearings on the 
MTBPS. When members go to the hearing, they must be informed about the proposal and 
reasons why it has been motivated, as well as be given specific and direct questions they can 
ask officials during the hearings. Recommendations that the members can make in their reports 
on the MTBPS should also be provided. It is important to provide recommendations that are 
realistic and actionable. Government must not be given an opportunity to dodge the 
recommendation on technical grounds or on the basis that the recommendation is unreasonable. 
Remember that the aim at the beginning is to just get some funding in the third year of the MTEF. 
For instance, ñIt is recommended that growth in the third year of the MTEF for X, Y and Z be 
reduced by 5 per cent each so that XXX million can be allocated to this priority in the third year 
of the MTEFò.  

¶ When the budget is tabled, a similar approach to the above needs to be taken. Arguments should 
be made in the media, and members of committees should also be engaged with. In terms of 
consultations on the budget, it is also constructive to engage with committees in the provincial 
legislatures. Generally, the most appropriate committee with be the Committee on Finance, but 
these vary in name by province. Again, questions to be asked in hearings can be provided and 
recommendations for the committees (in the NA and NCOP) suggested. Recommendations 
need to reasonable and actionable. During these hearings, the responses to the 
recommendations from the MTBPS can be referred to. If promises or commitments were given 
that were not honoured, then very pointed and accusatory questions can be asked. 

¶ In addition to the above, there are opportunities for Members of Parliament to submit written 
questions to the Minister of Finance. Through an MP, very specific and targeted questions can 
be proposed. They can be asked in the form of proposals or recommendations, e.g. ñwhy canôt 
X, Y and Z be reduced to create an allocation for XXX?ò 

When government revenues are growing, which is generally the case when the economy is growing, the 
budget process involves allocating additions to baselines. When revenues are shrinking, the budget 
process involves holding baselines steady and even cutting them. During periods of growth, itôs obviously 
much easier to bring new items into the budget than when baselines are being cut. However, it is still not 
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easy to do so, even if one is working from inside government. Correspondingly, when working from the 
outside it is that much more difficult. 

Well-informed and costed proposals can be pitched by the relevant national/provincial department in 
Budget Function meetings. However, the concept needs to be sold during the MTEC meetings and then 
agreed to and/or not be rejected in the Technical Committee on Finance, the Budget Council and the 
MINCOMBUD, and ultimately the Cabinet, before it is funded. The more the funding goes under the 
radar to start with, the better. The government official a lobbyist will most likely be engaging with will 
present the concept in the Budget Function meetings, but that official is likely to rely on other people to 
do the bidding the rest of the way. So a proposal needs to rely on the quality of the argument (and the 
document), rather than on a particular official. 

It is not easy to influence the budget. 

3.2.3  Provincial budget pro cesses  

The provincial budget process is intertwined with the national budget process, but at the individual 
provincial level, the process is very similar to that shown above. 

According to the 2017 MTEF Technical Guidelines, the following are the key dates in the process: 

¶ 12 August 2016: Provincial treasuries submit first draft 2017 Budgets to National Treasury ï at 

the time these are submitted, the provinces have not made any substantive engagements on the 
budget, and the main purpose of this submission is to show that the province has complied with 
the requirements set out in the MTEF Technical Guidelines. Previously it was suggested that any 
process of engaging with a national department in an attempt to influence the budget should be 
completed by end of July. The equivalent date at the provincial level is August. After this date the 
MTEC process should begin and any proposals for new funding must be fully prepared by this 
time. 

¶ 28 October: Preliminary allocation letters issued to provinces ï equitable share and conditional 
grant allocations. This the first-time provinces see the allocations they receive from the provincial 
equitable share and the conditional grants. At this stage, they will know whether they can expect 
additional funds or cuts. These letters provide a preliminary indication of changes. 

¶ 18 November: Provincial treasuries submit 2nd draft 2017 Budgets to National Treasury: 
Estimates of Provincial Revenue and Expenditure and database ï this draft of the budget will 
include changes made to the provincial equitable share and conditional grants. Between 
submitting the first draft and finalising this draft, provinces should have gone through their own 
internal MTEC process.   

¶ 01-06 December: Provincial Benchmarking ï provinces present their budgets to National 
Treasury, at which time they need to defend a wide range of budget decisions they have taken. 
They are then advised on changes they should make to their budgets. This is a closed-door 
process. 

¶ 9 December: Second allocation letter to provinces ï this letter is an update on the letter sent out 

in 28 October. Provinces will be aware of changes since the first letter. There shouldnôt be any 
significant changes to the allocations, but some of the allocations may change at the margin. 

¶ 12Ȥ18 January 2017: Provincial benchmark exercise for 2017 Budget (2nd round) ï provincial 
budgets are checked again, presumably to ensure that recommendations made during the first 
benchmarking were implemented. 

¶ End Jan / Early Feb 2017: Final allocation letters issued to provinces ï these letters serve as 

final confirmation of the allocations. There should be very little change between this version of 
the allocation letter and the previous. 

¶ End Feb / Early March 2017: Provincial 2017 budgets tabled at provincial legislatures ï the 

budgets are then debated in the provincial legislatures. 
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Note that provinces are not required to table a MTBPS, and those that do so, do it voluntarily. They are 
required to table adjustment budgets, but they will only change the budget year allocations in that 
process. 

A crucial feature of the provincial budget process to be aware of is that it is during this process that 
provinces decide how much they will allocate to education. As mentioned, they have to allocate the 
conditional grants to predetermined budgets or projects ï but this makes up only 20 per cent of their 
budgets. The rest of the budget is determined through their own allocation process.   

As with the national budget, influencing the provincial budget is difficult ï perhaps even more so than the 
national budget. While provincial legislatures will debate their budgets, this process is much less robust 
than the process at  the national level. The reporting process around the MTBPS and the budget required 
by the Money Bills Amendment and Related Procedures Act does not apply to provincial legislatures. 
Although certain provinces have put in place similar legislation to regulate this process. 

The same principles apply: think forward over the MTEF, and if you donôt sell your proposal by August 
its effectively dead until the next year. 

3.3  Budgets of provincial education departments  

When preparing provincial budgets for tabling in the provincial legislatures, provincial treasuries and 
provincial departments have to comply with national guidelines on the format of provincial budgets, which 
govern: 

¶ the programme and sub-programme structure of provincial Votes; 

¶ the classification of and presentation of allocations by economic classification; and 

¶ the format of budget and supporting information in the annual Estimates of Provincial Revenue 
and Expenditure that the MEC of Finance tables in the provincial legislature.  

Section 7 sets out further details regarding these guidelines. 

Compliance with the relevant guidelines results in the annual Budget Vote documents for each provincial 
education department. The easiest place to source these documents is the National Treasury website. 

If well-prepared, these Budget Vote documents give a wealth of information regarding the operating 
circumstances, priorities and decisions that informed the budget, as well as performance-related 
information. 

The following table shows the programme budget for the provincial education department in the Western 
Cape. This structure clearly shows the total funds allocated to fund different categories of schools, and 
different areas connected to the provision of school education. 
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Each programme is broken down into sub-programmes, which provide greater detail. The following table 
shows the sub-programmes for Programme 2: Public Ordinary School Education. 

 

Similar sub-programme information is available for each of the programmes. 

In addition, programme budgets are presented by economic classification, as follows: 
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Provinces are also required to present more detailed information as annexures to the Budget Vote: 

¶ the economic classification information for the programmes. This covers the so-called ñof whichò 
items within the Goods and Services category ï see Table B.3 in the Provincial Budget Formats 
Guide; 

¶ detailed information on transfers to municipalities and other entities ï see Table B.4 in the 
Provincial Budget Formats Guide;  

¶ budgets and expenditure progress information for school infrastructure projects ï see Table B.5 
in the Provincial Budget Formats Guide; and 

¶ a breakdown of departmental expenditure and allocations by municipality. For the 2016 budget, 
only Eastern Cape, Gauteng, Mpumalanga and Western Cape provided breakdowns. 
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The aggregate data reported in the budget formats cannot be used to track expenditure on individual 
schools. Therefore section 30(2)(a)(ii) of the 2016 Division of Revenue Act aims to get provinces to 
gazette allocations by school. 

 

National Treasury has determined the format for the publication of the school allocations in an annexure 
to the Provincial Budget Formats Guide as follows: 

 

 

The 2016 Estimates of Provincial Revenue and Expenditure (EPRE) for all the PEDs were reviewed. 
None of the provinces published the above table in their 2016 EPRE. National Treasury published 
gazettes from four provinces published in terms of the above section of the 2016 Division of Revenue 
Act. Only the gazette from the Eastern Cape contained information on allocations to schools. However, 
the Eastern Cape gazette is not in the same format as above. Western Cape gazettes the allocations to 
schools and this is published by the Office of the Premier with all other gazettes.2 Gauteng published the 
above information on the Gauteng Treasury website (but not in the gazette that is published on the 
National Treasury website). Provinces follow different approaches to publishing this kind of information 
and publish it on their Office of the Premier website, Provincial Treasury website or Department of 
Education website. Online searches for these gazettes for the provinces not listed above were 
unproductive. Through these searches, we found the gazettes with the correct information for previous 
years for most provinces, but not for 2016. As they have published these in the past, it is likely they are 
still producing them but have not made them readily available to the public. It is therefore possible that 
these lists can be obtained through direct requests to the provincial treasuries and/or provincial 
departments of education. 

Provinces are required to publish an enormous amount of information relating to provincial education 
budgets. The challenge is to make sense of all the information, and to begin to use it constructively in 
monitoring and advocacy work relating to public education. A further challenge is to get a better 

                                                 
2 https://www.westerncape.gov.za/assets/provincial_gazette_extraordinary_7631_-_14_june_2016.pdf 

https://www.westerncape.gov.za/assets/provincial_gazette_extraordinary_7631_-_14_june_2016.pdf















































































