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VOTE 5: PUBLIC WORKS 

Introduction 

The Department of Public Works was allocated a functional mandate in terms of the Constitution of the Republic of South Africa. The Department is mandated to:

· Provide land and accommodation to national Government departments and institutions.

· Manage such land and accommodation.

· Act as custodian of national Government immovable assets.

· Provide strategic leadership to the Construction and Property industries.

· Co-ordinate the implementation of the Expanded Public Works Programme.

· Have the Minister of Public Works carry out functions related to land and accommodation through the State Land Disposal Act (No. 48 of 1961).
   

The Department of Public Works is also responsible for four entities, who report to the Minister of Public Works as the executive authority. These entities include:

· Agrèment South Africa. 

· Construction Industry Development Board (CIDB).

· Council for the Built Environment (CBE).

· Independent Development Trust (IDT).   

Policy Priorities for 2009/10

The main policy priorities for the Department of Public Works are set out in the 2009 State of the Nation Address, as well as its Departmental Strategic Plan. The main concerns for Public Works in the February 2009 State of the Nation Address have to a great extent remained unchanged since 2007. Apart from different emphases placed on the identified issues, the following priorities were identified for 2009:

· Scaling up the number of people with disabilities who enter the job market to reach the targeted goal of 2 percent.

· Improving systems that prevent and penalise corruption.

· Ensuring that jobs are created for new entrants into the job market and that these are quality work opportunities.

· Addressing abject poverty and levels of inequality in society.    

· Extending the Expanded Public Works Programme (EPWP) for a second five-year phase with a budget allocation of approximately R5 billion for the Medium Term Expenditure Framework period. 

· Improving access to basic services such as portable water, electricity and sanitation.

The emphasis in the February 2009 State of the Nation Address again took note of job creation for new entrants into the job market, addressing issues of access to basic services as well as improving the delivery of the second phase of the Expanded Public Works Programme.
Following from the above the Department has highlighted the following priorities over the medium term, which notably include, infrastructure programmes, assisting in job creation and poverty alleviation and the revision of legislation (to be discussed later). However, at the time of drafting this document, the Department has yet to release its annual Strategic Plan, i.e. 2009/10. 

The following departmental priorities are highlighted in its 2008-2011 Strategic Plan:   

· Assets Management.

· Transformation of the construction and property industries and their reflections in the respective markets.

· Poverty alleviation through public works programmes for job creation and skills development.

· Strong value chain underpinned by effective relationships with the Departments public entities.

· Relationship with Parliament and its oversight bodies.

· Build the Human Resource capacity in the Built environment sector, property and facilities management in order to execute its tasks efficiently.

Based on the priorities indicated above, it is suggested that the Department did not shift markedly from its focus on job creation and poverty alleviation. Further, the Department has also focused on large infrastructure projects as well as ensuring that all Government-owned buildings become both energy efficient-compliant, as well as accessible to people with disabilities. The analysis of the departmental budget allocation will elaborate on how the spending priorities have been set for the 2009/10 cycle. 

Budget Analysis

Table: Budget Allocations- Public Works 
	Programme
	Budget
	Nominal Rand change
	Real Rand change
	Nominal % change
	Real % change

	R million
	2008/09
	2009/10
	2010/11
	2011/12
	2008/09 - 2009/10
	2008/09 - 2009/10

	Administration
	741.9
	778.0
	781.0
	881.3
	36.1
	-  3.8
	4.87 percent
	-0.51 percent

	Provision of Land and Accommodation
	3 300.7
	3 709.3
	4 062.1
	4 591.8
	408.6
	218.6
	12.38 percent
	6.62 percent

	National Public Works Programme
	233.5
	768.5
	1 726.9
	2 681.7
	535.0
	495.6
	229.12 percent
	212.26 percent

	Auxiliary and Associated Services 
	25.9
	42.2
	28.8
	30.6
	16.3
	14.1
	62.93 percent
	54.59 percent

	
	
	
	
	
	
	
	
	

	TOTAL
	4 302.0
	5 298.0
	6 598.8
	8 185.4
	996.0
	644.8
	23.15 percent
	14.99 percent


Source: National Treasury (2009) –Vote 5 Public Works.

The budget allocated to the Department for 2009/10 that seeks to accomplish the priorities listed above, is R5.29 billion. It represents an increase of 23.2 percent in nominal terms, and 14.9 percent in real terms from the 2008/09 adjusted appropriation of R4.3 billion. The Department’s budget represents 1.2 percent of the national appropriation by vote, excluding direct charges. 

In terms of the economic classification, the departmental budget includes transfers to the value of R2.15 billion. Of these, R1.34 billion are in the form of conditional grants to provinces and municipalities, while a total of R700.7 million was allocated to departmental agencies and accounts. During the course of 2009/10, the Department will spend R1.26 billion of its budget on infrastructure-related projects.

Compensation of employees increased from R828.3 million in 2008/09, to R887.5 million in 2009/10 (representing a real increase of 1.66 percent). It has been noted that the Department has experienced challenges in terms of capacity constraints. The Department has reported measures over time to deal with these, including internal promotions, transfer of staff from other Departments, as well as the signing of an international agreement between South Africa and Cuba to allow for Built Environment professionals to work in South Africa over a three-year period on contract. According to its 2007/08 Annual Report, the Department has 6231 funded posts, of which 5479 were filled by March 2008. This means that by March 2008 the Department had a total vacancy of 752 people (about 12.1 percent).
 The capacity constraints within the Department have been highlighted in the past, and while the Department appears to be addressing the issue, it still seems unable to completely overcome this challenge. 

In an effort to address the capacity constraints, the Department embarked on different skills development strategies including, leanerships, internships and Young Professional Programmes. Under its Internship Programme for the 2008/09, a total of 474 interns were appointed. Of these, a total of 93 people were absorbed into permanent positions, while 45 were absorbed by other Departments and or the private sector, and a further 34 contracts expired (these interns will be eligible to apply for vacancies within the Department as of 1 April 2009).
 Further, the Department also appointed 124 ‘candidate professionals’ into permanent and contract positions.
 It was indicated in the recent past, that the Department competed both with the private sector as well as the international market for skilled personnel (especially those in the engineering sector). However, the current global financial crisis appears to suggest a potential reversal of this trend, whereby skilled personnel especially experienced engineers are being retrenched and therefore might return to South Africa. The President of Consulting Engineers SA (Cesa) views the current global economic crisis as an opportunity “for the government infrastructure development plans to keep the consulting engineering industry on track during these tough times”. 
 

The Department generates revenue through its Property Management Trading Entity, i.e. letting properties and official quarters, as well as the sale of state-owned land and buildings. It is projected that the Department will collect revenue to the total value of R25.58 million for 2009/10. Of this, R20.6 million will be through the sale of goods and services produced by the Department, R1 million for the sale of capital assets, and R2.85 million from financial transactions in assets and liabilities. With regard to the sale of capital assets, it is unclear why the sale of buildings, which include redundant military bases and properties that were no longer cost effective to maintain, yielded such a low return. It is also unclear what number, and where these buildings were situated at the time of sale. 
  Finally, it has been noted that the Department has maintained a Ministerial Moratorium on the sale of assets; this means that the decision to dispose of assets is therefore entered into very judiciously.   

Programme Analysis 

Programme 1: Administration provides strategic leadership and support services, including the accommodation needs, and overall management of the Department. 

For 2009/10, the Administration programme was allocated R778 million, which proportionally represents 14.7 percent of the overall departmental allocation. Expenditure under Programme 1 increased at a nominal rate of 4.9 percent, but in real terms shows a decline of 0.15 percent from the previous allocation. This means that the allocation to this programme has not kept pace with inflation, which might present challenges to the Department, especially when considering its role to provide overall management of the Department.

In terms of economic classification, the Administration programme budget includes current payments to the value of R768.9, million of which R243.7 million are to be spent on the compensation of employees. Compensation of employees increased with 1.32 percent in real terms. As indicated in the 2009 Estimates of National Expenditure, the increase is due to the filling of vacant posts, (specifically to provide for the Department’s relocation costs). 

Further, the Department allocated R194.4 million to lease payments, and R123.1 million on owned and leasehold property expenditure. Taking into account allocations in the previous financial year, in real terms expenditure on lease payments, increased with 11.1 percent, while that on owned and leasehold property declined with 10.3 percent. 

Further expenditure trends (in real terms) for 2009/10 include:

· Consultants and professional services grew with 0.08 percent.  

· Computers services declined (22.4 percent). 

· Travel and subsistence declined (8.69 percent).

Programme 2: Provision of Land and Administration provides and manages Government’s immovable property portfolio in support of Government’s social, economic, functional and political objectives.

Programme 2 is one of the main programmes of the Department, and proportionally represents 70 percent of the overall departmental expenditure for 2009/10. Its 2009/10 allocation constitutes R3.7 billion, representing a nominal increase of 12.4 percent (and a real increase of 6.6 percent). Programme 2 performs one of the core mandates of the Department, and is where a significant proportion of resources and effort are invested, which requires tangible results. 

Expenditure under Programme 2 is dominated by the following two sub-programmes:

· Infrastructure sub-programme (Public Works) received R1.2 billion (real increase of 0.27 percent from the previous year).

· Property Management received R1.5 billion (real increase of 9.29 percent from the previous year).

Programme 2 is also responsible for the augmentation of the Property Management Trading Entity. This entity was established in April 2006, as part of a longer term reform programme to provide improved property management services to client departments. Since then, the Trading Entity ensured that all accommodation-related costs were devolved to client departments. In this regard, it has been issuing invoices and collecting user charges from clients on a quarterly basis, based on amounts devolved to them. The total amount appropriated to the Trading Entity for 2009/10, totals R608.4 million (representing real growth of 9.3 percent). 

In terms of the economic classification, transfers and subsidies to the value of R1.6 billion include the Devolution of Property Rate Funds to provinces Grant (R996.5 million), as well as transfer to the Trading Entity (as discussed above). The Grant was introduced in 2008/09, to ensure that provinces take over the responsibility of paying property rates and municipal charges on properties administered by national Government on their behalf. It is indicated that the main aim of the devolution was to enable provincial Accounting Officers to be fully responsible and accountable for the management of all aspects of the property portfolios that have been identified as falling under the provincial sphere. During a departmental briefing to Parliament during March 2009, it was indicated that the Department encountered a number of challenges in this regard. These include, reconciling and validating area claims from certain identified provinces, obtaining funding from the National Treasury to clear areas rates from five provinces, reconciling properties listed on the Department’s National Assets Register database, as well as capacity constraints to conduct the assets validation exercises.
      

The Infrastructure (Public Works) sub-programme funds the acquisition and construction of infrastructure for the Department of Public Works, manages the Prestige Portfolio (which includes Parliament and the various embassies), and is mandated with co-ordinating the Border Control Operational Coordinating Committee. The funds are disbursed on a priority basis as determined by the Department. At this juncture some of the mega projects and large projects that will be undertaken for 2009/10 will be noted. As was indicated, South Africa is responsible for the hosting of the FIFA Soccer World Cup in 2010, and has therefore made provision for infrastructure development to meet these needs and requirements. To this end, the redevelopment of the Lebombo border post, R300 million has been allocated, R150 million for construction of the Skilpadhek Border post, and as part of its redevelopment R52.1 million has been allocated for the design of the Sani-Pass Border post. It is indicated that the redevelopment and refurbishment of the three land ports of entry noted (namely Lebombo Resano-Garcia which borders Mosambique, Skilpadhek which borders Botswana and Golela which borders Botswana) are to be completed on time. 

As indicated, the Infrastructure (Public Works) sub-programme includes, apart from the above, the Prestige programme (which also includes Parliament and the Union Buildings) as well as the Re Kgabisa Tshwane programme (which is the Department’s inner-city renewal venture including the upgrading and acquiring of national Government head offices). It is noted that in terms of the Prestige programme funds have been assigned for refurbishment R15.4 for 120 Plein Street and R55.5 million for Tuynhuys.
 Furthermore, under the Re Kgabisa Tshwane and Prestige programmes it is noted that infrastructure has been earmarked for upgrading, construction, and the development of a national government precinct. To this end for 2009/10 the following budget has been committed: R45.7 million for the upgrading of Office Accommodation of the Agrivaal Government Communication and Information System, R7.2 million construction of Office accommodation for Government Printing Works, as well as R147 million for the development of a national Government Precinct under Re Kgabisa Tshwane programme; and R159.9 million towards the upgrading and construction of various Prestige Centres. These programmes have all been budgeted for over the medium-term expenditure framework and are expected to be finalised by 2011/12.     

Programme 3, the National Public Works Programme, seeks to promote the growth and transformation of the construction and property industries, promote uniformity and best practice in construction and immovable asset management in the public sector, as well as ensure the creation of work opportunities coupled with training for the unskilled, marginalised and unemployed people in South Africa by coordinating the implementation of the Expanded Public Works Programme.

For 2009/10, Programme 3 was appropriated R768.5 million, compared to R233.5 million from the previous year. Expenditure under Programme 3 increased at a nominal rate of 229 percent for 2009/10 (which translates to a real increase of 212 percent). This is mainly due to the additional allocation for the Expanded Public Works programme, conditional grants to both provincial and local government, as well as an allocation to the non-state sector. The 2009 February State of the Nation Address noted that ‘as part of the contribution to the income of the poor, the target of 1-million work opportunities thought the Expanded Public Works Programme was attained in 2008, a year earlier than envisaged’.
 It is expected that Expanded Public Works Programme Phase II would yield sustainable and quality jobs, as opposed to a preoccupation with quantity. At a presentation to the Select Committee on Finance, the Department of Public Works indicated that approximately R5 billion was allocated over the MTEF period to scale up the Expanded Public Works Programme, and that the Expanded Public Works Programme Phase II implementation would commence on 1 April 2009.
 The Expanded Public Works sub-programme constitutes 12.2 percent of the overall departmental allocation for 2009/10. This is the second most important programme as it is dedicated to the overall poverty alleviation strategy of Government, which is focused on halving poverty and unemployment by 2014.
 To this end the allocation for this sub-programme is set to increase significantly over the medium term, reaching R1.6 billion in 2010/11 and R2.5 billion in 2011/12. It should further be noted that the second phase of the Expanded Public Works Programme intends to increase the number of municipalities that participate and report annually on the programme to 160. Further, the programme has been reworked to include Expanded Public Works incentive grants to the following sectors:

· R201.7 million to Local government.

· R151.4 million to Provincial government.

The purpose of these incentive grants is to ensure that Local and Provincial government implement the principles of the Expanded Public Works Programme from their existing budgets, but are further granted additional funding if they exceed the set targets for that particular financial year.
 

As already noted the Department is also responsible for four entities which report to the Minister of Public Works. Three of these entities receive transfers from the Department, although it reports only on funds allocated to two of them, and include the Construction Industry Development Board which received R59.3 million and the Council for the Built Environment which was allocated R26.3 million for 2009/10. Between 2010/11 and 2011/12, allocations are set to increase to R63.7 million and R66 million for the Construction Industry Development Board and R25.5 million and R27.1 million for the Council for the Built Environment. The Independent Development Trust does not receive any funding from the Department as a schedule 2 public entity, and has to fulfil its mandate from the R2 billion grant it received when it was constituted in 1990. Agrèment South Africa receives an allocation from the Department which usually amounts to over R7 million. It should however be noted that the entities have indicated to the Portfolio Committee on Public Works that the allocations made to them annually is proving insufficient for them to continue to fulfil their stated mandates. They petitioned the Committee to review their allocations as of 2009/10 to 2011/12 in line with their increased commitments, as well as the shifting nature of the requirements they fulfil.  

Programme 4: Auxiliary and Associated Services seeks to fund various services, including compensation for losses on Government assisted housing scheme, assistance to organisations for the preservation of national memorials, managing grants for the Parliamentary Villages Management Board, and meeting the protocol responsibilities for state functions. 

Programme 4’s budget increased from R25.9 million in 2008/9 to R42.2 million in 2009/10, which constitutes 0.8 percent of the overall departmental budget. This programme shows a nominal increase of 62.9 percent, and a real increase of 54.6 percent from the previous year.

The bulk of the expenditure under this programme was allocated to transfers and subsidies, amounting to R25.3 million. Of this, R8.8 million was allocated to Departmental agencies and accounts, and 16.5 million to foreign governments and international organisations. 

This programme does not provide for compensation of employees since 60 percent of the expenditure is in the form of transfer of payments to departmental agencies, foreign governments and international organisations (as noted above). Transfer amounts were to be disbursed in the following manner: 

· R16.5 million to the Commonwealth War Graves Commission and to the United Nations for the maintenance of notational memorials.

· R6.6 million to the Parliamentary Villages Board.

·  R2.2 million for the Sector Education and Training Authority. 

· A further R15.1 million was allocated for state functions, an increase of R14.9 million from the previous year. This is mainly in fulfilment of the Department’s designated protocol function as 2009 is an election year and the Presidential Inauguration ceremony falls under this programme. 

The budget allocation to the Department of Public Works once again attempts to give effect to the priorities set out by the State of the Nation for February 2009. As in the 2008 State of the Nation priority was again given to the Expanded Public Works Programme (Phase II), the Infrastructure (Public Works) sub-programmes, and the effective management of Government’s immovable property. In line with the realisation for the Expanded Public Works Programme to create quality projects and sustainable employment opportunities additional funding was assigned to this sub-programme. Further, the Department continues to implement the energy efficiency programme, as well as improving its skills base and internal capacity needs through internships and learnerships so that it can fulfil its role to deliver quality service. The Department will only be able to give effect to the priorities, especially those required by the Expanded Public Works Programme (Phase II), if all the other departments also fulfil their designated roles under the programme. The Department has an enormous challenge to fulfil the requirement of halving poverty and unemployment by 2015. It will require co-ordination, proper monitoring and evaluation of the programmes, as well as capacity. 

Key Issues For Consideration By Parliament 

The following issues have been identified as priorities that Parliament should consider in assisting the Department to fulfil its assigned mandate: 

· Parliament should request quarterly progress reports on the implementation of the Expanded Public Works Programme (Phase II). In particular, oversight should relate to the extent to which it assists in creating skills and quality jobs, as well as alleviating poverty. It was suggested by the Select Committee on Finance that the Expanded Public Works Programme Phase II should be used as a means to alleviate poverty in sectors where the need is greatest (examples put forward included poor municipalities that do not receive the Municipal Infrastructure Grant).

· In terms of the Devolution of Property Rates Fund, Parliament should monitor progress made on the suggested amendments to this Fund, whereby funds will be transferred in June and October to accommodate the Provincial budget cycle. Parliament should also request reports on progress being made to complete the outstanding issues related to the areas rates identified in the five Provinces (Western Cape, KwaZulu-Natal, Mpumalanga, Eastern Cape and Limpopo).

· Parliament should monitor the progress made on the enhancement of the Assets Register project. This is of particular importance, as the Government Immovable Asset Management Act (No. 19 of 2007) came into effect in April 2008, and governs the use and maintenance of National and Provincial Government assets. It is important to monitor whether the National and Provincial spheres comply with the provisions of this Act, and that the Assets Registers are updated, monitored and evaluated. This requirement means that Parliament should monitor how the Department ensures capacity and the availability of skilled personnel is enhanced within the Department.

· Parliament should also review the energy efficiency programme on a quarterly basis to ensure adherence and compliance. Furthermore, the Department should present its plans and finding to Parliament, to ensure the monitoring and evaluation of energy savings by government departments are moving towards the targeted goals set.     

· Parliament should monitor progress made on the large infrastructure projects undertaken by the Department, and review the set targets of these projects. In particular oversight should focus on progress of infrastructure projects related to the border posts which have to be completed before the 2010 FIFA Soccer World Cup, as these will have an impact on smooth and efficient cross-border access between South Africa’s neighbouring counties prior and after the event. 

· The Department should present progress to Parliament on the different pieces of legislation to be reviewed, notably the white papers on the Department of Public Works and the Construction sector: It is especially important of these are aimed at restructuring the Department and the Construction sector. Key issues include whether the aim is to increase the efficiency of the Department by streamlining it, and modelling it on existing Public Works Departments in other countries. Furthermore, as the construction sector has been one of the key sectors utilised in the Expanded Public Works Programme’s (notably, its labour intensive aspect) it will be advisable to model a sustainable programme as required in the 2008 and 2009 State of the Nation Addresses. Parliament should monitor progress on these reviews, and also monitor developments of the consultation of stakeholders to extend the Immovable Asset Management Act (No. 16 of 2007) to the local Government sphere. Co-ordination and uniformity in terms of dealing with Government’s assets at the local level is of importance, and should be brought under the mandate of the existing Act for consistency of application.   

· Parliament should review the Department’s management of its immovable property portfolio, especially its undertaking to rehabilitate Government’s unutilised buildings by 2010, as well as making a percentage of the vast immovable portfolio accessible to people with disabilities. It is unclear from the information provided if the Department has embarked upon its stated projects or reached its targets.  
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� Department of Public Works (2008).


� Motlanthe, K. (2009).


� Department of Public Works (2008).


� Department of Public Works (2008).


� Department of Public Works (2009b). The Department current has 302 interns in its Internship Programme, which includes 4 young people with disabilities. It is indicated that the Department is committed to increase its graduates from the disabled sector.   


� Department of Public Works (2009b). Of the appointed Candidate professionals 7 (3 females and 4 males), have also met the requirement of professional registration. 


� Government Communication and Information Services, (2009). The expected infrastructure budget of R800 billion to be spent over 3 years on Government’s prioritization of Eskom, housing, water and sanitization and the Expanded Public Works Programme is viewed by Cesa as a vehicle whereby engineering innovation and design could be used to allow for optimal use of labour during construction, thereby achieving the ideal of sustainable development.


� Department of Public Works (2008) The Department received an unqualified audit opinion for the 2007/08 financial year, but one of the emphasis of matter highlighted by the Auditor-General included under Other Report: Investigation which, had not been finalised at the time of the report. Various special investigations of theft of immovable assets, ghost employees, tender frauds, irregular allocations of tenders and disposal of land that were still in progress and ongoing. 


� Department of Public Works (2009a). It was noted that in terms of the verification of assets process, the lists of properties that were verified with a degree of accuracy ranged from 95 to 99 percent, but that this was dependent on the Province, as not all provinces could be verified with a similar degree of accuracy.  


� National Treasury (2009), p. 87. The 2009 Estimates of National Expenditure indicates that a total of R190 million was assigned for the 120 Plein Street project to be disbursed over the MTEF period as follows: R15.4 million in 2009/10, R136.3 million 2010/11 and R38.4 million by 2011/12. The R155.9 million was allocated for construction in 2005/06 and is concluding in 2009/10. 


� Motlanthe, K. (2009) 


� Department of Public Works (2009b). 


� The Department of Public Works has indicated that the Ministry is guided by the Millennium Development Goals, which have set the target for halving poverty by 2015. However, 2014 was chosen as an evaluation year by the country (hence reference is made to it in all documents related to the EPWP), for example, to ensure that it reaches the 2015 target 


� Department of Public Works (2009a).


� Department of Public Works (2009a).
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