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FOREWORD

The year 2016 has been declared "the year of advancing people's power. Local
Government is in your hands". Towards achieving this content and our mandate
which is "To improve the socio-economic livelihoods of Free State communities
through economic, small business; tourism and environmental development
programmes”, the plans we are tabling will support a capable developmental state,
which is accessible and offers efficient social services, a growing economy, a skilled
population and low levels of unemployment and inequality.

We will continue to address the economic legacy of apartheid where race and class
are inextricably linked to systematic discrimination, dispossession and super-
exploitation on the basis of race. The department's programmes and plans will strive
for ongoing active interventions to ensure that all our people benefit, equitably, from
the government's programme of action,

The focus of the department to achieve its mandate, among others, is on

Championing economic development in the Free State

Radical socio economic transformation

Addressing declining mining and agriculture

Implementing national development plan

Broaden ownership of assets to historically disadvantaged groups.

- - - - -

With such high levels of unemployment and poverty in the province, job creation is
still at the centre of government's programme of action for this financial year. The
department shall put job creation at the forefront of all its programmes and activities
to reorganise the economy therefore contributing to the socio economic development
of our communities.

Going forward, we shall make sure that small businesses and co-operatives flourish
in our rural towns, The policies that are put together are meant to enable the creation
of a conducive environment and support services for small and medium enterprises.

To achieve this, the depariment will improve collaboration between NGOs,
Municipalities and the Corporate businesses. The partnership of all these elements
and labour will be put in sharp focus for economic growth and to attain the goals of
the National Development Plan.

With these plans, we seek to give momentum to the tourism industry by promoting
“The Free State's Big Five" routes and government owned resorts and reserves, thus
encourage the Free Staters to be ambassadors of their own province. We will
promote tourism as a career of choice and excellent service in tourism through
programmes like the National Tourism Career Expo and the Lilizela Tourism Awards.
Climate change puts the global business at risk. We will continue to find ways to
mitigate the worst effects of climate change, as Africa is particularly vulnerable to
economic setbacks attributed to changing climate conditions.



We shall make sure that the environmental management is sustained by continuing
with the implementation of green jobs, We should be able to teach the community to
adopt green practices which will ensure a seamless transition of Green Economy.
They should be familiar with the principle of reducing, reusing and recycling

S MASHININI

MEC: ECONOMIC, SMALL BUSINESS DEVELOPMENT, TOURISM AND
ENVIRONMENTAL AFFAIRS
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ACRONYMS

AIDS Acquired Immune Deficiency Syndrome

ANC African National Congress

APP Annual Performance Plan

AQMP Air Quality Management Plan

BAS Basic Accounting System

BBBEE Broad Based Black Economic Empowerment

CA Comparative Advantage

DESTEA Department of Economic, Small Business
Development, Tourism and Environmental Affairs

DPME Department of Planning, Monitoring and Evaluation

DM District Municipality

DMP Demand Management Plan

EIA Environmental Impact Assessment

EIP Environmental Implementation Plan

EHWP Employee Health and Wellness Programme

EMC Environmental Management Committee

EPWP Expanded Public Works Programme

ETEYA Emerging Tourism Entrepreneur of the Year Awards

FDC Free State Development Corporation

FS Free State

FSGDS Free State Growth and Development Strategy

FSWIT Free State Women in Tourism

GDP Gross Domestic Product

GDPR Gross Domestic Product by Region

GP Gauteng Province

HIV Human Immune Deficiency Virus

HOD Head of Department

HR Human Resource

ICT Information Communication Technology
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MEC
MISS
MTSF
MTEF
NEM
NSSD
OHC
PAs
PCF
PEC
PFMA
PGDS
PSBAC
RIDS
SA
SEZ
SITA
SMME
DTl

Integrated Development Plan
Intergovernmental Relations

Central Communication Coordinating Unit
Information Technology

Integrated Waste Management Plan
Knowledge Management

KwaZulu-Natal

Local Economic Development

Location Quotient

Member of the Executive Council
Minimum Information Security Standards
Medium-Term Strategic Framework
Medium-Term Expenditure Framework
National Environmental Management
National Strategy on Sustainable development
Operation Hlasela Campaign

Protected Areas

Provincial Co-operative Forum

Permit Evaluation Committee

Public Finance Management Act
Provincial Growth and Development Strategy
Provincial Small Business Advisory
Regional Industrial Development Strategy
South Africa

Special Economic Zones

State Information Technology Agency
Small, Medium and Micro Enterprise
Department of Trade and Industry
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PART A: Strategic Overview

Below is a description of performance, policy organisational environments within
which the Department operates.

11 Performance Delivery Environment
111 NDP, MTSF and FSGDS alignment summary

The table below explains the various areas contained in the NDP, MTSF and
FSGDS to which this annual performance plan will contribute:

NDP MTSF FSGDS
Chapter 3 Economy and | Qutcome 4: Decent employment | Driver 3: Expand and diversify
employment through inclusive growth manufacturing opportunities
Chapter 5  Environmental | Qutcome 6 An  efficient, | Driver 5: Hamess and increase
sustainability competitive and responsive | tourism potential and
Infrastructure network (SIP's and | opportunities
SEZ's)
Chapter 13: Building a capable | Cutcome 10:  Protect and | Driver 12; integrate
and developmental state gnhance our envimnmental | envionmental concems inlo
asssts and national resources growth and  development
planning
Chapter 14: Fighting | Cutcoma 121 An efficient, | Driver 15.  Foster good
Corruption effective and developmental governance 1to create a
orientated public service conducive climate for growth
and development

112. Demographics

Population statistics Is important when analysing an economy, as population growth
impacts directly and indirectly on employment and unemployment, as well as on
other economic indicators such as economic growth and per capita income.

Statistics SA, according to the Mid-year population estimates, 2015 indicates that the
Free State Province has an estimated population of 2 817 900, which is the second
smallest share (5.1%) of the South African population. Females represent the
majority of the population with a total of 1 447 582 (51.4%) followed by males with a
total of 1 370 360 (48.6%). The chart below, according to Global Insight, compares
Free State's popuiation with that of other provinces in South Africa.
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Figure: Total Population — Free Stafe and the rest of National Total, 2014 (percentage)

Total population
South Africa, 2014

= Mpumalanga

EwaZulu-Natal

Northern Cape :

Sourca: IM5 Global Insight Reglonal eXplorer version 832

When compared to other regions, Free State Province accounts for a total population
of 2.8 million. The ranking in terms of the size of Free State compared to the other
regions remains the same between 2004 and 2014. In terms of its share, the Free
State Province was slightly smaller in 2014 (5.2%) compared to what it was in 2004
(5.8%). When looking at the average annual population growth rate, it is noted that
the Free State ranked lowest (relative to its peers in terms of growth) with an
average annual growth rate of 0.3% between 2004 and 2014.

Most of the Free State's population, in 2014, resides, as per table below, in
Mangaung Metro (786 000), followed by Thabo Mofutsanyane (738 000) and
Lejweleputswa (631 000). Xhariep recorded the lowest population of 146 000.

Table: Toial population — Metropolitan and non-melropolitan municipalities of Free Slale
Province, 2004, 2009 and 2014 [numbers & percentage]

2014 Avarage
Annusal
growth

m 163,ﬂﬂﬂ 151,#&} 146.001.'.‘ -1.12%

bk
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Thabo 780.000 747,000
Mofutsanyane

s s

Source: THS Global Insight Regional eXplorer version 832

aoen | deso0o

738,000 -0.56%

504,000 0.71%
2,804,961 0.25%

The Mangaung Metropolitan Municipality increased the most, in terms of population,
with an average annual growth rate of 1.5%. The FezileDabi District Municipality
(DM) had the second highest growth in terms of its population, with an average
annual growth rate of 0.7%. The Xhariep DM had the lowest average annual growth
rate of -1,12% relative to the other municipalities within Free State Province.

11.2.1 Population Projections

Based on the present age-gender structure and the present fertility, mortality and
migration rates, Free State's popuiation is projected to grow at an average annual
rate of 0.4% from 2.8 million in 2014 to 2.85 million in 2019.

Table: Populstion projections - Free State and National Total, 2014-2019

Free State  National Total

2014 2,800,000 63,800,000
2015 - 2,820,000 - 54,500,000
2016 2,830,000 55,300,000
2017 2,840,000 56,000,000
2018 2,850,000 56,700,000
2019 2,850,000 57,400,000
Average Annual growth

2014-2019 0.35% 1.31%

Source: IHS Giobal Insight Regional eXplorer varsion 832

Fres State as
% of national

- 52%
 52%

51%

51%
 50%

5.0%

The average annual growth rate in the population over the forecast period for South
Africa is 1.3%. South Africa as a whole is estimated to have an average annual
growth rate of 1.3% which is higher than that of Free State's growth rate.

113. Economic Analysis
1131 Facts on the Provincial Economy: 2014

= Gross Domestic Product - R190 billion (Current prices), 5.0% of national GDP

= Economic growth — annual % change:

Free State 0.8% 22%
National Total 15% 2.9%
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* Employment — 727 000 (number of jobs), 5.0% of national employment
* Unemployment:

%

5l

Frea State  National Tatal

* Productivity growth annual % change
2014 10 year avg.

Free State -0.6% 0.8%
‘National Total 0.5% 23%

* Human Development Index (HDI
Free State 0.52 0.60 0.08
National Total 0.55 0.63 0.072

= People below upper poverty line
mm&ﬁ South Africa 46.5%

= Total Population
‘2.8 million peaple | 5.2% of national population

* Growth in population annual % change

10 year avg.
Free State 0.4% 0.3%
National Total 1.4% 1.3%
* Household backlog
- Water B5% 0 83%
Electricity 17.2% 81%
Refuse 33.1% 24.1%

1132. Gress Domestic Product (GDP] by Regien

The Gross Domestic Product (GDP), an important indicator of economic
performance, is used to compare economies and economic states.

Gross Domestic Product by Region (GDP-R) represents the value of all goods and
services produced within a region, over a period of one year, plus taxes and minus
subsidies.
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GDP-R can be measured using either current or constant prices, where the current
prices measure the economy in actual Rand, and constant prices measure the
economy by removing the effect of inflation, and therefore captures the real growth in
volumes, as if prices were fixed in a given base year.

With a GDP of R 190 billion in 2014 (up from R 78.6 billion in 2004) as indicated in
Table 3 below, the Free State Province contributed 4.99% to the South Africa GDP
of R 3.8 trillion in 2014 increasing in the share of the National Total from 5.32% in
2004. Its contribution to the national economy stayed similar in importance from
2004 when it contributed 5.32% to South Africa, but it is lower than the peak of
5.50% in 2006.

Table: GDP - Free State and National Total, Eﬂﬂ#—l’ﬂ‘lﬁi a3 E.I'.'.ans Current Prices]

o b
of rllﬂ
2004 1,476.6
20085 | a_s 5 16393 ﬁm
| 2006 ESETTE 1.839.4 55%
| 2007 [EEEVE: 21085 5.4%
1297 12,3691 5.5%
135.9 2,507.7 5.4%
2010 RN T 27480 54%
| 2011 EEERTTE 3,025.0 52%
| 2012 BEERLT 32625 51%
| 2013 BERRECT 35343 8.1%
| 2014 1895 37965 50%

Source: IHS Global Insight Reglonal eXplorer version B32

The Free State Province had a total GDP of R 190 billion (as indicated In the table
above) and in terms of total contribution towards South Africa, the Free State
Province ranked eighth relative to all the regional economies to National Total GDP.
This ranking, as indicated in figure below, in terms of size compared to other regions
of Free State remained the same since 2004.
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Figure: GDF - Free Stale Province and the rest of national lotal, 2014 [Percentage|

Gross Domestic Product (GDP)
South Africa, 2014

® North-West

KwaZulu-Natal

B Free State

Narthern Cape '
® Eastern Cape

Source! IHS Glabal Insight Regional eXplorar version 832

In terms of its share, it was in 2014 (5.0%) slightly smaller compared to what it was
in 2004 (5.3%). For the period 2004 to 2014, the average annual growth rate of
2.2% of Free State was the eighth relative to its peers in terms of growth in constant
2010 prices.

Table; GDP - Metropolitan Municipalitiesof Free State, 2004 to 2014, Share and growth

2014 Share of | 2004 2014 Average
(Current | province | (Constant | (Constant | Annual growth
Drices) prices prices

Tl 6141 3240% 3711 S093  322%
xharie 7.90 4 17% 499 6.66 2.92%
Lejweleputswa B 3318  1750% 3384 2874 0 1.62%
Thabo 34 82 13.3?% 21.85 2859 2.73%

anuuan a“ﬂ a = ———— - I — — R
FeziDabi_[RCE- RIS P R B
Fros Stato 180,53 128.03 158.52

Souwrce: IHS Global Insight Regional eXplorer version 832

Fezile Dabi, as indicated in the table above, had the highest average annual
economic growth, averaging 3.72% between 2004 and 2014, when compared to the
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rest of the regions within the Free State Province. The Mangaung Metropolitan
Municipality had the second highest average annual growth rate of 3.22%.
Lejweleputswa DM had the lowest average annual growth rate of -1.62% between
2004 and 2014.

Figure: GDF contribution - Metropolitan and non-metro municipalities of FS Province,
2014 [Current prices, Percentage]

Gross Domestic Product (GDP)
Free State Province, 2014

Source: IHS Global Insight Regional eXplorer version 832

The greatest contributor to the Free State’'s economy, is Mangaung Metro with a
share of 32.40% or R 61.4 billion, increasing from R 24.4 billion in 2004. The
economy with the lowest contribution is the Xhariep District Municipality with R 7.9
billion growing from R 3.2 billion in 2004,

1.1.3.3 Gross Value Added by Region (GUA-R)

The Free State Province's economy is made up of various industries. The GVA-R
variable provides a sector breakdown, where each sector is measured in terms of its
value added in the local economy.

Gross Value Added (GVA) is a measure of output (total production) of a region in
terms of the value that was created within that region. GVA can be broken down into
various production sectors.

The summary table below puts the Gross Value Added (GVA) of all the regions in
perspective to that of the Free State Province.
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Table: Gross Value Added (GVA) by broad econormic sector - Free State Province, 2014
[R Billions, Currant Prices]

Free State | MNational Total | Frea Slate as
% of national
e B U

19.2 286.6 6.7%

184 4523 4.1%

63 125.4 5.0%

49 1388 36%

25.4 504.9 5.0%
175 3309 51%

26.2 6995 3.7%

430 723 56%

Total Industries 1691 3,404.5 - 50%

Souwrce: [HS Global Insight Regional eXplorer version 832

In 2014, the community services sector is the largest within Free Siate Province
accounting for R 43 billion or 25.4% of the total GVA In the province's economy. The
sector that contributes the second most to the GVA of the Free State Province is the
finance sector at 15.5%, followed by the trade sector with 15.0%. The sector that
contributes the least to the economy of Free State Province is the construction
sector with a contribution of R 4.93 billion or 2.92% of the total GVA,

Figure; Gross Value Added (GVA) by broad economic sector - Free State Province, 2014
[FPercentage Composition]

Gross Value Added (GVA) by broad economic sector
Free State Province, 2014

B Agriculture

® Manufacturing

\_ * Electricity
Construction
Source: THS Global Insight Regional eXplorer version 832

B
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The community sector, which includes the government services, is generally a large
contributor towards GVA in smaller and more rural local municipalities. When looking
at the regions within Free State Province it is clear that community services sector
within Mangaung Metro contributed 45.42% towards its own GVA. Mangaung Metro
contributed R 56.2 billion or 33.21% to the GVA of Free State Province, making it the
largest municipality in terms of its contribution to the overall GVA of Free State
Province.

1134, Free State Labour Market
SA Labour market measures at a glance, Q1: 2015

R o«
EUR =31
AR = AL
LFFR = 584

11.3.5. Employment

For the year ended March 2015, employment gains were recorded in eight of the
nine provinces. The largest year-on-year employment gains were observed in
Gauteng (117 000), followed by Free State (79 000) and Limpopo (72 000). Northern
Cape was the only province where employment remained virtually unchanged.

Table 6: Ei mant by Province
T = === =

= e
o

South Africa 15 055 15320 | 15459 140 405 08 27
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Western Cape 2237 2170 | 2281 g1 24 42 1.1
Eastern Cape 1332 1336 | 1388 22 26 1.6 18
Northern Cape 308 320 307 13 1 4.0 0,3
Free State 724 772 802 30 79 38 10,8
KwaZulu-Natal 2527 2520 | 2546 26 19 1.0 0,7
North West B70 548 912 36 42 38 | 49
Gauteng 4794 4881 4911 31 117 08 24
Mpumalanga 1127 1138 1154 16 27 14 24
Limpopo 1138 1235 1208 -27 72 2.2 6.3

Source: Stats SA, QLFS, Q1 2015
“Mote. Q1:201% estimates (column Jan-Mar 2015) are from (he 2013 Master Sample
Due to rounding, numbers do nol necessarily add up to totals

An increase, quarter-to-quarter, of 30 000 jobs was recorded in the Free State
province (from 772 000 to 802 000).

Table: Employment by province and metropolitan municipality, Q1 2015

Municipality ~ Employment
RSA Total ampioyment 15 459
Metro L 7659
- Non-metro 7 801
FreeState Yol 802
~ Mangaung 232
Neon-metro 570

Source: Stats SA, QLFS, Q1 2015

The table above shows that at the national level, non-metropolitan municipalities
accounted for more jobs compared to metropolitan municipalities. Three of the five
provinces with large municipalities recorded more jobs in non-metropolitan
municipalities (KwaZulu-Natal, Eastern Cape and Free State). Non-metro
municipalities in the Free State recorded 570 000 jobs compared to the Mangaung
Metro with 232 000 jobs.

1.1.3.6. Unemployment

The official unemployment rate, between Q1: 2014 and Q1: 2015, in the Free State
Province decreased by 4, 3 percentage points. This decrease represents the largest
annual decrease in the official unemployment rate amongst the nine provinces.
Increases In the unemployment rate were observed in seven of the nine provinces.
Mpumalanga was the only other province that recorded a decrease of 2, 0
percentage points in the official unemployment rate year-on-year.

Table: Unemployment rate by province

e e | i | =

South Africa 25,2 243 264 21 1.2 351 36,1 1,0
“Western Cape 209 228 210 18 04 228 233 07
Eastarn Cape 204 291 298 0.5 0.2 44 2 432 -1.0
Northern Cape 28.0 287 341 5.4 51 39.8 42 65 28
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Free State a7 az2 304 -1,8 -4.3 415 38.4 =31
KwaZulu-Natal 20,7 208 238 2.8 28 374 38.2 08
North West 277 252 28,4 3.2 0.7 426 432 06
Gauteng 258 24,5 284 3.8 26 208 328 3.0
Mpumalanga 304 266 284 1.8 2.0 418 40,7 1.2
Limpopo 16,4 159 201 4.2 1.7 382 40.8 1.8

Source: Stats SA, QLFS, Q1 2015
"Note: O1:2015 estimates (column Jan-Mar 2015} are from the 2013 Master Sample
e fo rounding, numbers do nol necassanly add up totsl

NB. According to the siricf definition anly those people who take aclive steps fo find employment, but fall fo do 50,
are regarded as unemployed. The expanded definition, on the other hand, includes everyone who desires
emplayment, imrespective of whether or not they actively ined fo obtain a job.

Compared to Q1: 2014, the expanded unemployment rate in Free State decreased
by 3, 1 percentage points to 38, 4% in Q1: 2015. During this period, six of the nine
provinces recorded increases in the expanded unemployment rate. The largest
increase was recorded in Gauteng (3, 0 percentage points), Northern Cape (2, 8
percentage points) and Limpopo (1, 6 percentage points).

Table: Unempioyment rate by province and metropolitan municipality, Q1. 2015
Official Expanded

RSA “Bothmerosnd | 26.

361
non-mstno

Source: Stats SA, QLFS, Q1 2015

The non-metropolitan municipalities in Free State recorded higher unemployment
rates (both official and expanded) compared to Mangaung Metro. Both the metro and
non-metropolitan municipalities in the province recorded large differences between
official and expanded unemployment rates of 8, 8 and 7, 7 percentage points.

113.7. Employment by industry

The highest employment, on a year-to-year basis, was created in the following
sectors: Agriculture (25 000), Trade (19 000), Manufacturing (15 000) and Finance
(13 000). Jobs however were lost in the Community and Social Services (6 000),
Private households (5 000) and Transport (2 000).

Table: Employment by industry - Free Siate

Thousand Per cenl
Agriculture 57 54 82 28 25 522 438
Mining 27 26 34 8 7 322 256
Manufacturing 56 768 71 -4 15 -5,7 264
Utilities N -] 11 5 8 1040 306.7
Construction 52 54 57 3 5 55 10.0
Trade 148 170 167 -4 19 =21 12.7
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Transport 38 32 | 35 Z 2| 69 4.7
Finance 58 58 71 13 13 223 22.0
Community & 206 221 200 22 6 -89 -30
Private BO 75 75 0 -5 0,3 8,2
| Households

For all values of 10 G00 or lower, the sample sizé istoosmall for reliableestimates
Due to rounding, numbers do not necessaniyadd up to totals,

*Q1 ¢ 2015 estimatas (columnlan-Mar 2015) are from the 2013 Master Sample.
Source: Stats SA, QLFS, Q1 2015

1138. Econemic Growth Ferecast

It is expected, according to IHS Global Insight, that Free State Province's GDP will
grow at an average annual rate of 1.51% from 2014 to 2019. South Africa as a whole
is forecast to grow at an average annual growth rate of 2.70%, which is higher than
that of the Free State Province.

Figure: Gross Domestic Product (GDF) - Free Stale and national lolal, 2004-2018 [average annual
growth rate, constant 2010 prices]

Gross Domestic Product (GDP)
Free State and National Total, 2004-2019

= Free State = ational Total

Source; IHS Global Insight Regional éXplorer version 832

In 2018, Free State's forecasted GDP will be an estimated R 171 billion (constant
2010 prices) or 5.0% of the total GDP of National Total. The ranking in terms of size
of the Free State Province will remain the same between 2014 and 2019, with a
contribution to the South Africa GDP of 5.0% in 2019 compared to the 5.3% in 2014.
At a 1.51% average annual GDP growth rate between 2014 and 2019, the Free
State ranks the lowest compared to the other regional economies.
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Table: GDP - Metropolitan and non-municipalities of FS, 2014 1o 2018, share and growth

HHH ‘Share of | 2014 2018
province iﬂumhnl 1ﬂnmunt

IEE""""- Hﬁa‘ 57.01

11.81 43&% EEE 7.56 zsm
m 3841 1444% 2874 2678  -141%
M 50 40 18.05% 28 59 3155 1.99%
[ \ T
7500 2820% 4350 TS0 1.94%
26598 158 .52 170.60

Source: IHS Giobal Insight Repional eXplorer varsion 832

When looking at the regions within the Free State Province, it is expected that from
2014 to 2019 the Xhariep DM will achieve the highest average annual growth rate of
2.57%. The region that is expected to achieve the second highest average annual
growth rate is that of Mangaung Metro, averaging 2.28% between 2014 and 2019.
On the other hand the region that will perform the poorest relative to the other
regions within Free State Province will be Lejweleputswa DM with an average annual
growth rate of -1.41%.

1139. Conclusion

The analysis of the above-mentioned data presents a dynamic picture of the realities
faced by provincial policy-makers, officials across the three spheres of government
and the province citizenry. All available resources, human, as well as capital should
be optimally utilised to drive massive infrastructure projects and the use of labour
intensive projects, rather than capital intensive projects. Infrastructure projects such
as SIP 11: Agri-Logistics and Rural Infrastructure, e.g. Lejweleputswa DM Poultry
Hub, SIP 12: Revitalisation of Public Hospitals and other Health Facilities should be
embarked upen. This Annual Performance Plan of DESTEA should be implemented
in such a way that it creates a conducive environment for radical economic
transformation.

The provincial and national labour markets, where Free State recorded an
unemployment rate of 30.4% and South Africa 26.4% ( Q1:2015) still bear the
effects of the 2009 recession, where countless jobs were lost due to reduced output
demand and consequent reduced labour demand.

The Free State's economy, however, remains promising in its potential for growth.
Sound government policies, such as the new FSGDS Vision 2030 strive towards
reducing Inequality and eradicating poverty. Through active steps taken by the
department, infrastructure development, strengthening of the textile industries and
other labour intensive industries, the province will contribute towards building a
strong provincial economy. Focus of provincial initiatives, such as the Micro-
Enterprise Support Program (MESP) administered by DESTEA, can tremendously
assist in capacitating entrepreneurs to do business outside the borders of the
province, as well, as globally.
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Partnerships between the department, business and civil society will furthermore
continue to strengthen the drive towards a faster and inclusive provincial economic
growth. It is thus important to foster good working relationships, especially with the
private sector, Higher Education Institutions, mining houses and others to ensure
that they contribute towards growing the provincial economy.

Much greater attention will have to be devoted to downstream beneficiation
opportunities and the enormous potential that exists to deepen and extend the
upstream value chain, with a sharp eye towards meeting the explosion of future
demand associated with the emerging markets in the Sub-Saharan region, as well as
the African continent as a whole.

11.3.10. Tourism

The province experienced a continuous increase of international tourists during the
period 2002 to 2011 with the exception of 2009 due to the global recession.

An overall analysis of Figure 4 concludes that the Free State has experienced an
increase of international tourists from 15.6% in 2002 to 26% in 2011, an increase of
10.4%. A decrease in international tourists occurred in 2009 (from 23.1% in 2008 to
21.6%). An increase of 1.5% however was recorded in 2010 (to 23.1%) and the
number further rose to 26% in 2011.

The above trends are however different in relation to the domestic tourists. Figure 4
clearly indicates the overall decline from 84.4% in 2002 to 74% in 2011 (a decline of
10.4% over a ten year period). This trend indicates the declining significance of the
Free State province as a tourism hotspot for South African tourists. Effort should be
made to market the province's tourist hotspots and create an awareness of the
province's tourism potential.

Today, tourism is estimated to contribute approximately 10% to the global Gross
Domestic Product (GDP), considering its direct, indirect and induced impacts.
According to UNWTO, in 2014, there were 1.1 billion international tourist arrivals, up
from a mere 25 million in 1950. These tourists generated US$ 1.5 trillion in exports
to the visited economies or 6% of the world's total exports. It is estimated that one
out of every eleven jobs worldwide is directly or indirectly linked to tourism. Source:
UNWTO, 2015.

In South Africa, tourist arrivals continue to grow every year. The direct and indirect
contribution of tourism to the country’s GDP is currently R323 billion which is about
9.5% of total GDP. The tourism sector supports over 1.4 million jobs, representing
about 10% of total employment in the country.

In the Free State Province, it is important that on the demand side the province
intensifies its efforts to ensure effective marketing of the province in order to attract
domestic tourists as well as international tourists. On the supply side, the province
must continue to enhance tourism infrastructure, up skill the sector, inculcate the
culture of service excellence and enhance the provision of world class visitor
experiences.
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Arrivals: TFDS versus TDDS

Foreign versus Domestic Arrivals
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e The provincial percentage share of foreign tourists shows fluctuation in the
percentage share of foreign tourists visiting the province over the past five years;
the above figure however reflects a steady increase in the number of foreign
tourists arriving in the Free State province. The increase experienced over the
years in the Free State can be a result of the large number of tourists visiting
from Lesotho and travelling into the province to buy goods and services in towns
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such as Ladybrand and Ficksburg. The increase could also be attributed to the
international events such as Macufe, Tour de Free State which occurred during
2012 and 2013, as well as the newly lobbied F2 powerboat championships,
which started in the province in 2013.

The provincial percentage share of domestic arrivals indicates improvement
when compared to previous years, the above figure nevertheless interprets a
different outcome; the total number of domestic trips shows a decline in arrivals,
there reason for this decline can be as a result of a lack of sufficient tourist
amenities in the province for them to stay and enjoy as compared to leading
destinations such as Western Cape and Kwa-Zulu Natal.

The figure above illustrates an increase in the number of foreign visitors into the
province as opposed to the domestic visitors. Foreign visitors statistics have
grown from 573 000 visitors in 2009 to 812 456 visitors in 2013. On the national
barometer, the Free State has seen an increase of 8.4% in 2013 compared to
7.8% of 2012, The domestic visitors declined from 1 600 000 million visitors in
2009 to 849 000 visitors in 2013, which is a 3.4% share of national arrivals
compared to that of 4.5% in 2012.

The above figure provides an indication that, in support of the increasing number
of foreign visitors, their spending patterns have increased as their numbers into
the province increased. When there are not enough tourists visiting a
destination, not enough revenue will be created from their visits; the decrease in
spending of domestic tourists is due to low numbers of arrivals in the province
which could be due to reason provided earlier.

JREALR Environment

Game and Nature Reserves in the Free State Province include.

WEO~NDOAWN

. Caledon Nature Reserve

. Erfenis Dam Nature Reserve

. Gariep Dam Nature Reserve

. Kalkfontein Dam Nature Reserve
. Mount Everest Game Reserve

. Sandveld Nature Reserve
Seekoeivlei Nature Reserve

. Soetdoring Dam Reserve
Sterkfontein Dam Reserve

1:!], Tussen die Riviere Raserve
11. Willem Pretorius Game Reserve

12. Karee Nature Reserve

13. Wuras Dam Nature Reserve

14. Ficksburg Nature Reserve

15. Koppies Dam Nature Reserve

16. Rustfontein Dam Nature Reserve

Various factors have influenced land use patterns in the Free State Province, the
most important of which are soil type, rainfall distribution, mineral deposits, transport

17
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routes and political background. Of the total FS surface area, agriculture accounts
for 90% of land use, 7% is used for settlements, 1.6%is set aside for formal
conservation, while mining activity occupies approximately 0.4% of the Province,
Biodiversity is defined in the Biodiversity Act (Act No. 10 of 2004) as "the variability
among living organisms from all sources, including terrestrial, marine and other
aquatic ecosystems and the ecological complexes of which they are part and also
includes diversity within species, between species and of ecosystems”. Only about
3.4% of the land surface of the FS was formally conserved. The Vredefort Dome and
Maluti-Drakensberg Transfrontier Conservation Area are World Heritage sites, A
wide range of wetland types occur in the Free State, which contribute towards the
overall biological diversity of the Province with Seekoeivlei Nature Reserve a
Ramsar site of international importance.. Climate change is expected to bring
considerable warming and drying to much of this already semi-arid region, with
greater frequency and intensity of extreme weather events such as heat waves,
flooding and drought. Three biomes occur within the Free State, namely the
Grassland (72% of the Province), Nama Karco (22%), and Savannah (6%). The
three key, inter-related threats to biodiversity and ecosystem health are habitat
destruction, invasive alien species and climate change. About 34% of the grassland
biome in the Free State has been irreversibly transformed through development,
such as urban settlements. mining. agriculture and industrial facilities.

The average rainfall in South Africa is about 450 mm per annum, which is well below
the world average of 860 mm per annum. In terms of the United Nations definition,
South Africa is a water stressed country, bordering on water scarce, As a result,
sound management of this valuable resource is essential to ensure optimum social
and economic benefit to further the aims and aspirations of all the people.

The Free State Province is bordered in the north and northwest by the Vaal River, in
the south by the Orange/Gariep River and in the east by the Caledon/Mohokare
River. Numerous major tributaries, the Wilge, Liebenbergsvlei, Renoster, Vals, Sand,
Vet, Modder and Riet Rivers divide the Province into eleven secondary drainage
regions. Two primary catchment areas (an area of land from which any rainfall will
drain into the water course) are located in the Free State, namely the Vaal River
catchment and the Orange River catchment. Surface water resources are well
developed through the construction of several large dams. The water supply is
augmented by various transfer schemes that import water from other water
management areas (WMA), as well as from the Kingdom of Lesotho. Future water
supply will depend on increased water transfers. Groundwater is currently used for
rural domestic supplies, stock watering and water supply to several towns, where
surface water supply is inadequate or bulk water supply is not financially feasible.
Groundwater is well utilised for water supply in the Middle Vaal, Lower Vaal and
Upper Orange WMAs and is the only water resource available in many areas.

Deteriorating water quality is impacting on the quantity of water available for the
different uses. Key issues of concern include the poor quality effluent discharged
from municipal sewage treatment works due to overloading and/or poor operations
and maintenance. polluted storm water run-off, high salinity pollution due to mining
activities, as well as elevated salinity and nutrient pollution from poor farming
practices. As a conseguence of increased pollution levels, river health has
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deteriorated, resulting in loss of river functions and services, as well as the
sustainability of the river ecosystem. Many wetlands of the Free State have also
been directly and/or indirectly impacted upon by a variety of different land uses and
from chemical and biological pollutants.

Ambient air quality is impacted by human activities. Coal and wood is still often used
as a fuel for cooking and heating in lower income communities, which generates
emissions that are harmful to health and quality of life. Parameters are monitored
continuously and reported to the national DEA and DESTEA on a monthly basis.
Methane, a greenhouse gas, is emitted from mining ventilation shafts, Waste
incinerators have been identified as the principle source of dioxins and furans
(Persistent Organic Pollutants (POPs). Other sources of POPs include obsolete
pesticides, which have not been quantified in the Free State.

114. Policy Environment

The mandate of the Department emanates from national and provincial policies as
well as legislative frameworks, as described in our 2015 — 2020 Strategic Plan. In
addition to the policies and legislation mention in the Strategic Plan of the
Department, the Presidency has developed a National Development Plan (NDP)
Vision 2030. This plan, which maps out the direction South Africa should take to
achieve Vision 2030, has been considered when developing the 2013/14 Annual
Performance Plan. The main themes emphasised by the NDP includes:

Economy and employment

Economic infrastructure

Transitioning to a low carbon economy
Inclusive rural economy

Positioning South Africa in the world
Human settlement

Promoting health and

Social protection

The Medium Term Strategic Framework (MTSF), the Nine Point Plan of
Government, the Provincial Growth and Development Strategy and the Provincial
Programme of Action has also been encapsulated in the content of this plan.

115. Demand for services

The demand for environmental services is largely driven by the legislative mandate
of the department to protect and sustain the natural resources of the province. The
services provided by the department in this regard therefore focusses in the main on
the enforcement of environmental legislation, the management of bio-diversity and
climate change, as well as environmental awareness and education.

The demand for economic related services is attributable to both push and pull
factors. The macro-economic policies of government has resulted in the rendering of
certain services in order to achieve the various policy objectives, such as tourism
and industrial development. On the other hand, the current low GDP and GVA levels
in the province, coupled with significantly high levels of unemployment has
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necessitated the delivery of certain services, such as SMME support, mining town
support and township revitalization.

12.  Organisational Environment
121 Programme structure
There are currently no changes in the programme structure of the Department.

The programme structure of the Department is lllustrated by the table below:

Programme Sub programme

1. Administration 1.1 Office of the MEC

1.2  Management Services
1.3 Financial Management
14 Corporate Services

2. Environmental Affairs 2.1  Environmental Policy, Planning and
Coordination

2.2 Compliance and Enforcement

2.3  Environmental Quality Management
2.4 Biodiversity Management

25 Environmental Empowerment Services

3. Economic and Small | 3.1 Integrated Economic Development
Business Development Services

3.2 Economic Planning
3.3 Small Business Development

4. Tourism 41 Tourism Planning
4.2 Tourism Growth and Development
4.3 Tourism Sector Transformation
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12.2. Personnel and capacity to deliver services

The department currently has a staff complement of 685 employees. Of
the 685 employees, 623 were appointed on a permanent basis and 62 on
contract. Thirty-five (35) employees left the department during the
previous financial year and the staff turnover rate was 5.32%. The stability
rate in the department during the previous financial year was 94.72%.

The organization is still substantially understaffed in certain critical areas,
such as economic, small business and fourism development, hampering it
in the delivery of crucial services. In an effort to mitigate this situation, the
department will embark on the following:

- Identify critical posts to be filled during the 2016/17 financial year.
This will contribute towards the reduction of the high vacancy rate
and the employees who are overworked will be relieved of some
additional responsibilities.

- Roll out training programmes in order to empower departmental
employees.
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- Provide a comprehensive employee health and wellness
programme by offering treatment, care and support to the
departmental employees and their families.

- Maintaining a sound labour peace in order to create a conducive
environment for efficient service delivery.

- Ensuring that the organisational structure is aligned to the
departmental mandates.

123. Budget

The Department is continuously challenged with inadequate compensation and
operational budget allocations, effecting the efficiency of services provided by the
organization. The budget estimates for the MTEF is discussed in Section 3, below.
We will however continue to seek and employ innovative methods of securing
funding for some of the planned outputs. These include collaborating with other
government departments, state enterprises and the private sector in implementing
some initiatives.

1.24. Challenges experienced

Tl’ual department is faced with an array of challenges, amongst others the following:
Personnel and critical skills deficits in crucial areas as explained above;
- Fiscal deficits as explained above;
- Synergy between the different spheres of government,
- Local and global economic phenomena;
- Climate change.

2. REVISION TO LEGISLATIVE AND OTHER MANDATES

The Department will continue to implement the Free State Growth and Development
Strategy, MTSF and the National Development Plan, Vision 2030.

During 2014/15, Small Business Development was added as a new and additional
mandate of DESTEA, residing in Programme 3: Economic and Small Business
Development.

Below is an overview of the departmental expenditure since 2012/13 financial year to
2015/16 and the estimated budget for 2016/17 to 2018/19. A trend analysis is also
provided in section 3.2.
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PART B: Prourammes and Sub-programme Plans

4. STRATEGIC OBJECTIVES AND TARGETS

This section will outline indicators and performance targets for each strategic
objective identified in Part 2 of the 2015-20 Strategic Plan.

For each Programme the following are outlined:

1. The aim of the programme;

2. Strategic objective annual targets for 2016/17,

3. Performance indicators and annual targets for 2016/17;
4. Quarterly targets for 2016/17.

4.1. Programme 1: Administration

The aim of Programme 1 is to provide leadership and strategic management in
accordance with Policy and Legislation and to provide appropriate support service to
other programmes.
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5.2
plan

The Department's ability to delivery on it infrastructure plan for 2018/17, will in the main by

Factors influencing the institutions ability to deliver on the infrastructure

influenced by the following:

- Provincial Treasury's commitment to aliocate an Infrastructure Enhancement Allocation to the

Depariment;

- The ability of the Department's implementing agent, in this case the Depariment of Public

Works, to deliver on infrastructure developments within planned budget and time allocations.

6. CONDITIONAL GRANTS

The Department receives the following conditional grant.

EPWP Integrated Grant 2629
Name of grant EPWP Integrated Grant
Purpose The Extended Public Works Programme: It is utiized in the
establishment of firebreaks and the eradication of alien plant species
in reserves and resorts.
Performance Create 159 job opportunities through the deparimental EPWP grant.
indicator -
Continuation The grant will continue if prioritized by Provincial Treasury.
Motivation | Integral role in provincial job creation.
‘Name of grant Infrastructure Enhancement Allocation. N
Purpose Infrastructure Enhancement Allocation: This is a Provincial
conditional grant to build and improve new infrastructure assets.
Performance Continuous upgrades and improvements to reserves and resors
indicator within the province. —
Continuation The grant will continue if prioritized by Provincial Treasury.
Motivation Integral role in provincial job creation.

No major changes to the status quo of the EPWP grant is foreseen for the 2016/17 financial

year.

7. PUBLIC ENTITIES

?¢1¢

Mandates and Outputs of Departmental Entities

The table below lists the various public entities associated with the Department. There have
been no significant changes to the status of public entities related to the Department.
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Public Entities, 2016
Name of Entity Mandates Outputs Current Date of
Annual Next
Budget |Ewvaluation
(R '000)
Free State + To finance and advance » Investment opportunities for the 1200 2017
Development economic growth and province;
Corporations development, Black Economic | | gy g h:
Empowerment and SMME LIS SE0RPING oW
development and growth. * Assist small 3‘;’ é“e‘*"-!”l'
« To promote investment and antt_a;gﬁe; IR TGS
trade within the province and assmance, .
to identify, analyze, publicize « Promote economic activity
and market Investment and within the province,
trade apportunities in the « Provide for trade promation
provincial economy
Free State « To requlate the gambling and | = Implementation of essential 55551 | 2017
Gambling and racing activities in the province national norms and standards in
Liquor on behalf of the Provincial the liguor industry.
Authority Department. _ « Regulation of the micro-
» To reduce socio-economic manufacturing and retail sale of
and '-'-'“‘;r W‘I‘*ﬂ ﬂfhi“-"":'_hﬂ* liquor or methylated spirits.
abuse. Regulate the Mo | | promotion of responisible and
manufacturing and retail sale inable I ind
of liquor or methylated spirils sustainable liquor industry.
= Regulate, license, control and
police gambling activities.
» Protect public who participate in
any licensed gambling activity.
 License gambling activities in a
transparent, fair and eguitable
manner
Free State To promotle tourism and Ensure effective and efficient: 43 187 2017
Tourism increase market share in the : &
Authority tourism industry and to * Marketing of tourism;

coordinate marketing activities
of all role players.

« Promaotion of tourism,

» Development of sustainable
tourism within the Province,

« Promotion of major sport events
to promote tourism,

« Broaden the participation in
tourism of previously
disadvantaged commumities and
persons in order {o contribute fo the
improvement of the quality of Iife of
every inhabitant of the Province
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7.2. Oversight on Departmental Entities

To improve its oversight role, the Department intends to enforce integrated planning with the
Public Entities to ensure alignment of goals and objectives. In addition, entity performance will
be continuously evaluated aligned to Treasury and DPME guidelines.

+ The following plans and reports of the Public Entities will be used to monitor and evaluate
their performance:

' PLANS/REPORTS ' PERIOD
Plans/Agreements
Strategic Plan 5 year cycle
Shareholders Compact Annually
Annual Performance Plan Annually
Annual Budget Annually
Reports

Monthly Financial Reports (Expenditure) | Monthly
Quarterly Performance Reporis Quarterly
Misconduct Cases Quarterly
Internal Audit Reports Quarterly
Annual Financial Statements Annually
Assurance in terms of the PFMA Annually

« Quarterly review mestings will be held with Public Entities to review performance and to
identify challenges.

8. PUBLIC-PRIVATE PARTNERSHIPS

Two projects have been registered as Public-Private Partnerships (PPP), however these are
proposed projects/programmes that have not yet started functioning.
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Annexure D
Vision
“A transformed econemy and a prosperous society that is living in harmony with its natural
resources through integrated and sustainable economic growth”

“Radically create a conducive, enabling environment for the creation of decent jobs, poverty
and inequality reduction through sustainably managed environment and economic
development programmes in the Free State”

Values
el AT 'CORE VALUES/ PRINCIPLES =
Pussion We build and promote an energising and inspiring work
I environment )
People Centric We support and involve others in their endeavours to learn and
expand their sirengths (Learning & Innovation)
Performance We involve everyone wha is affected in our plans, goals and
i decisions (Professionalism)
Proactiva We adopt best available science and knowledge practices
- {Responsiveness)
: We drive the department's agenda above pursuing self-interest
Integrity
' (Honesty, Trustworthy)
Strategic outcome oriented peals
Strategic outcome An integrated and sustainable economic development.
oriented goal 1
Goal statement To stimulate integrated, regulated, informed and sustainable economic

development through trade & Investment facilitation, Sector Development
and Industrialisation, by providing services to the stakeholders which we
Senvice.

_ —

11— -

Strategic outcome

Environmental assets conserved, valued, sustainably used, protected

oriented goal 2 and continually enhanced to benefit the present and future generations

Goal statement To manage the Environment in order to iead sustainable development of
= the environment for a better life for all in the province.

'étntagl-c outcome Radical efficacy in business processes.

oriented goal 3

Goal statement

To-ensure rapid and efficient business processes uyithin tha artmen

|

Strategic outcome

To create a conducive environment for sustainable tourism growth and

oriented goal 4 development in the Province
" Goal statement A tourism industry that is supported by sound policies that seek to

transform the tourism Iindustry through robust product development to
effectively promote and market in the Province as a tourist destination of
choice,
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