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Foreword

It gives me great pleasure to present a consolidated sectoral monitoring and
evaluation (M&E) report, on an evaluation of all ten housing departments.
As a basic need, housing plays a critical role in addressing poverty and
remains one of the key priorities of government as reflected in the Medium
Term Strategic Framework and the State of the Nation Address. By focusing
on a specific sector, this report allows the Public Service Commission (PSC)
to compare the performance of similar departments and assess a sector as a
whole. Since most of the housing departments have already been evaluated
by the PSC before, we were also able to establish trends in performance.

The Transversal Public Service M&E System (System) is used by the PSC
to evaluate the compliance of departments with the nine values in section
195 of the Constitution. The System focuses on governance issues and the
institutionalisation of sound administrative practice. It can safely be argued
that a country needs strong institutions to achieve its developmental goals.
In this report the PSC makes the link between governance and the health
of institutions, in this case the housing departments, and Government's ability to achieve the objectives of the
housing programme.

The PSC makes specific recommendations in this report with regard to the application of sound administrative
practice. It is hoped that this report and the reports that were supplied to each individual housing department
will encourage the departments to strengthen their administrative practices, and not only the few areas that the
PSC has assessed.

The PSC has engaged departmental management teams and Members of the Executive Council (MECs)
throughout the process, and offered them an opportunity to respond to the reports, and recorded their
responses in the finalised departmental reports. It is a step towards entrenching a reflective management culture,
and promoting evidence-based decision making.

The PSC wishes to thank the Executive Authorities for supporting the process, and officials in the various housing
departments for their cooperation.

SN

DR RR MGIJIMA
CHAIRPERSON: PUBLIC SERVICE COMMISSION
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Executive Summary

1. INTRODUCTION

The aim of this sectoral consolidated M&E Report on the departments of housing/human settlements
(departments) was to:

. Assess the progress that the departments have made since their last evaluation by the PSC.

. Compare performance between the different departments of housing.

. Establish progress with the provision of housing, the challenges encountered and how these challenges are
being addressed.

It is generally accepted that weak corporate governance impacts negatively on the effectiveness of service
delivery and may create space or grounds for corruption and fraud to flourish. To measure and evaluate
these governance aspects, the PSC, as a custodian of good governance, has introduced a System in 2000 that
annually evaluates the performance of departments against the values and principles listed in section 195 of the
Constitution, using a few selected indicators and standards. This has enabled the PSC to establish a baseline and
trends in performance over time. Up to now the PSC has evaluated 131 departments using the System, which
is described hereunder.

The Executive Summary is organised as follows:

Executive Summary

Description of the

Background Summary of findings Conclusion

System

2. DESCRIPTION OF THE PSC'S SYSTEM

The methodology applied by the System in essence involves assessing the actual performance of a department
against a set of indicators and standards. (The detailed assessment framework is available on the PSC’s web page:
www.psc.gov.za and a concise document is attached as an Appendix A to this report). Evidence about the
actual state of practice for the nine values was obtained by collecting and assessing policy and other documents,
conducting interviews with samples of relevant persons and assessing qualitative and quantitative data according
to templates and measures.

By interrogating the evidence against the indicators and standards, a sense of the performance of a department
against each of the nine values was arrived at. Based on the assessment, a score is awarded to a department.

Since the same indicators are used year after year, the performance of a sample of departments in a specific

year can be compared with the samples of previous years, departments can be compared with each other,

and a department’s performance can be compared with its own performance in a previous year when that
. department comes up for re-assessment.



3. BACKGROUND

The specific roles that the different levels of government have to play in the housing function are defined in
the Housing Act of 1997, as amended. According to this Act, the National Department of Human Settlements
(NDoHS) is mainly responsible for formulating a housing policy and setting up an institutional and funding
framework, whilst provincial departments and local government have the responsibility to implement the

policy.

In alignment with sections 26 (1) and (3), 27 (1)(b), (1)(c) and (2) of the Constitution of South Africa?, the
National Housing Act envisages a house with secure tenure, which ensures privacy, provides adequate protection
against the elements and access to municipal services.> But the housing programme also includes developmental
objectives, apart from just supplying people with a house. These include that apartheid spatial planning needs
to be reversed and “sustainable human settlements” needed to be created.” Furthermore, gender and disability
disparities in home ownership patterns were to be eliminated, poverty reduced, skills development programmes
for unemployed beneficiaries implemented, and the ownership patterns of small businesses changed.”

The pursuit of these ambitious policy objectives took place against limited control over land and land prices, high
cost of building materials, increases in the number of informal settlements and the reluctance of commercial
banks to invest in certain areas and provide mortgages to households in the R3 500 — R7 000 income band.®
Adequate budgets have not been provided to meet growing housing demand. However, housing departments
have, for the most part, not been able to spend their allocated budgets.’

One of the greatest changes has been the devolution of the responsibility for housing to municipalities.®
Interviews conducted with officials from the NDoHS as part of the PSC's evaluation, revealed that a complicated
intergovernmental relations system, with misaligned powers and functions, resulted in compromised service
delivery, with some houses being constructed without the necessary bulk infrastructure, which could, therefore,
not be transferred to qualifying beneficiaries.”

The NDoHS has made numerous policy and institutional changes in response to these challenges. The changes
included, amongst others, the introduction of the National Home Builders Registration Council certification,
which guarantees the quality of the product prior to releasing it to the public, signing of “happy letters” by
beneficiaries, increasing the size of the houses from 30 square meters to 40 square meters; collapsing subsidy
bands to allow more income groups to obtain the maximum subsidy amount; densification of housing projects to
ensure greater access to well located housing opportunities'; and rental options for those who need them."

Republic of South Africa. The Department of Housing. Housing Act, 1997 (Act. 107 of 1997). Sections 3 and 7.
Republic of South Africa. Department of Justice and Constitutional Development. The Constitution of the Republic of South Africa, 1996.
(Act 108 of 1996 as amended). Second impression. Juta & Co Ltd. Cape Town.
Republic of South Africa. Department of Housing. Housing Act, 1997 (Act 107 of 1997). Section 1(vi).
Republic of South Africa. The Department of Housing. A Comprehensive Plan for Sustainable Human Settlements (Breaking New Ground).
2004.
Republic of South Africa. Department of Housing. Housing Act, 1997 (Act 107 of 1997). Section 2.
Smith Warren & Jolene Adams. Urban Sector Network. Development Action Group. The People’s Budget Campaign: The Housing Budget.
January 2005. p. 9.
Ibid. pp. 15-16
Republic of South Africa. Department of Housing. Housing Act, 1997 (Act 107 of 1997). Section 9.
Van den Berg, M. Director: Gauteng Province. National Department of Human Settlements. Directorate Monitoring. Personal Interview.
0 Republic of South Africa. The Department of Housing (now Human Settlements). Social Housing Act. ( Act 16 of 2008).
I Ibid.
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4. SUMMARY OF FINDINGS

The following is a summary of how the housing/human settlement departments performed during the 2009/10
evaluation cycle.

41 Performance trends

The departments can be ranked as follows (Figure 1) in terms of their scores.

Figure I: Departments’ overall average performance against all nine principles for the 2009/10
evaluation cycle
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These rankings are fairly consistent with audit findings of the Auditor-General (A-G). All the departments
that scored lower than 50%, except the Free State, received qualified audit opinions or a disclaimer during the
2008/09 financial year.

Important though is that generally the performance of departments has improved from when they were first
assessed by the PSC and the re-assessment done in 2009/10 — see Figure 2 below. This shows that administrative
capacity is slowly being built. This also highlights the importance of ensuring some continuity in these departments
and continued motivation and pressure in the form of performance monitoring and management, in order to
maintain this upwards momentum.

Figure 2: Comparative performance results between the It and 2"? assessments

100% 2
90% , o %
o 80% OQ . ~
2 o 5 o
E 0% 2 1 Sae
T 50% - = ) %
g 0% % i - .
I 40% T :n A _o %
o | B 2 ~
20% 4 X
30% A
10%
0% -
Average WC NDoHS NC LP MP FS NW
Departments
H I Assessment W 2 Assessment




Some of the issues that led to these rankings are discussed below.
4.2 Formal requirements for public participation

The evaluation standards applied by the PSC for public participation processes emphasise that a formal system
must be used to solicit inputs from the public and that these inputs must be recorded, acknowledged, and
considered.

In its evaluation of the housing departments the PSC found that only 4 of the 10 housing departments had a
fully fledged policy on public participation, whilst 7 departments had a system in place and used for soliciting
inputs from the public. Limpopo, Northern Cape and the North West were unable to produce the necessary
evidence.

Feedback is one of the most important ways of learning and to make the necessary corrections based on the
experience of the recipient of government services.'” KwaZulu-Natal, Western Cape and the National Department
were the only departments able to demonstrate incorporation of feedback from such engagements.

4.3 Public sector housing model limits public participation

Apart from the above formal requirements other factors that influence the nature and level of beneficiary
participation should also be considered, including the housing delivery model. One such model is the developer-
led delivery model, which limits participation. In the last fifteen years, over 76% of housing projects were initiated
and implemented by developers.” Of concern also is the de-linking of beneficiaries from the development and
construction phase in order to speed-up delivery."* This severely limits the say beneficiaries have in projects.

44  The Integrated Development Planning (IDP) process

The involvement of citizens in developing IDPs remains a concern.” A 2007 study commissioned by the
Department of Housing and Local Government in the Western Cape into public awareness of IDPs'®, shows the
limitations of using those processes to measure/define public participation. According to the findings of the PSC's
own System, the Western Cape department has a policy on public participation, and a system for considering
and using inputs from the public, yet the 2007 study'” found that:

80% of respondents had no knowledge of the IDP.

More than 80% of citizens felt that their needs were not reflected in their municipal IDPs.

78% had no knowledge of their municipal budget.

74% of respondents stated that their local councillor has never met with them on any issue related to IDP
or municipal budget.

12 Republic of South Africa. Department of Public Administration and Development. Service Delivery Review. A Learning Journal for Public
Service Managers. Vol. 4. No 2. 2005. STE Publishers. p.37.

I3 Republic of South Africa. National Department of Human Settlements. Statistics obtained from the Directorate Monitoring. 2009.

14 Republic of South Africa. Public Service Commission. M&E Report on the Department of Human Settlements. Mpumalanga Ptrovince.
Evaluation Cycle 2009/10. February 2010.

15 Ibid.

16 Foundation for Contemporary Research. Report on Public Awareness of IDPs. Western Cape Province. Department of Local Government

and Housing.
17 Ibid.




The housing departments do not optimally use the information derived from municipal IDPs and this needs to be
strengthened.'® According to interviews by the PSC with officials of provincial housing departments, it is the role
of municipalities to obtain public input. Yet, the National Department’s Resource Book on Housing Chapters
encourages “provincial departments to participate in the Integrated Development Planning (IDP) process to ensure
that there is alignment between its programmes and that of municipalities.”?

This view is supported by a study undertaken by the PSC in 2009%° into integrated development planning. In
KwaZulu-Natal the housing committee identified projects in their wards worth R800 million, whilst the budget
for the province as a whole was R800 million highlighting the importance of having provincial government officials
participating in municipal technical planning committees.

45 Limited public participation had a specific negative impact on the broader developmental
objectives of the housing programme

As emphasised in the background section above, the housing programme also had broader developmental
objectives, apart from just delivering a house. This accords with the constitutional principle of development
orientation. Some evidence suggests that the way the housing programme is being implemented especially
compromises these broader developmental objectives. Reconstruction and Development Programme (RDP)
houses are perceived by beneficiaries to be of limited economic and social value and abandoned or sold below
their market value.?' Furthermore, houses produced through the public sector housing system have had different
outcomes for beneficiaries. In Cape Town public sector housing located in Langa (old-town-council houses) is
valued at R22| 000 while those situated in Delft are valued at R72 000.2> For some beneficiaries the experience
of formalisation has increased their financial burden, since they must spend their limited resources paying rates
and services.”? It has even been argued by some analysts that informal housing may provide financially more
viable options for the poor.?*

Of the more than 2 000 housing projects, the departments submitted 57 projects for review for the PSC's
2009/10 evaluation cycle against the principle of development orientation. Only the Eastern Cape, Gauteng,
Northern Cape and the Western Cape submitted projects with a socio-economic development (job creation,
skills development programmes, and socio-economic amenities) component.

Of particular interest are the Women in Construction Programmes of the Gauteng department. The project
aims to support ten women in construction at a cost of R200 million over a period of 3 years at a cost of R20
million each. Given the vast resource investment targeting a few beneficiaries, it would be important to measure
the impact of such an investment.

I8 Republic of South Africa. National Department of Housing. Annual Report 2007/08.

19 Republic of South Africa. National Department of Housing. Resource Book on Housing Chapters.

20 Republic of South Africa. Public Service Commission. An Evaluation of Integration and Coordination in the Integrated Sustainable Rural
Development Programme. October 2009.

2| Elgin, Ronald. Between a Shack and a RDP House: Alternative Forms of Tenure Security. Transformer. October/November 2009.

22 Shisaka Development Management Services (Pty)Ltd. Phase One: General Research. Annexure B: Socio Cultural Dimensions, 24 October
03.

23 Smith, Warren & Adams, Jolene. Urban Sector Network. Development Action Group. The Peoples Budget Campaign: The Housing Budget.
January 2005.

24 Elgin, Ronald. Between a Shack and a RDP House: Alternative Forms of Tenure Security. Transformer October/November 2009.



46 Transparency facilitates public participation in the housing sector

Transparency is a pre-requisite for empowered public participation. The Promotion of Access to Information Act
(PAIA), 2000 (Act 2 of 2000) was enacted to give effect to these rights.”> The PSC'’s assessment of departments’
compliance with PAIA has found that implementation of PAIA was poor across the board. The Eastern Cape,
KwaZulu-Natal, Mpumalanga and the North West, for example, met none of the prescripts of PAIA in 2009,
denying citizens of those provinces their constitutional rights.

In terms of section 32 of PAIA, departments should annually submit a report to the South African Human Rights
Commission (SAHRC) indicating the extent to which they have complied with the requirements of PAIA, and,
inter dlia, the number of people who requested information, and the number of requests declined. None of the
departments submitted their reports to the SAHRC in 2007/08.%

Accurate and timely information on performance is an important ingredient for realising the principle of
transparency and accountability. In this regard the departmental annual report is the most important tool to
measure the performance of a department.”” Only four departments complied with more than 90% of the
requirements of the National Treasury’s guideline on annual reporting.?® Besides the areas that have to be
covered, the accuracy and reliability of the information contained in the reports are points for concern.

47 Management of misconduct cases in the public housing sector

Housing involves substantial investment, bringing with it substantial opportunity for corruption. Despite extensive
approval processes, which span several departments and levels of government, more than 6 000 officials have
been found guilty of illegally benefiting from the public sector housing subsidy programme by the Special
Investigations Unit in 2009.%

The PSC found that seven departments were able to finalise their cases within the 20-80 working days period
prescribed by the Disciplinary Code and Procedures for the Public Service (Public Service Coordinating Bargaining
Council (PSCBC) Resolution 2 of 1999, as amended). However, despite widespread reports on corruption in the
public housing programme, only 57 cases were presented to the PSC for assessment.

The PSC's assessment of senior public servants in the national and provincial departments of housing suggests
that 78% of senior managers have the necessary knowledge and experience to deal with cases of misconduct,
and half of the departments provide regular training sessions to senior management on the managing of cases
of misconduct.®

Training programmes should also focus on changing the attitude, practice and behaviour of senior management
towards misconduct in their departments and the public sector at large.

25 Republic of South Africa. Department of Justice and Constitutional Development. The Promotion of Access to Information Act, 2000 (Act
2 of 2000).

26 Republic of South Africa. South African Human Rights Commission. Audit Recommendation on the Promotion of Access to Information Act,
(PAIA) Act no 2 of 2000. |1 February 2009.

27 Republic of South Africa. The National Treasury. The Public Finance Management Act, 1999 (Act | of 1999 as amended). Section 40 (1)(d)(i).

28 Republic of South Africa. The National Treasury. Annual Report and a Guide on Reporting on Performance Information. 2008/09.

29 Republic of South Africa. Special Investigation Unit. Report on the Housing Subsidy Programme. 2009.

30 Republic of South Africa. The National Department of Housing. Annual Report 2007/08.




48 The management of financial resources in the public housing sector

Limpopo and Mpumalanga were the recipients of qualified audit opinions from the A-G, while North
West received a disclaimer. All provinces, except Eastern Cape, KwaZulu-Natal and the North West had
performance management systems. A fraud prevention plan (FPP) was in place for all departments except the
Eastern Cape and Free State. On average, the FPPs of the national and provincial housing departments met 89%
of the requirements as set out in the checklist of the PSC's System, detailing what an ideal FPP should entail. Risk
assessments were conducted in all provinces, but for Mpumalanga and the Eastern Cape.

49 Monitoring and evaluation practices in the public housing sector

Although most departments do produce monthly management reports, few management teams provide
feedback on these reports. The ability to respond to problems in a timely fashion is, therefore, severely curtailed
by such an omission.

To ensure the relevance and quality of housing products, several mechanisms and institutions (National
Homebuilders Registration Council (NHBRC), monitoring and evaluation units, strategic performance units,
special investigation units) have been set up. Yet, the quality of outcomes of the housing departments remains
unsatisfactory. One has to ask, given the limitations of the reporting mechanism, in the form of feedback
on management reports, “How do monitoring and evaluation findings flow back into decision-making?”” The
issue of utilising performance information and promoting evidence-based decision-making, therefore, remains a
challenge.

410 Human resources and representivity in the public housing sector

Organisational success is dependent on the skills and knowledge base of employees. Skills development needs
to be thoroughly planned to be effective. Success is also dependent on the ability to recruit, develop and retain
competent leaders and managers.

The absence of a Work Place Skills Plan (WPSP) in KwaZulu-Natal, Mpumalanga and Free State is, therefore, a
matter of concern. Of more concern though is that there was a limited relationship between the presence of

a WPSP and the implementation thereof. Only half of the departments managed to implement their planned
WPSPs.

The National Department, Eastern Cape and Western Cape were the only departments where the WPSP was
preceded by a thorough needs analysis. The Western Cape department was the only department to assess the
impact of the skills development on service delivery.

None of the departments met the PSC's compliance standard of 90 days to fill staff vacancies. It takes the
departments of housing on average 339 calendar days to fill a vacancy.

Poorly developed and implemented staff development programmes may have negatively impacted on other
transformational objectives. All departments, except Western Cape, exceeded the national target of 75% for
blacks at senior management level, whilst none was able to meet the national target of 50% women at senior
management level. A mere 30% of the ten departments were able to meet the 2% target for people with
disabilities. Yet, only three departments implemented diversity management measures.




9. CONCLUSION

The picture which is emerging is one of departments struggling to institutionalise sound administrative practice,
which will allow them to manage towards and realise proper policy outcomes. The challenge facing the public
housing sector is not a lack of instruments, mechanisms and institutions to manage policy outcomes, but the
institutionalisation of systems and a performance culture, as well as the capacity and will of all staff members to
implement the policies and systems. On the positive side though, given that the performance of all except one
department have improved when compared to earlier assessment by the PSC, systems and processes are slowly
being built.
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11 INTRODUCTION

This is a consolidated sectoral monitoring and evaluation report on the housing sector. The PSC annually
evaluates the performance of a sample of departments against a number of governance indicators based on the
values and principles of public administration contained in section 195 of the Constitution.?' As part of the PSC's
monitoring and evaluation cycle for the 2009/10 financial year, it was decided to focus on all ten departments
of housing (one national and nine provincial), given the priority accorded to providing security of tenure and
accommodation for citizens. The aim of the assessment was to:

Assess the progress that the departments of housing have made since their last evaluation by the PSC.
Compare performance between the different departments of housing.

Establish progress with the provision of housing, the challenges encountered and how these challenges are
being addressed.

The Report is structured as follows:

Consolidated Report on the Departments of Housing

(Human Settlements)

Chapter | Introduction Chapters 2 Discussion of findings Chapter 3 Conclusion
[. The mandate of the PSC. I. Overview of performance per province. I. Recommendations.
2. Definition of principles, performance 2. Overview of performance per principle. 2. Conclusions.
indicator(s) and standards. 3. Comparative performance results between
3. Brief overview on the housing sector: the first and re-assessment.
4. In-depth analysis of performance per
principle.

Chapter | provides a brief overview of the mandate of the PSC, and explaining the performance indicators
and standards against which departments are assessed by the PSC's M&E System. The discussion then provides
the context for the housing sector, by illustrating the policy instruments that were developed to help with the
provision of housing, followed by the processes involved in the allocation of funding, with a set of Annexures
providing the details.

1.2 MANDATE OF THE PSC

The PSCis vested with the mandate in Section 196 (4) () to (d) of the Constitution to promote good governance
in the Public Service.* In terms of its mandate, the PSC is empowered to investigate, monitor and evaluate
the organisation and administration, and the personnel practices, of the Public Service, to advise national and
provincial organs of state, and promote compliance with the nine principles and values listed in Section 195 of
the Constitution.”

31 Republic of South Africa. The Department of Justice and Constitutional Development. The Constitution of the Republic of South Africa,
1996. (Act 108 of 1996 as amended). Second impression. Juta & Co Ltd. Cape Town.

32 Ibid. Section 196 (4) (a) to (d).

33 Ibid.




The nine Constitutional Values and Principles (CVPs) are:

Professional Ethics

Efficiency, Economy and Effectiveness

Development Orientation

Impartiality and Fairness

Public Participation in Policy-making

Accountability

Transparency

Good Human Resource Management and Career Development Practices.
Representivity

00N U W —

The CVPs serve as the evaluation framework for the PSC, and the performance of the individual departments of
housing is assessed against indicators and standards that have been developed for each of the CVPs.

1.3 PERFORMANCE INDICATORS AND STANDARDS

The CVPs have been concretised into indicators and standards, which give an indication of the actual state of
practice and compliance against each CVP. The detailed assessment framework is available on the PSC's web
page: www.psc.gov.za and a concise document listing the performance indicator(s) and standards used for each
CVP as well as the related policies and regulations are attached as Appendix A.

Evidence about the actual state of practice for the nine CVPs was obtained by collecting and assessing policy
and other documents, conducting interviews with samples of relevant persons and assessing qualitative and
quantitative data according to templates and measures. By interrogating the evidence against the indicators and
standards, a sense of the performance of the departments of housing/human settlements against each of the nine
CVPs was arrived at. Based on the assessment, a score was awarded to each CVP. The rating scale, consisting
of five performance bands, is captured in Table 1 below.*

Table I: Exposition of the scoring and translation into percentages

Performance band Score description Score %
5 Excellent performance 4,25 - 5,00 81% - 100%
4 Good performance 3,25 —4,00 61% - 80%
3 Adequate performance 2,25-3,00 41% - 60%
2 Poor performance 1,25 —2,00 21% - 40%
| No performance 0,25 - 1,00 0% - 20%

1.4 BRIEF OVERVIEW OF THE HOUSING ENVIRONMENT

This chapter provides the context of the housing sector, by illustrating the policy instruments that were developed
to help with the provision of housing. Furthermore, the processes involved in the allocation of funding are
indicated, with a set of Annexures providing the details.

141 Legislative environment
The following legislative frameworks (Table 2) govern the operations of these departments, and direct and

guide the accountability and responsibilities of the executive authorities, and accounting officers in their capacity
as political and administrative heads, respectively.

34 The detailed assessment framework is available on the PSC's web page: www.psc.gov.za.




Table 2: Primary legislative mandates

Title of Act
The White Paper on
Housing 19943

Purpose and specific provisions

The White Paper commits government to:

a) Provide a permanent residential structure
with secure tenure, ensuring privacy and
providing adequate protection against the
elements.

b) Provide potable water, adequate sanitation
facilities including waste disposal and
domestic electricity supply.

c) Deliver approximately 338 000 units per
annum within a five-year period.

d) Setaside at least 5% of the budget to address
the housing backlog.

e) Develop reasonable legislation to achieve

this particular right.

Implications for housing development
Housing needs should be met in conjunction
with the provision of other social amenities
and in due cognisance of available economic
opportunities (calling for integrated planning
across and between government departments
and municipalities).

The Constitution of the
Republic of South Africa,
1996.3¢

Section 26, of the Constitution guarantees the right
of every citizen of access to adequate housing. The
State is obliged to take reasonable legislative and
other measures, within its available resources, to
achieve the progressive realisation of this right.

This right to have access to adequate housing
forall, places a responsibility on the departments
to employ all the possible policy measures for
meeting the housing needs of the vulnerable
and previously marginalised groups.

The Housing Act, 1997.5

The Act lays down the general principles
which govern housing development, defines
powers and functions of national, provincial
& local governments & provides for financial
arrangements for housing development.

Housing as a concurrent function of national
and provincial government, and where the
function can best be administered locally, it can
be assigned to a municipality given that the
municipality has the required capacity.

Promotes the adoption of provincial legislation
and the formulation of provincial policies within
national policy.

The functions of the National Department of
Housing are to develop policy and strategy,
monitor and evaluate the housing sector's
performance and determine the allocation
of the housing subsidy budget to provincial
governments.

The provincial departments are responsible
for developing housing policy within the
national framework, and for approving housing
subsidies and projects and provide support to
municipalities involved in housing projects.

Upon receiving accreditation, a municipality has
the right to receive, evaluate, approve or deny
applications for housing subsidy support. There
are three levels of accreditation.

35 Republic of South Africa. Department of Housing. White Paper on Housing. A New Housing Policy and Strategy for South Africa. 1994.

36 Republic of South Africa. The Department of Justice and Constitutional Development. The Constitution of the Republic of South Africa,
1996. (Act 108 of 1996 as amended). Second impression. Juta & Co Ltd. Cape Town.
37 Republic of South Africa. Department of Housing. Housing Act, 1997 (Act 107 of 1997).




Title of Act

Purpose and specific provisions

Implications for housing development

A process is currently underway to accredit
large municipalities to manage large scale
housing programmes consistent with Section
156 of the Constitution (National Treasury,
20107201 1).

Prevention of lllegal
Eviction from and
Unlawful Occupation of
Land Act, 1999.3¢

The Act makes it illegal to evict without following
due process of law.

The Act makes provision for a fair and equitable
process to be followed when evicting people
from their homes who have unlawfully invaded
land.

Rental Housing Act,
199957 (This Act repeals
the Rent Control Act,
1976).

This Act creates mechanisms to promote the
provision of rental housing and the proper
functioning of the rental market.

The Act provides for the establishment of a
Provincial Housing Tribunal to mediate over
rental disputes.

The Home Loan and
Mortgage Disclosure Act,
2000

This Act requires financial institutions to disclose

information required to identify possible
discriminatory lending practices. Although the
Act was enacted in 2000, it has not yet been
promulgated. The Act facilitates middle income
households who cannot access sufficient finance
to buy homes because of the lending practices

of certain financial institutions.

The Act provides for the establishment of
the Office of Disclosure and the monitoring
of financial institutions that serve the housing
credit need of communities.

A Comprehensive Plan
for Sustainable Human
Settlement*!, commonly
referred to as "Breaking
New Ground” (BNG) —
introduced by Cabinet in

The key objective of the BNG is to eradicate all
informal settlements by 2014 and to promote
the achievement of a non-racial, integrated
society through the development of sustainable
human settlements and quality housing. While
the BNG retains the principles of the Housing

The BNG further ensured that the strategic
focus would now be on the delivery of
affordable housing in settlements that are both
sustainable and habitable (National Department
of Housing, 2009). The strategic priorities of
the BNG are as follows:

September 2004. White Paper; it shifts focus to improving the
quality of housing and housing environments by | ¢ Accelerate housing delivery.
integrating communities and settlements. e Improve the quality of housing products
and environments to ensure asset
creation.
e Ensure a single, efficient formal housing
market.
*  Restructure and integrate human
settlements.
e Use the provision of housing as a job
creating strategy.
e Use property as an asset for wealth
creation and empowerment.
38 Republic of South Africa. Department of Housing. The Rental Housing Act, 1999 (Act 50 of 1999).

39 Republic of South Africa. Department of Housing. The Home Loan and Mortgage Disclosure Act, 2000 (Act 63 of 2000).

40

Republic of South Africa. Department of Housing. Prevention of lllegal Eviction from and Unlawful Occupation of Land Act, 1999 (Act 19
of 1999).
41 Republic of South Africa. Department of Housing. A Comprehensive Plan for Sustainable Human Settlements. September 2004. (Breaking
New Ground).




1.4.2 Housing institutions

In order to support the implementation of the Breaking New Ground (BNG), housing departments in all spheres
of government, as well as housing support institutions, have been extensively restructured.*” The National
Housing Code 2000 has been substantially revised in view of this shift in housing policy.”

1.4.3 Funding

Funds obtained by the National Department of Housing from the fiscus, are paid into the National Housing Fund
and thereafter transferred to provinces in the form of a conditional grant. Provinces in return pay the conditional
grant funding over to accredited municipalities. The housing formula which shares the funds among the different
provinces takes the following factors into consideration:

The needs of each province, taking into consideration the housing backlog.

Factors such as homelessness, shack dwelling, caravan dwelling, tents, and backrooms.
A poverty indicator, measured by households earning less than R3 500 per month.

A population indicator, measured by each province's share of total population.

A population share factor, as measured by each province’s share of total poverty.*

1.4.4 The administration of grants

The National Department of Housing administers two grants, namely the Integrated Housing and Human
Settlement Development Grant and the General Conditional Grant. The aim of each grant is briefly as
follows:

a) Integrated Housing and Human Settlement Development Grant

The purpose of the grant is to finance the implementation of the national housing programme for the creation
of quality living environments, and to facilitate the establishment and maintenance of habitable and sustainable
human settlements in which all citizens will have access to selected social and economic amenities.*

b) General Conditional Grant

This grant funds the:

. Housing for beneficiaries who qualify for the consolidated subsidy or existing housing subsidies and new
subsidies;

Institutional subsidies, including grant funding for setting up housing support centres, community
development associations and the proposed establishment grant for social housing institutions; and

Land acquisition to accommodate well-located housing development in cases where the province and
municipalities do not have land available.*

Several limitations exist with regard to the intergovernmental fiscal arrangements. The Integrated Housing
Conditional Grant provides for money to build houses but this may not be used to fund staff salaries and
operational cost associated with housing programmes.*” A municipality must fund associated costs from its share

42 Republic of South Africa. National Estimates of Expenditure. Department of Human Settlements. 2010/2011.

43 Ibid.

44 Republic of South Africa. Financial and Fiscal Commission. For an Equitable Sharing of National Revenue. 2008/2009.
45 Republic of South Africa. The National Treasury. Division of Revenue Act. 2008/2009.

46 Ibid.

47 Ibid.




of the equitable allocation. However, a substantial number of municipalities do not have the in-house capacity
to raise revenue to acquire staff with the adequate technical skills to successfully implement and complete highly
sophisticated projects. Their revenue base is severely limited by large numbers of indigent people living in the
municipal area.*®

1.4.5 Housing subsidy programme

The White Paper on Housing identified seven key strategies with which to attain the housing vision and goal.
The provision of subsidies to qualifying households was one of the strategies. Appendix B provides a summary
of the different subsidies available.

1.4.6 Cost of building a subsidised house
a) Subsidy amounts

The subsidy amount is R 55 700, which is supposed to pay for a 40 sq meter house.” A breakdown for each of
the subsidies discussed in Appendix B appears in Appendix €. The cost indicated in Appendix € excludes
the contribution to the NHBRC, the relocation cost of residents of informal settlement upgrading during the
construction phase and the costs of monitoring and evaluation units.*°

b) Cost of services associated with public sector subsidy housing programme

The Integrated Housing and Human Settlement Development Grant is supported by spending by other
departments on water and sanitation — refer to Appendix D. This is critical for the establishment of sustainable
human settlements. The breakdown of the construction cost and the subsidy amount of a 40 sg. metre house
followed by the cost breakdown of a serviced stand effective from | April 2009 appears in Appendix E.>'

1.4.7 Eligibility criteria

The Act requires government to prioritise the needs of the poor in respect of housing development. In order
to qualify for the housing subsidy prospective beneficiaries must meet the following criteria:*

Married The applicant must be married (in terms of civil law or in terms of customary union) or co-habit
habitually with any other person, or have proven financial dependents. A spouse includes any partner
with whom a prospective beneficiary under the scheme habitually co-habits.

Resident The applicant must lawfully reside in South Africa, i.e. he/she must be a citizen of the Republic of South
Africa or in possession of a permanent residence permit.

(@I IS Ml The applicant must be legally competent to contract, that is, over 21 years of age or married or divorced,
contract and of sound mind.

Monthly The applicant's gross monthly household income should not exceed R3 500. A prospective beneficiary
household will be required to submit adequate proof of income and, in the case of income received through self-
income employment, must sign an affidavit stating the amount earned. For the purpose of assessing whether
any particular person is entitled to receive a housing subsidy under this scheme, the income of his/her
spouse (if any) is added to that person'’s income.

48 Ibid.

49 Republic of South Africa. National Department of Human Settlements. Statistics. Interview with Director Monitoring. 2009.

50 Republic of South Africa. Public Service Commission. M&E Evaluation Cycle 2009/10. M&E Report on the Gauteng Department of Local
Government and Human Settlements. March 2010. p. 38.

51 Republic of South Africa. National Department of Human Settlements. Statistics. Interview with Director Monitoring. 2009.

52 Republic of South Africa. The Auditor-General. Report on the Findings Identified During A Performance Audit of the Approval and
Allocation of Housing Subsidies at the Department of Local Government and Housing of the Free State Provincial Administration. February
2006.




1.4.8 Housing need

Massive strides in the delivery of low cost housing to poor and vulnerable families have taken place over the
past five years. Over 2.8 million households have had access to housing opportunities through the subsidy
programme.>?

Yet, approximately 1.8 million households still have inadequate access to housing. Up to 60% of the housing
backlog is found in urban informal areas.”* These households are dependent on government to provide them
with adequate housing.

In 2008 the Minister of Human Settlements stated that the number of informal settlements had increased from
200 in 1994 to over 2 000 in 2009.>> Given the total number of subsidies allocated on an annual basis, it is unlikely
that the backlog will be resolved in the near future. Table 3 below shows the housing need per category.®®

Table 3: Housing need per category

Category 1996 Census 2001 Census 2008 Census

Household occupying shacks in informal settlements | 049 686 | 376 705 | 239 000
Household occupying backyard shacks 403 329 459 526 586 000
Households occupying houses/flatlet/room in backyard or on 623 092 532 98| 782 000
shared property

Households living in tents or caravans 17126 30610

Total urban 2093233 2399 822 2 607 000
Traditional dwellings | 644 388 | 654 786 | 340 000
Total (urban and rural) 3737 621 4 054 608 3947 000

More recently the National Department of Human Settlements accepted recommendations made by the
Financial and Fiscal Commission which allow for a broader and inclusive definition of households and people
living in inadequate dwellings. The Financial and Fiscal Commission identified the following limitations with the
housing formula:*’

People living in rural areas are excluded since the Department does not view traditional housing as
inadequate.

The differences in the cost of building a house to meet the same standard in different provinces were not
taken into account.

The number of homeless people was not officially available, and was therefore excluded.

The actual number of subsidies/houses needed could therefore be increasing as the definition becomes
more inclusive of people living in inadequate accommodation.

Besides the growing number of households in need of housing, the poor workmanship quality has forced the
department to start a programme of rectifying 40 000 dwellings — diverting much needed resources from
families living in inadequate circumstances®® (National Department of Housing, 2008).

53 Republic of South Africa. National Treasury. Provincial Budgets and Expenditure Review 2003/04 to 2009/10. September 2007. (2.4
million instead of 2.8 million have had access to housing opportunities through the subsidy programme).

54 Republic of South Africa. National Treasury. Provincial Budgets and Expenditure Review 2005/06 to 2010/11. September 2009. p. 92.

55 Ibid.

56 Ibid.

57 Republic of South Africa. Financial and Fiscal Commission. For an Equitable Sharing of National Revenue with respect to Housing.
2008/2009.

58 Ibid.




1.5 CONCLUSION

This chapterhasindicated that enough legislative frameworks are in place to administerthe mandate of departments
of housing, and that several research reports with recommendations since 2003 have been produced to provide
guidance on the improvement in the areas of the general conditional grants, inadequate access to and backlog
in the provision of houses in urban informal areas, and limitations in respect of the housing formula. Of concern
though, is the seemingly unwillingness to implement these recommendations, which could have eliminated much
of the hurdles in the provisioning of houses.

Based on this background, the Report now provides a more specific assessment of the governance of the
individual departments of housing.




Chapter Two

Iscussion of Findings
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21 INTRODUCTION

The following is a synopsis of how the departments of housing performed, during the 2009/10 evaluation cycle
and previous evaluation cycles. The comparison of cycles is thus based on evaluations done priorto 2009/10, and
the 2009/10 evaluations. There are thus two sets of evaluation data that are compared.

It should be understood that the assessment of departments used information from different periods for the
different principles, as indicated below:

. Principles 2, 6, and 7: Information obtained from the departments’ Annual Reports (ARs) for the 2007/08

financial year.

. Principles |, 3 to 5 and 8 to 9: The most recent information obtained from the departments during the
2009/10 financial year.

This means that an individual departmental M&E report utilises information covering more than one financial year.
From a research perspective, this does not affect the validity of the findings. However, the PSC has recognised
the need to use more current performance information, and will address this gap from the 2010/11 evaluation

cycle onwards.

This chapter is structured as follows:

Chapter 2: Discussion of
Findings

I

2.1 Overview of
performance per
province.

2.2 Comparative

performance results

re-assessment.

2.3 Overview of

between the first and principle.

performance per

2.4 In-depth analysis of
performance per
principle.

2.2 OVERVIEW OF PERFORMANCE PER PROVINCE

The average performance forthe housing sector forthe 2009/10 evaluation cycle was 53% (adequate performance)
— refer to Figure | below.

Figure I: Departments’ overall average performance against all nine principles for the 2009/10
evaluation cycle
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The best performer for the sector was the Western Cape, which attained “excellent performance” (86%),
followed by the National Department of Housing, with a rating of “good performance” (76%). The Eastern
Cape (36%) and North West (32%) received the lowest scores. Low ratings are indicative of systemic
dysfunctionalities in the management, and poor coordination and implementation of systems and procedures
within these departments.

The low scoring provinces (below 50%), with the exception of the Free State, were also recipients of disclaimers
and/or qualified audit opinions from the A-G for the period under review.

2.3 COMPARATIVE PERFORMANCE RESULTS BETWEEN THE FIRST AND SECOND
ASSESSMENT

In preparing the historical part of the Report, the scores of the first and second assessments were compared.
The following seven housing departments were assessed for a second time during the 2009/2010 evaluation
cycle, namely, the National Department, Free State, Mpumalanga, Limpopo, Northern Cape, North West and
Western Cape. An overview of the trends in performance of these departments against all nine CVPs for the
first assessment and the second assessment in 2009/10 appear in Figure 2 below.

Figure 2: Comparative performance results between the It and 2" assessments
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A comparison of these departments’ performance for the second assessment in 2009/2010 against the first
assessment shows that the overall performance has improved by 20%, from 33% (poor performance) to 53%
(adequate performance). [t is encouraging to note that the performance of six of the seven departments has
improved. The only decline in performance occurred in the Limpopo department, which went down from
52% to 49%, which still is adequate performance for both assessments. The main reason for the decline in
performance was that the department did not submit the required information to be assessed against principles
4 (impartiality and fairness) and 5 (public participation in policy-making).

24 0OVERVIEW OF PERFORMANCE PER PRINCIPLE

This section highlights the performance against all the principles across all ten departments assessed during
200972010, followed by the departments' performance against each principle.
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241 Average performance against the nine CVPs

Figure 3 below shows that the average performance against the nine CVPs was adequate (52%), which indicates
that departments do not fully meet the standards applied.

Figure 3: Overview of performance against each principle for the 2009/10 evaluation cycle
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It is encouraging to note good performance (between 61% and 80%) occurred against the following three
principles:

. Principle 6 (accountability) with a score of 75% showing that internal financial controls and performance
management are exerted over departmental programmes and that fraud prevention plans, which are
based on a thorough risk assessment are in place.

. Principle 7 (transparency) with a score of 68% showing that departments generally complied with the
requirements for compiling their annual reports and implementing the provisions of the Promotion of
Access to Information Act, 2000 (Act 2 of 2000) (PAIA).

. Principle 3 (development orientation) with a score of 67% showing that departments are generally involved
in programmes/projects that aim to promote development and reduce poverty.

Following is a discussion on the picture that emerged when performance against each CVP was analysed.
2.4.2 Overview of performance against principle 1 - professional ethics

This CVP requires departments to promote and maintain a high standard of professional ethics, which emphasises
that officials should exercise their duties honourably to ensure a Public Service that serves as an example of clean
administration and professional ethical conduct. When government policy is not adhered to or is breached to
an officials’ own advantage, such behaviour is not in the best interest of the public. It is unethical, and is regarded
as misconduct.




The PSC assumes that departments that effectively deal with cases of misconduct are generally maintaining a
higher standard of ethics than those departments that do not. Departments that deal effectively with misconduct
will probably also deal effectively with other ethical issues.

The following five standards are applied to establish whether departments do in fact promote and maintain a

high standard of professional ethics:

Principle |: Standards

[. A policy on 2. Management
misconduct is in reporting is
place. done.

3. Cases are
finalised promptly.

4. Adequate capacity
to handle cases of
misconduct.

5. Training is
provided.

Combating corruption in the Public Service requires strong political support, systematic monitoring, and effective

process for dealing with offenders.

24.2.] Departments’ performance against all the standards for principle |

The average performance was “adequate” (57%) — refer to Figure 4 below.

Figure 4: Departments’ performance against principle |
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Five of the ten departments’ performance against this principle was above the average of 57%, with the Free
State coming up with an excellent score of 90%. The performance of both Eastern Cape (10%) and KwaZulu-

Natal (20%) was unacceptably low.

This low performance suggests that departments do not take cases of misconduct seriously, and this impacts
on their credibility and would send an incorrect message to staff that they are not serious about addressing

misconduct.
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24.2.2 Each department’s compliance per standard
Each department's compliance against each standard highlighted above is summarised in Table 4 below.

Table 4: Each department’s compliance per standard
Managers’

Time taken

Policy on knowledge of Management
. L to resolve . Evidence on Adequate Training is
managing | the Disciplinary reporting
the most management’s capacity to provided on
Department cases of Code and on cases of
. recent : .| response/actions | handle cases | the managing of
misconduct Procedures misconduct is
‘. . cases of on these reports | of misconduct misconduct
is in place | for the Public . done
misconduct
Service
EC v X v X X X X
Fs v J y y X y J
GP v No info v v X v v
KZN v v X v X X X
LP v v No info v No info No info No info
MP v v ¢ ¢ X ¢ ¢
NC v v v X X v X
NW v X v v X X X
e v J v v J X v
NDoHS v v v v X v v
% Dep. 100% 70% 80% 80% 10% 50% 50%
complied
% No 0% 10% 0% 0% 10% 10% 0%
information

Legend: \ = met the standard: X = did not meet the standard.

24.2.2.] The existence of a policy/guideline on managing cases of misconduct

Having a policy document on how to deal with cases of misconduct will ensure a common understanding of
misconduct and discipline, and that discipline is applied in a fair and progressive manner. All ten departments
evaluated utilise Resolution 2 of 1999 of the Public Service Co-coordinating Bargaining Council (PSCBC) as
framework to deal with cases of misconduct.

2.4.2.2.2 Managers’ knowledge of the Disciplinary Code and Procedures for the Public Service (the Code)

The PSC assessed a sample of at least five senior managers per department to determine their working knowledge
of the disciplinary Code. The analysis has shown that 70% of departments met this standard, and that 78% of the
senior managers interviewed had a working knowledge of the Code.

2.4.2.2.3 The time taken to resolve the most recent cases of misconduct

Any alleged case of misconduct needs to be dealt with promptly to avert and correct unacceptable conduct.




Figure 5: Departments’ management of cases of misconduct
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Seven instead of ten departments submitted information on cases of misconduct where a hearing was conducted
to assess the average length of time taken to resolve these cases. According to the submitted information, all
seven departments were able finalise their cases on average within the PSCBC'’s prescribed timeframe of 20 to
80 working days. North West was the best performer against this standard by finalising cases of misconduct
within an average time of 24 working days, which is also below the overall average of 34 working days (see
Figure 5 above).

The Free State did not have any reported cases of misconduct during the period for assessment, whilst KwaZulu-
Natal and Limpopo failed to submit the necessary information for assessment.

Abscondment and absence without permission from the workplace contributed 29% and fraud/conflict of interest
and dishonesty 25% of all misconduct cases — Figure 6 below.

Figure 6: Most common acts of misconduct of sample cases assessed in 2009/10
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2.4.2.2.4 Management reporting on cases of misconduct

Management reports keep management abreast of cases of misconduct, and the time it takes to finalise cases
of misconduct. The reports are also necessary for management to institute timeously corrective measures. Of
concern though, is that the Eastern Cape and Northern Cape did not report cases of misconduct in management
reports. Evidence of management actions on such reports could only be found in the Western Cape, which
demonstrates the department’s urgency in resolving cases of misconduct speedily.

2.4.2.2.5 Capacity to handle cases of misconduct

Alleged cases of misconduct cannot be dealt with promptly if a department does not have adequate capacity to
handle and finalise such cases. Considering the number of cases a department has to deal with in a particular
year, the Free State, Gauteng, Mpumalanga, Northern Cape and the National Department were the only
departments with sufficient capacity to manage cases of misconduct, should they occur. The lack of capacity in
other provinces reflects a weakness in the system to address misconduct.

2.4.2.2.6 Training on the management of cases of misconduct

Dealing with cases of misconduct is a management responsibility, and training is necessary to equip managers
with the necessary skills. The Free State, Gauteng, Mpumalanga, Western Cape and the National Department
were the only departments covering the procedures and management of misconduct in their capacity building
processes.

2.4.2.3 Disclosure of financial interests by senior managers

Of the 410 senior managers working for the departments of housing, 237 (or 58%) disclosed their financial
interests for the financial year 2008/09 (see Table 5 below), before the deadline of 31 May 2009.*

Table 5: Statistics on financial disclosures of SMS members for all housing departments as at
31 May 2009

No. of forms | No. of forms Percentage
No. of SMS . .
Department received on | outstanding on forms
Members .
31 May 09 31 May 09 received

LP: Department of Local Government and Housing 42 42 0 100%
NW: Department of Developmental Local Government 21 2| 0 100%
and Housing
WC: Department of Local Govt. and Housing 24 24 0 100%
NC: Department of Housing and Local Government |6 I5 | 94%
EC.: Dept. Housing, Local Govt. & Traditional Affairs 82 68 14 83%
KZN: Department of Housing 19 I5 4 80%
GP: Department of Housing 67 43 24 64%
MP: Department of Local Government and Housing 26 9 |7 35%
Nat. Department of Housing 73 O 73 O%
FS: Dept of Local Government and Housing

Total 4 I 0 237 I 73 58%

59 Republic of South Africa. Public Service Commission. Fact Sheet: Monitoring Compliance with the Requirements of the Financial Disclosure

Framework for the 2008/09 Financial Year. September 2009.



Three of the ten departments, namely, Limpopo, North West and Western Cape showed a 100% return rate.
Of concern is the National Department and Free State with a nil return rate by the due date of 31 May 2009.
Not submitting their financial disclosure forms on time signals a lack of transparency among senior managers at a
time of growing concern over the reported widespread corruption found in housing departments by the Special
Investigation Unit (SIU).¢°

In March 2009, the SIU recommended that disciplinary action should be taken against 634 government officials.
The SIU, for example, found that these officials were registered as the owners of subsidised housing for which
they did not qualify. This constitutes corruption and manipulation of the subsidy system. The huge occurrence of
corruption is despite the numerous and costly procedures that must be followed when an applicant’s eligibility
for the housing subsidy is assessed.®’ The box below sketches the stringent approval process.

Box I: Subsidy approval process®?

Once a housing subsidy application has been captured on the Housing Subsidy System (HSS), the application is sent
for the following electronic searches that are conducted overnight:

* The application is compared to the Population Register to ensure the validity of applicant and spouse ID
numbers, and that applicant and/or spouses are not deceased.

* The application is compared to the National Housing Subsidy Database to ensure that neither the applicant nor
his/her spouse has previously benefited from government housing assistance.

* The application is compared to the Deeds Register to ensure that neither the applicant nor his/her spouse
previously owned a property.

The system-wide maladministration of the subsidy grant, as illustrated by the findings of the SIU investigation into
housing subsidy fraud, makes the SIU ideally placed to undertake these investigations. Clearly, more than one
department is involved and the matter should not be addressed at departmental level only.

2.4.2.4 Conclusion

[t can be concluded that departments have performed adequately against this principle in 2009/2010. Management
reporting on cases of misconduct and sufficient capacity to handle such cases remain a challenge. However,
performance with regard to the time taken to resolve cases of misconduct improved in the sense that 100% of
the sampled cases assessed were finalised within the required 20 to 80 working days. However, the submission
of financial disclosure forms before the deadline still needs attention.

2.4.3 Qverview of performance against principle 2 - efficiency, economy, and effectiveness

This Constitutional principle relates to the area of financial management, and as such addresses a departments’
ability to ensure that their limited resources are spent in ways that achieve more value for money. The ultimate
goal is to provide cost-effective services of a high quality. To assess whether government is performing efficiently,
economically and effectively there should be a clear link between strategic planning, budgeting, performance
management and service delivery.®®

60 Architect Africa Network. Sexwale vows to stamp out corruption in Housing. July |, 2009.

61 Republic of South Africa. Auditor-General. Report on the findings identified during a Performance Audit of the Approval and Allocation of
Housing Subsidies at the Department of Local Government and Housing of the Limpopo Provincial Administration. February 2006.

62 Ibid.

63 Republic of South Africa. Public Service Commission. éth Consolidated M&E Report. Evaluation cycle 2008/09.
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The following three standards are applied to establish whether departments do in fact promote efficiency,
economy and effectiveness:

Principle 2: Standards

Expenditure is as budgeted
for and material variances are
explained.

2.

Performance Indicators (Pls)
are measurable.

2.4.3.1 Departments’ performance against all the standards for principle 2

The average performance was “adequate” (50%) — refer to Figure 7 below.

Figure 7: Departments’ performance against principle 2
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Mpumalanga (80%), followed by the National Department, Eastern Cape and Western Cape (all with a score
of 70%) were the top performers. The good performance of these four departments is due to performance
indicators (Pls) which were formulated in measurable terms, the clear linkage between outputs reported on
in the annual report and targets in annual performance plans, and the achievement of more than 60% of their
planned priority outputs. Of concern is that four departments’ performance was below the overall average
performance of 50%. These four departments were Limpopo and Northern Cape with a poor performance
of 40% each, followed by Gauteng with 20% and North West with 10%, which is indicative of no performance
against most of the standards. The main reason for the low performance of North West is that no information
was submitted on the measurability of Pls and the implementation of planned outputs.

2.4.3.2 Each department’s compliance per standard

Each department’s compliance against each standard highlighted above is summarised in Table 6 on the next
page.




Table 6: Each department’s compliance per standard

Programmes are implemented as planned

. . Material More than 50% of 80% and more of the
Expenditure is . Outputs, Pls and e
Department variances are | each programme’s priority outputs have been
as budgeted for. : targets are clearly ; .
explained Pls are measurable linked met (Actual achievement in

brackets)

EC X V V V X (73%)

FS X \ X (50%)

GP X 3 X X X (4%)

KZN V N V V X (29%)

LP V \ V X X (56%)

P x x J d

NC V \ X d X (34%)

NW \ X No information No information No information

WC V N N X X (71%)

NDoHS X \ \ X (76%)

% Dep. 50% 80% 70% 60% 10%

complied

% No - - 10% 10% 10%

information

Legend: \ = met the standard: X = did not meet the standard.
2.4.3.2.1 Expenditure in relation to outputs produced
A department's budget is the financial plan indicating how a department intends to spend the allocated money.

In terms of Section 39 (1) (a) of the PFMA, the accounting officer is compelled to ensure that the expenditure is
in accordance with the allocations.

Figure 8: Relationship between total budget spent and total outputs achieved
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Non-adherence to this requirement may lead to either under-, over- or unauthorised expenditure. It was
found that the expenditure of eight departments was outside the generally accepted 2% margin of their
respective planned budgets. A further analysis shows that there is little correlation between the departments’
total expenditure on the one hand and the achievement of their planned outputs on the other hand — refer to
Figure 8 above.




On average the departments spent 97% of their total budget, whilst achieving on average only 48% of their total
planned outputs. Of particular concern is those departments where the percentage of their total budget spent,
compared to the percentage of planned outputs achieved, are below the average achievement of 48% outputs,
for example, Gauteng (102 versus 4%), KwaZulu-Natal (100% versus 29%), Northern Cape (99% versus 34%),
and North West (91% versus 0%). The misalignment between expenditure and outputs should be a matter of
concern for Government.

The 4% achievement of housing outputs for Gauteng was because:

. The Department did not report actual achievements on any of the predetermined objectives, as required
by section 40(3)(a) of the PFMA.
. All the measurable objectives reported in the AR were materially inconsistent with the predetermined

objectives as per the annual performance plan.

The A-G also, was unable to obtain sufficient appropriate audit evidence in relation to the actual reported
performance information for Programmes 3: Housing. The actual achievement against targets was not reported
in any of the total planned indicators.

KwaZulu-Natal did not provide any reasons for not meeting planned outputs whilst the North West's annual
performance reporting did not have output performance measures/service delivery indicators and targets. It
was, therefore, not possible to check which priority outputs were achieved and which ones were not.

Limpopo stated that the low achievement of outputs against the total budget spent was as a result of a directive
from Treasury on austerity measures, retention fees for housing projects were completed towards the end of the
financial year for which payment will be done in the new financial year, and delays from municipalities in meeting
pre-conditions for transfers.

Mpumalanga identified the late identification of beneficiaries, lengthy and costly environmental assessment, and
weak project management and quality assurance as obstacles for not achieving all objectives.

The Western Cape mentioned that the under-spending and low achievement of outputs were mainly due to
illegal occupants of the N2 Gateway houses during December 2007 and January 2008, and contracts in respect
of water waste management and other support to municipalities that were not concluded by 31 March 2008.

The Northern Cape mentioned capacity constraints as the main reason for the non-achievement of targets in
respect of managing/facilitating/monitoring and providing support for the implementation of capacity building and
human resource programmes in municipalities. However;, no indication was provided of contingency plans to
rectify performance where target outputs were not reached.

In the case of the Free State, the A-G in the 2008/09 financial year highlighted a material under-spending of
RIO.I million mainly in respect of the integrated housing and human settlement grant. The Free State did not
provide reasons for the under-spending. The under-spending against this grant is of concern since this was
also reported in the first assessment where the under-spending on housing amounted to RI12.9 million. This
constant under-spending on housing is unacceptable considering the huge demand for housing.

These outcomes raise questions about departments’ ability to deliver on stated goals and objectives in a manner

that is efficient and effective. This further suggests that departments do not have measures in place to ensure

that the several performance monitoring instruments, including monthly expenditure reports and quarterly
. performance reports are used in a meaningful manner.

_



2.4.3.2.2 Material variances between planned and actual expenditure are explained

Analysing the reasons for goals not being met is pivotal to managing performance, as lessons learnt may be
used to improve the successful implementation of projects. It was found that eight of the ten departments
understood this principle since they have provided explanations for material variances between their planned
and actual expenditure, where this exceeded the generally accepted margin of 2% as per National Treasury
Guidelines (Table 6). North West was the only department that did not provide any explanation for the
variances exceeding the 2% margin.

2.4.3.2.3 Performance indicators are measurable

Measurable Pls in terms of time, quantity and quality are a management tool utilised to monitor progress in the
achievement of outputs, and to institute timeous corrective measures. The Pls of seven of the ten departments
met the requirements against this standard (Table 6). The Northern Cape’s and Gauteng's outputs could not
be measured due to their poor formulation, whilst the North West failed to submit information in this regard.

2.4.3.24 Linking outputs reported on in the annual report with targets set in annual performance plans

Itis a principle of performance reporting that performance should be reported against predetermined objectives.®*
This means that actual performance reported in the annual report should be compared to the indicators and
targets set in plans. Inthe case of Gauteng, no clear relationship could be established between targets, indicators
and outputs as they appear in the AR, APP and PEE, whilst the North West failed to submit any information.

According to the information submitted by eight of the nine provinces, a total number of 165 661 houses were
delivered during the 2007/08 financial year — refer to Table 7 below. Amongst the main constraints/challenges
were the poor performance of contractors and the acquisition of suitable land.

Table 7: Number of houses completed during the 2007/08 financial year
No. of houses completed

Province | in the 2007/08 financial Constraints/challenges Contingency plans
year
EC 22 036 |+ Poor performance of contractors. * Determine developer status

* Delayed procurement processes before assuming duty.
of municipalities due to inadequate |+ Established a legal advisory
capacity to execute the function. service & contract management

*  Slow implementation of projects by component to ensure  that
developers. effective contracts are drafted,

* Slow turnaround time of enrolment that contractors comply with their
process. contractual obligations and to

* Slow reconciliation of trust accounts. provide legal support service to

the department.

FS No information submitted

64 Republic of South Africa. National Treasury. Public Finance Management Act, 1999 (Act No. | of 1999) Section 40(3)(a).




No. of houses completed

Province | in the 2007/08 financial Constraints/challenges Contingency plans
year
GP 64 064 |« Finalisation of agreements in respect | * A steering committee was

of the demarcation of building sites. established in all municipalities to

» Obtaining approval of house/layout address the de-densification of
plans. informal settlements.

* Identifying alternative land due to de- |« A task team was established
densification of informal settlements. to develop a clear migration

* Poor performance of contractors. business plan in collaboration with

* Lengthy subsidy approval process. municipalities.

* Legal services were outsourced
to expedite the finalisation of tri-
partite agreements.

KZN 24 406 | No information submitted.
LP 3 870 | No information submitted.
MP 12 233 |+ Late identification of beneficiaries at
municipal level.
* Delays in construction of houses
due to lengthy environmental impact
assessment process.
* Project management and quality
assurance.
NC 4042« High cost of servicing sites. A Housing Data Base has been
* Increase in building materials and developed to ensure that houses are
transport. allocated according to the waiting list.
» Lack of skilled labour.
NW 18 917 |+ Availability of land. On-going engagements with housing
*  Municipal infrastructure services. stakeholders.
WC 16093« Insufficient funds. * Additional funding from the
* lack of land. National Department to address
the backlog, the request was not
approved.

* Anamount of RI161 million was
paid to various municipalities for
the purchase of land.

Total 165 661

The total backlog in the provision of housing in three of the provinces,

follows:

EC:
MP:
NC:
WC:
Total:

797 932

12 520

68 000
409 000

1 287 452

which provided information, is as

However, where outputs have been achieved, quality remains a concern. Poor workmanship, including cracks
in floors and walls, leaking roofs, problems with windows and limited access to sanitation and water have been

found in several projects.




24.3.3 Conclusion

The lower than adequate performance of four departments, suggests that they do not have in place a good
system for budgetary control and for verifying progress against outputs. This is being confirmed by the finding

that:

. Their expenditure was outside the generally accepted margin 2%, of their planned budgets.
. There was limited correlation between their expenditure and outputs produced.
. They were unable to achieve more than 60% of their planned outputs.

2.4.4 QOverview of performance against principle 3 - development orientation

This principle requires departments to ensure that they, within their respective mandates, drive development
oriented projects, and thus contribute to the national effort of government to promote development and
eradicate poverty. This means that departments need to consciously build development considerations into
their programmes/projects and monitor the outcome thereof.® The net effect of a developmentally orientated

Public Service will be one that meets the Millennium Development Goals.®

The following five standards are applied to establish whether departments do in fact promote development to

reduce poverty:

Principle 3:
Standards
|
[ [ I [ |
I. Beneficiaries 2. Project plans are 3. IDPs are 4. A system for 5. At least half the
participated in of an acceptable considered in lessons learned is projects achieved
projects. standard. the projects. in place. their objectives.

24.4.1 Departments’ performance against all the standards for principle 3

The average performance was "‘good” (67%) — refer to Figure 9 below.

Figure 9: Departments’ performance against principle 3
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65 Republic of South Africa. Public Service Commission. é6th Consolidated M&E Report. Evaluation Cycle 2008/09.
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The National Department, KwaZulu-Natal and Limpopo were the top performers with a compliance rate
of 100%, followed closely by the Western Cape (90%) and the Northern Cape (90%). The poor and no
performers were Free State 25%, Eastern Cape (20%) and Mpumalanga (0%).

2.4.4.2 Each department's compliance per standard

The individual department’s compliance against each standard highlighted above is summarised in Table 8 below.
The highest compliance (80%) was against the standard “Alignment of poverty reduction projects with Integrated
Development plans (IDPs).” The high compliance rate of departments against this standard is encouraging, since
it shows that departments also comply with the National Housing Code, which requires that the information in
IDPs should be used in housing needs assessments, as well as for the identification, surveying and prioritisation
of informal settlements.®’

Table 8: Each department’s compliance per standard

Beneficiari P ty reducti Half th
ene. |f:|ar|es 50% of the project 0\./er s u? on A system for ¢ : e
participated projects are aligned projects
Department . plans are of an ) ) lessons learned .
in 50% of the with IDPs in at least e achieved 50% of
. acceptable standard . is in place . -
projects 50% of the projects their objectives
EC X X X X N
FS X X V X v
GP J X J v v
KZN V V V V V
LP J V V X v
MP X X X X X
NC \/ J V V \
NW V X V v X
WC V V V V \
NDoHS V V v v v
% Dep. complied 70% 50% 80% 60% 80%
% Dep. not 30% 50% 20% 40% 20%
complied

Legend: V = met the standard: X = did not meet the standard.
2.4.4.2.1 Farticipation of beneficiaries in the design of projects

For a poverty reduction programme/project to be successfully implemented it is important to obtain the buy-in
from the beneficiaries. Itis necessary to get their active involvement in the governance, design and implementation
of such programmes/ projects to ensure a higher level of client satisfaction, thereby, improving the effectiveness
and efficiency of investments by the state. All departments could show beneficiary participation in the design of
the projects, except for the Eastern Cape, Free State and Mpumalanga.

It was found that the most popular way of interacting with the public was Izimbizo, which is utilised by five (50%)
of the ten departments, followed by ward committees, steering committees and support organisations, which are
utilised by 40% of the departments (refer to Table 9 on the next page). Only 10% of the departments utilised
client satisfaction surveys and Lekgotla. Although the Free State utilised the most structures (6) to interact with
the public compared to the rest of the departments, the records of poverty reduction projects submitted for
assessment did not contain evidence of this participation.

67 Republic of South Africa. Department of Human Settlements. The National Housing Code. A Simplified Guide to the National Housing
Code. Part A. Introduction to Simplified Guide to the National Housing Code. 2009. p. 41.




Table 9: Systems for public participation

Description EC| FS GP | KZN MP | NC | NW | WC % Departments
. lzimbizo VN NN A 50%
2. Coundillor and Ward ol v VoA 40%
Committees
3. Provincial Steering V V v \/ 40%
Committees
4. Support Organisations \ \ \ \ 40%
5. Public meetings \ \ \ 30%
6. Speakers Forum \ \ \ 30%
7. Workshops \ \ \ 30%
8. Traditional Leadership V \ 20%
9. Client Satisfaction Surveys \ 10%
10. Lekgotla \ 10%
Total | | 6 5 3 3 | 4 4 3

A good example of successful engagement with beneficiaries was found in Gauteng. Public meetings are held in
various stages of a project to ensure that communities are acquainted with all the issues and objectives of the
project. In addition, communities are able to express their needs in respect of housing and social facilities, which
is pivotal to the project planning process. The issues raised at these meetings are also captured in the project
plan, and further discussed at the Project Steering Committee meetings to translate the inputs into overall project
objectives. All projects have steering committees, which discuss the business plans of the projects, including
planning, implementation and progress made. There are various meetings ranging from technical meetings to site
meetings, where beneficiaries are engaged on different issues relating to the projects. The Greater Alexandra
Forum (GAF) was established to represents communities living in Alexandra and surrounding areas. The GAF
provides a platform to build partnerships and cooperation amongst sectors of the community.

Gauteng also ensures that beneficiaries who participate in poverty reduction projects attend beneficiary education
workshops pertaining to the housing programmes. The aim of these workshops is to inform the beneficiaries of
the project and also to solicit their inputs.

Limpopo has a guideline on the development of projects titled the "“Project Management Guidebook for the
Department of Local Government and Housing: Limpopo Province”. Participation of beneficiaries in the design,
management and implementation of housing projects is limited to meetings between the Department, community
members and Municipal Councillors. Participation in the implementation phase of a project depends on whether
such beneficiaries actually live on the building site. Consumer education is offered through Housing Consumer
Education forums and workshops to educate beneficiaries about their responsibilities for looking after their
properties. Beneficiary participation is also hampered by leadership changes within communities.

In the Western Cape municipalities are the developers and are responsible for the participation of potential
beneficiaries in the design and implementation of housing projects. Beneficiaries are allowed to participate in
planning, meetings, formalisation of proposals regarding the servicing of erven, relocation of households, and
entering into agreements with the municipalities regarding the various aspects of upgrading of the proposed
areas and implementation of projects.

2.4.4.2.2 The use of good project management standards

Linked to beneficiary participation and the successful implementation of a project is the need for a project plan
that complies with the basic ingredients of good project management, namely having measurable objectives, clear
time frames, detailed financial projections, and review meetings. This standard, therefore, focuses on whether
objectives, time frames, budget and issues such as HIV/Aids, gender and the environment are addressed in




n
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departmental plans on development projects. The PSC's assumption is that such a sound project plan will assist
management to keep abreast of progress and timeously implement corrective measures.

Of the ten departments, five (50%), namely KwaZulu-Natal, Limpopo, the Northern Cape, the Western Cape
and the National Department of Housing utilise good project management standards. The Northern Cape, for
example, utilises the Housing Subsidy System (HSS) as a project management tool to manage housing projects,
and ensures that acceptable project management standards are maintained and incorporated in site processes.

2.4.4.2.3 Projects are dligned with Integrated Development Plans (IDPs)

Another success factor for implementing poverty reduction projects is that there should be a clear link
between the intended project and the IDP. The IDP is a single inclusive strategic plan for the development of a
municipality that links, integrates and co-ordinates plans and takes into account proposals for the development
of the municipality, aligns resources and capacity of the municipality with the implementation of the plan, and is
compatible with national and provincial development plans. Provincial departments are required to ensure that
housing projects appear in municipal IDPs otherwise these projects cannot be funded from the national housing
programme.®® It was found that eight of the ten departments’ development plans were aligned with Integrated
Development Plans. The Eastern Cape and Mpumalanga projects were found not to be aligned to the IDP
process. This could impact negatively on the sustainability of these projects.

Examples of good co-operation between the provincial department and municipalities were found in Gauteng,
Northern Cape, North West and Western Cape. Guateng initiated the development of Municipal Housing
Development Plans (MHDPs). The objectives of the MHDPs are to:

. Bridge the gap between Municipal and Provincial Planning in providing a joint platform for housing planning,
prioritisation and resource mobilisation.

. Improve and create a credible IDP at local level to reflect National and Provincial policy directives and
strategies.

The MHDPs promote co-operative governance by quantifying housing needs and demands; provide a coherent
framework against which projects are implemented; play a crucial role in the alignment of provincial initiatives
and projects at local level; ensure that the projects are communicated to communities during the IDP’s public
participation processes; and are critical tools in planning for the provision and upgrading of bulk services, and the
allocation of Municipal Infrastructure Grant funding to such projects.

In the Northern Cape municipalities are responsible for ensuring that all housing projects are aligned with their
IDPs. Therefore, the Department only has an overseeing role in this regard. The Department occasionally
experiences such alignment processes as challenging, as IDPs do not always meet the set standards, especially in
respect of qualitative and detailed financial information.

North West works closely with municipalities through ward councillors in terms of identifying projects that
can benefit the communities, whilst Western Cape ensures that as part of the project approval process, the
municipalities must confirm that the projects are reflected in their IDPs and that funding is available.

24.4.24 A system is in place for systematically institutionalise lessons learnt

Six of the ten departments have a system in place to record lessons learned and applying those lessons in future
projects. The following departments serve as examples:

68 Republic of South Africa. Department of Human Settlements. The National Housing Code. A Simplified Guide to the National Housing
Code. Part A. Introduction to Simplified Guide to the National Housing Code. 2009. p. 41.




Gauteng: There is no specific system for identifying lessons learned. However, various areas were
highlighted as areas in which some lessons were learned, including allocation of houses, Backyard Rental,
Urban Renewal Projects, Mixed Income Development in Cosmos City, Eradication of Informal Settlements
and the Hostel Eradication Programme.

The department also compiled a report on “Study on Challenges and Lessons Learned from the Orlando
East Backyard Rental Scheme”. The report captures the history of the Orlando East project. The views of
various stakeholders, for example, councillors, community organisations, the Soweto Crisis Committee,
the South African National Civic Organisation, the Backyard Dwellers Association, beneficiaries, tenants,
and contractors form part of the report, together with findings and recommendations.

KwaZulu-Natal: The department embarked on capacity building that focuses on capacitating all stakeholders
in delivering houses in the province. These stakeholders include municipal and provincial housing officials,
councillors, Amakhosi, emerging developers, social institutions, NGOs and CBOs, material suppliers, and
parliamentary portfolio committee members. The aim was to enhance stakeholders’ knowledge and skills
in housing related issues, which will ultimately lead to effective and efficient housing delivery.

Northern Cape: An M&E system called Impact Assessment Framework s utilised which monitors, evaluates
and assesses all projects undertaken by the department. Meetings and information sharing sessions with
municipalities are also utilised to ensure that lessons learned are cascaded down to municipal level.

North West: Tender documents include requirements that training should be provided to staff. Training
includes technical, generic and management skills imparted to employees with a view to empowering
them with the necessary technical skills to undertake the projects. There is a bi-monthly developers’
forum to share best project management practices and successful initiatives throughout the province. The
lessons proved to be valuable because there is improved reporting, delivery of programmes and cash-flow
projections; and improved National Home Builders Registration Council (NHBRC) enrolments.

2.4.4.2.5 Socio-economic outcomes (success) of the public sector housing programme

The Government has set development objectives for the public sector housing programme beyond the mere
provision of a house. Of the more than 2 000 housing projects, the departments submitted 57 projects for
assessment by the PSC with regard to the achievement of such developmental objectives. Only the Eastern
Cape, Gauteng, Northern Cape and the Western Cape submitted projects with socio-economic outcomes such
as job creation, and skills development. The following serve as examples:

The Eastern Cape employed two women contractors in the housing consumer education project, whilst
at least 100 youths were trained in various building skills, and 79 unemployed graduates were given jobs.
Disabled people were included in the training of emerging contracts, whilst fifteen emerging contractors
registered atthe Nelson Mandela Metropolitan University fora short construction and financial management
learning programme.

. Gauteng drafted a booklet on “Making Gauteng a better place for women — profiles of 10 women
contractors (Women Booklet). The Women Booklet is about empowering women in the construction
sector. Women in the housing and construction sector participated meaningfully in low cost housing
projects. Scrutiny of a Report on the Economic Empowerment of Women, Youth and People with
Disabilities in the Housing Sector (the Report) revealed that:

- R200 million was ring-fenced to empower |0 women in construction.
- During the financial year 2008/09, the value of contracts awarded to women was R655 426 099.
Those awarded to youth amounted to RI10 588 073 and persons living with disabilities, RI84 203.




The programme has had different outcomes for beneficiaries in terms of security, financial value and access to
employment and educational opportunities. The state subsidy housing programme’s outputs saw high density
developments on the outskirts, devaluing the benefits of one of the most expensive investments in households
by the state.®’

Table 10 below shows that the property values of both the old township stock and the RDP houses have
increased substantially between 2003 and 2008. However, the increases in value differ significantly between

areas.

Table 10: The value of public sector subsidy housing stock™

Housing stock 2003 2004 2005 2006 2007 2008 % change
Kathlehong Phooko (Old Township | @ | R52,425| R28,891| R65000| R59,538| RI140,000| R98,333 13%
Stock) &

Lamoville (Old Township Stock) go R9O1,351| R91,810| RI16286| RI35295| RI77,130| R98,629 24%
Tsakane (RDP) § R15988| R26301 | R38484, R91,237| RI35310, RI50,699 57%
Ntuzuma (Informal Settlement) < | R38,297| R56,732| R52,889| R68955| R77,723| RI53246 28%
Westrich (RDP) R24,337| R29,540| R57,712| R87,041| RI35607| RI138457 429%

Other important developmental objectives were the number of jobs created through the programme and the
number of female headed households benefiting from the programme.

Jobs created through the housing programme
Another expected key outcome was the number of jobs that would be created through the public sector housing

programme. Figure 10 below shows that an average of 35 127 jobs were created over the past ten years
stretching from 1999 to 2009.

Figure 10: Number of jobs created from 1999 to 2009
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However, there is not sufficient information on the nature of the jobs created (whether they were permanent,
semi-permanent or casual employment opportunities).”

69 Hoek-Smith, Marja C. and Douglas B. Diamond. The Design and Implementation of Subsidies for Housing Finance. Prepared for the World
Bank Seminar on Housing Finance. March 10-13, 2003.

70 Affordable Land and Housing Data Centre. Newsletter. Issue [. October 2009.

71 Ibid.




Female-headed household beneficiaries compared to male beneficiaries

Female-headed households' ownership of the public sector housing’? has increased dramatically
(refer to Figure 11 below).

Figure I1: Number of beneficiaries of female-headed households compared to male-headed
households per province
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According to the above figures, except for Limpopo and KwaZulu-Natal, an almost equal amount of households
are headed by women as by men.

2.4.4.3 Conclusion

Although departments sometimes have a narrow interpretation of what development orientation means, it
was encouraging to find that seven of the ten departments could show beneficiary participation in the design
of the projects. Generally project plans were of an acceptable project management standard, whilst IDPs were
considered by eight of the ten departments. Gauteng, for example, initiated the development of Municipal
Housing Development Plans (MHDPs) to bridge the gap between municipal and provincial planning and to
improve and create a credible IDP at local level to reflect national and provincial policy directives and strategies.
Six of the ten provincial departments have a system in place to record lessons learned and applying those lessons
in future projects. The public sector housing programme has had different outcomes for beneficiaries in terms
of security, financial value and access to employment and educational opportunities. For example, an average of
35 127 jobs were created over the past ten years stretching from 1999 to 2009. There are now almost as many
female-headed households (54%) across the country as male-headed households (46%).

In the interest of a developmental State, all departments in some way should contribute to transformation and
development.

72 Republic of South Africa. National Department of Human Settlements. Statistics. Chief Directorate Monitoring and Evaluation. 2009.
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2.4.5 QOverview of performance against principle 4 - impartiality and fairness

This Constitutional principle states that services should be provided impartially, fairly, equitably and without bias.
Government has addressed this need for fairness in service delivery in a number of ways. One such initiative
was the promulgation of the Promotion of Administrative Justice Act, 2000 (PAJA), Act 3 of 2000. The PAJA
promotes procedurally fair administrative actions, and gives people the right to request reasons for administrative
actions.

The following three standards are applied to establish whether departments do in fact provide impartial, fair,
and equitable services:

Principle 4:
Standards
| |
I. Duly authorised 2. Decisions are just and 3. Communicating
decisions. fair administrative decisions.

Adherence to these three standards is important since a department can expose itself in terms of Section 6
of PAJA to proceedings in a court or tribunal for judicial review, which can be instituted by any person who is
convinced that his/her rights were negatively affected by a department’s administrative action(s).

2.4.5.1 Departments’ performance against all the standards for impartiality and fairness
The average performance was “poor’” (31%) — refer to Figure 12 below. The reason for this poor performance

was that only three of the ten departments' performance could be assessed, namely, Northern Cape, Western
Cape and Gauteng.

Figure 12: Departments’ performance against principle 4
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Seven departments’ performance against this principle could not be assessed, because two, namely Eastern
Cape and Free State submitted insufficient information to make a fair judgement against the standards applying
to this principle, whilst KwaZulu-Natal, Limpopo, Mpumalanga and North West failed to submit the necessary
information despite numerous requests do so. The national department argued that the PAJA is not applicable
to them.

2.4.5.2 Each department’s compliance per standard

The individual departments’ compliance against each standard highlighted above is summarised in Table 11
below.

Table II: Each department’s compliance per standard
Duly authorised

,. . Communication administrative decisions
decisions in terms of

Decisions : Requests for
Prior » 100% of
Province o are just . Opportunities _. reasons for
legislation/ Delega- notice to . decisions .
. . and fair .. |are given to make decisions
policy tions action is . are clearly
) representations ) are properly
given communicated
answered
EC Insufficient information submitted for assessment
FS Insufficient information submitted for assessment
GP \ ‘ V ‘ N . Noinfo | No info ‘ No info ‘ V
KZN No information submitted for assessment
LP Insufficient information submitted for assessment
MP Insufficient information submitted for assessment
NC V[ N [ N | N ] N R
NW Insufficient information submitted for assessment
WC Vo[ 4 T N | N N I
NDoHS Not applicable
% Dep. 30% 30% 30% 20% 20% 20% 30%
complied
% Dep. not 60% 60% 60% 50% 50% 60% 50%
complied
% No 0% 0% 0% 20% 20% 20% 10%
information
% Not 0% 0% 0% 0% 10% 10% 0%
applicable

Legend: \ = met the standard: X = did not meet the standard.
2.4.5.2.1 Decisions taken in terms of legislation/policy and delegations

It is important for any organisation to ensure that decisions are taken in line with its policy and by officials who
are authorised to do so. This will safeguard the organisation against litigation when the legitimacy of a decisions/
action is questioned. This is even more so in the Public Service where almost every decision has to be taken in
terms of a specific policy/guideline and by duly authorised officials. The PAJA refers to this as an “empowering
provision” and defines it as " . . a law, a rule of common law, customary law, or agreement, instrument or other
document in terms of which an administrative action was purportedly taken.” It was found that the decisions
of 30% of the departments were duly authorised in terms of legislation, and ensured that their decisions are
taken by duly authorised officials. This implies that the majority of the departments in their submissions for
the approval of decisions or in their notification letters of the decisions do not quote the relevant legislation/
policy/delegation in terms of which such decisions are taken. Therefore, the legitimacy of these decisions can be
questioned.




2.4.5.2.2 Decisions are just and fair

Any decision affecting any person or the public must adhere to the just and fair procedures prescribed in Sections
3 and 4 of PAJA.”?> The assessment showed that only 30% of the departments complied with this requirement of
PAJA. When it comes to communicating administrative decisions, compliance by departments varied between
10% and 30%. This means that the content of the documentation submitted for assessment indicated that not
all decisions were taken in terms of the requirements in Sections 3 and 4 of PAJA.

2.4.5.2.3 Procedural fairness in the allocation of housing subsidies

The National Department developed guidelines for the allocation of housing opportunities created through the
national housing subsidy scheme. The objective of the guideline is to facilitate the fair, equitable, transparent and
inclusive allocation of houses to beneficiaries.”

The necessary delegations for approval of applications and funding are also provided in Section 7 of the Housing
Act, 1997. This section places the authority regarding the approval of project application and the funding and
individual housing subsidy applications with the Member of the Executive Council (MEC) responsible for Housing
in a Provincial Government. The MECs may delegate authority to approve subsidy applications to officials in
the Provincial Housing Departments. Provincial Housing Departments, in turn, delegate these functions to
municipalities.”®

The allocation of housing subsidies is influenced by the type of housing development — see Table 12 below.”

Table 12: Allocation of housing subsidies

Subsidy Means of allocation

Individual Housing Subsidies-Credit and Non- “first come-first serve.”
Credit Linked and the Financed Linked Housing
Subsidy Programme (FLISP).

Consolidation Subsidies. Allocated to existing registered owners of serviced stands.

Social Housing Programme, the Community Rental housing projects are undertaken and administered by housing
Residential Unit Programme and Institutional institutions, which are also responsible for the allocation of housing units,
Housing Subsidies. including the targeting of tenants.

Peoples Housing Process. PHP projects are initiated by beneficiaries. The beneficiaries are

therefore known upfront and need not be identified from any housing

needs registry.
Upgrading of informal settlements. Serviced stands are provided to the inhabitants of such informal settlements

during the first phase of the development. All the housing needs are
recorded at project initiation stage and the project is designed for the

specific needs of individuals in these areas.

A qualifying beneficiary’s chance of benefiting from the public sector housing subsidy programme is dependent
on the order in which his/her application is captured on the housing registry database, once their application has

73 Sections 3 and 4 of PAJA describe a just and fair procedure inter alia as giving a person adequate notice of the nature and purpose of an
proposed administrative action, giving a reasonable opportunity to make representations, giving the right of review and request reasons,
and holding a public inquiry/hearing when an administrative action affect the public.

74 Republic of South Africa. National Department of Housing. Strategy for the Allocation of Housing Opportunities in the N2 Gateway

Project in Cape Town.

75 Ibid.

76 Republic of South Africa. National Department of Human Settlements. Interview with Chief Directorate Monitoring and Evaluation
November 2009.




been approved. But it is also heavily dependent on whether a project (and the size of a project) is undertaken
in the beneficiary's area.”’

The allocation is based on a “first come first serve” basis meaning that people longest on the waiting list (having
been put on the list first) should be given priority’® - obtaining an application form and time of submission is key
to becoming a homeowner — irrespective of the actual need of an applicant in relation to other beneficiaries. For
example, the R3 500 cut off assumes a level of uniformity among potential beneficiaries of the housing subsidy
grant. Since not all households who qualify for subsidies are likely to receive the subsidy, with some having been
on the waiting list for 20 years or more, a fairer measure than the “first come first serve” approach should be
considered. The special categories catering for those considered most vulnerable (aged, people with disabilities
and women-headed households) is one such initiative. However, the poverty measure, in and by itself, does not
consider dependency ratio (size of household), length of time on the waiting list etcetera.

This leads to high levels of dissatisfaction with the allocation process considered to be unfair. This is attested to
the fact that the housing programme and fairness in the allocation of houses were in several instances the reason
for service delivery protests. This is mainly due to the fact that in many areas waiting lists are not available, while
others spend years on the lists without being allocated a house. The prioritisation of housing development
projects located close to economic opportunities and transport facilities exacerbate the problem.

To fast track housing delivery the National Department developed an Integrated National Housing Needs
Register to estimate the demand for housing, and it has de-linked the construction phase from beneficiary
identification.”” This means that houses are not built for specific beneficiaries but built and then allocated to
beneficiaries according to the waiting list.

24.5.3 Conclusion

The overall performance of the departments against this principle was poor. Seven of the departments’
performance could not be assessed and in only 33% of the cases sampled were the decisions considered to be
just and fair. This neglect of the departments to adhere to the requirements of PAJA is reflected in many reports
of dissatisfaction with the allocation process.

2.4.6 QOverview of performance against principle 5 - public participation in policy-making
This Constitutional principle states that “people’s needs must be responded to and the public must be encouraged
to participate in policy making” It is a participative, consensus model of policy-making, which also takes into

cognizance the fact that public participation is more likely to produce solutions that are sustainable.

The following three standards are applied to establish whether departments do in fact promote public participation
in policy-making:

Principle 5:
Standards
|
[ I I
[. A policy/guideline is in 2. A system for 3. Inputs are responded
place. participation is in place. to and used.

77 Republic of South Africa. National Department of Human Settlements. Interview with Chief Directorate Monitoring and Evaluation
November 2009.

78 Ibid.

79 Republic of South Africa. National Department of Housing. Annual Report 2007/08.




The Constitution provides for involvement of citizens in all aspects of public administration, including the
conceptualisation, design, implementation and monitoring and evaluation of projects. Meaningful public
participation gives people a voice and a choice in development and governance.

2.4.6.1 Departments’ performance against all the standards for principle 5

The average performance was “adequate” (47%) — refer to Figure 13 below.

Figure 13: Departments’ performance against principle 5
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Western Cape (100%) performed excellent against this principle followed by the National Department (80%)
and KwaZulu-Natal (80%) both with good performance. The remaining seven departments’ performance varied
between no performance (Limpopo with 0%) and adequate performance (Gauteng with 60%).

2.4.6.2 Each department’'s compliance per standard

The individual department’s compliance against each standard highlighted above is summarised in Table 13

below.

Table 13: Departments’ compliance per standard
A policy/guideline on public

Province

A system for public

Inputs are responded

participation is in place participation is in place to and used
EC X v X
FS X V X
GP X v X
KZN X v v
LP X X X
MP X v X
NC v X X
NW v X X
WC V V v
NDoHS v v v
% Departments complied 40% 70% 30%
% Departments not complied 60% 30% 70%

Legend: Y = met the standard: X = did not meet the standard.




The analysis (Table 13 above) suggests that departments have very little public participation, since 60% of
the departments do not have a policy on public participation, 30% do not have a system for soliciting public
contributions, and 70% could not provide evidence that inputs from the public are formally responded to or
utilised in their policy-making process.

The departments (except for KwaZulu-Natal and the Western Cape) were neither able to demonstrate the
extent to which public contributions are considered in policy-making, nor were they able to show actual examples
of records emanating from the various platforms. Furthermore, the recent decision by the National Department
to de-link the identification of beneficiaries from the construction process is likely to decrease public participation
in the implementation of housing projects.®

Box 2: Public participation at local government level®
A 2007 study undertaken into public participation at local government level by the Foundation for Contemporary

Research on behalf of the Department of Housing and Local Government found the following:

0 80% of respondents had no knowledge of the IDP

0 More than 80% of citizens felt that their needs were not reflected in their municipal IDPs.

. 78% had no knowledge of their municipal budget.

0 74% of respondents stated that their local councillor has never met with them on any issue related to the
IDP or municipal budget. (FCR, Report on Survey Conducted by the Provincial Government of the Western

Cape on Public Participation in Municipalities' IDPs and Municipal Budgeting Processes—]June 2007).

The subsidy type could be used to infer the level of public participation enjoyed by participants in the housing
programme. Project-linked subsidies make up 76% of all projects since the inception of the housing subsidy
scheme.®  This type of development offers the least opportunity for public participation in the housing
construction phase since the selection of beneficiaries are de-linked from the construction phase (beneficiaries
do not participate in the design or layout of their homes as in the case of the Peoples Housing Process (PHP)
where beneficiaries are consulted on every aspect of the project) — refer to Table 14 below.®

Table 14: Subsidy type and % participation by the public®*

Subsidy Type KZN LP NW WC Average
9/3

Consolidation 3% % % Z% % 2%

Financial Linked Individual 0% O% 0% O% 0% 0% 0% 0% O% O%
Individual 12% 7% [ 1% 2% 3% 1% | 3% 4% 6% 8%
Institutional 1% 0% 2% 6% 0% 0% 0% 0% 5% 2%
Project Linked 75%| 88% 77%| 64% 89% 83% 84% 81% 43% 76%
Rural 9% 1% 0%| 21% 7% 1% 2% 13% 38% 0%
Discount Benefit Scheme 0% 0% | % 0% 0% 0% 0% 0% 0% 0%
Hostel Redevelopment O% O% O% O% O% 0% O% O% O% O%
PHP 1%

Total IOOA IOO% IOO% IOO% IOO% 100% IOO% IOO% IOO% IOO%

80 Republic of South Africa. National Department of Housing. Annual Report 2007/08.

81 Foundation for Contemporary Research. Survey Conducted by the Provincial Government of the Western Cape on Public Participation in
Municipalities” IDPs and Municipal Budgeting Processes. June 2007.

82 Republic of South Africa. National Department of Housing. Annual Report 2007/08.

83 Republic of South Africa. National Department of Human Settlements. Interview with Chief Directorate Monitoring and Evaluation
November 2009.

84 Ibid.




[9%)
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24.6.3 Conclusion

A clear pattern is discernable from the performance of departments against this principle. Departments do not
have guidelines for public participation in place, although some system may be in place to obtain public inputs.
However, only 30% of departments could provide evidence that inputs from the public are utilised. This confirms
the observation regarding fair administrative procedure that by putting basic systems in place departments can
make a big difference with regard to the adherence to an important value.

2.4.7 Overview of performance against principle 6 - accountability

This Constitutional principle emphasised that “public administration must be accountable™. = Accountability
involves an obligation on the part of public officials to account for their performance against deliverables and
how public obligations have been fulfilled. Accountability further means that public officials agree to be held
up to public scrutiny so that decisions and processes can be evaluated and assessed. [t is thus the responsibility
of those charged with the governance of a department to ensure, through the oversight of management, that
appropriate controls are in place, including those for monitoring risk, financial control and compliance with
the PFMA. Management has the responsibility to establish a control environment, maintaining policies and
procedures, implementing them and ensuring the continued operation of accounting and internal control systems.
Such systems reduce but do not eliminate the risk of irregular transactions. Accordingly, management assumes
responsibility for any remaining risk.®> This principle, together with that of transparency, also enables citizens to
exercise their democratic right to keep the institution of the Public Service to the highest ethical standards.®

The following five standards are applied to establish whether departments do in fact promote accountability:

Principle 6: Standards
| | | |

[ Internal financial 2. A performance 3. Risk assessment. 4. Fraud 5. Implementation of
controls is in management prevention FPPs and capacity
place. system is in plan (FPP). to investigate fraud.

operation.

85 Republic of South Africa. Auditor-General. Report on the findings identified during an investigation of the approval and allocation of
housing subsidies at the Northern Cape Department of Housing and Local Government. February 2006. p. .

86 Republic of South Africa. Public Service Commission. 6th Consolidated Public Service Monitoring and Evaluation Report. Research Cycle
2008/09.




24.7.] Departments’ performance against all the standards for principle 6

The average performance was “good” (75%) — refer to Figure 14 below.

Figure 14: Departments’ performance against principle 6
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Five Departments, namely KwaZulu-Natal (100%), Gauteng (95%), Western Cape (95%), the National
Department (90%), and Northern Cape (90%) performed excellently against this principle, followed by Limpopo
(75%) and the Eastern Cape (65%) with good performance. The remaining three departments’ performance
varied between adequate performance (Free State and Mpumalanga, both with 50%) and poor performance
(North West with 35%).

2.4.7.2 Each department’s compliance per standard

The individual departments’ compliance against each standard highlighted above is discussed in more detail
below.

24.7.2.1 Internal Control Measures

Section 38 (1) (@) (i) of the PFMA inter alia requires that accounting officers must maintain internal controls, which
is linked to Section 39 (1) (b) and (2) (a), which require the prevention of unauthorised and over-expenditure
by putting effective and appropriate steps in place. Adherence to these requirements means that departments
must ensure that internal financial control measures are implemented with regard to all financial transactions.®’

The annual financial statements are the most important record of the financial status of a department. Six of
the ten departments, namely the National Department, Free State, Gauteng, KwaZulu-Natal, Northern Cape,
and Western Cape received unqualified audits. Three departments either received a qualified audit
opinion (Limpopo and Mpumalanga) or a disclaimer (North West) from the A-G in 2007/08 financial year.
This shows basic failure in governance and administration.’®® The findings are despite several internal financial
control measures (audit committees, early warning systems, monthly monitoring and reporting to the National
Department and National Treasury), and raise a concern about the effectiveness of these costly and time
consuming measures that have been put in place to manage expenditure. The seriousness of inadequate internal
financial control measures of five individual departments is reflected in Table 15 on the next page:

87 Republic of South Africa. National Treasury. The Public Finance Management Act, 1999 (Act | of 1999) as amended. Government Printer.
1999.
88 Centre for Development and Enterprise. South Africa’s Public Service. Learning from Success. November 2009. Number |3, Page 3.




Table I5: Findings on individual departments’ internal financial control measures

Department Findings on inter financial control measures

NDoHS Questions on internal control measures in respect of housing could not be answered due to the

unavailability of relevant information and managers. This problem was also experienced by the A-G in his
preparation of the 2007/08 Audit Report.
FS The Free State utilises the Housing Subsidy Scheme’s internal financial control measures with regard to

all housing projects. However, the extent to which the department is successfully utilising these financial
controls is questionable considering that the department, since the first evaluation in 2005/06, still does
not manage to spend the money allocated for housing efficiently and effectively. This is been confirmed
by the under-spending of RI12.9 million in 2005/06 and again an under-spending of RI10.1 million in 07/08
on housing. The under-spending in 2008/09 on housing was R4 349 million.

KZN There are not any specific internal control measures in respect of housing projects. As a result, the A-G

indicated that there is a forensic investigation on the alleged misallocation of housing to beneficiaries,
the sale of some of the houses and the construction of poor housing in the Hlomendlini Project in the

Mandeni Municipality area.
LP Did not respond to the PSC’s questions on internal control measures in respect of housing projects.
NW The A-G stated that the department has an inefficient internal control system. As a result the A-G

was unable to obtain sufficient, appropriate audit evidence for expenditure of R 785 516 336 regarding

housing projects included in transfers and subsidies disclosed in the Statement of Financial Performance.
The A-G further found that out of the total committed housing projects of R 8 136 645 900 approved
by the end of the 2007/08 financial year, there were still committed funds of R 3 808 386 627 not yet
spent. From the list of housing projects kept by the department, it was noted that 51% of the project
funds approved prior to 2004 have not yet been spent during the 2007/08 financial year. The A-G stated
that this is an indication of the lack of service delivery regarding housing projects in the province. The
amount of R4 328 259 273 paid over to municipalities regarding these projects, has also not been properly
accounted for in terms of section 10 (4) (f) of the Housing Act, which requires that municipalities submit
annual financial statements to the department. The department also did not ensure that municipalities
submit progress reports for all progress payments received on a monthly basis as required by sections 12
(1) @ and 12 (1) (b) of the Division of Revenue Act.

Some good practices amongst these departments are highlighted in Box 3 below.

Box 3: Good internal financial control practices in respect of housing projects
Gauteng

*  In order to ensure that quality houses are delivered, inspections of the houses built is conducted by the
National Home Builders Registration Council (NHBRC), municipalities, and engineers. |f the houses built
comply with industry standards, a certificate is issued.

»  Payment of services rendered in respect of the houses built is authorised only after the Department's Quality
Assurance Unit has certified that the work done was satisfactory.

* A Customer Care Centre ensures that beneficiaries’ complaints are resolved timeously.

*  Committees were established to engage the department on the allocation of houses and deal with any
challenges encountered.

. Capital projects are evaluated by the Housing Advisory Committee and approved by the Member of the
Executive Council, whilst project claims are first checked by professional resource teams and regional
managers before submission to the Head Office for payment.

. Capital projects, budget and a commitment register of all claims processed are maintained in the Housing
Subsidy System (HSS).

*  Approval of payments is done in accordance with the Financial Delegations approved by the Head of
Department.




Gauteng (continued

. Expenditure on housing projects are maintained and reported separately in the Basic Accounting System
(BAS).

*  Weekly expenditure reports and non-financial information are submitted to the Department’s Executive
Management, whilst monthly reports are submitted to the National Department, and quarterly reports to
National Treasury, the Departmental Audit Committee and the Provincial Legislature.

Northern Cape

Project and house plans are evaluated to ensure that the required standards are met. Inspections take place
at regular intervals during project execution. After completion, all houses are inspected and repaired where
necessary before the contractor is allowed to leave the site and ‘happy letters’ are signed. Special attention is
paid to houses with cracks and roofing problems. All new projects are furthermore registered with the NHBRC
warranty scheme. Once handed over, maintenance becomes the responsibility of the beneficiaries. A process of
consumer education has started throughout the Province to educate beneficiaries on these responsibilities. The
contractor and structural engineer, who designed and checked all foundations, will, however, be held responsible
for structural and roofing problems on houses for the period prescribed in the National Housing Code (NHC).
Houses enrolled with the NHBRC are covered by their warranty scheme.

However, random inspections of houses carried out by the A-G completed during the year under review revealed
that a significant number of houses did not meet the norms and standards set in the NHC. Title deed searches
were in the case of several individual subsidy applications also not performed as required by the NHC. Steps
to rectify and address the aforementioned challenges were found to be wanting as no evidence was provided of
actions against service providers to remedy the identified shortcomings.

There is also a dedicated section in the Finance Directorate responsible for housing projects as well as provision
in BAS to ensure adequate internal financial control of housing projects. The mentioned operational provisions
were recently revisited and control measures tightened following the mentioned audit results.

North West

A quality control system exists, which is being managed by a programme management unit comprising of the
requisite technical skills to monitor housing projects. Inspections are also conducted by municipal, departmental
and NHBRC inspectors. Completion certificates must be certified by professional engineers. Beneficiaries are
required to sign happy letters before occupation of houses.

Western Cape

A Works Inspectorate makes regular site visits and inspects the houses to ensure that the work complies with
norms and standards. In addition, the projects are enrolled with the NHBRC, and their inspectors do regular site
inspections and take the necessary action, if required, against the Home Builder.




2.4.7.2.2 Monitoring and Evaluation Systems

Having such a system will not only enable departments to improve the accuracy and reliability of performance
information for reporting purposes, but also to timeously institute corrective measures. Seven of the ten
departments do have a performance management system in place, whilst the Eastern Cape, KwaZulu-Natal and
North West did not comply.

The majority of departments utilise the National Department’s guideline “Housing Subsidy System (HSS)”
as monitoring tool since it provides specific guidance on the monitoring and evaluation of housing projects.
However, some departments such as KwaZulu-Natal and Northern Cape experienced some problems with the
application of the HSS. For example, KwaZulu Natal experienced challenges with the utilisation of the HSS as a
housing project management tool. The National Department is currently assisting in addressing the challenges in
terms of capacitating the officials of the provincial department on the functionality of the system. The Northern
Cape is of the opinion that the HSS is highly bureaucratic (comprising extensive procedures, processes and
measures not necessarily contributing to the efficiency and effectiveness of the system), and requires specific
knowledge to utilise the system. The Department is currently working with the National Department to simplify
the system and to make it more user-friendly.

Some good practices in terms of performance management systems amongst these departments are highlighted
in Box 4 below.

Box 4: Monitoring and Evaluation Systems
NDoHS

The following interventions to enhance data collection, management information, M&E and performance
management have been introduced:

e Monitoring of housing subsidy and expenditure data through a strategy that aims to improve data input and
interpretation.

* A comprehensive housing sector monitoring, information and reporting system, based on key performance
indicators, has been developed.

* A monitoring, evaluation and impact assessment policy has been developed. The policy sets the basis for
the development and implementation of the system within the department. The purpose of the policy is to
outline the broad activities to be carried out in relation to the development and implementation of an M&E
system and to outline the administrative arrangements to support the implementation of such a system.

Gauteng

A monitoring and evaluation unit, consisting of three sub-directorates, has been established with the following
functions:

*  The Sub-directorate: Departmental Performance Monitoring, monitors departmental performance by
comparing what the units have planned for delivery to actual delivery, identifying constraints and coming up
with recommendations. The sub-directorate is also responsible for the compilation of the AR.

*  TheSub-directorate: Project Level Monitoring, monitors projects implemented by the Department. The sub-
unit gathers information by liaising with project managers in the regions and in municipalities; and conducts
site visits.

*  TheSub-directorate: Evaluation and Impact Assessment is responsible for evaluating programme performance
and conducting impact assessments. The sub-unit is also responsible for the development of the M&E system
of the Department.




Northern Cape

Two different systems are utilised for monitoring and evaluation. The one system, Impact Assessment Framework,
monitors the impact of projects, and the other system, Framework for Monthly Reporting’ (FMR) monitors
the progress with all departmental programmes. The aim of the FMR is to measure the performance of the
Department in realising its strategic objectives. It includes an early warning system for the identification of

potential challenges as well as possible strategies to address weaknesses.

24.7.2.3 A risk assessment has been done

Section 38 (1) () (i) of the PFMA requires an “effective, efficient and transparent system of . .. risk management.”
A thorough risk assessment will ensure that departments can devise proper internal control measures and that
their fraud prevention plans are focused on the correct risk areas.

The North West, which also received a disclaimer from the A-G for the 2007/08 financial year, did not identify
or specifically address any risk factors related to housing projects in their risk assessment framework and/or fraud
prevention plans.

The National Department, Gauteng, KwaZulu-Natal and Northern Cape identified the following common risks
in respect of housing projects, whilst counter measures and preventative actions for all of the potential risks were
identified and officials were tasked with responsibilities for each of the risks — refer to Table 16 below:

Table 16: Common risks in respect of housing projects and preventative actions

Risks in respect of housing projects Counter measures and preventative actions

I Fraud, corruption, mismanagement & misappropriation
(housing grant), which results in the granting of subsidies
to non-qualifying beneficiaries, & transfer payments made
to municipalities not being utilised for their intended
purpose.

Implementation of internal controls as per fraud prevention
strategy. Tracking monthly expenditure and delivery targets
against business plans.

2 Ineffective/poor IT infrastructure and processes causing
unnecessary delays, resulting in non-achievement of
objectives.

of the Information and

Communication Strategy.

Implementation Technology

3 Cost increase and availability of building material.

Intervene in the industry to regulate supply & pricing. Service
Level Agreements with material suppliers to control escalation
of costs. Install an alternative building technology programme
to manage escalating costs.

4 Lack of and access to suitable & well located land for
housing development/Failure by municipalities to make
appropriate land available for housing development
before disposing it to the private sector/Limited land for
housing development — densification. Excessive demand
placed on projects by environmental impact assessments

affecting affordability and quantity of delivery.

Sustained consultation through task team. Engage with
municipalities to release more land to meet 2014 targets.
Approach Provincial Treasury to assist with funding in order to
acquire well located land. Identify pockets of land & examine
ways of shortening the planning cycle from 18 months to 9

months.

2.4.7.2.4 The existence of a fraud prevention plan

A Fraud Prevention Plan (FPP), based on a department’s risk assessment, provides the strategies for a department
to curb and deal with fraud, should it occur. Though 80% of departments surveyed reported the existence of
a FPP, only 48% of the strategies of the plans were implemented. The Eastern Cape, Limpopo, Mpumalanga




implemented their FPP in full, while the Northern Cape and Western Cape implemented between 80%-99%
of their FPP strategies. Of concern though is that the FPPs of the Free State, KwaZulu-Natal, Mpumalanga,
Northern Cape, and North West did not mention or devise specific strategies for housing projects.

a) The adequacy of departments’ fraud prevention plan

The adequacy of departments’ fraud prevention plans were assessed against a set of 13 standards for a good
FPP — refer to Table 17 below.

Table 17: Departments’ compliance with the requirements for a good FPP

Standards EC | FS | GP [KZN| LP | MP | NC | NW | WC | NDoHS | Total
I. A comprehensive implementation
plan and responsibility structure \/ \/ \ \/ \/ \/ \/ \/ \/ V 100%

must be implemented.

Fraud prevention strategies must
be based on a thorough risk \ X \ \ \ X \ \ \ \ 90%
assessment.
Fraud database should be in place. V X V X V N X X N X 50%
All employees have a responsibility
towards to contribute towards \/ \/ V V \/ V V V \/ V 100%
eliminating fraud.

Service users, suppliers & the
broader community should be , % N N N N N % N N N 80%
made aware of the department’s
stance on fraud, corruption.

6. It should be clear to everybody to

N

w

B

U

whom and how fraud should be \/ V \/ V \/ V V V \ V 100%
reported.
7. A clear policy on protected N > N N N % N N N N 80%

disclosure must be in place.

8. Accounting officers should be clear

that there is no discretion in the

reporting of fraud to either the X \ \ V \ V X V v \/ 80%
police or other independent anti-

corruption agencies.

Provision must be made for

the investigation of fraud once \ V \/ V \ V \/ V V \/ 100%
reported.

10. All instances of suspected fraud
cases must be promptly examined
to establish whether a basis exists
for further investigation.

. Fraud cases must be investigated
without interference from X l X \/ V \/ \ \/ \/ \/ 80%
management.

| 2. Investigation must be undertaken by

skilled officers. v v v v v v v v v
| 3. The expected standards of

conduct must be clear. The Code

of Conduct for the Public Service v v v v v v v v v v

must be applied.

N0

X | AN A NN AN X NN N 8%

X 90%

100%

% Compliance | 69% | 77% | 92%| 92%| 100% 85%| 69% 92%| 100% 85%| 86%
Legend: V = met the standard: X = did not meet the standard.




The housing sector's FPPs complied with 86% of the requirements for a good FPP. The Western Cape and
Limpopo both obtained full marks for their FPP. The FPP of both the Eastern Cape and Northern Cape
complied 69% with the requirements, which is the lowest compliance rate among the ten departments. A mere
50% of departments mention a fraud database in their plans, while 20% of the FPPs do not provide for awareness
campaigns aimed at the public and service providers on the departments’ stance on fraud prevention, the
reporting of fraud to either the police or other independent anti-corruption agencies, the prompt investigation of
alleged fraud to establish whether a basis exists for further investigation, and the investigation off all alleged fraud
without interference from management. The omission of these requirements mainly occurred in the Eastern
Cape and Northern Cape.

b) Implementation of fraud prevention strategies

Eight of the ten departments have indicated that they have sufficient and competent officials on the establishment
to investigate fraud cases should they occur.

However, the data shows little correlation between the implementation of the FPP and opinions expressed by
the A-G. Departments which have a high compliance rate against the level of implementation obtained qualified
opinions or disclaimers from the A-G, as can be seen from Table 18 below.

Table 18: Relationship between the audited opinion, risk assessment and implementation of
Fraud Prevention Strategies

Fraud Prevention

e : Strategies are based Sufficient capacity to At least 50% of the
Department | Audit opinion | Exists of ] : ; .

lan on a thorough risk investigate fraud cases strategies were

- assessment. implemented.
EC Unqualified Yes Yes Yes Yes
FS Unqualified No Yes No No
GP Unqualified Yes Yes Yes Yes
KZN Unqualified Yes No Yes Yes
LP Qualified Yes Yes No Yes
MP Qualified No No Yes Yes
NC Unqualified Yes Yes Yes Yes
NW Disclaimer Yes Yes Yes No
WC Unqualified Yes Yes Yes Yes
NDoHS Ungqualified Yes Yes Yes Yes

Own calculation
24.7.3 Conclusion

The Departments’ compliance against this principle is good (75%). The areas where compliance are still lacking
are internal financial controls, which resulted in qualified audit opinions and disclaimers from the A-G, and
sufficient staff to implement their FPPs. Although the departments generally complied with the requirements set
fora good FPP, it is of concern that the FPPs of the Free State, KwaZulu-Natal, Mpumalanga, Northern Cape, and
North West did not mention or devise specific strategies for housing projects, which one would expect given
the risks that housing projects are exposed to.

2.4.8 Overview of performance against principle 7 - transparency
Departments’ annual reports (ARs) are one of the key documents that enhance transparency, and holding

government accountable for its use of state resources. A key requirement for annual reporting is that departments
should report on their actual achievements against predetermined objectives as stated in their SPs and in the




ENE.®? Another aspect tested under this principle is accessibility to information held by departments as required
by the Promotion of Access to Information Act (PAIA).”

The following standards are applied to establish whether departments do in fact promote transparency:

Principle 7: Standards

| |. Departmental AR | |2. Access to Information |
[ | | |
[.I Presentation |.2 Content [.3 Reportingon | |2.1 Appointment | |2.] Availability 2.3 Availability of
of annual of annual performance. of deputy of a manual a system for
report. report. information on access to managing requests
officers. information. for access to
information.

2.4.8.1 Performance against all the standards for principle /7

The average performance was “good” (68%) — refer to Figure 15 below.

Figure 15: Departments’ performance against principle 7
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The worst performer against this standard was North West with a rating of 10% (no compliance), followed by
adequate performance for KwaZulu-Natal (50%), Mpumalanga (50%), Eastern Cape (60%), and Gauteng (60%).
At the other end of the transparency spectrum were the National Department (100%), the Western Cape
(100%) and Limpopo (90%), which suggests excellent performance. The performance of Free State (80%) and
Northern Cape (80%) was good.

89 Republic of South Africa. National Treasury. Public Finance Management Act, 1999(Act | of 1999 as amended). Formeset Printers. Cape

Town.
90 Republic of South Africa. Department of Justice and Constitutional Development. Promotion of Access to Information Act, 2000. (Act 2 of

2000).



2.4.8.2 Each department's compliance per standard

The individual department’s compliance against each standard highlighted above is summarised in Table 19
below.

Table 19: Departments’ compliance per standard

Annual Report Access to information
Content
: Manual on System to
Department Presentation COVers at Programme Appointment access to manage
least 90% of performance of DIO . .
. information requests
requirements

EC v N V X X X
FS N X V v X V
GP v v X v v v
KZN \ X V X X X
LP v X v v v v
MP v X V X X X
NC N X V v X V
NW v X X X X X
WC \ N V N V V
NDoHS V N V N N V

% Departments 100% 40% 80% 60% 40% 60%
complied

% Dep not 0% 60% 20% 40% 60% 40%
complied

Legend: V = met the standard: X = did not meet the standard.

2.4.8.2.1 Departments’ Annual Report

a) Presentation

Every department presented an attractive AR in accessible English.

b) Content

The standard set by the PSC’s System is that the content of the AR should cover in sufficient detail at least 90%
of the areas prescribed by NT and the DPSA. The best performers against this standard were Eastern Cape,
Gauteng, Western Cape and the National Department. The remaining six departments did not adequately

report on these set of core measures as per requirement. Table 20 on the next page provides the departments’
percentage content compliance with an indication of the areas not adequately addressed.




Table 20: Departments’ percentage content compliance against the 90% standard

Department % Compliance
EC 92%
FS 62% | Overview of service delivery environment.

Areas not adequately addressed

Departmental expenditure.

Transfer payments.

Conditional grants and earmarked funds.
Asset management.

Utilisation of consultants.

GP 98%
KZN 52% | General information.

Overview of service delivery environment.

Transfer payments.

Conditional grants and earmarked funds.
Asset management.

Utilisation of consultants.

LP 65% | Overview of service delivery environment.

Transfer payments.
Conditional grants and earmarked funds.

Asset management.
MP 41% | Overview of service delivery environment.

Transfer payments.

Conditional grants and earmarked funds.
Asset management.

Human resources oversight report..

NC 59% | Overview of service delivery environment.

Departmental expenditure.

Transfer payments.

Conditional grants and earmarked funds.
Asset management.

Labour relations.

Utilisation of consultants.

NW 63% | Overview of service delivery environment.

Overview of organisational environment.
Conditional grants and earmarked funds.
Asset management.

Programme performance.

WC 94%
NDoHS 90%
Average compliance 72%

0 Performance reporting
Departments should clearly reports on performance against predetermined objectives (Section 40(3)(a) of the
PFMA). One of the most significant findings is that North West failed to report achievements against at least 2/3
of their objectives, which resulted in a disclaimer audit opinion from the A-G for this department.
24.8.2.2 Access to information

. Transparency is a pre-requisite for empowered public participation. The right to access to information is

enshrined as a fundamental right in the South African Constitution. In terms of section 32 (I) of the Bill of Rights
. (a) everyone has the right of access to any information held by the state and (b) any information that is held by

_



another person and that is required for the exercise or protection of rights. Departments’ responsibilities for
implementing the requirements of PAIA are to appoint deputy information officers (DIOs), prepare a manual on
access to information (MAI) and to put in place procedures to deal with requests for access to information.

PAIA has not been implemented across the board. The Eastern Cape, KwaZulu-Natal, Mpumalanga and the
North West met none of the prescripts of PAIA in 2009.

a)  Appoint deputy information officer (DIO) with duly authorised authority

At the time of the survey, 40% of departments reported not to have duly appointed a Deputy Information
Officer

b) Manual on access to information

Only four departments have a MAI in place, whilst none of the departments submitted annual reports to
the South African Human Rights Commission (SAHC) for the 2007/08 financial year. Section 32 of the PAIA
requires departments to submit annual compliance reports to SAHC. These reports should reflect the extent
to which departments have complied with the requirements of the Act. The reports should contain the number
of people who requested information; and number of requests granted and declined.

o) Procedures for managing requests for access to information

Four departments did not have the necessary procedures in place to manage request for access to information
from citizens.

2.4.8.2.3 Measuring Housing Delivery

The current format in which data on housing delivery is presented by the departments is not very transparent.
To enable proper measurement of housing delivery, the following should be specified:”!

The number of houses completed should be reported separately from those under construction.
The proportion and number of those properties that have been transferred to their occupiers.
The value of those housing.

Norms around average construction time.

This emphasises that the mere fact that information is given, is not enough, but that the info should be as
meaningful as possible.

2.4.8.3 Conclusion

Although the average performance against this principle is good (68%), departments still tend not to report on all
the prescribed areas for annual reporting issued by the National Treasury and the Department of Public Service
and Administration. As for access to information in terms of PAIA, four departments did not meet any of the
requirements, whilst the remaining six departments only complied partially.

91 Republic of South Africa. Financial and Fiscal Commission. Government Response to the Commission’s 2008 Recommendations for the
2009/10 Division of Revenue. 2009.




2.4.9 Overview of performance against principle 8 - good human resource management and
career development practices

This Constitutional principle states that “good human resource management and career development practices,
to maximise human potential, must be cultivated”. Adherence to this principle is critical in that a competent
Public Service corps is essential to ensure that the policies of government are implemented. Departments,
therefore, must continuously assess employment policies, management practices and the working environment
in order to comply with this principle.

The following standards are applied to establish whether departments do in fact promote good human resource
management and career development practices:

Principle 8: Standards

I. Recruitment 2. Skills development
[.1 Availability of |.2 Recruitment |.3 Management 2.1 Aplanisin 2.2 Plans are
HR policy. time. reporting. place. implemented.

2.4.9.1 Performance of departments against all the standards for principle 8

The average performance was “poor” (39%) — refer to Figure 16 below.

Figure 16: Departments’ performance against principle 8
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The best performer against this principle was Western Cape with 70% (good performance), followed by the
National Department with 60% (adequate performance). The remaining eight departments’ performance was
poor.




2.4.9.2 Each department’s compliance per standard

The individual departments’ compliance against each standard highlighted above is summarised in Table 21
below.

Table 21: Departments’ compliance per standard

Recruitment A skills development plan
HR Regular Evidence Is based 23 of Impact
: on ona on
Departments policy management Plan : plan ;
) . manage- . skills . service
In reportlng on , exists |mp|e- .
; ment’s need delivery
place vacancies . mented
response analysis assessed
EC v v X v v v X
FS v X X X X X X
GP v v X v X v X
KZN v X X X X X X
LP v v v v X X X
MP v v v X X X X
NC X X X v X v X
NW * X X v X v X
WC v v v v v X v
NDoHS * v N N N N X
% Departments 70% 60% 40% 70% 30% 50% 10%
complied
% Departments not 20% 0% 0% 0% 0% 0% 0%
fully complied
% Departments not 10% 40% 60% 30% 70% 50% 90%
complied

Legend: \ = met the standard: X = did not meet the standard.
24.9.2.1 Recruitment

Having a recruitment policy will ensure a common understanding of recruitment practices and a fair and
progressive application of recruitment practices. Filling vacancies within a stipulated period is essential to ensure
that services are uninterrupted, whilst management reports keep management abreast of progress with the
filling of vacancies, and enable them to timeously institute corrective measures.

a) The existence of a policy on recruitment
All ten departments had a recruitment and selection policy in place, which varied in quality in terms of the
elements addressed — refer to Table 22 below. The quality of the North West's policy was the worst, lacking

fundamental requirements of a good policy.

Table 22: Departments’ compliance with the requirements of a good human resource policy

Human Resource Policy Elements KZN LP MP NC NW WC NDoHS

Clearly described procedure

Responsibility delegation Yes Yes Yes Yes Yes Yes Yes No Yes No
Matching of skills with post requirements Yes |Yes |Yes |[Yes |Yes |Yes |No [Yes |Yes |Yes
Open processes Yes |Yes |[Yes |Yes Yes |Yes |No |Yes |Yes |Yes
Transparent decision making Yes |Yes |Yes |[Yes |Yes |Yes |Yes |[No |[Yes |Yes
Recruitment strategies Yes |Yes |[Yes |Yes Yes |Yes |Yes |Yes |Yes |Yes

Legend: Y = met the standard: X = did not meet the standard.
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b) Time taken to fill a vacancy

An important standard for the PSC is the time it takes to fill a vacant post. The PSC believes that if departments
are inefficient against this standard, they are probably also inefficient in many other areas.

The average time taken by departments to fill a vacancy, from the date the post became vacant to the date of
appointment, appears in Figure 17 below.

Figure 17: Average number of calender days per department to fill a vacancy
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The standard against which the PSC assesses recruitment times is 90 calendar days.

It is of concern that the average time taken to fill a vacancy for these ten departments was 339 calendar days,
which is far beyond the PSC's standard. The worst performance against this standard was KwaZulu-Natal with
750 days followed by Northern Cape with 628 days and Limpopo with 562 days. The main reason given for this
poor performance was that provinces had put a moratorium on the filling of vacancies.

o Regular management reporting on recruitment

It was found that six of the ten departments regularly reports to management on progress with recruitment
(Table 21 on the previous page), but only four of the departments provided feedback from management in
terms of guidance or actions that should be taken to speed-up the process.

2.4.9.2.2 Skills development

Having a skills development plan will assist departments in establishing current skills levels, the essential skill
required to execute the activities of the department, and training needs to close the skills gap. Addressing the
identified training needs and assessing the impact of the training on service delivery show that HR development
is tackled in a systematic manner.

It was found that seven of the ten departments had a work place skills plan (WPSP). Four of these seven plans
were, however, not based on a thorough skills need analysis. The National Department, the Eastern Cape and
the Western Cape performed needs analysis prior to designing and implementing their WPSP.  The Western
Cape was the only department to assess the impact of skills development interventions on service delivery.




The main reasons for departments’ poor performance against this standard are that their skills development
plans are not based on a skills needs analysis, the planned skills development activities were not implemented,
and their impact on service delivery were not assessed.

2.4.9.3 Conclusion

The poor performance against this principle was mainly due to departments not following the most basic
requirements for good human resource management, namely ensuring that:

The recruitment and selection policy complies with good practice.

Vacancies are filled within a reasonable timeframe.

Management pro-actively put measures in place to ensure that the filling of vacancies do not take too
long.

Skills development plans or workplace skills plans are based on a thorough skills needs analysis.

Planned training needs are implemented as planned and the impact of these interventions on service
delivery is assessed.

Effective and efficient service delivery is inextricably linked to enough employees to execute the department's
functions and the skills and competencies of the department’s workforce. Departments, therefore, need to
know what their specific skills needs are compared to the current skills profile of their staff, and put strategies in
place to acquire the needed skills.

2.4.10 QOverview of performance against principle 9 - representivity

This Constitutional principle focuses on representivity, which requires that the workforce should be broadly
representative of the South African people. An objective is to ensure that a dynamic work environment is
created in which the diverse workforce can reach their potential instead of just meeting numerical targets.
Attending to both the representivity targets and diversity management in a department will ensure that this
value is applied in a manner that benefits South African society.

The following standards are applied to establish whether departments do in fact promote representivity:

| Principle 9: Standards |

| [. Employment Equity (EE) | | 2. Diversity Management |
[.I'EE policy & |.2 Progress on EE |.3 All representivity 2.1 Comprehensive 2.2 Some
plan are in plan is reported. targets are met. measures are measures are
place. implemented. implemented.




24.10.1 Departments’ performance against all the standards for principle 9

The average performance was "“poor” (37%) — refer to Figure 18 below.

Figure 18: Departments’ performance against principle 9
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The only good performer was the Western Cape with 70%. The remaining nine departments’ performance
varied between adequate (Mpumalanga — 60% and Limpopo — 50%) and no performance (Free State — 20%,
Gauteng — 10% and Northern Cape — 10%).

2.4.10.2 Each department’s compliance per standard

The individual departments’ compliance against each standard highlighted above is summarised in Table 23
below.

Table 23: Departments’ compliance per standard

Management reporting on

Employment Equity (EE) Implementation

EE .
Province An approved | An approved . Regular diversity
T . Meeting . Response to management
EE policy is in | EE plan is in reporting on
EE Targets EE reports measures
place place EE
EC v v * v X v
FS X X * X X *
GP X X X v X X
KZN v X * X X *
LP v v * v X X
MP v X * v v v
NC X X * X X X
NW X v * v X *
WC v v * v v v
NDoHS X v * X X *
% Dep. complied 50% 50% 0% 60% 20% 30%
% Dep. not complied 50% 50% 10% 40% 80% 30%
% Partially complied (*) 90% 40%

Legend: V = met the standard: X = did not meet the standard.




2.4.10.2.1 Existence of an employment equity policy and plan

Sections | and 20 of the Employment Equity Act, 1998 (Act 55 of 1998), require departments to have an EE
policy and plan, which should comply with certain criteria.”> The EE plan should assist a department in achieving
reasonable progress towards EE. Management reports on progress with EE within a department will ensure that
where representivity targets are not met, corrective measures can be instituted timeously.

The results have shown that five departments had an EE policy and an EE plan in place that complied with
sections | and 20 of the EE Act of 1998 (Table 23 on the previous page).

2.410.2.2 Meeting employment equity targets

Departments were evaluated against meeting the national targets of 75% Blacks at senior management level
(end of April 2005), 50% women at senior management level by 31 March 2009, and people with disabilities
comprising 2% of the workforce by 31 March 2010. All departments, except Western Cape (63%), exceeded the
national target of 75% for blacks at senior management level. None of the departments were able to meet the
national target of 50% women at senior management level. The performance against the 2% target for people
with disabilities was generally poor. Only Limpopo and Mpumalanga were able to exceed this target by having
6% and 4.5% employees with disabilities, respectively, on their establishment (Table 24 below).

Table 24: Departments’ compliance with the national representivity targets

National Representivity Targets

75% Black at senior At least 50% of senior

Departments Disability target of 2% to be
management level at the end management should be .

of April 2005. wormen by 31 March 2009,  2cieved by 31 March 2010.
EC 98% 48% 0%
FS 90% 37% 1%
GP No information submitted 47% 1.3%
KZN 84% 42% 0.6%
LP 98% 32% 6%
MP 100% 40% 4.5%
NC 85% 31% 0%
NW 95% 33% 0%
WC 63% 33% |.4%
NDoHS 82% 39% 2.7%

2.4.10.2.3 Regular management reporting on employment equity

Management reporting at least twice a year on the implementation of the EE plan is of vital importance to
ensure that management can make informed decisions on the department’s progress towards representivity.
It was found that seven of the ten departments do report to management on the progress made on the
implementation of their EE plans. However, feedback from management on these reports is extremely poor
with only two departments, namely Mpumalanga and Western Cape complying with this requirement.

2.4.10.2.4 Existence of diversity management measures
A key building block in creating tolerance for others amongst a diverse workforce, is to ensure openness towards
and an understanding of different cultures, beliefs and behaviour. Departments need to accommodate these

differences, which contribute to an enriched workforce. The evaluation of departments’ performance against
requirements of diversity management is aimed at the practical ways in which departments integrate the rich

92 Republic of South Africa. Department of Labour. Employment Equity Act, 1998. (Act 55 of 1998).




diversity of cultures and management styles in a department, to improve service delivery and the team spirit
amongst staff.

It was found that three departments, namely Eastern Cape, Mpumalanga and Western Cape have implemented
comprehensive diversity measures, whilst five departments have implemented some diversity measures. The
three departments that did not comply with this standard were Gauteng, Limpopo and Northern Cape.

24.10.3 Conclusion

Departments' average performance against this principle was poor (37%) due to the absence of an EE policy and
plan in most departments, and the non-reporting to management on the progress with achieving employment
equity targets.




Chapter Three

Recommendations




31 INTRODUCTION

During each evaluation cycle the PSC made specific recommendations that need to be implemented within
specific timeframes. Within six months of delivery of the individual M&E Reports the PSC does a follow-up with
the specific departments included in the evaluation cycle on the progress made with the implementation of these
recommendations. It is believed that if departments implement these recommendations their administrative
processes in these areas will be streamlined and improved for better service delivery. Following is a synopsis
of the departments of housing's progress with the implementation of recommendations made during the first
assessment, followed by specific recommendations for this report.

This chapter is structured as follows:

Chapter 3: Recommendations

3.1 Status of previous 3.2 New 3.3 Specific 3.4 Conclusion.
recommendations recommendations. recommendations per
implemented. principle.

3.2 IMPLEMENTATION STATUS OF FIRST ASSESSMENT'S RECOMMENDATIONS

When eight of the ten departments were assessed for the first time in previous cycles, 253 recommendations
were made (Table 25 below). The most recommendations were made for North West (20%) and Free State
(16%), whilst the highest occurrence of recommendations was against principle 8 — human resources with 20%
followed by principle 6 — accountability with 15% and principle | — professional ethics with 14%.

Table 25: Implementation status of first assessment’s recommendations

Principle Recommendations NDoHS | EC | FS | LP NC | NW | WC | Total | % of Total
| Made 4 2 3 4 4 6 5 7 35 | 4%
Implemented 4 - I 2 4 3 I 6 2| 60%
5 Made 2 2 4 2 I 2 6 4 23 9%
Implemented -2 - | - | 3 8
3 Made | 2 * 3 - 4 2 - 12 5%
Implemented I - 3 - 4 - - 8 67%
4 Made I [ * 5 I I 6 - 15 6%
Implemented - - - - I - - I 7%
: Made | 3 * 3 | 2 | | 12| 5% |
Implemented - - - - - | | 2 | 7%
6 Made 2 3] 10 3 3 8 4 6 39 1 5%
Implemented 2 3 3 I I 7 [ 6 24 62%
5 Made 3 3 8 2 3 3 9 3 34 13%
Implemented 3 2 4 I 2 I 2 3 18 53%
6 Made 30 5[ 11 4 s 6 9 7] 50
Implemented 2 I 2 I 3 2 3 6 20 40%
5 Made | 4/ 4 4] 4 4 10 20 33 13% |
Implemented I | I I I - 5 I [ 33%
Total Made 18] 25| 40| 30| 22 36 52 30| 253
Implemented 13 9, 12 9 12 18 |4 26 13 45%
% of tora 120 7% 10% 12%] 9% 14% A 2%
Implemented 36% | 30% | 30%| 56% 50% 27% IR
Own calculation
* The department failed to submit any information on these principles during the first assessment. As a result the Department’s

performance against these principles could not be made.




Hundred and thirteen, or 45%, of the recommendations made during the first assessment were implemented by
the time these departments were re-assessed in the 2009/10 evaluation cycle (Table 25 above). The departments
which implemented most of the recommendation made during the first assessment were the Western Cape
87% and the National Department (72%). This high percentage implementation of their recommendations
are reflected in the improvement of their performance during the re-assessment in the 2009/10 evaluation
cycle, namely, Western Cape from 72% (good performance) to 86% (excellent performance) and the National
Department from 63% to 76% (good performance). The highest portion of recommendations not implemented
per principle is principle 4 — impartiality and fairness, with 83% not implemented, principle 5 — public participation
in policy-making, with 83%, principle 9 — representivity, with 67% and principle 2 — economy, effectiveness and
efficiency, with 65% not implemented.

It is of interest to note that the assessment of 2009/10 has shown that the problem areas within the housing
environment occur exactly in these areas, namely, unfairness in the allocation of houses, the public who are not
properly consulted, and the budget spent, which does not correlate with the reported achievement of outputs.

3.3 NEW RECOMMENDATIONS FOR THE 2008,/10 EVALUATION CYCLE

The PSC made 193 new recommendations in this report that need to be implemented within specific time frames
(Table 26 below). The departments with the least recommendations were Western Cape (2%) followed by
the National Department (5%). These two departments were also the best performers for the sector, attaining
a rating of “excellent performance” (86%), and a “good performance” (76%), respectively.

Table 26: Recommendations for the 2009/10 evaluation cycle

Principle | Total % of total

Department
NDoHS | 2 - - I - - 2 4 10 5%
EC 3 - - 2 2 [ 4 3 I5 8%
FS 2 - 5/ 2 2 7 4 6 8 36 19%
GP | 2 - - I 2 2 3 3 [4 7%
KZN 4 2 -2 | 2 3 3 3 20 10%
LP 2 2 - | 3 3 2 3 3 19 9%
MP | - - | 2 | 2 2 2 [ 6%
NC 3 2 -2 3 3 3 5 4 25 13%
NW 5 5 5 - - 6 6 5 7 39 21%
WC | | - - - - - I | 4 2%

Total 23| 16 10| 8| I5] 26| 23| 34 38 193
% Recommendations per principle 129%| 8%| 5%| 4% | 7%| 13%| 12%| 18%| 21%| 100%

Own calculation
The most recommendations were made for the North West (21%) and Free State (19%), which also received

the lowest scores, namely 28% and 42% respectively. The most recommendations per principle were made for
principle 9 — representivity (21%), principles 8 —human resources (18%) and principle 6 — accountability (13%).

34 SPECIFIC RECOMMENDATIONS PER PRINCIPLE
The key recommendations per principle are highlighted below.
Principle |

Departments should put in place measures, such as management reporting, that will ensure the finalisation of .
misconduct cases within the time frames set in PSCBC Resolution 2 of 1999 (as amended). Senior managers




should give pro-active guidance in response to these management reports, especially on cases that drag on
unnecessarily.

Principle 2

Departments should in future ensure that all outputs, Pls and targets are measurable in terms of quantity and
time dimensions. Further, departments should consistently report in their ARs on actual performance against the
same indicators and targets predetermined in SPs. The utilisation of NT's Framework for Managing Programme
Performance Information®® will assist departments in ensuring improvement in the quality of performance data.
This will also enable departments to monitor progress with implementation of programmes and timeously take
corrective measures when necessary.

Principle 3

Departments should put appropriate project management measures, such as clearly defined objectives, budget
projections, and service delivery indicators and targets in place for development projects. The implementation
of projects should be closely monitored against these measures to ensure the achievement of objectives, and
the success of projects.

Principle 4

Departments should utilise the Basic Implementation Strategy: Promotion of Administrative Justice Act as a
guideline to compile a PAJA implementation plan for the department. This strategy forms part of the Training
Course, “The Promotion of the Administrative Justice Act”. Departments are also referred to “The Promotion
of Administrative Justice Act Benchbook™ written by lain Currie and Jonathan Klaaren, which gives practical
guidance on the understanding and implementation of PAJA.

Principle 5

Departments should utilise the Step-by-Step Guide to Holding Citizens’ Forums issued by the PSC” as a toolkit
for facilitating public participation in policy-making.

Principle 6

Departments should put in place a formal performance monitoring system to monitor programme performance
on a monthly basis. Challenges must be addressed by implementing corrective measures based on monitoring
information. The various reporting tools such as quarterly reports should be integrated into the performance
management system. This will enable departments to detect deviations timeously and thereby contribute to
management and service delivery improvement.

Departments are referred to the PSC's Basic Concepts in Monitoring and Evaluation® as a source for understanding
M&E and different perspectives of evaluation. Departments should also consult the Framework for Monitoring
Programme Performance Information” and the Policy Framework for the Government-Wide M&E System.”

93 Republic of South Africa. National Treasury. Framework for Managing Programme Performance Information. 2007.

94 Republic of South Africa: Public Service Commission. Step-By-Step Guide to Holding Citizens’ Forums. Pretoria. September 2005.

|
I
95 Republic of South Africa. Public Service Commission. Basic Concepts in Monitoring and Evaluation. Pretoria. February 2008.
96 Republic of South Africa. National Treasury. Framework for Managing Programme Performance Information. 2007.

I

97 Republic of South Africa. The Presidency. Policy Frame work for the Government-Wide Monitoring and Evaluation System. Sherono Printers.
November 2007.




Principle 7

Departments should ensure compliance with all the requirements of the Promotion of Access to Information
Act, 2000 (Act 2 of 2000).

Principle 8

Departments should:

Prioritise and monitor the filling of vacancies to ensure that vacancies are filled within an average period
of twelve weeks. The PSC's Toolkit on Recruitment and Selection can be utilised to assist departments
in this regard.”®

Establish a data base that reflects accurate and credible information on training needs in the department
and data on training and development activities.

Assess the performance of all skills development activities against the skills development plan. The impact
of skills development activities on service delivery should be evaluated on an annual basis. The outcome
of such impact studies should be captured in the AR for the specific financial year.

Principle 9

Departments should:

Develop a monitoring mechanism to ensure that EE targets are met.

Revisit the EE figures of all their organisational components and occupational categories, to ensure that EE
objectives are applied in all sections of the department.

Engage with organisations representing people with disabilities to consider a targeted recruitment approach
for this group.

Implement a comprehensive diversity management programme that can address diversity issues such as
culture, language, gender, disability, ethnicity, religion, and sexual orientation.

3.5 CONCLUSION

In this report the PSC made the link between governance and the health of institutions, in this case the housing
departments, and Government's ability to achieve the objectives of the housing programme.

The PSC has argued in this report that the mere introduction of systems, procedures, or IT technology will not
have the desired results without people with the skills, ability and will to apply these systems and procedures.
The inability of the sector to deliver on stated policy goals have had a huge impact for other social sectors such
as health, education, employment creation and sustainable livelihoods with increasing social unrest in many
townships in South Africa.

The PSC also made specific recommendations in this report with regard to the application of sound administrative
practice. The recommendations are linked to the performance indicators we have tested for each of the
constitutional principles. It is hoped, however, that this report and the reports that was supplied to each individual
housing department will motivate these departments to review the whole spectrum of their administrative
practices and not only the few areas that the PSC has assessed.

98 Republic of South Africa. Public Service Commission. A Toolkit on Recruitment and Selection. Pretoria. Formeset Printers Cape.
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Appendix B: Subsidy Types

Integrated
Settlement
Development

Subsidy Type Subsidy description

The main instrument for delivery in integrated human settlements and provides a
vehicle to support inclusionary housing. It provides for the development of integrated
projects in a number of phases providing for a range of socio-economic uses and
income groups.

2. Informal Settlements | Emphasise the need for relocation of households to take place where development
Upgrading conditions require it.
3. Emergency Housing | Provides for cases where households are to be relocated to enable service provision
Assistance and upgrading projects to proceed. The programme also provides assistance in
disaster circumstances for persons living in dangerous circumstances and the totally
destitute.
4. Community Represents government’s rental intervention to persons in the lowest income
Residential Units categories and the upgrading of all existing state owned rental stock, including public
sector hostel redevelopment.
5. Social Housing Representsgovernment's contributiontowardssocialintegration, urbanredevelopment
and rental housing provision for the middle to higher income groups.
6. Costs in Transitional | The allocation of funds to provinces could also be utilised to fund the service delivery
Residential Areas and services consumption cost in areas where emergency units have been delivered
where municipalities are unable to finance such.
7. Social and Economic |Is aimed at facilitating the provision of basic social and economic amenities in new
Amenities and existing residential areas and in upgraded informal settlement areas where other
funding is not available.
8. Farm Residents Provides for a range of development options to accommodate the diversity of needs
Housing Assistance |and opportunities that exist in the farming community.
9. Finance Linked Provides mortgage finance down-payment assistance to persons in the income

Individual Subsidy

category R3 501 to R7 000 per month. The extension of the upper income level of
R10 000 may be considered.

10.Inclusionary Housing

This programme provides policy prescripts backed by legislation, for the conditional
approval of new residential developments by private sector developers, to ensure
and integrated development approach across income groups and product cost
estimates.

. Rectification of

houses delivered
between 16/03/1994
& 31/03/2002

Municipal Services

* Inappropriate township layout and design, whereby a house may, for example,
be subject to flooding, to the extent that its structural integrity has been
compromised.

* Inappropriate storm water drainage systems.

Top Structure Defects

* Defective or substandard materials that were used during construction;

* |nsufficient foundation design, where the seriousness of such structural defects
compromises the overall structural integrity of the house;

* Defective construction practices, such as failure to secure roof ties properly or
incorrect roof construction practices;

* Incidents of major structural defects which have not been repaired due to the
inability of the registered property owner to finance such repairs;

® Structural faults caused as a result of inappropriate soil conditions for house
building purposes; and

* Houses which have been vandalised after completion, but before occupation by
the rightful subsidy owner.




Appendix C: Values of Subsidies

Subsidy Amounts Per Programme

Top

structure

Own
contribution

Product

price

Project linked (IRDP) Subsidies:

funding

RO to RI 500 55,706.00 None 55,706.00

RI 501 to R3 500 53,227.00 2,479.00 55,706.00

Indigent: Aged, disabled and health stricken RO to R3 500 55,706.00 None 55,706.00

Consolidation Subsidies:

RO to RI 500 54,650.00 None 54,650.00

RI 501 to R3 500 52,471.00 2,479.00 54,950.00

Indigent: Aged, disabled and health stricken RO to R3 500 54,650.00 None 54,650.00

Institutional subsidies:

RO to R3 500 52,471.00] Institution must At least
add capital 54,650.00

Individual Subsidies:

RO to RI 500 55,706.00 None 55,706.00

R1 501 to R3 500 53,227.00 2,479.00

Indigent: Aged, disabled and health stricken RI 501 to R3 500 55,706.00 None 55,706.00

Rural subsidies:

RO to R3 500 55,706.00 | None 55,706.00

People's Housing Process:

RO to R3 500 55,706.00\ None 55,706.00

Source: National Department of Housing 2009/10
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Appendix D: Detailed cost breakdown of a 40sqm subsidised house with effect from | April

2009
Earthworks (provisional) 790
Concrete, Formwork and Reinforcement 47291
Brickwork 14,236
Roof structure 3,736
Windows [,388
Doors and Frames | 657
Finishing and Paintwork 2212
Electrical [,100
Plumbing and Toilet 6,607
Material 36,017
Labour 9,732
Sub Total 45,749
P& G 4968
Overheads 2,095
Transfer costs 800
Beneficiary Administration 255
Profit 1,833
Total Cost 55,700

Source: National department of Housing 2009/10

-




Appendix E: Detailed cost breakdown of a serviced stand with effect from | April 2009

Professional fees — Indirect Cost

Safety Inspector (Dol) 68
Environmental Control Officer 54
Pre-planning Studies 365
Project Management 749
Geotechnical Evaluation 89
Contour Survey 59
Land Surveying and Site Pegging 299
Land Survey examination fee 92
Town Planning 404
Civil Engineer : Services 898
Site Supervision : Clerk of Works — Civil 227
Social Facilitation 299
Legal Fees 20
Sub Total : Indirect Cost 3,623
Direct Cost

Water Reticulation (including meter) 4,614
Sanitation Reticulation 5,363
Roads 3,445
Storm Water 4,988
Street Lighting 19
Sub Total Direct Cost 18,529
Total Cost of a Serviced Stand:

Sub Total : Indirect Cost 3,623
Sub Total : Direct Cost 18,529
Total Cost: 22,152

N
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PUBLIC SERVICE COMMISSION REGIONAL OFFICES

Eastern Cape

91 Alexandra Road
King William'’s Town
5601

Tel: (043)643-4704
Fax: (043) 642-1371

Free State

62 Fedsure Building

3rd Floor, St Andrew Street
Bloemfontein

9300

Tel: (051)448-8696
Fax: (051) 448-4135

Gauteng

Ten Sixty-Six Building

16th Floor, 35 Pritchard Street
Johannesburg

2001

Tel: (011)833-5721
Fax: (011) 834-1200

KwaZulu-Natal

249 Burger Street

Idube Building, Ground Floor
Pietermaritzburg

3201

Tel: (033) 345-9998
Fax: (033) 345-8505

Mpumalanga

19 Russel Street

Nelspruit
1200

Tel: (013) 755-4070
Fax: (013) 752-5814

Northern Cape

1 st Floor,Woolworths Building
cnr Lennox & Chapel Streets
Kimberley

8300

Tel: (053) 832-6222
Fax: (053) 8326225

Limpopo

Kirk Patrick Building
40 Schoeman Street
Polokwane

0699

Tel: (015)291-4783
Fax: (015) 291-4683

North West

Mmabatho Post Office Building
Ground Floor

University Drive

Mmabatho

2735

Tel: (018) 384-1000
Fax: (018) 384-1012

Western Cape

Sanlam Golden Acre Building
21st Floor, Adderley Street
Cape Town

8000

Tel: (021)421-3980
Fax: (021) 421-4060

Parliamentary Office

Sanlam Golden Acre Building
21st Floor, Adderley Street
Cape Town

8000

Tel: (021)418-4840
Fax: (021) 418-1362




Republic of South Africa

Public Service Commission
Tel: +27 12 352-1000

Fax: +27 12 325-8382
Website: www.psc.gov.za

National Anti-Corruption Hotline for the Public Service: 0800 701 701




