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Foreword

South Africa has achieved a lot on its path of socioeconomic transformation since
the end of apartheid in 1994. Although many challenges remain to fostering
inclusive growth to address the triple challenges of unemployment, poverty, and
inequality, some innovative approaches have been used to build more inclusive
public institutions. These have helped to expand service delivery, strengthen
quality, and improve the lives of millions of South Africans.

Although much is known about the motivation and nature of the policies and
institutional changes that drove this transformation, very little is known of the
manner in which they were executed. With this book, Making It Happen: Selected
Case Studies of Institutional Reforms in South Africa, we offer a selection of twelve
case studies to illustrate how policies and institutions were developed and imple-
mented to improve specific public services.

Based on interviews with senior policy makers, the book captures the how-to
of designing and executing these policies in a variety of strategic areas, includ-
ing increasing budget transparency, developing an intergovernmental fiscal
system, strengthening tax administration, enhancing the statistical system, devel-
oping a modern performance monitoring and evaluation system, expanding
HIV/AIDS treatment, reforming the social transfer system, creating a mod-
ern national identity system, developing a system for the management of biodi-
versity, modernizing the national road network management, developing the
framework for renewable energy, and formulating the country’s much-lauded
constitution.

Tracing a twenty-year journey of transformation, this book places particular
empbhasis on recording the design of these reforms and endeavors to shed some
light on the decision-making processes. In particular, it attempts to provide
insight on the trade-offs policy makers faced, and the sequencing and comple-
mentarities among the various reforms. It finds leadership at different levels,
adoption of pragmatic and innovative solutions, and the focus on results as
among the key drivers in implementing these changes.

This book is primarily intended to enhance knowledge exchange by exporting
South Africa’s development experience to the world. It is a product of the coun-
try’s Knowledge Hub, developed in partnership with the World Bank Group, to
provide evidence-based solutions for enhancing service delivery. Many of the
lessons identified here have applicability for other countries, with adaptation, of
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Foreword

course, to local needs and circumstance. But many of the same lessons have appli-
cability also for the South Africa of today, as the country grapples with many
difficult development challenges.

I hope that this book will be equally useful for policy makers, civil society
organizations, development practitioners, and all others who are interested in the
global imperative to end extreme poverty and boost shared prosperity, and make
this world a better place for all.

Makhtar Diop

Regional Vice President for Africa
World Bank
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Introduction

South Africa’s Lessons in Progress

South Africa’s political transformation to democracy has been celebrated around
the world. Twenty years after the end of apartheid, economic and social oppor-
tunities have expanded for many of the country’s citizens. The economy has
grown at an average rate of about 3.1 percent a year since 1994. Millions of
people who were previously excluded gained access to housing, water, sanitation,
power, health care, education, social security, and jobs.

Progress has been extraordinary. But South Africa still faces the triple devel-
opmental challenges of high unemployment (24 percent), persistent poverty
(37 percent of the population living on less than R 416 a day in 2011 prices), and
extreme income inequality (Gini index of 0.65). Growth has slowed, the gover-
nance record is mixed, and service delivery is uneven (DPME 2012).

In selected areas, policies, institutions, and delivery mechanisms have been
effectively implemented. Intergovernmental fiscal relations, budget transpar-
ency, revenue management, performance monitoring and evaluation, and sta-
tistical capacity have all improved. Access to HIV/AIDS treatment protocols
has expanded, delivery of social grants has increased, and major improvements
have been made in the process of obtaining identification documents (a fun-
damental step for accessing social services). Biodiversity management has been
enhanced, national highway construction and maintenance have improved,
renewable energy production has increased, and access to electricity has
soared. The process by which South Africa’s Constitution was drafted is a sui
generis case study of how a politically and socially divided country came
together to create what is widely recognized as a progressive and unifying
constitution.

Little has been written about these successes, especially on the “how-to” of
policy making and implementation. Drawing lessons on how policies were made,
institutions strengthened, obstacles overcome, and implementation effected is
important to inform national and global understanding of the processes of
change. These lessons can serve other countries in the region and beyond that
may also be struggling to improve many of the same services.
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This book is intended to cross-fertilize knowledge under the South Africa
Knowledge Hub program by “exporting” South African success stories to other
countries. [t may also rekindle the spirit of change within South Africa, informing
the national debate on many other economic and social challenges. It is thus writ-
ten for both an international and a national audience.

Other studies have assessed South Africa’s economic and social transforma-
tion in the 20 years since the end of apartheid (see Presidency of the Republic of
South Africa 2014). This book is different. It documents and learns from selected
case studies of institutional reforms implemented over the past 20 years. It show-
cases reforms that worked and draws lessons about why they succeeded. The
emphasis is less on what was done and more on the “how-to” of reforms in which
significant achievements were made. Each of the 12 case studies is a work in
progress; although much has been achieved, more needs to be done to ensure
that the institutions created have an impact and the reforms carried out are
sustained.

The Landscape in 1994

The inheritance of apartheid was a dismal one for most of the country’s citizens.
In 1994 South Africa was politically fragmented, with a racially divided gover-
nance system. Public services and capacities varied widely across the many
Bantustans (self-governing territories) and national and provincial administra-
tions. Service delivery was largely centralized, with race the defining feature for
both access and quality. Income and nonincome gaps between blacks and whites
were huge. Land, financial, and educational assets were concentrated in the
hands of a few. Labor, which had been largely immobile during the apartheid
period, suddenly became free to move, leading to mass migrations from rural to
urban areas. Concerned about their safety and property rights, large numbers of
white people emigrated. Domestic debt was high and the fiscal deficit unsustain-
able. Foreign exchange reserves had dwindled and domestic savings were very
low in the face of foreign sanctions.

South Africa’s political transformation took place in the context of epochal
world events. The Berlin Wall had come down in 1989, and the Soviet Union had
given way to many independent nation-states. The socialist model of economic
development was widely seen to have collapsed, and the sway of global capital-
ism was expanding. Free markets were being promoted around the world.
Capital was mobile and seeking countries and investment opportunities with the
highest return, as the world was becoming more integrated.

In this global environment, the African National Congress (ANC) took the
reins of government. Long a movement of struggle and protest, it found itself in
government, adapting to the challenges of running a country and providing for
its people. The leaders of the ANC had to develop programs to address the eco-
nomic and social needs of the country. Most of its leaders came from poor back-
grounds, having grown up in the poverty in South Africa’s townships, informal
settlements, and rural areas. Although some of these leaders received training in
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renowned institutions of both the East and the West, many were self-schooled,
often in prison, using the University of South Africa’s unique distance learning
program. They lacked experience with governing, even at the local level. In 1994
they were thrust into leadership positions to transform the economic and social
environment of their country.

This period was one of unbounded optimism and tremendous impatience.
Nelson Mandela had just been released after 28 years in prison. The aspirations
of a people long deprived of fundamental human rights and economic oppor-
tunities knew no limits. There was a spirit of euphoria for the possibilities that
economic freedoms and the inner strength of a “rainbow nation” could provide.
There was also impatience for justice and economic and social opportunities
after decades of repression. Time was of the essence; people wanted tangible
economic and social dividends from the freedoms for which they had fought
so hard.

The expectation was for the state to take the lead, deliver services, create jobs,
fix problems, and redress the injustices of the past. The end of economic sanc-
tions meant that South Africa would reintegrate with the world and benefit from
global trade and investment.

South Africa moved to democracy on its own terms. Democracy meant that
the process of change was more and more participatory and inclusive. At the
same time as mass revolt against apartheid intensified, discussion fora and
think tanks were created on different aspects of the transformation of society,
such as the Constitution, education, housing, health, and the economy. They
analyzed and discussed the key features of the apartheid system, identified
what needed to be changed, considered how the changes might be sequenced,
and sought lessons from national and international experience. The think
tanks also helped develop a pool of expertise that the new government could
draw on.

A key feature of many of the fora was their inclusivity. They included repre-
sentatives of various political parties, sectors, and liberation movements as well
as business, labor, and civil society organizations. Joint secretariats coordinated
processes and documented discussions and agreements. Combining evidence-
based approaches grounded in research, international experience, and pragma-
tism to find solutions, these fora were an important feature of the transition
period, helping build trust and relationships across the political and racial divide.

In 1993, F. W. de Klerk and Nelson Mandela won the Nobel Peace Prize. In
1994, the first democratic elections were held. In 1995, the Truth and
Reconciliation Commission was created. The world was watching how democ-
racy in South Africa was to unfold.

Economic and Social Transformation, 1994-2014

Against this backdrop, democratic South Africa started its economic and
social transformation. The first priority was to stabilize the economy. Through
adoption of strong institutional arrangements, such as an independent central
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Table I.1 Key Economic Indicators in South Africa, 1992-94, 2005-07, and 2012-14

Indicator 1992-94 2005-07 2012-14
GDP growth (%) 0.8 54 1.9
GDP per capita (US$) 3,528 5,720.1 6,999
Inflation (average annual change in CPI) 10.9 37 58
Government revenues (% of GDP) 255 29.8 289
Government expenditures (% of GDP) 329 38.7 33.0
Budget balance (% of GDP) -7.3 1.1 -39
Public debt (% of GDP) 373 303 45.1
Gross domestic savings (% of GDP) 171 15.5 14.3
Gross domestic investment (% of GDP) 15.8 18.9 19.5
Foreign direct investment (% of GDP) -0.8 0.4 0.8
International reserves (USS) 3,918 26,414 49,808

Source: World Bank calculations based on official statistics (National Treasury, Statistics South Africa, South African Reserve
Bank, Department of Planning and M&E, Department of Basic Education, Department of Higher Education, and Department
of Labor)

Note: CPI = consumer price index; GDP = gross domestic product.

bank, inflation targeting, and market-driven exchange rate policies, South
Africa kept inflation under control (table 1.1). Conservative monetary policies
were complemented by a fiscal stance that sought to increase the tax base and
enhance public spending, especially in the social sectors and previously
underserved areas, while maintaining tight control of the budget deficit. In
1992-94, the budget deficit was 7.3 percent of gross domestic product (GDP);
and a positive budget balance of 1 percent was achieved in the precrisis
period of 2005-2007, providing government the fiscal space to respond to the
crisis. Postcrisis, fiscal vigilance continues—the budget deficit averaged about
4.3 percent of GDP from 2009 to 2014 and by 2012-14, it had shrunk to
about 3.9 percent, as a result of the countercyclical response to the global
financial crisis. Public debt was reduced to prudent levels. Foreign reserves
were built, a world-class financial sector established, and macroeconomic
management capacity enhanced.

The second priority was fighting poverty through job creation and income
support programs. Various social programs, in particular the social transfer pro-
gram, have helped lift millions of people out of extreme poverty. Economic
incentives and active industrial policies led to some increase in the employment
rate (table 1.2), especially among the black population. High and persistent
unemployment remains a challenge, and the programs have not boosted invest-
ment significantly.

The third priority was service delivery. Basic services, both in the social and
the economic sectors needed to be expanded to all citizens. For example, the
government undertook a huge program of building schools and doubling univer-
sity access for previously disadvantaged, particularly black, students. It created
housing units for millions of people and expanded access to basic utilities, such
as electricity, water, and sanitation.
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Table I.2 Key Economic Indicators in South Africa, 1992-94 and 2012-14

Indicator 1992-94 2005-07 2012-14
Poverty headcount rate (% of population living

on less than R 501 a day in 2011 prices) 50.5 422 37.0
Inequality (Gini index) 0.67 0.67 0.65
Minimum wage (R) . . 2,347.0
Shared prosperity (growth of per capita

consumption of the bottom 40%) . . 3.5
Employment rate (percent) 39.7 44.7 42.8
Unemployment rate (percent) 233 22.2 24.3
Black unemployment rate (percent) 30.0 16.2 27.4
School attendance basic education

(% of learners) 96.7 97.7 99.3
Access to higher education (% of population) 1.9 4.1 4.1
Access to power (% of population) 50.9 81.2 85.4

Access to state subsidized housing
(% of households) 9.0 10.8

Source: World Bank calculations based on official statistics (National Treasury, Statistics South Africa, South African Reserve
Bank, Department of Planning and M&E, Department of Basic Education, Department of Higher Education, and Department
of Labor)

Note: .. = negligible; R = South African rand.

Impressive achievements in service delivery notwithstanding, massive chal-
lenges remain, largely because of the large numbers of rural to urban migrants,
partly a legacy of apartheid. Quality enhancements have lagged, and poor out-
comes (in education, for example) have raised questions about the models of
service delivery.

Building Inclusive Public Sector Institutions and Implementing
Institutional Reforms

Reforms in several areas have been extraordinarily successful. Central to these
stories has been the development of inclusive public sector institutions.

The twelve reform areas examined in this book illustrate how the state was
able to create inclusive, effective institutions and push through institutional
reforms encompassing both policy making and implementation within the exist-
ing reform space. The case studies were chosen on the basis of the following
criteria:

e The policy challenge had substantial potential economic or social impact.

e Significant institutional reforms were made, from policy making to policy
implementation.

¢ Tangible improvements in outcomes were achieved.

e Other countries expressed interest in the reform, or demand for learning from
South Africa is anticipated.

e Policy makers and South African stakeholders are interested in learning about
what happened.

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8


http://dx.doi.org/10.1596/978-1-4648-0768-8

Introduction

Chapters draw on a combination of desk reviews, ongoing World Bank dialogue,
and interviews with high-level policy makers and others. This approach provides
a unique analysis showcasing how these reforms were designed and carried out.
Each chapter starts by providing some context analysis of the key issues in the
sector. It then identifies a policy challenge that needed strategic action and ana-
lyzes how it was addressed in terms of policy making and implementation. The
chapters show how consensus was built, trade-offs were addressed, obstacles
were overcome, reforms were sequenced, and international practices were used.
They then discuss the results achieved, including their magnitude, sustainability,
and impact on stakeholders, before concluding with lessons learned, including
success factors, challenges, and the pending reform agenda.

1. Developing an Intergovernmental Fiscal Framework. At the advent of democracy
in 1994, the government needed to develop a framework that would promote
equity, extend services to all, and reduce poverty by redistributing national
revenues. The South African Constitution, adopted in 1996, assigned revenue
and expenditure responsibility and related functions to newly established sub-
national governments. It established three separate but interdependent spheres
of government, each with specific powers, functions, and responsibilities, along
with provisions for revenue assignments. The intergovernmental fiscal frame-
work has evolved over the years. It has proven resilient to major changes, such
as the restructuring of local governments. Although much more needs to be
done to enhance fiscal management at different levels in order to improve
service delivery and strengthen accountability, the system provides a unifying
fiscal framework across government.

2. Increasing Budget Transparency. In 1994 South Africa had a fragmented and
opaque budget, with little public information on resource generation and allo-
cation. Adoption of the Public Financial Management Act showcases how con-
sensus was built to bring about a number of innovations that increased budget
transparency. As a result of reforms, South Africa consistently ranks among the
top five countries on the Open Budget Index. The performance-based budget-
ing process, including citizen access to budget information, is a salient feature
of the focus on incorporating a performance orientation across sectors in South
Africa.

3. Raising Tax Revenue. At the end of apartheid, one of South Africa’s most press-
ing challenges was improving the efficiency, efficacy, and adequacy of the tax
system and generating income for the reforms in the social and economic sec-
tors. Challenges included a low level of tax compliance (only about 6 percent
of South Africans paid income tax); weak, nontransparent, and noninclusive
taxpayer services; lack of racial diversity among staff; and a shortage of quali-
fied middle managers. These challenges were addressed by establishing a uni-
fied South African Revenue Service (SARS); creating a service culture, through
professionalization of staff process reengineering, and taxpayer service innova-
tions; and transforming the organization so that it could broaden the tax base,
raise tax revenues, and reduce tax evasion.
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4. Strengthening Performance Monitoring and Evaluation. Under apartheid, the
welfare of the majority of the population was largely ignored, and little was
done to track the quality of service delivery to citizens. Today South Africa is a
regional leader in performance monitoring and evaluation (M&E). Since the
creation in 2010 of the Department of Performance Monitoring and Evaluation
(since 2014, the Department of Planning, Monitoring and Evaluation)
(DPME) in the Presidency, the country has instituted a national outcomes
system, a management performance assessment system, a national evaluation
system, frontline service delivery monitoring, and a national framework for
citizens-based monitoring. It is now also working on incorporating the plan-
ning function. Although still at an early stage and undergoing changes, efforts
to create a culture of performance M&E for the benefit of citizens are laying
the foundation for improved government coordination, budget efficiency and
effectiveness, and greater transparency and accountability in the use of public
funds to ensure quality service delivery to all citizens.

5. Creating an Inclusive and Credible Statistical System. South Africa has come a
long way from the fragmented, partial, nontransparent, and incomplete sta-
tistical system inherited from the apartheid system. Key features include a
unified national statistical system, data openness and transparency, and a
strong institutional framework that provides for operational independence as
well as the ability to hire and retain highly skilled staff. Statistics comply with
international standards in many domains. The household survey provides
micro-household-level data for policy analysis. Decadal censuses are compre-
hensive and of a high quality. Administrative data sources complement the
data collected through surveys and censuses. As a result of the different
reforms carried out, the international statistical community recognizes
Statistics South Africa as a strong performer.

6. Expanding HIV/AIDS Treatment. After a decade of virtual denial of the HIV/
AIDS epidemic, South Africa has addressed the challenge and shown some
impressive results. Antiretroviral treatment (ART) has been expanded to mil-
lions of people, making South Africa’s program the largest in the world. In
2009, with the change of policy, the country launched a massive prevention
and education campaign and mobilized public and private funds. It reduced
new HIV infections among children by 50 percent. Infant mortality rates fell
from 73 per 1,000 live births in 2006 to 42 per 1,000 live births in 2012.
Adult mortality rates also fell sharply. As a result, life expectancy, which had
declined from 62 years in 1992 to 53 years in 2010, recovered to 60 years in
2012, albeit still low compared with other middle-income countries of simi-
lar income levels.

7. Reforming the Social Assistance System. Democratic South Africa has estab-
lished a largely effective basic social transfer system that keeps millions
of South Africans out of poverty and reduces inequality. A unified South
Africa Social Security Agency (SASSA) integrated nine provincial depart-
ments of social development into a single national agency in charge of the
delivery of social transfers. Coverage was expanded from 3 million people in
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the early 1990s to more than 16 million. To improve service delivery, South
Africa adopted new technologies, such as a biometric identification system
(which identified and eliminated about 1 million fraudulent recipients), a
new payment system, the use of mobile units, and clear service standards and
strategic planning systems.

. Improving the Delivery of Identification Documents to Facilitate Access to Services.

In the early 2000s, obtaining a South African passport could take months and
sometimes required paying bribes. Obtaining a birth registration certificate
was even more complicated because of the legacy of apartheid, under which
the births of millions of people went unrecorded. The National Population
Register was incomplete, unreliable, and fragmented; and integrity and trans-
parency were challenges. These problems were momentous because citizens
cannot access social services without identity documents. Over the years, the
introduction of new laws and regulations, the development of a service cul-
ture, the professionalization of staff, the establishment of modern service
delivery systems, and the use of information technology and innovations have
enhanced the quality of services, slashed waiting times, and reduced fraud
and corruption.

. Protecting Biodiversity, Rehabilitating Ecosystems, and Promoting Conservation

for Development. South Africa is one of the world’s most biodiverse coun-
tries. Despite a very challenging context—that includes private landowner-
ship of many high-priority areas for conservation, the need to redress
apartheid-era land dispossession, and demands for rapid economic develop-
ment and job creation—it has created a successful and highly innovative
policy and institutional framework to conserve its biodiversity. A rich legal
framework sets out the principles and procedures governing biodiversity
management. Two important institutions—the South African National
Parks (SANParks) and the South African National Biodiversity Institute
(SANBI)—have been reformed, and the national parks have been made
more accessible to tourists in a sustainable way, ensuring that conservation
goes hand in hand with social and economic development in rural areas.
Organizational reforms, participatory planning tools, capacity building, and
public-private partnerships have helped create jobs and promote inclusive
development.

Improving the Management of the National Road Network. In the post-
apartheid era, limited access to roads and the poor quality of the road net-
work were a major challenge to private sector development. The problems
were compounded by ineffective and nontransparent management arrange-
ments. In April 1998 an act of Parliament established the South African
National Roads Agency (SANRAL) as an independent statutory company
operating along commercial lines and at arm’s length from government. The
purpose of the company—which is registered under the Companies Act,
with the minister of transport as the sole shareholder—is to maintain and
develop South Africa’s expanding national road network. SANRAL has
doubled the network, from 7,000 kilometers to nearly 20,000 kilometers,
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particularly in the largest urban province (Gauteng). It has reformed organi-
zational structures, upgraded staffing, and introduced new technology. Roads
are reportedly built to a high standard, supported by professional staff.
SANRAL has also established its creditworthiness, which has enabled it to
borrow on capital markets.!

Developing Renewable Energy through an Independent Power Producer
Procurement Program. South Africa is the world’s fifth-largest coal producer
in the world. Not surprisingly, most of its power (70 percent) therefore
comes from carbon. In 2009 South Africa was the world’s 12th-worst car-
bon emitter and the largest emitter of carbon dioxide in Africa. To reduce
its carbon footprint, the government embarked on a renewable energy pro-
gram. The program’s goal is to generate 20 percent of national capacity from
renewable sources. The Renewable Energy Independent Power Producer
Procurement Program (REIPPPP) has now completed five rounds of bid-
ding to secure independent power producer agreements. Through the first
five rounds? over 90 transactions and private investment exceeding
US$20 billion2 and 6,300MW of power were facilitated, making REIPPPP
the largest independent power producer program in Africa. The first proj-
ects came on line at the end of 2013. Private sector bidding has increased in
each round of bidding, prices have dropped, and transparency and competi-
tion have increased. By 2012, South Africa had become one of the top 10
countries in the world investing in renewable energy.

Drafting the Constitution. The 1996 Constitution of the Republic of South
Africa is regarded as one of the most progressive in the world. The inclu-
sive and innovative process through which it was negotiated and adopted
is a landmark achievement and a sui generis success story. The process
showcases how key factors—commitment to an overarching national goal,
leadership, and consensus-building—helped overcome ideological divisions
to allow decision makers to agree on technically strong and politically prag-
matic solutions. The principles and rights spelled out in the constitution
are the legal foundation for implementing many of the reforms analyzed in

this book.

Cross-Cutting Lessons and Challenges Ahead

Eight cross-cutting success factors and lessons on policy making and implementa-
tion emerge from the analysis:

1.

Unique Reform Momentum: Commitment to a Common National Goal. The
transition to democracy brought with it unique momentum for reform.
National goals were clear, creating a shared purpose of building a better future
for all citizens. The euphoria of the early post-apartheid days created a sense of
mission and commitment to change that infused reform efforts.

. Transformational Leadership. Leadership came from all levels, with a strong

empbhasis on consensual and collective decision making. Leaders were able to
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tap into popular support for transformational change, but they also had to
respond to the sense of urgency. Urgency meant that leadership was flexible,
with pragmatism often prevailing over ideology to ensure both quick wins and
mid- and long-term reforms.

. Consensus Building. Civic engagement and consultation have been hall-

marks of successful reforms to build consensus, which some observers have
called “policy development under the public gaze.” The inclusiveness of
processes and the adoption of different participatory approaches—from
constitution making to budget transparency to the development of biodi-
versity frameworks—is a common feature of the institutional development
successes.

. Learning from International Experiences. The need to find solutions led South

African practitioners to use evidence-based approaches and look to interna-
tional good practices as part of an evidence-based analysis of options to address
each of the key policy challenges. As the case studies show, much thought and
effort went into analyzing national and international practices; adapting good
international experiences to local conditions; and engaging in regular exchanges
to build on, expand, and adjust practices and benchmark South Africa against
other countries.

. Promoting Inclusive Institution Building. Professionalization of staff, deracializa-

tion of management, and enhancement of skills were integral to inclusive insti-
tutional development. Central to this process was the creation of a new culture
of public service that put people first. Clear staff incentives, both financial
(good remuneration) and nonfinancial (good employment conditions), and
clear accountability were instrumental in attracting people from outside the
public sector, motivating them, setting performance standards, and offering
options for career development.

. Creating Virtuous Cycles with “Quick Wins.” Sequencing combined big-bang

and gradual approaches. All the case studies bring to the fore the importance
of creating virtuous cycles of change, starting with leadership, strategy devel-
opment, pragmatic and innovative solutions, structured implementation, and
quick results. The power of quick results to reinforce political support for
change cannot be underestimated.

7. Adopting Pragmatic, Flexible, and Innovative Approaches. Most reforms adopted

an approach of experimenting and innovating, learning from successes and
failures, adapting, applying, and moving on. The focus was on nonideological,
practical, pragmatic solutions that could get consensus and, once tested, be
scaled up over time.

. Strengthening Transparency and Accountability. Developing processes and sys-

tems to promote transparency and accountability along the service delivery
chain has been an important factor in the improvement of services docu-
mented in this book. Across many sectors, there was an emphasis on making
information available to the public. The use of innovation and information and
communications technology (ICT) systems simplified the interface between
citizens and the state and reduced opportunities for corruption. Transparency
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was strengthened, with a view to providing opportunities for greater use of
information to hold government accountable and ensure implementation of
rules and systems. Much more needs to be done, however, so that the provision
of information actually leads to improved accountability.

The transformational challenges before South Africa remain large, especially
with regard to implementation. There are many other challenges that are beyond
the focus of this book, including inequality, unemployment, and social sector
outcomes. But for all challenges it is clear that the process of institution building
is a continuously evolving one. South Africa has made enormous progress, as the
case studies show. But much still needs to be done to enhance accountability and
ensure reform sustainability. At the same time, the permanence of progress
attained is not automatically guaranteed—commitment to principle and consis-
tency in implementation are critical to sustaining these successes.

Notes
1. Its creditworthiness suffered in 2013 after it was unable to maintain a strong financial

position and implement a controversial e-tolling project in Gauteng.

2. The five rounds include the extended Bid Window 3, held in March 2014, to procure
only concentrated solar power technology.

3. The exchange rate for rounds 1 to 3 is based on the dates the agreement was signed
while the rate for rounds 4 and 5 is based on the rate at submission.
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CHAPTER 1

Developing an Intergovernmental
Fiscal Framework

Catriona Purfield

Introduction

South Africa has a unitary yet highly decentralized system of government with
three spheres: the center, 9 provinces, and 278 municipalities (known as local
government). The system of intergovernmental relations is not hierarchical. Each
sphere is “a distinct government in its own right, each accountable to its own
elected legislature or council” (South Africa, National Treasury 2001a). This
structure was created at the end of the apartheid era against the backdrop of
fundamental political and socioeconomic change.

The new intergovernmental fiscal system would have to help address poverty
and inequality and ensure the nonwhite majority gained access to public services.!
The new intergovernmental framework had to be fused onto the inherited fiscal
system, which was highly centralized but racially divided. At the peak of apart-
heid, in 1975, social spending on whites was approximately 8.5 times greater
than spending on blacks (van der Berg and Moses 2012). Public funds and ser-
vices were administered inefficiently through racially dedicated departments.
Oversight and accountability were also inadequate, which contributed to high
fiscal deficits and debt. This context set South Africa apart from the many other
countries that have sought to decentralize their fiscal systems.

South Africa needed a quick and substantive move to a more decentralized
and racially integrated fiscal system. Under the Interim Constitution, a commis-
sion was established in 1993 to determine the number and boundaries of a new
provincial tier of government.

The transition to the new three-sphere system began in April 1994, when
the four provinces and nine black homelands were reorganized into nine new
provinces.Z In November 1995, 1,100 local governments were reorganized

The author is a former Program Leader at the World Bank. This chapter benefited from extensive
interviews with current and former government officials as well as from comments by Lili Liu, Lead
Economist in the Governance Global Practice of the World Bank.
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into 843 transitional municipalities by combining the black and white areas.
A final phase of transition occurred in December 2000, when municipalities
were consolidated into 286 local government units, comprising 8 single-
tiered urban metropolitan governments (Category A Metros) and 232 pri-
mary municipalities (Category B Local Municipalities) falling under 46
district municipalities (Category C District Municipalities).

Today the provincial and local government spheres implement more than half
of general government spending, up from just under a third two decades ago.
This chapter tells the story of how this transformation was achieved.

The Policy Challenge

In the negotiations on the new constitution, the African National Congress
(ANC) initially resisted a decentralized system (ANC 1993). It saw centraliza-
tion as necessary to deracialize the fiscal system and promote redistribution,
explains Tania Ajam, a Commissioner at the Financial and Fiscal Commission
(FFC). “However, other political parties, especially the National Party (NP) in
Western Cape, and the Inkatha Freedom Party (IFP) in Natal pushed for a
decentralized system motivated by the prospect that they could control fiscal
resources in places where they would likely win the vote,” she adds.

In 1993 the multiparty negotiating forum for the Constitution determined
that the final Constitution (adopted in 1996) would create provinces with
elected assemblies.2 F. W. De Klerk called the creation of these provinces “one of
the Constitution’s great compromises. On one hand, [the provinces] were not
nearly as strong as the IFP, the NP and the Democratic Party wanted; on the other
hand, they provided much greater devolution of power to the regions than the
ANC originally advocated” (quoted in Makgetla and Jackson 2012). The decision
to create a unitary but highly decentralized system was thus ultimately political.
Economic and fiscal considerations were secondary to the political imperative to
end apartheid and halt civil unrest.

The key policy challenge was then how best to devolve and democratize
power from a highly centralized and racially biased system while expanding ser-
vice delivery and safeguarding macroeconomic stability. “The policy challenge
was to take a system where most powers were vested at center or national level
and recast it into one where powers and functions were more devolved,” recalls
former minister of finance Trevor Manuel.

The 1996 Constitution finalized the intergovernmental framework in a way
that sought to address South Africa’s unique context. The framework envisaged
cooperative intergovernmental relations within a unitary state, to be guided by
three core principles:

1. Cooperation. All three spheres are envisaged as “distinctive, interdependent,

and interrelated” and are obliged to cooperate, negotiate, and assist one
another to strengthen capacity. According to Roelf Meyer, an NP negotiator
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of the Constitution, the notion of cooperative framework was inspired by
Canada’s experience.

2. Equitable revenue sharing. Revenues are largely raised nationally, but Section
227 of the Constitution entitles the provincial and local spheres to an uncon-
ditional equitable share of revenues to provide basic services and perform
assigned functions. It requires allocations to be determined annually, taking
into consideration the recommendations of the constitutionally independent
FFC. The split has to recognize varying fiscal capacity, development needs, and
economic disparities.

3. Transparency and accountability. Each tier has clearly defined powers and
responsibilities, and budgetary processes are constitutionally mandated to pro-
mote “transparency accountability, effective and efficient public management.”
The Constitution grants limited power to the central government (via the
National Treasury) to intervene in subnational affairs and stop transfers when
there is a serious and persistent failure to carry out executive obligations
(South Africa, National Treasury 2011).

The Constitution also created a bill of rights, with profound implications for
government spending obligations and responsibilities in the new intergovern-
mental system. It established citizens’ rights to adequate housing, education,
health, and social services. Pressure to quickly broaden and scale up access to
essential government services was riding high, but fiscal space was very con-
strained. In 1994 the general government fiscal deficit was 8.3 percent of gross
domestic product (GDP), public debt was 41.3 percent of GDP, and South
Africa was perceived to be at risk of a fiscal crisis.

The mandate to deliver public services would fall largely to the subnational
spheres. Education and health are concurrent responsibilities, shared with the
provinces, while basic services such as water and sanitation are shared between
all spheres. Policy formulation and funding occur at the center and implementa-
tion at the subnational spheres in South Africa’s version of the German system
of overlapping jurisdictions (Wittenberg 2006).

The government would essentially have to implement the new intergovern-
mental fiscal system flying blind and to do it immediately with no time to
prepare. In the dying years of apartheid, when ANC officials unofficially met
their Finance (and State Department?) counterparts, “it became abundantly
clear that the existing budget system was opaque and fragmented and biased
towards racially determined expenditure and not suited to the needs of a
democratic system,” recalls Ismail Momoniat, deputy director-general of the
National Treasury. The government lacked a clear picture of the total budget,
actual outlays, service delivery needs, staffing, assets, and pension liabilities.
It essentially had to implement two reforms in parallel, the modernization of
the opaque budgeting system and the decentralization of the budget system, to
meet the new intergovernmental arrangements initially set out in the Interim
Constitution and finalized in 1996.
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The government was left with little choice but to move ahead with the new
intergovernmental fiscal system and prepare the 1994-96 budgets. “Waiting for
better information was not an option; any delay in implementation could have
led to legal challenges,” notes Momoniat. The old national, four provincial, and
nine Bantustan budgets were realigned into ten (one national and nine provinces)
“using the previous year’s estimated outturns plus an increment for inflation and
an estimate of what basic service delivery needs could be funded.” Functions
were inevitability underprovisioned, and policy decisions were made without
knowing their true financial implications.

Financial problems began to surface in 1996, when the government agreed
with the unions to unify the provincial and national civil service.®> The 1997/98
budget, in which provinces received their first equitable share, inevitably under-
estimated their wage costs. With the reporting system unable to detect the large
deficits emerging, midyear corrective action was not possible. Provinces such as
the Eastern Cape, KwaZulu-Natal, and the Free State went into fiscal crisis
(South Africa, National Treasury 2005) as they overspent their budgets on per-
sonnel expenditure. At the municipal level, the councils in the Greater
Johannesburg Metropolitan Municipality rolled out ambitious spending plans
without adequate financing, assuming that the shortfalls would be offset by
surpluses of other councils (Brown, Motsoane, and Liu 2013).

Addressing the Challenge

The objective of the reform of the intergovernmental framework was to devolve
more fiscal responsibility, in order to promote a democratic, racially integrated,
and prosperous society. However, a balance had to be struck. As the experience
of 1994-96 showed, central control was needed to safeguard macroeconomic
and financial stability. Against the backdrop of great regional variability in pov-
erty and inequality as well as gaps in service delivery, there was also the need to
ensure transformation and economic development.

Developing a System for Policy Coordination, Policy Making, and

Consensus Building

“Between 1994 (when the Interim Constitution applied) and 1996, when the
final Constitution was agreed, the new intergovernmental system had to be
implemented almost immediately with little time for the new government to
prepare and plan for it. We started with huge asymmetries in expenditure—
the bulk of which was racially defined—and the expenditure had to be recom-
piled and reallocated in order to produce even a baseline budget for the new
intergovernmental system,” explains Trevor Manuel.

Starting as the new minister of finance in April 1996, Manuel and his staff at
the National Treasury prioritized three overarching objectives as they imple-
mented the new intergovernmental fiscal framework, according to Momoniat.
The first was to modernize the budgeting system and introduce a multiyear
budgeting system to enable better planning. The second was to make the budget
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a more participatory process where the outcome would be more broadly
accepted. To do this Manuel took all major decisions concerning the budget to
the Cabinet, set up the Ministers’ Committee on the Budget (MINCOMBUD)
to involve a committee of ministers, and consulted with provincial Members of
the Executive Council (MECs). This was done to ensure that the budget was
driven by policy objectives and not a mere bean-counting exercise. This links to
their third objective, which was to insist that all policy proposals in the Treasury
had to be done via memos, which had to be of the highest quality and finally
approved by the deputy general or minister. This helped establish a culture in the
Treasury that lives to this day to ensure that all processes have integrity and are
properly approved.

To bring this about Manuel quickly reached out to his provincial counterparts.
The alliance he formed with them, nicknamed “Team Finance,” would be a criti-
cal stepping stone in realizing the Constitution’s vision of cooperative gover-
nance between the different spheres of government. He saw the potential of
empowering the MECs—the provincial premier and other provincial line
ministers—to become a force for good. While at the Department of Trade and
Industry (DTI), he had established the first Minister and Executive Council
Meeting (known as a MINMEC), made up of the line minister and the nine
provincial MECs, to talk through issues, take joint responsibility, and streamline
operations. He sought to replicate this mode of coordination for fiscal policy.

Team Finance would be “apartisan, not about politics but consensus,”
recalls Cole. Manuel made it clear that “in this we work together.” “It was all
about sharing problems,” explains Jan Hattingh, chief director, Local
Government Budget Analysis, at the National Treasury. “It created an envi-
ronment where ministers and MECs could talk about real fiscal problems and
policies.”

Officials from the Western Cape Province also recall how provincial policy
makers embraced Team Finance. The initial Finance MECs were very committed
to it: they respected calls for prudence in spending and backed Minister Manuel’s
position. Harry Malila, deputy director-general at the Western Cape Provincial
Treasury, saw that “Manuel took the provincial MECs very seriously. There was a
sense among them that compromises in policy making would have to be reached
in the interest of the country.”

Looking back we see that, “Manuel was quick to realize that the new system
of concurrent functional responsibilities would not work if the Department of
Finance just carved off the revenue required by subnational governments to
implement their responsibilities,” explains Neil Cole, director of the Collaborative
Africa Budget Reform Initiative (CABRI). “There needed to be full consultation
and coordination between the three spheres in setting policy priorities, designing
policies, budgeting, implementation, and reporting given the separation of policy
and expenditure implementation responsibilities in the Constitution to make the
new system work,” recalls Derek Powell, former deputy director-general of the
Department of Provincial and Local Government (DPLG), which later became
the Cooperative Governance and Traditional Affairs Department (COGTA).
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The fact that Team Finance was operating before the 1997 Intergovernmental
Fiscal Relations Act (IFRA) suggests that finding informal mechanisms that build
institutional effectiveness matters as much as the formal legal framework. The
IFRA formalized Team Finance as the Budget Council for the Provinces. The act
thus gave powers beyond informal consultation to the gatherings of the minister
and the nine MECs, and this had an important persuasive effect on participation
and decision making. The IFRA specified who would sit on the council, what it
would discuss, and how often it would meet. The IFRA also sought to mimic the
Team Finance process at the local government level where it created the Budget
Forum, a coordination mechanism between the Budget Council and the munici-
pal sphere via their formal representative organization, the South African Local

Government Association (SALGA).

Promoting Common Purpose and Evidence-Based Decision Making as a
Means of Overcoming Political Obstacles

Regular meetings, open discussion, consultation grounded in data, and a focus on
problem solving fostered “common purpose and trust, helping overcome poten-
tial political obstacles,” according to Manuel. The Finance MINMEC, which only
later became colloquially known as “Team Finance” and subsequently the Budget
Council, held at least four meetings a year. In his thirteen years as minister of
finance, Manuel never missed a meeting, signaling strong commitment to the
process. The Finance MINMEC/Budget Council set aside three days a year to
drill down and understand fiscal trends.

Manuel’s idea was that, instead of forming alliances along party political lines
(with, for example, an ANC caucus), it would be better to operate as a govern-
mental structure and be open—an approach emphasized under the Mandela
government of National Unity but that continued even after the NP had left it.
To avoid relying solely on the “political will” of opposition MECs from KwaZulu-
Natal (IFP) and the Western Cape (NP), it was important to establish the impor-
tance of institutions with evidence-based policy and data as a reference point for
discussions. It was not enough just to bring together political heads; there was
also a need for technical staff to collaborate. Manuel understood the interface
between the political and administrative layers of government, and the critical
role that both had to play in the budget and treasury processes.

Reflecting his understanding of this interface, Manuel empowered National
Treasury staff to form a Technical Committee of Finance (TCF) to prepare
inputs ahead of these high-level meetings. At the sector level, MINMECs
(also called Joint MINMECs because they brought MECs of finance together
with the ministers of the relevant sector) and supporting 10x10s (technical
committees that comprised nine provincial and one national sector expert,
plus their finance counterparts) were created. Andrew Donaldson, who
joined the new Fiscal Analysis Unit of the Department of Finance in 1993,
explains that there was “real commitment on the part of finance officials to
work with provincial counterparts.” Manuel also created space for his own
senior managers to put issues on the table every two weeks.
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The TCF used actual budget outcomes to promote evidence-based discus-
sions. In preparing the 1997/98 budget, Team Finance and the TCF visited each
province to compile data on expenditure outturns and forecasts. Each visit cov-
ered three provinces and lasted three days, and the process was repeated three
times. Discussions could be robust. “The competent National Treasury team
often clashed with provinces, which did not want the center to know what they
were up to,” explains Manuel. Still, at the end of each visit, Manuel made a point
of personally briefing the provincial premier. Manuel and the Treasury officials
visited provinces with weaker capacity more frequently.

“The sense of consultation throughout this process was important to give the
intergovernmental process impetus,” notes Manuel. In October of every year,
before the budget was finalized, the Cabinet invited the premiers of the nine
provinces to an extended Cabinet meeting at the Union Buildings, where the
allocations for the following year were shared with them so that they could begin
their budget processes. This extended meeting at the level of Cabinet was the
only arrangement for a sense of national or collective decision. According to
Malila, this process “afforded the provincial premiers and treasuries an opportu-
nity to raise their concerns and to achieve greater balance and certainty in their
allocations.” The data gathering and consultative processes “signaled strong com-
mitment to consultation; it also provided opportunity to share wisdom, develop
understanding of constraints, and troubleshoot emerging problems,” according to
Cole. “It also established the view that the province’s function was respected.”

Having anchored issues in data and evidence, “when the MECs of Finance got
together, the sense was that they needed to respond to the evidence before them
and not to speak a particular party’s political code,” notes Manuel. During these
meetings, there was often convergence between the largely urban provinces of
Gauteng (ANC) and the Western Cape (governed by the opposition NP) and the
rural provinces of the Eastern Cape (ANC) and KwaZulu-Natal (governed by the
opposition IFP) on issues. “This meant the ANC and an opposition party would
argue from the same perspective. This allowed for a calm to settle, and this calm
was an important precursor to the trust” that helped overcome opposition.

As a result of adopting inclusive consultation and use of evidence, “faced with
a united front in the form of ‘“Team Finance,’ the new macroeconomic stabiliza-
tion program proposed in 1996, the Growth, Employment And Redistribution
(GEAR) strategy, that envisaged the reduction in the overall budget deficit and
debt burden through measures to constrain spending including by downsizing of
the central provincial civil services, faced little resistance in the national cabinet,”
Donaldson recalls.

Promoting Mutual Accountability in Intergovernmental Fiscal Policy Making
One mechanism that helped foster mutual accountability for prudent policy
decisions across the spheres was the subnational revenue, or “equitable” share.
Every year the Cabinet determines the vertical share of national revenue that is
delegated to the subnational spheres, after statutory items such as debt service are
deducted. As a result, when Manuel engaged in national-level Cabinet discussions
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on the budget, he was held in check by the provincial MECs, who looked to him
to fight for their share. Once the equitable share was determined, MECs were
accountable to one another because expenditure overruns were generally funded
out of this envelope, implying less for other provinces (common pool problem).
This mechanism worked to make each MEC accountable to his or her eight peers
as much as to the National Treasury.

Manuel points to social assistance, initially the responsibility of the provinces,
to illustrate. Some provinces faced large expenditure overruns as they expanded
access to social assistance payments too rapidly (unfunded mandates). Manuel
recalls the MEC for Social Protection in one province taking the stance that fis-
cal responsibility was not its obligation. This stance created enormous tension,
and the issue was brought to Team Finance to solve. Manuel convened a “bilateral
Joint MINMEC,” where Team Finance and the TCF met with the national and
provincial departments of social development. The meeting was an opportunity
to export Team Finance’s sense of shared fiscal responsibility to a line department
function. The deliberations and the recommendation of the FFC to establish
a national-level social security agency resulted in the decision to make social
assistance a national competence (see chapter 7).

Integrating the Subnational Spheres into Budget Processes

The new subnational spheres had to be integrated into the budget process, which
itself needed fundamental overhaul. Between 1994 and the creation of the
National Treasury in 2000/01, fiscal policy was divided between the Department
of Finance (charged with revenue collection and the macro framework) and the
Department of State Expenditure. The budget was an annual input-based exercise
with inconsistent accounting practices. It was compiled with little consultation
outside the two departments. There was no in-year reporting; outcomes were
available with lags of years.

Minister Manuel took bold action. Momoniat recalls Manuel saying that his
first budget would be a three-year budget, and it was: “He did not accept
excuses, and in some sense he created an unrealistic target that was music to the
ears of those who were new to the department and wanting to reform the bud-
get process.” It also helped that the multiyear budget was a key reform proposal
forwarded by the ANC as it prepared to take power, championed by Manuel
and the Treasury, and the three-year Medium-Term Expenditure Framework
(MTEF) was first piloted in Gauteng a year before it was rolled out. The MTEF
exemplifies how strong political will, a “clean slate” of officials with no vested
interest in the old processes, and strong support created the conditions for bold
reform.

The MTEF brought an unprecedented degree of predictability to the revenue
sharing and spending allocations for the new spheres, recalls Malila. According to
Cole, “From its initiation the MTEF promised things that were able to be deliv-
ered, it never promised what it couldn’t afford.” The MTEF was based on cautious
assumptions, which meant that there was little deviation between forecast and
actual revenues shares going to the subnational spheres. The marked-over
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expenditure of 1997/98 was reversed and stabilized with an overrun of less than
2 percent in 1998/99, the first year of the MTEF (Félscher and Cole 2004).

However, in its first year of full implementation, the MTEF faced a crucial
test. The Asian crisis struck, and budget revenues underperformed relative to
targets. The shortfall could have killed the new MTEEF, according to Donaldson:
“A decision was taken to use the contingency allocation and move the impact
of the shock on expenditures to the outer years of the MTEF rather than cut
allocations.” This measure preserved the spending allocations to provinces and
cemented the credibility of the MTEF. “It demonstrated to the subnational tiers
that they could plan on the basis of their projected allocations. It established
trust,” said Donaldson. Also critical were the facts that macroeconomic stability
was preserved and the reforms implemented as the South African Revenue
Service (SARS) consolidated and broadened the tax base (see chapter 3), allow-
ing the budget and expenditure reforms to take place. But the centralization of
revenue collection at SARs was also a practical acknowledgment that the
national government would be more efficient in collecting taxes given the large
gaps in capacity and income levels across the provinces.

“It was also possible with the MTEF to show how the rollout of new policies,
such as the child care grant, would proceed—first covering all children under the
age of six and progressively older children,” explains Cole. Delivery on these
funding promises “established the budget process and MTEF as one; there was no
other game in town,” said Cole. The 2003 Division of Revenue Act extended the
three-year MTEF framework to the municipal sphere. It published the alloca-
tions per municipality for the following three years and required that municipali-
ties prepare three-year budgets (South Africa, National Treasury 2003).

In retrospect, the MTEF did not fully support greater allocative spending
efficiency toward nationally agreed priorities and better service delivery by the
subnational spheres. Momoniat attributes this shortcoming to the unwillingness
to grant implementing units the same degree of predictability. Annual budgets
leave frontline staff without the predictability or flexibility to allocate resources
to address challenges on the ground.

At least in the Western Cape, implementing units’ budgets are prepared on a
three-year basis, according to Malila, but “ultimately the decision on how to allo-
cate transfers is, as set out in the Constitution, an executive one. Provinces have
the right to redirect funds to meet their priorities and needs.”

Promoting Accountability and Transparency in Budget Implementation
across the Three Spheres of Government

A key challenge of any intergovernmental system was ensuring accountability
throughout the three-sphere system, as required by the Constitution. “It would
not be enough to reserve accountability in the end to just the parliament and
provincial legislatures. By the time problems are heard in these bodies, they
would have festered too long,” explains Momoniat. “We also needed a more
proactive or ex ante system, with earlier points of accountability to enable the
government to deal with problems as early as possible. Hence an early warning
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system was introduced with monthly reporting and in-year monitoring and
accountability mechanisms.”

“The Public Finance Management Act (PFMA) of 1999 was a huge step for-
ward and a massive undertaking given the evolving intergovernmental system,”
argues Momoniat. Its premise was to “let managers in all departments and enti-
ties manage but to hold them to account.” The PFMA focused on outputs that
managers had to commit to achieving with their budgetary resources. It also
articulated the link between budget reform and the intergovernmental system. It
shifted responsibility for the management and use of resources from the center
to managers in spending departments and agencies of each sphere. At the same
time, it expected their minister or political head to monitor and hold them
to account for their performance, and for the legislature to hold the minister
and department accountable for the output they promised in their budgets.
In 2003 these reforms were extended to the local government sphere under the
Municipal Finance Management Act (MFMA).

The PFMA also had strong teeth to promote accountability. In the early days
“people were initially scared of the sanctions and took them very seriously,”
Momoniat recalls. In terms of the law, accounting officers could be found guilty
of financial misconduct and have disciplinary or criminal proceedings brought
against them. But in the absence of actual sanctions these clauses became less
effective in constraining behavior as the years passed. Equally important was the
role of the parliamentary committees. These committees were seen at the time to
be very demanding in ensuring performance by government officials and cabinet
ministers; there was a real sense that “if you did not deliver, there was trouble.”

Holding managers to account would require better data on budget implemen-
tation. Following the subnational fiscal crisis in 1997/98, the Cabinet instructed
the National Treasury to establish an early warning system on budget implemen-
tation. This reform was championed by Velile Mbete at National Treasury.
Hattingh recalls initially visiting the provincial treasuries to compile a simple
one-page summary of budget outturns—such was the extent of the data avail-
able. Monthly reporting on budget implementation was initially met with strong
resistance. However, once it was insisted on, subnational governments quickly fell
in line. This practice was then formalized in the PFMA, which required that
monthly revenue and spending information also be made public within 30 days
after the month end, so that all participants in the budget process, including leg-
islatures, could assess implementation performance during the year, not only after
the year end.

The Division of Revenue Act (DORA) and Intergovernmental Fiscal Review
(IGFR) were innovations that strengthened the monitoring of subnational
finances. The DORA, first prepared in 1998/99, fulfilled the constitutional
requirement that the division of revenue among the three spheres be equitable,
justifiable, and transparent and show how allocations compare with the FFC’s
recommendations. The IGFR was “a pathbreaker that changed the budget nego-
tiation dynamic between the spheres” according to Momoniat. “Provinces
would demand greater allocations for key functions like schools and hospitals,
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and the production of comparable statistics facilitated benchmarking and
helped identify costs drivers,” explains Malijeng Ngqaleni, deputy director
general of Intergovernmental Affairs at National Treasury. Western Cape offi-
cials agree that the IGFR allowed the National Treasury to exert greater
influence and resulted in improved policy design and implementation. In 2002
the IGFR expanded to include municipal finances, and in 2008 the IGFR was
split into a provincial review and a separate Local Government Budgets and
Expenditure Review (South Africa, National Treasury 2008).

Looking back, did the new public financial management framework aim
too high? As the annual reports of the auditor general show, most entities
failed to attain the standards. In retrospect, Momoniat believes, “we acted in
good faith and assumed all actors would be committed to improving service
delivery.... We thought it would suffice that if problems were brought to
light via this modern process, pressure via the legislatures or media and from
the electorate would bring correction.” In the last decade or so, however, the
ability of Parliamentary Committees to provide effective oversight has weak-
ened, in part reflecting party political pressures, which has made the commit-
tees less effective in holding the executive to account. Wendy Fanoe, chief
director, Intergovernmental Policy and Planning, National Treasury, argues
that, “ultimately in a system with concurrent expenditure responsibilities,
accountability blurs.”

South Africa’s electoral list system makes it difficult for citizens to hold politi-
cians to account, as the intervention by the National Treasury in Limpopo
Province in 2011 shows. Ajam and Fourie (2014) describe how, against a backdrop
of inadequate provincial legislature oversight, the unstable political-administrative
interface in Limpopo resulted in political appointments that created capacity
problems and undermined incentives for corrective action. This challenge also
occurs at the parliamentary levels, where members of parliament (MPs) are
elected from a party list system that makes it difficult for their constituencies to
hold them to account, as assumed in the PFMA.

Funding the New Intergovernmental System to Foster Incentives for

Fiscal Discipline

The 1993 Interim Constitution anticipated that the provinces would be funded
largely through unconditional transfers. The spatial skewedness of the tax base
made it impossible to decentralize revenue-raising powers without exacerbating
inequality. However, as Ajam recalls, “there was huge uncertainty and lack of
information to design the funding apparatus.... So instead of detailed intergov-
ernmental fiscal design codified inflexibly in the [final] constitution, a process
and an independent consultative institution, the FFC, were created.”

Inspired by India’s Finance Commission, the ANC’s 1993 Regional Policy
Document envisaged an independent commission staffed by a full-time secre-
tariat.8 The Interim Constitution conceptualized the FFC as a consultative body
of technical experts to advise the executive and legislatures on the revenue-
sharing process. Each province nominated a public finance expert to represent its
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interests, and the national government nominated nine experts. In 2001 the FFC
was transformed into an independent expert commission (Ajam 2014).

The exchanges between the FFC and the National Treasury show how ten-
sions between the desire to devolve more responsibility and sustain fiscal disci-
pline were resolved. The FFC’s first report recommended that the vertical split
of revenue keep the national share constant while allowing the provincial share
to grow over time (Financial and Fiscal Commission 1996). Donaldson explains
why this proposal was rejected. “International experience clearly showed that
centrally determining the pool of resources to be shared in line funding con-
straints was the best way to preserve macro stability.” The FFC and the National
Treasury agreed that debt service and a contingency reserve should be “taken off
the top,” but the vertical revenue split among the three spheres remained a
“political judgment” made by the Cabinet but informed by the MINCOMBUD
and the Budget Council to reflect policy priorities. This view prevailed, reflecting
the desire to retain fiscal discipline.

Turning to the division of revenues within each sphere, the FFC advocated a
formula-driven costed-norm approach to replace the system of ad hoc transfers
and meet the requirements of the Constitution.Z The 1998 and 2001 FFC reports
recommended a division based on a transparent formula that would incorporate
provincial demographics to approximate need and tax capacity (Financial and
Fiscal Commission 1998, 2000). In 2000 it recommended that the revenue-
sharing formula be based on nationally mandated norms and standards linked to
the delivery of basic public services (Financial and Fiscal Commission 2000). For
the municipal sphere, an equitable share formula was introduced in 1998/99. The
formula largely reflected the poverty profile of localities, as it aimed to ensure
that low-income households in all municipal jurisdictions received access to basic
municipal services (South Africa, National Treasury 2000).

A transparent formula that uses demographic and economic profiles of the
provinces to allocate revenues between the provinces and a formula that aims to
reflect the costs of the provision of basic services by the municipal sphere are
now detailed annually in the DORA. However, the National Treasury rejected
a costed norms approach, lest it create incentives to escalate costs and reduce
efficiency. “The consequence of this decision was all too predictable,” notes Ajam.
“In the absence of norms, provinces could not be held to account for how they
delivered their functions.” Perhaps more important, argue Momoniat and officials
from the Western Cape, is the fact that national line ministries did not establish
norms and standards for their service delivery, missing the opportunity to use
their monitoring powers to force change.

The taxation power of the subnational spheres was another area of diverging
views. The Constitution limited the taxation powers of the provinces to a flat
surcharge on personal income. To strengthen the link between provincial tax
and expenditure decisions, the FFC recommended phasing in this surcharge,
coupled with an offsetting reduction in the national share. Momoniat describes
the trade-offs the center saw: “Making additional own-resources available to the
provinces that had yet to develop the capacity to budget and spend efficiently
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would have led to waste and could have delayed vital public finance manage-
ment reforms: expenditure management and accountability needed to precede
tax assignment.... Provinces would have first to demonstrate their ability
to deliver efficiently, but already in 1998/99 many were underspending their
budgets and not collecting their existing service fees.”

The Budget Council sought a second opinion from the Katz Tax Commission.
This commission cautioned against such a move, citing weak and uneven tax
capacity and weakness in national tax administration. Subsequently, the govern-
ment developed the Provincial Tax Regulation Process Act (2001), by which
provinces can apply to the minister of finance to levy taxes. After considering the
input of the FFC, the minister of finance can approve or disapprove the tax. If
approved, other provinces need only pass legislation. As of 2015, only the Western
Cape had applied (to levy a fuel tax, in 2005); its application was rejected.

The 1997 fiscal crisis in the provinces provided an opportunity to demonstrate
the center’s commitment to enforcing hard budget constraints. The Eastern Cape
was unable to pay pensions, but the center did not provide funds (Wittenberg
2006).8 In 1997 the MECs agreed that provinces would not borrow until a
borrowing framework was developed (South Africa, National Treasury 2001a).
This informal rule remained until the 2004 borrowing guidelines were issued
(see South Africa, National Treasury 2005, which describes these guidelines).

Another principle established by Manuel was to insist that provinces pay over
all their national taxes due, as governments must lead by example and pay all
taxes due. Some provinces had not paid the pay-as-you-earn (PAYE) tax?
withheld from their employees; Manuel insisted that they pay all money owed,
and he established a system where provinces could not renege on their tax pay-
ments to SARS. However nontax payments continue to be an area of contention
between the three spheres.

In the local government sphere, the national and provincial Gauteng govern-
ments forced a tough restructuring without a bailout on the greater Johannesburg
metropolitan municipality.l? In light of this experience, the 1998 White Paper on
Local Government recognized the need for a municipal borrowing framework
(Department for Provincial Affairs and Constitutional Development 1998). In
2000 the Framework for Municipal Borrowing and Financial Emergencies explic-
itly ruled out central government guarantees and the powers of provinces to
intervene. The MFMA (2003) elaborated the framework. In line with the
Constitution, it explicitly restricted long-term borrowing by municipalities to
capital expenditure, defined debt broadly to include contingent liabilities as well
as explicit debt, and clarified the roles of the three spheres and the courts in inter-
vening in municipalities that are in financial stress, which was clearly defined as
failing to pay creditors or provide basic services (Brown, Motsoane, and Liu 2013).

The Challenge of Creating New Administrations

New administrations had to be forged from the old apartheid structures, and the
workforce had to be racially transformed. Provinces such as the Western Cape,
KwaZulu-Natal, and Gauteng were formed from the four old provinces and

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8

25


http://dx.doi.org/10.1596/978-1-4648-0768-8

26

Developing an Intergovernmental Fiscal Framework

inherited their old administrations. Other provinces, such as the Eastern Cape
and Limpopo, were pieced together from various homelands.

To illustrate the challenge the creation of these new administrations posed,
Momoniat takes the example of education in the Eastern Cape. “The new prov-
ince merged the staff, assets, and administrative processes from part of the
Department of Education of the erstwhile Cape Province (a white-only education
system), the education departments of the Coloured and Indian communities,
the African departments of education from the Transkei and Ciskei Bantustans,
and the Bantu education department for townships like Port Elizabeth.” The
homeland bureaucracies had been run along systems of patronage under apart-
heid. Merging the different cultures while trying to retain and build skills and
make the workforce more diverse was to prove an enormous challenge.

In the transition, the old bureaucracies demanded and received time-bound
employment guarantees. In 1996 the unions and government agreed to unify the
civil services of the national and provincial level under the Public Service
Employment Framework.l! Backlogs of promotions were addressed through
automatic promotion; and wage scales, which had differed by race across the dif-
ferent administrations, were merged. To give just one example of how large the
wage gap could be (which also varied by location), Manuel recalls that an African
female teacher in the Transkei earned only 45 percent of the salary of a white
male teacher. The differentiation in pay scales by gender and race was clearly
untenable in the context of equal pay for equal work. At the same time wage
scales were merged, employment in the health and education sectors also
expanded, to try to address service delivery backlogs.

The wage bill exploded. Overall personnel spending rose by 11.3 percent in real
terms in 1996/97 (South Africa, National Treasury 2001a), “but even this is likely
to be an underestimate, given the absence of any detailed retrospective accounting
of the actual cost,” notes Momoniat. Faced with the need to demonstrate progress
in the racial transformation of the civil service and restore fiscal finances to a more
sustainable trajectory, in 1998 the government offered generous buyouts and
pension plans to reduce the workforce after the employment guarantees had
reached sunset or expired. In 1999 the Western Cape shed about 8,000 teachers;
it was only in 2014 that the number of teachers returned to 1998 levels.

This restructuring of the civil service compounded capacity problems at the
subnational level. Although the 1998 package facilitated the transition to a more
deracialized workforce, it hollowed out midlevel management, particularly at
the provincial level, according to Donaldson. The problems of weak capacity
were particularly severe in provinces created from the old homelands, where the
exodus of experienced staff was greater. These capacity constraints have had long-
lasting implications on the quality of public service delivery in these provinces.

Sequencing Reforms in Order to Build on and Learn from Experience

The development of the intergovernmental system was more a process than an
event that ended with the agreement on the Constitution (South Africa, National
Treasury 1999). South Africa did not enjoy the luxury of carefully designing
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and sequencing the devolution of fiscal powers to subnational governments.
Constitutional requirements held the process to a very tight timeline. Policy
makers had to move on many parallel fronts.

The Constitution created the broad scaffolding of the new intergovern-
mental system, but its construction moved in smaller steps, often prompted
by the need to find solutions to emerging problems. Legislation was designed
in light of such experience and then rolled out progressively to the differ
ent spheres. Figure 1.1 presents the key mileposts along this journey. Many
initiatives, such as the Budget Council, and monthly budget implementation
reporting, started informally or on an experimental basis before becoming
formalized. When experience revealed problems, as in the case of social
assistance, changes were made.

Such an incremental approach to reforms provides scope for solutions and
improvements to develop to country contexts over time in the light of actual
experience, as Andrews (2013) emphasizes. The PFMA was enacted in 1999, and
implementation was phased in over five years. It applied only to the center and
the provinces. The appointment of chief financial officers, internal audit com-
mittees, and monthly reporting were prioritized. Measurable program objectives
were introduced later.

At the local government level, the MFMA marked the culmination of learning
from the PFMA process and extensive consultation to ensure the right balance
between the municipal autonomy granted by the Constitution and the central
government’s obligation to ensure fiscal sustainability. It took two years to
develop the basic financial management framework (1998-2000), a year for
Cabinet approval (2001), and an additional two years of parliamentary debate,
including 41 committee hearings and three versions of the bill, before the neces-
sary constitutional amendments and the final MFMA were enacted in 2003
(Brown, Motsoane, and Liu 2013). Since then, the National Treasury has focused
on strengthening municipal budgeting and reporting practices (through, for
example, the 2009 Municipal Budget and Reporting Regulations) and treasury
and cash management.!2

Results Achieved

By 2000 the provincial and local spheres began implementing a rising share of
the budget, which itself saw an increasing share of spending devoted to educa-
tion, health, and social assistance. Today the intergovernmental fiscal system is
characterized by a high degree of decentralization in spending functions. The two
subnational spheres implement more than half of total general government
expenditure (table 1.1).

This transformation was achieved while safeguarding fiscal stability. The over-
all budget shifted from a deficit of 8.3 percent of GDP in 1994 to a surplus of
1.3 percent of GDP by 2008. The gross debt burden of the general government
fell from just shy of 40 percent of GDP in 1993 to a low of just over 25 percent
of GDP in 2008. The 2008/09 global financial crisis, the subsequent slowdown
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Figure 1.1 Key Milestones and Evolution of Subnational Spending Share In Total Spending
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Table 1.1 Intergovernmental Budget Relations, 1994 and 2013

1994 2013
General government revenue/  Percent of ~ General government revenue/  Percent of

Item consolidated expenditure GDP consolidated expenditure GDP
Revenue 100.0 255 100.0 327
Center 84.6 21.6 824 269
Provincial 4.8 12 1.2 04
Local 10.7 27 16.5 54
Expenditure 100.0 339 100.0 358
Center 64.6 21.9 46.0 16.5
Provincial 254 8.6 32.1 11.5
Local 10.0 34 22.0 79
Balance - -83 - -3.1

Gross debt - 394 - 403

Source: 2013 Government Finance Statistics compiled by the South African Reserve Bank.
Note: GDP = gross domestic product; — = negligible.

in growth, and the use of countercyclical fiscal policies to support the economy
caused the overall deficit and debt burden to rise subsequently. The slowdown in
revenue growth also placed pressure on the finances of all three spheres.
Nevertheless, many of the people interviewed for this chapter maintain that
retaining macroeconomic and fiscal stability while creating the new intergovern-
mental fiscal framework was perhaps the greatest achievement of the reform
of the intergovernmental framework. The implementation of GEAR and the
establishment of macroeconomic stability even while the intergovernmental
system was evolving illustrated that when necessary the government was able to
implement difficult measures even if its actions were not popular.

Moving from the challenge of designing an intergovernmental architecture to
delivering public services through it would prove a more complex problem. On
the one hand, access to power, water and sanitation, health, and education services
has expanded. Between 1994/95 and 2011/12, the proportion of households with
access to basic sanitation increased from just over 50 percent to 83 percent, and
access to a basic level of water supply rose from just over 60 percent to more than
95 percent of households (Presidency, Republic of South Africa 2014). Electricity
connections rose from about 50 percent to about 86 percent of households by
2013/14. On the other hand, the quality of services remains problematic, and
several of these services are provided via state-owned enterprises that are outside
the intergovernmental system and are themselves facing financial difficulties. The
number of service delivery protests ballooned, reflecting growing dissatisfaction
with the quality of services and perceptions of corruption and inefficiency.12

In the context of slower revenue growth after the 2008/09 financial crisis, it
is important to ensure appropriate spending prioritization, effective and efficient
service delivery, and good governance. As a whole, the local government sphere
is less fiscally dependent on the center for transfers than is the provincial sphere.
Just over two-thirds of municipal expenditure is covered by own-revenues from
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power, water charges, and property tax. Local governments thus have greater
scope than the provinces to allocate resources to nonpriority items. In this con-
text, the sharing of responsibility for the local government sphere between the
National Treasury, COGTA, and the provinces has created coordination and
accountability challenges.

South Africa’s local governments face divergent challenges when it comes to
service delivery. Rural municipalities, which are home to the majority of South
Africa’s poor, have higher dependency ratios and a weaker economic base than
their urban counterparts. They face large imbalances between their limited rev-
enue capacity and high expenditure needs that reflect large service delivery
backlogs in water, sanitation, and power. But this picture is rapidly changing. By
2030 more than 70 percent of South Africans will live in cities, up from just over
half today (South Africa, National Treasury 2011). As the proportion of poor
people living in South Africa’s 8 metros and 21 secondary cities grows, urban
municipalities will face increased pressure to provide free basic services and
housing while expanding and refurbishing infrastructure (transport, schools) to
support economic activity. Urban municipalities generally have a poor record in
collecting user fees to cover the cost of the services they provide, and they face
massive spatial planning challenges, given the legacy of townships that housed
most of the population on the fringes of cities.

Joint accountability and a changing political dynamic also explain why some
problematic aspects of the intergovernmental system, such as inefficiency and
corruption, proved difficult to address. “The prevalence of joint or mutual
accountability within the intergovernmental with the TCF and Budget Council
at its pinnacle often makes it challenging to implement reforms” explains
Manuel. He uses the example of procurement to show these challenges. Initially
all procurement was centrally controlled under the State Tender Board. However,
under the new PFMA and Public Services Act, the emphasis shifted to allowing
“managers control over their resources.” Supply chain management was released
on a pilot basis, but departments at the national and provincial level seized full
control; Treasury tried in vain to try to take control back, but at that time political
considerations dominated. By the time the centralized compliance office for
procurement was eventually created, it was “closing the stable door truly after
the horse had bolted,” according to Manuel. Powell in turn sees the creation of
the Department of Planning and Monitoring at the Presidency and new medium-
term strategic frameworks as exacerbating the “joint decision-making trap,”
further undermining accountability.

The intergovernmental consultative process also struggles to develop solutions
to address the problems of service delivery and governance. There is a sense that
although the process was immensely successful in the formative years, political
commitment to it diminished over time. Cole believes an opportunity was
missed for the Budget Council, the Budget Forum, and the TCF to evolve into
systems that could warn of emerging financial problems, such as the problems in
Limpopo. “In many respects, these fora were the ideal place by which to gauge
whether policies and services were working on the ground and what follow-up
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would be required to address problems.” Legislative oversight via the various
parliamentary committees also weakened with time.

Hattingh shares his insight as to why commitment to the consultative process
weakened over time. “The third national election saw a complete turnover in
provincial MECs and key officials in national and provincial treasuries. It was like
a death.” Incoming politicians did not understand the “battles and chaos” that
gave rise to these mechanisms, and handovers were poor. In some sense, the
system was also a victim of its own success, offers Hattingh. “As public finances
became less restrained in the 2000s, focus shifted from consulting on problems
to how to divide additional revenue resources.”

At the municipal level, the fact that the Budget Forum has struggled to gain
traction was to some extent to be expected, reflects Fanoe. “It is more difficult
for very diverse municipalities to forge a common stance in SALGA, especially
against the backdrop of weak capacity. Likewise the MINMECs, which were
charged with coordinating functions like health and education, lacked the same
legal backing of the Budget Council and as a result often struggled to arrive at
decisions, particularly when sector ministers would get divergent orders from
national and provincial governments.”

Conclusions: Success Factors, Challenges, and Lessons Learned

At the end of apartheid, South Africa was in a unique reform space. Many coun-
tries that seek to decentralize fiscal structures often fail, because of the
far-reaching political, financial, and administrative requirements. The end of
apartheid, the backdrop of civil unrest, and South Africa’s new Constitution
generated conditions conducive to a high degree of change.

Several factors contributed to the success of the new intergovernmental sys-
tem in meeting its objective to decentralize fiscal functions while safeguarding
fiscal stability. The following four factors offer lessons to other countries that
are seeking to reform their intergovernmental systems. They can both guide
the reform agenda going forward and help policy makers in other countries
considering similar reforms.

First, leadership was strong but inclusive and broad based. Trevor Manuel’s
leadership was consultative, inclusive, and empowering; and it was critically
backed by two presidents who gave him authority and who supported the clear
differentiation between the roles of the administration that needs to govern and
those of politics and political parties. Manuel reached out to the new provincial
leaders, treating them as equals and earning their trust; and these leaders in turn
championed reforms in their own spheres and also held the line with their min-
isterial peers, helping maintain fiscal discipline. This approach created immense
buy-in to the new system, across spheres. Manuel lent considerable political
authority to the reform process, making bold decisions, such as the decision to
adopt the MTEF; and he used his position to champion the reforms needed
to cement the system. But there was also space for officials in National Treasury
to lead, experiment, and learn through implementation. Mindful of constraints
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in capacity and lack of information, policy makers often proceeded in small steps.
They remained open to local, as well as international, expertise. This approach
created space for policy makers to develop their own solutions, as witnessed with
the MTEF, budget monitoring systems, and changes in social security assighment
and the revenue-sharing formulas. Creating new institutional arrangements also
facilitated change. The FFC, Team Finance, and the TCF were new institutional
mechanisms that helped build institutional effectiveness. These mechanisms
empowered and connected experts across all levels, breaking down boundaries
and silos and allowing officials in all spheres to liaise, share knowledge, and
troubleshoot problems.

Second, leaders understood the interface between the political and adminis-
trative spheres and ensured that policy was shaped by evidence by focusing on
data and emphasizing problem solving to find practical solutions. Rather than
rigidly adhering to a doctrine of “federalism for the sake of federalism,” or to
political mantras, leaders were practical, as demonstrated by the decision by the
MEC:s to self-impose an informal ban on provincial borrowing. Reforms, such as
those in public finance management, were sequenced to give priority to measures
that ensured timely access to comprehensive data on budget implementation to
help support policy decisions. Substantial human resources were allocated to the
TCF. In the initial years, strong legislative oversight was provided by the various
parliamentary budgetary committees, in particular the Standing Committee on
Public Accounts.

Third, reforms need to take account of differences in administrative and eco-
nomic capacity, both across and within spheres. In many ways South Africa was
really two countries in one: some provinces and municipalities had greater
capacity and ability to function in a more decentralized system than others.
This divergence called for a more differentiated approach to reform than the
symmetric one adopted where reforms were applied to all provinces or all
municipalities at once. Better-equipped provinces or municipalities could have
proceeded more quickly in taking on greater responsibilities or bolder reforms,
while weaker ones required more intensive handholding and more simplified
reforms. By not taking account of the differences, policy makers failed to antici-
pate how some reforms, which entailed greater autonomy, made situations in
some municipalities worse.

Fourth, incentives were created to promote cooperation and coordination.
The fiscal crisis in Johannesburg and some provinces was used to demonstrate
that the central government would not provide bailouts. Incentives were
tilted toward fiscal discipline, minimizing the risk of “moral hazard,” whereby
subnational players try to offload the costs of their spending and borrowing on
others through bailouts. The “top slicing” of the subnational vertical share of
revenue also created incentives against free-riding by subnational players on the
common pool of national revenues. The three-year MTEF gave funding predict-
ability to the provincial and local government spheres, but the quid pro quo
was higher-frequency reporting. However, the experiences also show that dif-
ferent elements of the institutional framework need to be aligned and provide
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incentives in order to foster accountability. Overlapping or concurrent expen-
diture responsibilities, the electoral list system, and reliance on transfers rather
than own-revenue and the existence of state-owned enterprises outside the
system make it difficult to enforce accountability. Greater clarity on the issue
of concurrent responsibilities is badly needed to clarify which sphere is respon-
sible for policy design, implementation, and monitoring in each function so to
be better able to hold that sphere to account.

Some 20 years on, the intergovernmental system has not completely settled;
several challenges remain.

e First, although the new intergovernmental system contributed to broadening
access to public services, the quality of these services remains highly problem-
atic. While the auditor general has played a critical role in highlighting short-
comings in financial management, a key weakness in the current system is that
it does not assess nonfinancial performance of sector ministries where sector
experts, for example in education, would be better placed to assess the actual
quality of the public services delivered.

e Second, despite a strong legal framework, public financial management
remains weak, especially at the subnational level, where many entities fail to
receive a clean or even a qualified audit from the auditor general. In reality,
it is difficult if not virtually impossible to sanction nonperformance by offi-
cials. Few players are sanctioned for breaking the law. Thus, stabilizing public
financial systems is not enough because these systems also need to find
underpinnings in strong mechanisms that ensure accountability as well as
more medium-term strategic planning.

¢ Third, inefficiency and corruption in public spending remain challenges in part
because the divide between administration and the political system has weak-
ened. Political appointments to the administration have become more com-
mon, often overriding considerations of expertise. On the political front, it is
difficult to hold elected officials to account given the electoral system while
legislative oversight via the parliamentary oversight committees has weakened
and needs strengthening to become an effective check on budget implementa-
tion. All of this has undermined the public’s faith in the intergovernmental
system, leading to calls for greater centralization.

e Fourth, continued political commitment to consultation, cooperation, and
learning are needed to ensure continuity in reforms. The gradual erosion of
consultative processes and the production of data that occurred as the eco-
nomic and political landscape changed point to the need for continuous effort
to explain and justify reforms and to take steps to ensure effective documenta-
tion and handover as staffing and administrations change. The learning and
evolution of institutions to changing circumstances cannot stop if success is
to be sustained.
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In one respect South Africa’s experience may be less applicable to other
settings. The wide acceptance of the new intergovernmental system reflected
the fact that incoming officials were “clean slates,” highly committed to doing
the right thing, lacking exposure or vested interest in the old system.
However, the successes, challenges, and lessons from South Africa show that
it is possible to reform an intergovernmental system under very difficult cir-
cumstances but that such reform is complex. It involves many players,
demanding high levels of coordination and cooperation. It requires addressing
issues of fiscal policy design, public financial management, transparency and
accountability, capacity building, and, perhaps most critically, service delivery
to citizens.

Twenty years is a short time in which to build a new democratic intergovern-
mental system from old apartheid structures. Tensions remain between the short-
term expediency of relying on the central government to fix service delivery and
governance problems and the long-term need to build subnational capacity by
allowing local governments to develop their own solutions. Resolving them
will require recapturing the spirit of broad engagement and problem solving to
develop practical solutions.

Notes

1. The poorest 40 percent of the population accounted for only 11 percent of national
income, the wealthiest 10 percent for 40 percent (Momoniat 2001).

2. The apartheid structure consisted of four provinces: the Cape of Good Hope and
Natal (former British colonies) and the Orange Free State and Transvaal (former Boer
republics). The racially segregated homelands comprised Transkei, Bophuthatswana,
Venda, and Ciskei (autonomous) as well as Gazankulu, KaNgwane, KwaNdebele,
KwaZulu, Lebowa, and QwaQwa (partially autonomous). See Makgetla and Jackson
(2012) for information on how the new provinces were formed.

3. In 1993 South Africa adopted an interim constitution, which outlined the princi-
ples to which the final constitution had to adhere. For more information on the
constitution-making process, please refer to chapter 12 of this book.

4. The treasury function was initially shared between two departments in the national
government. The Department of Finance was responsible for the macroeconomic
framework, taxation, and financing. The State Department was responsible for allocat-
ing and controlling expenditure.

5. This implied that the government was required to pay uniform salaries at the higher
white civil service salaries, which resulted in a massive increase in personnel
expenditure.

6. The author thanks Philip van Ryneveld for this insight.

7. Sections 227 and 229 of the Constitution require that transfers to subnational tiers
take into account disparities in fiscal capacity and needs across provinces, but the
center cannot impose conditions on these transfers.

8. Between 1996 and 1998, the Eastern Cape, KwaZulu-Natal, and the Free State

were subject to Section 100 Constitutional interventions and Mpumalanga in 2001
(South Africa, National Treasury 2005).
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9. A pay-as-you-earn tax (PAYE) is a tax on employees’ income, usually withheld at source.

10. Section 139 of the Constitution requires the provincial government to intervene in
cases where a municipality fails to fulfill its obligations. See Woldemariam, Widner,
and Bacoon (2012) on the resolution of the Johannesburg financial crisis.

11. Municipalities were still in the process of being amalgamated, so their staffs were not
incorporated.

12. Examples include the Municipal Systems Improvement Grant to fund and build
capacity on financial management (Layman 2003); the National Treasury guidelines
on budgeting planning and measurement of service delivery (South Africa, National
Treasury 2000, 2001b); and strategic and annual performance plans (South Africa,
National Treasury 2010).

13. According to the Multi-Level Governance Initiative (2013), complaints reached an
all-time high in the first eight months of 2012, with more than 225 protests.
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CHAPTER 2

Increasing Budget Transparency

Neil Cole, Aarti Shah, and Gert van der Linde

Introduction

The transition to democracy in 1994 ushered in a new constitutional dispensa-
tion that changed the structure and distribution of power of the South African
state, with implications for the way in which public resources are managed. In
addition to integrating the formerly fragmented public finances of the apartheid
state and adapting to the new national, provincial, and local fiscal framework,
enhanced transparency and accountability have been central to the new dispen-
sation and its public finance management reforms.

South Africa’s public financial management (PFM) system has undergone
substantial reforms since the mid-1990s. Early reforms shaped macroeconomic
stability, improved revenue collection, realigned public spending, and sought to
improve the efficiency of resource allocations and effective service delivery. More
recently, the reform program has focused on strengthening governance and the
performance orientation of the entire PFM system.

The PEM reform program rolled out a new intergovernmental system that
requires all three levels of government to formulate and approve their own
budgets. It introduced three-year spending plans for national and provincial
departments under a Medium-Term Expenditure Framework (MTEF). It created
new formats for budget documentation that include a strong focus on service
delivery information. It moved toward functional budgeting and required depart-
ments to produce and table in Parliament timely annual reports that disclose
performance information. It also improved auditing and oversight practices.
Changes to the budget process have allowed stakeholders to deliberate on key
policy choices and on matching resources to plans rather than item-by-item cost
estimates (Folscher and Cole 2005).

Neil Cole is the Executive Secretary of the Collaborative Africa Budget Reform Initiative (CABRI), which was
housed in the National Treasury between 2004 and 2011; Aarti Shah is an adviser to Mr. Cole at CABRI; and
Gert van der Linde is a Lead Financial Management Specialist in the World Bank’s Global Governance
Practice. This chapter benefited from extensive interviews with current and former government officials
as well as from comments by peer reviewer Alta Félscher, consultant).
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Underpinning these reforms has been a commitment to improve the
timeliness, quality, and usefulness of information in the allocation and use of
funds at the national, provincial, and local levels of government. Equally impor-
tant has been the commitment to build and strengthen a public service that
adheres to a high level of accountability.

South Africa’s budgeting system went from being highly fragmented, with
opaque budget information, to being robust and credible, a world leader in terms
of provision of budget information. In 2010 South Africa was placed first on the
Open Budget Index (OBI), which is a ranking that is determined by the
International Budget Partnership, based on substantial reforms of the budget
process and publications, alongside commitments to equitable and sustainable
financing of the new government’s Reconstruction and Development Program
(RDP). In 2012 South Africa was placed second on this list.

Notwithstanding the Treasury’s impressive budget modernization program,
complementary policy coordination and management reforms across govern-
ment have been less impressive, making it difficult to assess the overall impact of
the budget reforms. Value for money is not as high as expected, and corruption
is increasingly presenting a problem.

This chapter traces how the improvements in budget transparency were
achieved over the 20-year period by examining the substance, intent, and
implementation of budget reforms. It examines the results from improved
transparency and the extent to which transparency has provided a basis for
accountability. The chapter concludes by exploring why, despite a much more
transparent budget system, the links between budgeting and policy implementa-
tion, including management responsibility, are yet to be fully developed. Lessons
are highlighted and reform priorities are identified.

The Policy Challenge: The Institutional Restructuring of the Budget

Since the advent of democracy, the context and impetus for budget and broader
public service reform in South Africa have been driven by the policy challenge of
providing more and better public services for all within a constrained fiscal frame-
work. The apartheid state delivered generous social benefits to white people, at
significant cost. The challenge the new government faced was to deliver services of
a similar standard to all South Africans, without dramatically increasing fiscal
resources through higher taxes or borrowing. It decided to equalize a range of public
service benefits and salary structures, while at the same time adopting an economic
stabilization package aiming at increasing tax revenues and reducing public debt.

In the 1994/95 fiscal year, public debt rose to about 47 percent of gross
domestic product (GDP), leaving very little room for the state to improve the
equity of public services (Folscher and Cole 2005). The only way the govern-
ment could achieve greater equity in spending was to understand the minute
details of all aspects of public spending, with two aims in mind. The first was to
identify the levers for moving resources from one service or area to another.
The second was to improve the quality and efficiency of spending.
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Transparency was a much-needed means to an end. Budget reform was
about shining a bright light on the spending record, in order to reform the
pattern and effect of public spending, for political ends. If, for example, the
government wanted to equalize resources across schools, it had to know how
much was spent on schools, what the money was spent on, and what the con-
sequences of shifting spending would be. Getting better value for money from
every rand spent would be important in improving the quality of services.
Without information, without transparency in the PFM system, these shifts
would not be possible.

The new government inherited an annual budgeting system that was highly
fragmented, with few links between policy, budgeting, and implementation.
Under the previous dispensation, public finances were organized into 14 separate
racial or territorial budgets.

The existence of homelands and self-governing territories inside South Africa
as well as racially divided service delivery departments complicated and obscured
spending patterns. The homeland of Bophuthatswana, for example, received a
block allocation from the budget of the Department of Foreign Affairs, some of
which it spent on education. Aggregating actual spending on education was a
time-consuming task because of different budget practices, large differences
between budgeted and actual spending, inconsistent accounting practices, and
fragmented financial management systems.

Another problem was that in the context of poor expenditure control and
high inflation under apartheid, deviations from budgeted expenditures were
often large. It often took years to ascertain how much was actually spent on a
service. In many respects, the public finance system was designed to hide rather
than show where resources were allocated.

The consolidation of the separate budgets for health or education or police to
correspond with the organizational restructuring of the state was therefore a
substantial undertaking. This could only be done through greater transparency
and a thorough analysis of the cost accounts.

To address the policy challenge of providing more and better public services
by changing the patterns and efficiency of expenditure, improvements in trans-
parency needed to achieve four objectives:

1. Open up the budget in terms of both information and decision making, in
order to create a legitimate process in which funds could by allocated horizon-
tally across sectors and vertically across spheres of government to deliver ser-
vices to all, with buy-in both within government and by external stakeholders.

2. Make the budget more comprehensive and broaden its coverage, in order to
facilitate management of the fiscal situation and change the pattern of expen-
diture. Achieving this objective required modernizing the way in which public
funds were managed.

3. Produce information in a meaningful manner for intelligent consumption
and analysis within and outside government, in order to facilitate better
management and accountability of public funds. Achieving this objective
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would be an important input in driving performance and improving the quality
of public spending.

4. Use transparency as a means to increase fiscal prudence. During the late 1990s,
provinces massively overspent their budgets (Friedman 2103). Clear budget
formats and in-year financial reports became tools to impose fiscal discipline
on the provinces.

As part of the transition to a post-apartheid society, South Africa quickly moved
from a fairly closed state to a more open democracy. During this period, there
was a global trend toward transparent budgets, new public management
approaches, and greater accountability. When former political activists entered
the Department of Finance after the transition, they lacked experience and
knowledge of the budget process and the numbers behind the budget. Getting a
better understanding of the numbers was part of the learning process.

Addressing the Policy Challenge

The principles of transparency and accountability are enshrined in South Africa’s
Constitution. They have guided the National Treasury in formulating the laws,
practices, and procedures that govern the management of public finances. As the
preface of the 1994/95 Budget Review notes, “More than ever before, there
appears to be an urge for expanded and detailed information on the Budget and
the processes that lead to budgetary and fiscal decisions, as well as an account of
the progress which the Government has made in achieving its goals of recon-
struction and development” (South Africa, National Treasury 1995).

Context of Reforms

Understanding the changing economic and political context since 1994 provides
depth to analysis of why transparency has been a critical feature of the PFM
reforms South Africa has undertaken.

Changes in the economic context. The economic context can be divided into
three periods (Naidoo 2014). During the first period (1994-2000), immediately
after the end of apartheid, growth was slow. Fiscal consolidation was a necessity,
both because growth was modest and because the apartheid government had
been fiscally profligate in its final years. Extending budget coverage and expendi-
ture reporting were tools to help increase fiscal prudence. The second period
(2001-08) was characterized by rapid growth (fueled by a commodity boom)
and significant increases in public spending, making allocation decisions easier.
The third period (2009-14) included the global financial crisis and significantly
slower economic growth. This period—coinciding with changes in the political
context—was characterized by a tighter fiscal envelope and greater contestation
over scarce resources. The contestation over resources necessitated even greater
transparency and more collective decision making.

Changes in the powers of and relationship between national, provincial, and
local levels of government. In the first few years after 1994, the government
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tried to build a system of cooperative governance among the three spheres.
Although national government always dominated the decision-making
process, provinces and local government were integrated into the process
through intergovernmental fora such as the Budget Council and the
Budget Forum, and parallel intergovernmental structures were established in
education, health, social security, and housing. In more recent years, the
cooperative governance institutions through which there was engagement
between national, provincial, and local governments have weakened and the
national government’s confidence in provincial and municipal administra-
tions has waned.

Substance of Reform

Commitment to the principle of budget transparency has not faced major
obstacles. It remained robust under the leadership of three successive ministers
of finance—Trevor Manuel, Pravin Gordhan, and Nhlanhla Nene. Various
reforms improved transparency.

The Early Years: Fiscal Consolidation and the Boom Period
Former minister of finance, Trevor Manuel, recalls how budgeting was conducted
in the early days:

In 1994 the Department of State Expenditure, where much of the number crunch-
ing took place, was fairly uniform in race and gender terms. It was an archaic institu-
tion that operated without (excel) spreadsheets, and at that time the Internet was
not well utilized. These guys used to sit around a table with square paper, and
they’d add down and across, all in pencil and each with an eraser until the numbers
added up. There was a manual vote register that they entered everything into,
because the old Exchequer Act required high levels of control and it was three
meters long. What we needed to do was modernize the process.

As it embarked on the modernization process, the new administration
recognized that it had inherited fairly robust financial management and payroll
systems, and a reliable capacity to maintain these systems and adapt them to the
changes in budgeting, chart of accounts, and the reporting requirements that
were implemented.

The opportunity to equalize service provision and reduce inequality deepened
public interest in fiscal management. The institutional changes to establish
three interdependent but distinctive spheres of government (national, provincial,
and local) were to have a major impact on the way public finances were
managed. The complex transition process required systematic explanation of the
changes and their effects on public finances, as well as the development
and presentation of comparable databases for the purposes of analysis and con-
sistent policy making. The shaping of the intergovernmental fiscal system was
one of the first instances in which policy and institutional changes provided
strong impetus to collect comprehensive and comparable budget information
and to make this information public. The preface to the 1994/95 Budget
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Review stated, “The annual presentation of a Budget is fundamentally an exercise
in public accountability” (South Africa, National Treasury 1995).

Among the very formal commitments the first African National Congress
(ANC) minister of finance, Trevor Manuel (1996-2009), made was to adopt the
spirit of the Constitution and the RDP regarding transparency in the budget
process and to break down secrecy. “I sought to decolonize the process. I didn't
have in classic Westminster style a locked Gladstone briefcase and the ritual of
unlocking the briefcase to deliver the budget in Parliament that had been a com-
plete secret to that point, as they do in many other countries.”

The first budget Manuel delivered, in March 1997, changed the way in which
the budget was communicated to the public. The budget speech became popular
because of the use of poetry, imagery, more accessible language, and local African
languages. “We wanted the budget to be owned by people,” says Manuel. For that
to happen, the National Treasury and Parliament needed to publish more com-
prehensive budget documentation, and analysts and the media needed to pore
over this information. Space also needed to be created for a consultative and
legitimate budget process.

In October 1997, Manuel tabled the first Medium-Term Budget Policy
Statement (MTBPS) in Parliament; it was a midyear statement on the policy
intention of government over a medium-term horizon. The budget tabled in
February 1998 was therefore the first Medium Term Expenditure Framework
(MTEF) that contained not just a broad top-down fiscal framework but also a
complete set of program breakdowns in a three-year framework, together with a
contingency reserve and macrofiscal projections. The enactment of the Public
Finance Management Act (PFMA) in 1999, and requirements for several new
budget documents, was a significant step in increasing transparency, openness,
and cooperative government.

In the 1997 statement, Manuel wrote, “For too long, budgets have been made
behind closed doors. These are important decisions, which affect all our futures.
We are publishing today the same information that is before Government as we
finalize the Budget. Every citizen, every stakeholder will be able to read this
Statement and see what we are trying to achieve, and the resources we have
available.”

By tabling the MTBPS about four months before the budget, the department
gave Parliament and civil society the opportunity to engage with the budget.
It was also in this budget year that budget documents were placed on the
Internet for the first time. The principles of transparency and accountability were
mentioned repeatedly in budget reviews from 1995 to 2002. Over the period
1997-99, budget reviews laid out the reform challenges and approaches inform-
ing the content of the PFMA, which was enacted in 1999. A “People’s Guide to
the Budget” was introduced in 2000, followed by an “Estimates of National
Expenditure” document in 2002. The “People’s Guide” is published in five South
African languages in order to reach a wide audience. From about 2000, when the
budget reforms initiated since 1997 were being embedded, greater emphasis was
also placed on the production of revenue and tax information.

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8


http://dx.doi.org/10.1596/978-1-4648-0768-8

Increasing Budget Transparency

Transparency was not just about producing the numbers; it was also about the
decision-making process. Many important changes to the budget process were
introduced early on to enable transparent decision making and consensus build-
ing between key stakeholders.

The Ministers’ Committee on the Budget (MinComBud) was established to
empower a subset of Cabinet ministers to take off their sector hats and become
part of a collective and transparent decision-making process. It opened up the
budget process and gave greater legitimacy to the allocation process. Similarly,
the Budget Council provided a forum for the intense exchange of information on
the allocation of public finances between the minister of finance and the nine
provincial members of executive committees, provincial cabinet ministers. In
addition, the constitutional requirement of an iterative exchange between the
National Treasury and the Financial and Fiscal Commission (FFC) meant
that information could not be hidden from the public as it had been in the past.
The caliber of participants in these structures was very high, often consisting of
seasoned anti-apartheid activists who were committed to breaking with the past,
according to Manuel.

The international trend toward greater accountability helped give substance
to what it meant to be more transparent, according to Andrew Donaldson, the
former deputy director-general of the Budget Office and Public Finance at
the National Treasury. The substance related to using outputs and more service
delivery-oriented information in the budget process, making coverage more
comprehensive, and shifting to three-year budgeting, which is what much of
the work focused on. The MTEF (introduced in 1997 for the 1998 fiscal year)
provided information on policy and program outcomes, outputs, and financial
performance rather than just input-based resource requirements. The three-year
budget projections were first steps in a wider overhaul of the budgetary process,
emphasizing transparency, output-driven program budgeting, and political
prioritization. By signaling the policy priorities for a three-year period upfront,
the Treasury gives Parliament and civil society the opportunity to participate in
discussions on the second and third years of the MTEF, which helps shape future
spending patterns.

The new MTEF came under stress in 1999 when economic growth slowed
sharply and the forward estimates had to be revised down. The slowdown was
short-lived though, and the downward revisions were more than reversed in
2000. This was followed by a period of seven years in which it was possible to
make substantial additions to budgets, until the global financial crisis of 2008.

Early budget reforms as well as key principles—ensuring transparency,
increasing comprehensiveness, providing political oversight of policy priorities,
using information strategically, and changing behavior through changed
incentives—were embodied in the Public Financial Management Act No. 1 of
1999, which Parliament passed following a two-year engagement with the legis-
latures and civil society. The act set outs a strong regulatory framework for finan-
cial management. It requires the publication of monthly, quarterly, and annual
budgetary information; the submission of timely annual financial statements to
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the auditor-general; and the presentation of annual reports to Parliament.
These measures are based on a philosophy of “let managers manage but hold
them accountable through reporting” (South Africa, National Treasury 2000).
They enhanced the authority for better internal financial management and served
as a basis for accountability.

Reporting formats were modernized in accordance with the International
Monetary Fund’s Government Finance Statistics system, with some modifica-
tions. South Africa also better linked its budget to its transaction-processing
system through a modernized chart of accounts. As a result of these reforms,
budgets could be analyzed for information within programs that were relevant
for both policy makers and the public. Improved classification also supported the
extension of budget coverage to include social security funds, provinces, and
public entities, yielding a clearer picture of taxes and spending of the entire
government sector. Such breadth of coverage is almost unique in public finance.

The Later Years: The Financial Crisis and the Smaller Fiscal Envelope

In the earlier period, budgets grew rapidly, baselines were guaranteed, and the
whole resource allocation process was geared toward additional resources. There
was less pressure to interrogate the baselines. “In this environment, the budget is
a beauty contest about which department gets additional funds. This puts
Treasury in a powerful position, because we get to decide. Over time, this leads
to changes in the pattern of spending,” explains Michael Sachs, the deputy
director-general of the Budget Office at the National Treasury.

Since 2011 the expenditure framework has been cast as a ceiling; no addi-
tional resources have been available. “In this environment, with no additional
resources, the budget becomes a zero-sum game. The politics of the process is
different and the role of the Treasury is different,” notes Sachs. Once trade-offs
have been made to determine the expenditure ceilings, Treasury has to step back
and allow departments to make decisions within the budget constraint. Treasury’s
role is more about enforcing the constraint and promoting value for money deci-
sions within the constraint.

Over time, generating and publishing information that would allow the mea-
surement of performance beyond spending data became important in order to
hold departments and government in general to account. The sharper focus on
performance was driven in part by the pressure to improve effectiveness and
efficiency given the tight fiscal situation, which the global financial crisis exacer-
bated. According to former minister of finance Pravin Gordhan, strengthening
monitoring and evaluation, using available information to track service delivery,
and closing the feedback loop will help promote change and strengthen
accountability.

A defining feature of this period was the creation, in 2010, of the Department
of Performance Monitoring and Evaluation (DPME) and the National Planning
Commission (NPC). One could read their establishment as a signal that the
coordinating role of the National Treasury in terms of policy priorities was being
reduced. There was a sense, according to Donaldson, that the Treasury had
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perhaps overreached by attempting to do too much to bring together strategic
planning and performance information in the budget process.

Increased government expenditure and a focus on outputs did not always lead
to the expected improvements in outcomes. As a means of improving perfor-
mance and accountability in the public service, in 2009/10 DPME attempted to
shift the mind-set of government departments away from producing outputs to
delivering outcomes (The Presidency, South Africa 2010). By working backward
from outcomes, departments would be able to better design outputs and activi-
ties to achieve results. Connecting resources to real improvements in people’s
lives would also strengthen accountability.

The South African government identified 12 national outcomes that would
provide strategic focus on priority areas. Each minister signed a performance
agreement with the president identifying his or her contribution to achieving
these outcomes. This outcomes-based approach was also designed to improve
coordination between spending agencies delivering outputs related to a common
outcome.

To complement this shift to focusing on outcomes, the National Treasury
introduced function budgeting or portfolio budgeting by function) in 2010. This
approach implies that each outcome is achieved by the combined contributions
of different government institutions in the various functions or sub-function
groups (South Africa, National Treasury 2013). Resources are allocated to the
function group, and trade-offs are made within the group in order to best achieve
the outcome. “This approach provides more transparency and better coordina-
tion in the budgeting process” (South Africa, National Treasury 2011). To bridge
the interface between policy and budgeting, Treasury is structuring more policy
engagement with functional groups throughout the budget process.

Fiscal tightness in an arena of decentralized authority, greater budget contesta-
tion, and the absence of a powerful arbitrator have prompted additional changes
to the budget process. Once again, the principle of transparency in decision mak-
ing has been drawn upon to create a greater sense of legitimacy around the
budget process. Budget rules, timeframes, and processes have been made much
more explicit at a political level through Cabinet memoranda early on in the
budget calendar.

Structures that no longer worked well in the new political context were
reformed. MinComBud was formally established as a committee of the Cabinet
with a clear mandate, and the number of members was reduced. Terms of refer-
ence were defined for the Medium-Term Expenditure Committee, and its com-
position and mandate were made clearer. The Budget Council and Technical
Committee on Finance were reinvigorated. Clarity and transparency about the
budget process were particularly important in 2014, when the whole process was
redesigned. These changes should facilitate better-quality information and earlier
decision making and provide more time to produce publications, all of which
should increase public transparency.

Over the past 20 years, South Africa instituted a series of reforms to institu-
tions, rules, and practices, including introduction of the MTEF; a new chart of
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accounts; monthly, quarterly, and annual departmental reporting; and local and
provincial government expenditure surveys. The reforms resulted in better-
quality and more comprehensive, timely, and comparable budget information
with a performance orientation and more transparent decision making. The
reforms were tailored to address specific problems and introduced incrementally.
“I don’t think it’s possible to go faster than the institutional change allows you to
go. There’s a balance between trying to push the boundaries and knowing that
these are boundaries that can be pushed,” notes Manuel.

Implementation of Reforms

Planning and implementing such an ambitious reform agenda would not have
been possible without the reformist zeal of the first generation of officials across
government serving a new democracy. Trevor Manuel was considered a strong
proponent of establishing and sustaining the transparency regime (Friedman
2013). The administration needed a cadre of officials who would inculcate the
principles of transparency and accountability and at the same time establish a
stable public service in the period following the 1994 elections.

A major consideration in this regard was ensuring that public servants were
willing and able to serve the new administration. In 1994 most public servants
had served the apartheid government. It was therefore incumbent on the new
government to fill or match senior positions in the administration with veterans
or sympathizers of the fight against apartheid who were eager to democratize
government. Twenty years later, many of those officials are still at the Treasury
and remain strongly committed to maintaining transparency and accountability
(Friedman 2013).

Bringing together people who worked for the apartheid administration with a
young cadre of people who looked to create a dynamic and innovative Treasury
environment in that early period was challenging, according to Manuel. As part
of the process of modernizing, the Department of Finance and the Department
of State Expenditure were merged to create the National Treasury. The budget
examiners from State Expenditure were retained to continue the close working
relationship with line departments. They had a deep understanding of depart-
mental budgets and were vital in ensuring that the Treasury had a handle on the
numbers, especially before reforms were implemented.

For example, around 1997, at a time when the fiscal position was tight, then-
minister Manuel sat down with the budget examiners in an attempt to find
money. The examiners suggested that money could be taken from the
Department of Defense. The Department of Defense claimed there was not a
cent to spare. With the backing of former president Thabo Mbeki to continue
interrogating the defense budget, Manuel met with Joe Modise (the defense
minister), Ronnie Kasrils (the deputy defense minister), and the generals. They
had come prepared with a trolley of dot matrix paper. “‘So, Minister, you think
you can take money? There are all our line items. We've gone through it. You're
not going to find any money’ Hannes Smit [the Director-General of State
Expenditure] had prepared me for this, you see, because you can play this game
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and pretend that you are transparent, but in fact, it isn’t even translucency, it’s
just opacity in the way in which you conduct yourself” The examiners’ knowl-
edge and experience of departmental budgets was such that they knew exactly
where funds could be cut. “We sent this off to Thabo Mbeki and he convened Joe
Modise and me and said, “‘Well done.” And Joe said, ‘But how did you do that?””

Several elements were important to building up the capacity of the National
Treasury:

¢ Insiders who had knowledge of how this opaque system worked, especially
people who had a long relationship with the line ministries, were valued.

¢ Trevor Manuel drew in trusted people with whom he had worked at the ANC
who were outside government, some from administration, and others from
development banks or the private sector.

e Advisers seconded from the UK. and U.S. treasuries brought in ideas and
experiences that were adapted to the South African context.

¢ Manuel played a catalytic role in the reform process. He provided the author-
ity to lead the process, and he convened and motivated his staff. Although he
may not have had the same technical depth as his staff, he notes, he was able
to push ideas forward, count on support (“air cover”) from the president and
the Cabinet, and be part of a team when necessary. One of his take-aways from
being minister of finance for 13 years is that “if you are not populating the rest
of government with the same style and the same kind of commitment, you
have uneven development.”

Under ministers Gordhan and Nene, the Treasury has continued with the
MTEF and strengthening functional and program budgeting, while reinforcing
oversight over provinces and municipalities, in a context of sluggish growth
and difficult public finance trends. As a result, greater effort was made by the
Treasury to consult more broadly, also including the views of civil society orga-
nizations, when making budget decisions. This approach required even more
comprehensive and accurate knowledge and information about the spending
patterns and plans of departments. It is too early to tell whether it will suc-
ceed in both driving key budget reforms and raising the quality of government
spending decisions.

International initiatives influenced transparency reforms to some extent.
South Africa is a member of the Collaborative Africa Budget Reform Initiative
(CABRI), which is committed to the promotion of transparency and account-
ability across Africa. It also participates in the Global Initiative for Fiscal
Transparency (GIFT) and the Open Government Partnership. The Treasury
absorbs the spirit of these initiatives and gains technical knowledge from them,
which it applies to the South African context rather than dogmatically doing
what the standards say. For example, GIFT promotes public participation at
every step of the process. “We have heavy consultations with departments bilat-
erally, with function groups, with Parliament and civil society at strategic points
in our process. To consult throughout the process is impossible. Each country has
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a different system and a different set of weaknesses. You can only evolve from
where you are and where you need to be. We draw on and contribute to the spirit
of the initiatives but do not necessarily follow them to the letter,” notes Kay
Brown (chief director, Budget Office, National Treasury). Improved budget trans-
parency has been the result of a series of budget reforms that have built on one
another, driven by need and context.

Results Achieved

Over the past 20 years, the South African government has progressively
improved the extent of budget information available to Parliament and the
public. Since 2010 it has been recognized as a global leader. Reforms to the bud-
get process have enabled a more inclusive and transparent decision-making pro-
cess. This section examines whether this strong improvement in budget
information has led to improvements in linking budgets with planning and ser-
vice delivery, and holding managers and elected officials accountable.

Opening up the Budget Process

South Africa has built a transparent and credible budget process. It scored As on
all the Public Expenditure and Financial Accountability (PEFA) indicators that
measure budget transparency and credibility (Jacobs, Bennett, and Hegbor
2014). Budget reforms to improve transparency of information and transparency
in decision making have worked well for the most part. Some budget-making
structures, such as the MinComBud and the Budget Council, have struggled in
the new political context, but recent changes to make their roles and the rules of
the budget process explicit should improve their effectiveness.

The National Treasury produces a wealth of information, publishing eight
budget documents every year. The 2012 Open Budget Index South Africa report
makes recommendations on improving the quality of the citizens’ budget, pro-
viding a more comprehensive picture of fiscal risk in the Budget Review and
adding more information on the variance between forecast and actual macroeco-
nomic indicators at the Year-End Report (IBP 2012). The budget team is clear
that any further reforms should be driven by need rather than simply to improve
scores on an international survey.

The big issue, however, is the lack of transparency in the procurement process.
South Africa scored a D on the PEFA indicator on public access to complete,
reliable, and timely procurement information. “When speaking about transpar-
ency in procurement, I think we are behind the curve,” notes Andrew Donaldson.
Several controversial, high-profile procurement issues have made it into the
public domain.

The extent of nondisclosure of information for the purposes of commercial
confidentiality is unwarranted. The procurement policy framework has very
complex overlapping objectives, including increasing cost efficiency and address-
ing other price-related issues, improving the quality of services and products,
empowering black South Africans economically, increasing industrial
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participation, and localization. All of these outcomes are difficult to measure.
Donaldson argues that the complexity interferes with competition and raises
questions about whether things are being done well. Nondisclosure of informa-
tion raises the risk of corruption and bad decisions.

“Transparency from the start of procurement process is the best antidote to
corruption, flawed processes, or just the risks associated with complexity,” says
Donaldson. “In the modern information age you have the option not just of tak-
ing advantage of greater disclosure and transparency; you also can systematize
tender processes using modern information technology, as opposed to documents
submitted in envelopes, in ways that are good for accountability and good for
post facto auditing.” The National Treasury is starting to make progress on these
issues. It has created the Office of the Chief Procurement Officer, whose role will
be to enhance value for money in procurement decisions.

Achieving Fiscal Outcomes and Reprioritizing Spending

South Africa has largely met the objectives of the early years: to improve budget
information, get a good handle on the numbers, and extend budget coverage in
order to make important fiscal and public policy decisions that would redress the
inequalities of the past. The economic, budget, and public finance reforms put in
place after 1994 led to substantial improvement in the fiscal position. Tax revenue
increased, enabling significant reductions in tax rates; spending growth was in line
with budgeted objectives; deficits came down; and the debt-to-GDP ratio fell
sharply before the financial crisis. The budget, which had registered a deficit of
about 7 percent of GDP in 1993, showed a surplus of about 1.3 percent of GDP
in 2007. Over this period, debt levels fell from more than 50 percent of GDP to a
low of 22 percent, creating significant fiscal space in which to respond to the global
financial crisis. Over this period, but especially between 2001 and 2008, public
spending increased by more than 7 percent a year in real terms. Since the financial
crisis, there has been a deterioration in the fiscal position, as a result of lower rev-
enues, more investment in infrastructure, and a rising public sector wage bill.

During the first decade of democracy, there was significant reprioritization of
spending toward education, social grants, cash transfers, and health and away
from defense and economic subsidies to industry. During the second decade of
democracy, spending on urban services such as housing, water, sanitation, elec-
tricity, and public transport increased sharply. These shifts enabled the govern-
ment to raise the social wage (a package of services targeted largely at the poor),
which raised living standards. Better information, broader budget coverage, and
transparent decision-making processes made these shifts possible.

A report by the World Bank (2014) notes that South Africa’s highly redis-
tributive fiscal system has significantly reduced poverty and inequality. Cash
grants and free basic services have lifted the incomes of some 3.6 million people
above $2.50 a day (purchasing power parity). The rate of extreme poverty—
measured as the share of the population living on $1.25 per day or less—fell by
half from 34.4 percent to 16.5 percent. The child support grant and old-age
pension have had the largest impact on poverty.
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South Africa has had more success than peer countries—including Argentina,
Brazil, Ethiopia, Indonesia, and Mexico—in using fiscal policy to tackle inequal-
ity and poverty. However, because the income gap was very high to begin with,
the level of inequality is still much higher than in most other countries.

Service delivery improved when budget transparency increased. Outcomes,
however, have lagged spending allocations, reflecting a weak public sector and
significant incapacity throughout the state but especially in regions where the
poorest live.

Improving Performance

Producing credible performance information is still at the early stages. Influencing
budget policy decisions through the use of performance information and using
this information as a tool for accountability is still a long way away. Defining
the coordination of planning and performance management, embedding the
outcomes approach, and implementing function budgeting constitutes work in
progress. These reforms have not been without challenges and resistance,
especially from some government departments. The various processes still appear
somewhat disparate, and there is an ongoing tension between how much is mea-
sured and evaluated by the center of government and what takes place in line
departments. The next step is to continue to build an effective set of institutions
that use information to hold people accountable.

An unanswered question is whether the emphasis on in-year monitoring
has overburdened departments and municipalities. There is a constant need for
up-to-date information. “Is there an expectation that goes too far?” asks Manuel.
“Are we asking too much of ministers who on top of having to manage their
complex portfolios need to have the time and headspace to know just as much
about the financials?”

The lack of comprehensive, up-to-date, quality performance information is
still an issue. Administrative data is not readily available and annual reports in
practice fall short of what they were intended to be. They are glossy publications
that emphasize what went well, with inconsistent performance information
across years. The information is difficult to interrogate without inside knowledge
of the department.

Increasing Accountability

“What is missing in our system is accountability,” notes Michael Sachs. “We have
a lot of really good information out there that is not used. The reason it is not
used has more to do with society, Parliament, the state of journalism, and the
state of civil society organizations. In the United Kingdom there is a layer of
policy institutions that absorbs the information that the Treasury puts out and
with integrity communicates to the public and civil society. It exists in South
Africa in a few instances.” South Africa lacks the plethora of think tanks and
intellectual centers that analyze information in many Western countries. Civil
society organizations largely mirror the major power centers in the country,
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with few people speaking on behalf of poor, rural, unemployed, and marginalized
constituencies, according to former finance minister Pravin Gordhan.

In contrast, the South African financial sector is well developed and produces
deep analysis on the budget, which to some extent fills the vacuum left by the
limited discourse within civil society. The National Treasury has proactively
engaged with civil society to support these stakeholders in translating messages
from government to society. The goal is to make budget information more acces-
sible, so that it is not just a privilege of middle-class households with Internet
access, as claimed by Friedman (2013).

After the 2014 budget, senior officials from the National Treasury presented
aspects of the budget to the economics departments of half a dozen universities,
in sessions that were open to the public. It also organized a workshop with
selected civil society organizations. For the first time, the Budget and Expenditure
Monitoring Forum (BEMF) and the Congress of South African Trade Unions
(COSATU) were invited to the MTBPS lock-up for analysts. “You get a sense
from the COSATU statement that the drafter has read every bit of the MTBPS,
which was probably not the case in previous years,” observes Sachs. The Treasury
also supported BEMF in producing a citizens’ adjustments budget. Over time
organizations like the BEMF will continue to strengthen their analytical capacity
to examine value for money and to contest rather than just translate budget
issues. Such capacity is healthy for democracy.

Weaknesses within the committees themselves and in the analytical and
research support Parliament is able to provide make up the capacity of
Parliament’s committees to engage with the detail of the budget. As a result,
legislative oversight is ineffective and resources scarce. The Money Bills
Amendment Procedure and Related Matters Act No. 9 of 2009 created a
Parliamentary Budget Office. Getting this office off the ground has been slow; in
effect, the act produced another center where analytical capacity has to be built.
But the office is clearly needed. Donaldson believes that a better outcome would
have been to locate the FFC in Cape Town and for the FFC to have become the
embryonic analytical support to Parliament and its appropriations and finance
committees. “We missed an opportunity to build the FFC into an expert and
advisory capacity that might have had a closer relationship to Parliament if that
had been the way it have been structured and setup in the 1990s,” he notes. In
an effort to address weak parliamentary committees, the National Treasury and
DPME also held workshops with parliamentary committees and content advis-
ers. Officials from the National Treasury explained where to find relevant infor-
mation, how to analyze the information, and how to engage with departments
on issues of value for money.

The media is another important interlocutor. Media coverage of the budget
puts budget issues under the spotlight for a week. “What we don’t have enough
of is ongoing analysis and coverage of service delivery challenges and budget
implementation. I think our media has a long way to go,” says Donaldson.
Friedman (2013) argues that the failure of the media to use information
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appropriately may say more about the state of journalism in South Africa than it
does about transparency.

The other important stakeholder in holding the government to account is the
auditor general. South Africa has a long history of steady development in audit
capacity. By international comparisons, its audit institutions are well established
and strong; they have considerable independence and are taken seriously. Having
audited annual financial statements and regulatory and performance audit reports
covering most aspects of public spending is an important aspect of the transpar-
ency story, in part because of extended budget coverage. Twenty years ago, bud-
geting was based on incomplete information about the previous years’ expenditure.
The improved timeliness of audits and financial statements was an important
reform commitment of the 1990s. By September or October of each year, the
National Treasury is able to provisionally budget on audited financial statements
(or those in the process of being audited) for the previous financial year.

Conclusions: Success Factors, Challenges, and Lessons Learned

The South African story on budget transparency is a positive one. The govern-
ment fully used the reform space it had at the beginning of the democratic era
to design and implement a range of reforms that opened up the budget allocation
process. The reform space began to narrow as the democracy matured until the
country faced a tight fiscal situation, which again spurred a series of reforms.

Greater transparency has enabled the government to improve the fiscal situa-
tion while redirecting spending to where it was needed most. However, by the
mid-2000s it was clear that despite significant reforms increased resources did
not necessarily lead to better service delivery. As a result, more care was taken to
promote external accountability. Citizen concerns and public opinion began to
influence the presentation of information on public finances.

Transparency has provided the basis for better accountability. However, much
work still needs to be done to generate performance information, evaluate it, and use
it to improve internal management and enhance external accountability. The
strengthening of the accountability chain remains a key objective in the decade ahead.

Five factors accounted for the success of reform. First, improved transparency
went from being championed by one minister of finance to becoming the strate-
gic imperative of the National Treasury and embedded in the ethos and values of
government. Transparency was more than a guiding principle; it became a tool to
manage the political and economic environment. Creating an inclusive and trans-
parent decision-making mechanism was as critical as being transparent about the
numbers.

Second, people were an important part of the success. The Treasury retained
important reformers while bringing in a fresh injection of energy, people with an
astute understanding of both the political and economic challenges. Because it
understood and was able to respond to the changing political and economic
context, the Treasury was able to craft and implement reforms that took advan-
tage of opportunities as they arose.

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8


http://dx.doi.org/10.1596/978-1-4648-0768-8

Increasing Budget Transparency

Third, the reform process was largely incremental, driven by need, with space
for experimentation and learning from mistakes. Reforms responded to practical
needs. International practices were a guiding influence on what was important to
consider, but the reform path was uniquely South African.

Fourth, authority for reforms came from the public finance legislation, which
was used strategically to embed policy reform principles.

Fifth, major improvements in transparency would not have been possible
without related improvements in technology. Data are now collected, collated,
analyzed, and disseminated in ways that were not previously possible.
Technological change clearly aided the transparency agenda.

Five key challenges remain. First, transparency is lacking in procurement,
increasing the risk of corruption and raising the probability of poor procurement
decisions.

Second, the production of performance information and its use in influencing
budget policy have not been deeply embedded.

Third, flaws in the accountability chain have led to suboptimal service deliv-
ery outcomes, despite a high degree of budget transparency. Parliament has been
weak in holding the executive accountable for performance, and the intergovern-
mental system has blurred the lines of accountability. Parliament would have
benefited from having a policy support function early on.

Fourth, public debate on budget policy is limited. It might have been stronger
if expertise from universities and other centers had been brought into the budget
formulation process to improve policy advice. Using such expertise would also
have helped these institutions strengthen their own policy advisory capacity.

Fifth, unlike the Treasury, many sectors of the government have not necessar-
ily retained and recruited highly capable individuals. There is significant uneven-
ness in the capacity of government across spheres and sectors, resulting in major
gaps in performance.

The agenda going forward will continue to focus on deepening function bud-
geting and making the budget process more explicit. The link between managing
performance and accountability will be strengthened. Transparency on its own
cannot make a government more accountable. Complementary institutions and
a broader commitment are required to hold government accountable for the
resources it spends. The National Treasury will continue to work with Parliament
and civil society organizations to facilitate their use of budget information, so
that public debate on budget policy issues and performance is better informed.
Parliament and civil society need to play a stronger role in helping society hold
elected representatives accountable for their actions—ultimately what democ-
racy is about.

Note

1. The Reconstruction and Development Program (RDP), the government’s program of
action at the time of the 1994 elections, set out targets and priorities for the first term
in office. It had a strongly redistributive theme, stating, “We can only achieve our
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economic objectives if we establish transparent, participatory and accountable policy-
making procedures in both the public and private sectors” (ANC 1994). Adoption of
the Growth, Employment and Redistribution Strategy (GEAR), in 1996, was aimed
at achieving macroeconomic stability, partly by constraining public spending in the
short term. Budget reform was critical to achieving the objectives of both the RDP
and the deficit reduction policies of the GEAR.
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CHAPTER 3

Raising Tax Revenue

David Hausman and Precious Zikhali

Introduction

The South African Revenue Service Act of 1997 merged the former Inland
Revenue with the Customs and Excise Directorates in the Department of
Finance (now the National Treasury) to form the South African Revenue Service
(SARS).! The new agency was made autonomous from many of the country’s
civil service rules to allow it more flexibility.2

In 1994, the year of South Africa’s first democratic elections, national govern-
ment tax revenue accounted for 22.9 percent of gross domestic product (GDP)
(SARS Annual Report, 2014). This relatively high revenue reflected the apart-
heid structure of South Africa’s economy, which included a large formal sector.
Revenue and tax compliance were low relative to their potential, however. More
effective and inclusive revenue collection was essential for the new government
to deliver on its promises to citizens. In 1998, with an unemployment rate of
30 percent (World Development Indicators database [WDI]3), South Africa
faced massive service delivery challenges: poverty and inequality were high,
structural unemployment was a problem, and backlogs of infrastructure needed
to be cleared. There was an imperative to extend water, electricity, health care,
and housing opportunities to people previously unserved. At the same time, the
government wanted to keep taxes low enough to prevent investors from pulling
their money out of the country.

SARS helped confront these challenges by reforming tax administration and
raising significantly more revenue. Between 1998 and 2014, it increased the

This chapter draws heavily on a case study written by David Hausman (2013) for Princeton’s Innovations
for Successful Societies project (http://www.princeton.edu/successfulsocieties/content/data/policy_note
/PN_id125/Policy_Note_ID125.pdf). That case study was first published in 2010; for this chapter, David
Hausman, JD (Stanford Law School) and PhD candidate (Stanford University), provided only the analysis
up to 2007. Precious Zikhali, an economist at the World Bank, is the author of the other sections of this
chapter and responsible for the analysis post-2007. This chapter benefited from extensive interviews with
current and former government officials as well as from comments by peer reviewers Felix Junquera-
Varela (Lead Public Sector Specialist, GGODR) and Michael Engelschalk (Senior Private Sector Development
Specialist, GTCDR).
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number of income tax payers from 2.6 million to 16.8 million. Tax revenue rose
from 22.9 percent of GDP in 1994 to 26.1 percent by 2014—well above the
average for all upper-middle-income countries of about 14 percent (WDI).
By 2008, before a dip during the recession, revenue had reached 27 percent of
GDP, despite tax cuts in 2002/03 (South Africa, National Treasury 2002).

Behind the growth in tax revenue were a series of institutional reforms that
helped persuade more South Africans to pay their taxes. This chapter tells the
story of two of those changes. First, the organization rebuilt the ranks of upper
and middle management, transforming the racial makeup of the organization
while improving performance. Second, in order to improve service for taxpayers,
broaden the narrow tax base, and strengthen tax compliance, a team of managers
and consultants separated back and front offices and introduced an annual filing
season in which employees of the revenue service left their offices to help tax-
payers file their returns. The processes and structure of the agency were rede-
signed to improve their efficiency, and communication channels between SARS
and businesses, tax practitioners, banks, and taxpayers were opened. In each of
these changes, Pravin Gordhan, former head of SARS and later former minister
of finance, played a central role, both determining policy and overseeing the
details of implementation.

The Policy Challenge

By 1998 SARS had been made autonomous and management had the freedom
to hire, pay, and reorganize. The reform team nonetheless had to contend with
several internal problems: a lack of qualified middle managers, underrepresenta-
tion of black employees and managers, and low standards of service. Pravin
Gordhan found himself in charge of an organization that could not collect suf-
ficient revenue because its legitimacy had been eroded. This policy challenge
reflected two main obstacles. First, a culture of tax avoidance had developed in
South Africa. Under apartheid, tax evasion was a form of protest by people who
sought racial equality. Only about 6 percent of South Africans paid income tax.2
Businesses were selective on compliance and often underpaid. Although most
citizens earned too little to be liable for tax, most people who did owe taxes did
not pay them. The tax base was narrow, with a disproportionate reliance on
income tax. About 37 percent of total capital formation in South Africa was
moved offshore between 1980 and 2000, resulting in a R 238 billion loss in tax
revenue (Mohamed and Finnoff 2005).

Second, management was weak, unrepresentative, and in some cases corrupt.
Line officers sometimes turned a blind eye to underpayments. “In SARS 1998
you could walk in with a bottle of whiskey and just give it to [the officer]... and
it was accepted over the counter,” recalls Gordhan. “You could say ‘Come, let me
take you to lunch.’ That was accepted.”

For Gordhan the challenge was to make the institution more diverse while
retaining staff with skills and experience. “I had to recognize that knowledge was
vested in a team of people who were coming from the white community and
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who, in 1998, constituted, if I'm not mistaken, 65 percent of the organization,”
Gordhan said. “So part of the organizational challenge was also to transform the
demographics of the organization and give black South Africans an opportunity
to both enter the organization and grow within it.” Gordhan had two obvious
policy options: he could have simply laid off many white employees, or he could
have sacrificed diversity for experience, retaining white employees in the short
term. Partly because of guarantees made during the political transition from
apartheid, layoffs were not an option in the short term. Moreover, Gordhan and
his management team hoped to retain experienced employees, who were mostly
white, while transforming the organization racially and instituting dramatic
changes in customer service policies.

The solution, he decided, was to ask workers to sacrifice job security in
exchange for employment security—in other words, to promise staff a position
but not necessarily the position currently held. This solution allowed him to
retain the support of current staff. The new policy, which reflected the reality
that management could not transform the organization by firing staff, involved
dramatic reorganization. Officials centralized administrative functions and
decentralized customer service functions to branch offices. But this broad
description of the reforms does not capture the details that managers believe led
to success. The smaller acts described in the next section—acts such as offering
queuing taxpayers tea and biscuits on a cold day—should not get lost in a sum-
mary of the reforms.

Addressing the Policy Challenge

Reform began with reorganization and outreach within the agency. The formal
objectives of reform included raising revenue and increasing diversity. More fun-
damentally, restoring legitimacy was essential to convincing the citizens and busi-
nesses who paid a large share of the taxes to comply—and more broadly to
persuading South Africans that they had a social obligation to support the ser-
vices they used. In a sense, the democratic transition as a whole laid the founda-
tion for the success of this campaign. Therefore, in addition to improving
management and diversifying the ranks, Gordhan’s team sought to build better
relationships with citizens and businesses. Service had received little attention in
the past. The new leadership had to find ways to inspire the organization’s line
officers to make the experience for taxpayers friendlier and easier, as well as more
understandable.

Transforming Processes and People

The initial focus was on processes and people. The finance minister, Trevor
Manuel, had insisted that no one would be laid off in the short term, a stipulation
partly associated with agreements that underpinned the country’s transition to
majority rule. “Together with Judy Parfitt [the general manager for human
resources at SARS], we worked out an approach which said, “‘We don’t want to
fire anybody in SARS in this process of transforming the organization. We want

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8

57


http://dx.doi.org/10.1596/978-1-4648-0768-8

58

Raising Tax Revenue

to keep them on board,” Gordhan said. ““We want their skills to be available to
us, but at the same time there will be change.” There wouldn’t be paralysis as a
result of taking this approach.” As a first step toward transforming the racial
makeup of the agency, Gordhan brought several hundred black employees into
informal management positions. “I created a management team below the exist-
ing executive team which would allow for more participation by black managers,
not with formal power but at least with some informal influence,” he said. “We
convened senior managers representing each of the SARS offices, both the cus-
toms and revenue business, but instructed each of them that they had to come
with a black individual—which was unheard of—to ensure that there would be
a more diverse set of people representing the offices. That’s when we first talked
about transformation in the broad sense and began to get people to buy in.”

According to Gordhan, the early meetings laid the foundation for reforms that
combined racial transformation with a new conception of the role of a revenue
agency in a fully democratic South Africa. “[Senior managers] participated and
they heard the message, which said we're going to make this into a different orga-
nization. We're going to start a change process,” Gordhan said of the initial meet-
ing. “To their credit, there were several senior white managers who had bought
into my approach by then and openly supported the need to transform the orga-
nization, even at that meeting, in the early days. I can’t say we got buy-in, but we
started an awareness that we were going to begin to move differently. It took
another probably six to nine months if not more, to experiment with setting up a
transformation unit, generating ideas about how transformation could begin.”

These early transformation efforts metamorphosed into a human resources
plan, according to Gordhan. “At the same time a new colleague had also come
in on the HR [human resources] side of the business and began to set up for
the first time formal HR processes and systems and so on which played an
important foundational role,” he said. “So those sorts of business initiatives—
the HR system, the early notion that we need to change the organization—all
of this came together some time in 1999.” The new colleague, Judy Parfitt,
“became a key ally in bringing black managers into the organization, as did
some of the other white managers,” Gordhan said. The plan for large internal
reforms—including racial transformation, recruitment of new managers, and a
new service orientation—became formal during Gordhan’s second year as com-
missioner. The internal reform team engaged the help of private sector consul-
tants to assist with the reorganization. The consultants assumed responsibility
for some of the work of overhauling the organization, lifting burdens from the
shoulders of the people who had to oversee the agency’s daily operations. “That
then formalized the process,” explains Gordhan. “It was late 1999, early 2000,
then we began to kick off the Siyakha process. Siyakha in Zulu means ‘We are
building.”” The Siyakha program developed out of a diagnostic study of SARS'’s
operations, conducted between 1997 and 2000, meant to identify problems
and ways to improve performance.8 It focused on improving processes, taxpayer
services, and staff professionalism and integrity. Its implementation began in
2000 and stretched until 2006.
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Overhauling Management

As a first step, Gordhan launched an informal but systematic search for top
managers to staff a process engineering unit. “Together with the consultants, we
developed our own process team.... One of the things that we did as far as our
people were concerned ... we took huge bets on them—meaning we couldn’t
wait for 10 years for somebody to get 10 years’ experience and then say ‘Now
you can take on this one simple position,” Gordhan said. “So taking bets meant
judging a person’s character, level of commitment, and capability and placing
them in a completely new position, which they might not have been adequately
trained for. Most of them did marvelously; some didn’t. But we learned by actu-
ally doing.”

Much of this management search took the form of recruiting, both inside and
outside the organization. “You have to walk the floor and talk to people and
observe processes,” Gordhan said. “That’s how I learned. Then you'll also begin
to identify enthusiastic people, and you'll spot them in different parts of the
country, in different roles. Then you take your chances and pull them in and
constitute the team, give them a clear mission.” The management team discov-
ered many people with talents the organization needed and encouraged them
to apply.

Gordhan also looked for candidates in other government institutions and in
business. “Over time people from the private sector were willing to come and
work with us as well, partly because we’re outside of government, partly because
there were huge advantages in being part of the change processes, but also to
contribute to the country,” he said. SARS made a special effort to identify tal-
ented and skilled black applicants. It identified black teachers who had account-
ing skills and would consider jobs with the agency. SARS’s ability to attract
qualified people with integrity was critical to the organization’s turnaround.

In tandem with the search for managerial talent, Gordhan and Parfitt negoti-
ated with the unions to restructure the organization. The program, formalized in
the Siyakha People Placement Protocol, was meant to both facilitate racial trans-
formation and promote managerial talent and people with special skills. Formal
negotiations with the union allowed the process to advance. The Siyakha proto-
col was “a change protocol, negotiated with the unions and cosigned with them,”
Gordhan said. About 20 percent of SARS employees were required to reapply
for newly created positions, competing with applicants from outside the organi-
zation. Employees who did not receive one of the new positions were retained
at SARS; their pay was frozen, though not reduced.

People who reapplied took three tests: a psychometric test (Potential Index
Batteries/Situation-Specific Evaluation Expert), developed by a South African
company and intended to measure basic capabilities such as memory, mental
alertness, and self-acceptance; a functional proficiency test; and the Lee Moral
test, which Johan du Toit, a consultant who worked with Parfitt at SARS for six
years, recalls as “a traditional, extensive, psychometric-centric intervention
(hence expensive, but robust) for determining managerial competency.”
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Gordhan described the process of reshuffling as a foundational reform that
enabled transformation and later customer service improvements. “Any managers
who were technically competent but not managerially competent became
specialists,” he said. “That opened up spaces for people—black people with even
master’s degrees and so on—to come in from the outside and begin to occupy
those spaces and learn the business and so on.”

Broadening the Tax Base and Fostering Tax Compliance through

Improved Customer Service

In 2005 SARS adopted a three-pronged compliance model: education, service,
and enforcement. Emphasis was placed on education and service; enforcement
was used only as a last resort. This model entailed education awareness cam-
paigns and outreach initiatives, including visibility campaigns, workplace visits, a
mobile tax unit, and road shows and exhibitions of SARS services. SARS drew
lessons from the experiences of the Australian Tax Office, the Australian Customs
Service, the Canadian Customs and Revenue Agency, Chile’s National Customs,
the United Kingdom’s Her Majesty’s Revenue & Customs (previously Inland
Revenue), and the U.S. Internal Revenue Service. These experiences supported
concentration of processing, enforcement, and service functions into specific
centers.

Gordhan adopted a simple approach to the problem of how to create a service
mentality. He and his team improved customer service by separating front and
back offices, taking SARS staff to taxpayers during an annual filing season,
recognizing staff who provided good service, and publicizing the mission of
SARS.

By centralizing core administrative functions, such as accounting and human
resources, in a few national offices and reorienting branches toward customer
service, Gordhan hoped to achieve several goals. Segregating the back office sup-
port functions from front office contact with citizens could theoretically ensure
consistency and reduce the chances of favoritism.

“One of the things that South Africans pre-1998 were used to was coming
into an office and saying, ‘I know Adrian. Can I speak to Adrian please?””
Gordhan said. “This design—to change the way branch office staff interact with
taxpayers—was deliberate in the sense that it didn’t want that kind of contact to
continue.” The separation of front and back offices made such informal dealings
more difficult.

Durban, South Africa’s third-largest city, was chosen as the pilot site for the
front office/back office split. Because the pilot would set an example for SARS
offices throughout the country, top management paid close attention to details.
Displaying his hands-on approach, Gordhan himself went to Durban for the
launch. “There was obviously a lot of apprehension. People didn’t know where
the hell we were going,” Gordhan said. “I was in Durban on the first day. The staff
didn’t have a clue of what to do. One or two senior managers were with me. We
were on a floor above, but we could see what was happening on the service floor.
So we said, ‘Ah, let’s go.” So we went down. We showed them exactly how to
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arrange tables, chairs, how to arrange queues, how to service people, how to make
sure that they don’t wait too long in the queue. No sooner had we done that and
set that as an example, that example spread throughout the country. People
began to innovate in their own way.”

SARS then used the Durban example to help other regional offices transform
themselves. “You can just change one section, make it work, and then others can
come and see it,” Gordhan said. “So when we started, from KwaZulu-Natal we
went to the Western Cape. If I'm not mistaken, at the early stages we probably
brought 50 people over from the Western Cape to come and have a look and say,
“This is what your future is going to look like. Participate in it and make it happen
on your side.” It worked.”

As the pilot project expanded, customer service improved, often purely as a
result of independent initiatives of branch managers. “At the Belville office in
Cape Town, the manager decided it was a cold morning and people were still in
the queue outside, so what we’re going to do is give biscuits, tea, and coffee,”
Gordhan said. “Of their own accord—no head office instruction. So part of it,
you drive from the top in terms of intent and example. Most organizations will
have activists if you give them the space to pick up that and add their own
variations.”

The new division of responsibilities between the front office and the back
office established a more formal relationship with citizens and limited the space
for favoritism, but it could also make service seem less approachable. “It has a flip
side to it,” Gordhan said, “because people are used to the personal contact with
an individual they know. So it took a little while for the public to get used to the
fact that we're working differently.”

To help give the service a friendlier face, a public relations campaign accom-
panied the rollout of the new front office concept and inaugurated an annual
filing season outreach initiative. The campaign included not only advertising but
also sending staff to taxpayers at their workplaces. Gordhan said: “Today that has
become a very institutionalized thing, where you will go to big companies, set up
computers, and help the staff of, say, 4,000 in a particular building to fill out their
tax returns.” SARS staff also reached people outside big offices, setting up opera-
tions in libraries and city centers.

This tactic of making tax offices more accessible was a new phenomenon in
South Africa. “We’ve generated a lot of enthusiasm and awareness among the
South African public as a result of reaching out to them, not just sitting in our
offices and waiting for them,” Gordhan said.

The program reached out not only to citizens and firms but also to tax advisers
and banks. Establishing partnerships with the private sector was meant to get
them to commit to higher levels of examination and compliance. Gordhan
described the tax advisers as a particularly difficult group to persuade. “They tend
to be laggards in this process and don’t like change, which would narrow their
space to maneuver around either tax or customs administration,” he said. In 2009
SARS and the Banking Association of South Africa signed an accord that articu-
lated a framework for cooperation between the two parties. It sought to improve
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tax compliance and address low effective taxes on banks by promoting ethical
tax practice by banks while ensuring tax certainty and efficient servicing by
SARS. The new SARS management opened up channels of communication and
responded quickly to complaints.

Gordhan stresses the importance of responsiveness. “So there would be times
people would phone my office, I would take a call,” he said. “On one occasion I
can remember clearly a guy said, ‘In your Durban office X, Y, Z isn’t working and
the managers aren’t fixing that up.” That afternoon I put a team of five or six
people together and I said, ‘Go to Durban. Go and meet this gentleman first and
listen to what he is saying. Then go to the office and go to check; are the things
he is saying true?’ Sixty percent of it was true.”

To improve staff morale, the reform team made sure that relatively few people
had to move to new cities or locations as a result of the internal reorganization.
It also started to recognize strong employee performance, offering bonuses to
teams and divisions that performed well not just in raising more taxes but also in
improving service and efficiency. A grading and rewards system—the Employee
Performance Management System (EPMS)—was put in place. It marked a shift
away from the old bonus system toward a system under which promotion was
based on performance and competence. The new system helped align salaries to
the market, making it easier for SARS to employ and deploy skilled personnel.
The system was later replaced by an electronic performance assessment system
(the scorecard system) under George “Oupa” Magashula, who took over as head
of HR in 2006.

A strict policy on corruption was a corollary of the new model. “Within,
I think, six months, we banned all gifts,” Gordhan said. “We banned all accep-
tance of dinners and lunches. Initially it was like a blanket ban: You accept
nothing. Then slowly we sort of loosened things up. But in that way we
established integrity as a key value. If we caught you, you knew you would
be dealt with.” This strict policy meant not only certain and harsh punish-
ment for corruption but also publicity for those punishments. “Any behavior
that was dishonest—and obviously especially fraud and theft—it was ‘name
and shame’ in a very public way,” Parfitt said. This tough approach to cor-
ruption was meant to protect the reputation of the organization and thus
improve compliance. Sanctions for corruption included prosecution, arrests,
and dismissal.

In terms of enforcement to promote compliance, some early high-profile and
aggressive tax collection initiatives helped build momentum for reform. In one
high-profile case, for example, SARS seized shares of an insurance company in
order to force shareholders to pay their taxes.

As SARS pursued more aggressive enforcement, it benefited from the strong
backing of the finance minister and indeed the government as a whole. “The
political backing was a crucial part of ensuring that when you get pushback—as
we did in some instances from, say, the private sector and so on—we would have
both the legitimacy and the political backing and our own institutional strength
to be able to cope with that,” Gordhan said.
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But enforcement was expensive in terms of staff time and goodwill. Therefore,
the reform team worked hard to change hearts and minds, first deepening and
formalizing some of the personnel changes it had launched experimentally and
then altering the relationship to South African citizens.

Reforms After 2007

The Modernization Program introduced in 2007 enabled SARS to build on
improvements made between 1997 and 2006, particularly in terms of
improved customer service. Reforms include the shift from multipage static
forms to single-page dynamic forms, from basic call to integrated contact han-
dling, from manual paper channels to digital/self-service channels, from
manual to automated processes, from gatekeeping (that is, a one-size-fits-all
compliance approach with a focus on control and enforcement) to risk man-
agement (that is, a focus on high-risk areas), and from limited to third-party
validation. An improved pay-as-you-earn (PAYE) system was rolled out, and
everyone in formal employment was required to register with SARS. SARS
made available a platform and free software through which PAYE data were
submitted electronically. This system helped reduce taxpayer errors on returns
and improved compliance by employers. In 2004 SARS introduced an elec-
tronic filing (e-filing) system that replaced manually submitted taxes with a
secure, online facility. In 2013, 22.5 million returns (98 percent of all returns)
were filed electronically, up from 1.6 million in 2006. According to SARS
annual reports, the average turnaround time for processing a personal income
tax return fell from about 55 working days in 2006 to just 0.26 working days
in 2013.

Overall, modernization reforms allowed SARS to shift human resources away
from routine tasks toward education, service, and enforcement. The Compliance
Evaluation and Monitoring Information System (CEMIS) was set up in 2011 and
was aimed at enhancing the agency’s understanding of taxpayer compliance
levels. CEMIS would measure taxpayer compliance levels across different seg-
ments of taxpayers and taxes. These reforms strengthened enforcement capacity
and resulted in increased ease of compliance for taxpayers. The Tax Administration
Act of 2012 was a step toward modernizing and harmonizing various administra-
tive provisions that were duplicated in various tax acts.

In a bid to reduce the tax administrative burden of small business, SARS
launched the Turnover Tax in 2009, an innovative system aimed at assisting small
businesses to streamline their tax obligations. It targets businesses with an annual
turnover of up to R 1 million. A sliding tax rate is applied to the taxable turnover
of the business. The Turnover Tax is a substitute for value added tax (VAT),
income tax, provisional tax, capital gains tax, and secondary tax on companies. It
thus significantly reduces the time and cost of submitting tax returns. In 2013
the minister of finance appointed South Africa’s first tax ombudsman (Judge
Bernard Ngoepe), who was tasked with providing taxpayers with low-cost

mechanisms to deal with administrative complications that could not be resolved
by SARS.
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Improving customs administration was also an integral part of broadening the
tax base and tackling tax compliance issues. Customs faces unique challenges,
including corruption, poor security management, porous borders, and noncom-
pliance with legislation. Processes were largely paper based and labor intensive.
Between 2001 and 2006, Gordhan held the position of elected chairperson of
the World Customs Organization (WCQO), increasing his interest in modernizing
customs. In 2009 a customs modernization program was launched to integrate
various information technology (IT) systems with the broad goal of easing trade
across borders.

The reforms at customs were done under the guidance of international
consultants, particularly retirees from Her Majesty’s Customs and Excise from the
United Kingdom. The reforms included introducing an electronic data interchange
(EDI) system in 2005, which resulted in significant reduction in paperwork. The
electronification of SARS’s customs process was announced in 2010. It was
pitched as a system that made it easier for SARS to identify illegal and illicit trade.
The capacity of customs was increased through a strong recruitment exercise,
particularly to augment its audit function. An antismuggling unit was put in place
to improve border control. The focus on the behavior of criminals helped shape
antismuggling efforts. It changed potential tax evaders’ mind-sets by showing that
increased enforcement efforts increased the risks of noncompliance.

The role of SARS’s autonomy in the success of reforms cannot be
overemphasized. Prior to the establishment of SARS as a semiautonomous
agency, tax administration was driven by procedures and controls. Implementing
change would have been slower because the process would have had to go
through the bureaucratic processes in the National Treasury. Thus, flexibility
gained through autonomy made it easier to institute and implement reforms.

Autonomy over personnel management facilitated modernization of SARS’s
personnel system. The introduction of its own personnel system enabled SARS
to adopt a system of competitive, market-referenced remuneration thereby
attracting and retaining qualified professional staff. The agency was able to cre-
atively respond to the problem of retaining its highly skilled professionals,
particularly auditors and tax lawyers. In addition, autonomy gave SARS flexibility
to outsource services, for example IT staff, and offer its employees many training
opportunities. Autonomy meant SARS could manage its tendering processes
more closely, which helped reduce corruption (Taliercio 2004). Owing to its
autonomy, SARS could decentralize its operations to regional offices, institute
special prosecution and revenue initiatives, and offer its staff special incentives.

Overcoming Resistance to Change

More than 80 percent of the agency’s workforce was unionized at the time of
the reforms. The unions could have blocked efforts to change job descriptions,
move people to new locations, and create a more efficient organization, but they
did not. Participants in the change process attributed union cooperation to
Pravin Gordhan'’s leadership style as well as to the way the new job structure was
designed.
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Initially, many unions represented workers and managers in the tax service.
The apartheid government had encouraged a kind of “divide-and-rule”
approach that fragmented union membership. After transition, new
rules required that each union be at least minimally representative of
employees of different ethnic or racial backgrounds. The number of unions
fell to two, which eased negotiation. For their part, agency directors were
careful not to play the unions—one still majority white and the other
majority black—against each other, in order to build a commitment to a
nonracial workplace.

The directors and the unions sat together for eight months to craft an
agreement. They developed a shared strategy and principles for resolving
disagreements. The agreement included two-year pay protection in addition to a
ban on retrenchments. The pay protection covered people who were moved into
positions with lower remuneration than the posts they had left or failed to retain.
During a two-year grace period, these employees could obtain additional training
and try to win promotions or move to other jobs that paid more.

The resulting Siyakha protocol made it possible to overhaul the agency.
Unions and agency directors held a joint “road show” at the agency’s regional
offices to make sure employees and managers understood the details of the
changes they had agreed to. Without the protocol and the effort to communicate
its terms, resistance to change could easily have resulted in thousands of labor
disputes.

Although there was substantial internal resistance to the changes—many
employees did not want to change jobs, even if they maintained employment
security—a strong culture of negotiation allowed reform to move forward
following the pay and employment security concessions made to the unions.
In particular, the grading and remuneration system, along with a flatter orga-
nizational structure, created tensions among staff. Centralizing decision mak-
ing was unpopular with managers, some of whom resigned rather than accept
redeployment. “Resistance would probably have been unmanageable without
[the collective agreements],” Parfitt said. “That’s not to say that management
and the unions held hands and walked into the sunset. There were some bit-
ter disagreements and a couple of disputes and one or two narrowly averted
strikes. But I think a deep trust and this very powerful shared commitment
to creating a better life for all—it was a wonderfully mobilizing concept.”
Overall, this effort is probably best described as a gradual rather than a big-
bang approach to internal change, but the key was not speed but rather the
degree of consultation and buy-in.

Of course, the challenges were not only internal: citizens are rarely eager to
pay taxes. Building a service culture within the organization required not only
creating incentives for performance but also changing the culture. Doing so
required employees to face customers—literally. Before the reforms, “a lot of the
people who found themselves in service jobs had worked in dark, windowless
offices,” Parfitt said. The new branch offices created direct contact with taxpayers.
The result has been easier tax filing.
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Results Achieved

Measured by the size of the tax base, the organizational reforms were a success:
the tax register grew about 129 percent between 2009 and 2014. In March 2009,
it stood at 9.3 million—including individuals, companies, trusts, employers, VAT
vendors, importers, and exporters, of which 59 percent were individual taxpayers.
The register rose to about 21.4 million by March 2014. Tax revenue levels rose
from R 114 billion in 1995 to R 900 billion in 2014, thanks in part to important
efficiency gains in collecting taxes.” The number of taxpayers filing their taxes
electronically rose from 6,150 in March 2002 to 4.5 million in 2012, when
e-filing accounted for 10.2 percent of all tax revenues (SARS 2013).

Consequently, as a share of GDP, South Africa’s tax revenue grew from
22.9 percent in 1994 to 27.2 percent in 2009, as shown by figure 3.1. By March
2014 the share of total tax revenue had fallen slightly, to 26.1 percent of GDP.
Revenues remained strong despite the global financial crisis and the end of
Gordhan’s tenure, however.

SARS received a generous budget early on. From 1999 to 2000, for example,
its budget increased 25 percent, from R 1.75 billion to R 2.197 billion. Its budget
by March 2014 was almost R 10 billion (SARS 2014). As a middle-income
country, South Africa could afford to put money into revenue collection—an
investment that paid for itself in new revenue generated. More important,
efficiency of collection has generally been improving over time: by March 2014,
the operating cost as a percentage of total tax revenue was 0.97 percent, a clear
improvement from 1.17 percent in 2010 (SARS 2014).

Figure 3.1 Tax Revenue in South Africa as a Percent of GDP, 1994/95-2013/14
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Reforms succeeded in changing the racial makeup of SARS. The task was
facilitated by the fact that it was given the resources to expand its staff. The
number of permanent SARS employees increased from about 12,500 in 1998 to
15,307 in March 2009 and fell to 14,137 in 2014. In 2014 almost 71 percent of
SARS’s permanent workforce was black. Women occupied 62 percent of all posi-
tions and 41 percent of management positions (SARS 2014).

Reforms also dramatically changed citizens’ perceptions of SARS (and of its
head, Pravin Gordhan).8 In 2009 SARS received the grand prix platinum award
in the inaugural Public Service Excellence Awards for best reputation of all gov-
ernment departments and state-owned enterprises.? SARS also received four
gold awards (for overall effectiveness, service orientation, service orientation in
rural areas, and best reputation in the financial services category) and two bronze
awards (for internal effectiveness and community engagement).

The organization’s success has attracted international recognition. In 2010 the
World Bank ranked South Africa 24th of 189 countries on ease of paying taxes,
but only 41st on overall ease of doing business (World Bank and
PricewaterhouseCoopers 2010). In 2015 the country’s ranking had improved to
19th of 189 economies with respect to ease of paying taxes for a medium-size
case-study company (World Bank and PricewaterhouseCoopers 2015). Its pro-
fessionalism and working conditions made SARS an employer of choice, with
annual staff turnover of only about 2.5-3.5 percent.

Other public institutions have shown interest in learning from SARS’s experi-
ences. SARS is providing technical support in the modernization of the
Government Pensions Administration Agency (GPAA). In 2010 it began collabo-
rating with the Department of Home Affairs to develop and implement a system
to control movement by correctly identifying people entering and leaving the
country.

Moving forward, there is interest in further tax reform. In his 2013/14 budget
speech, Minister of Finance Gordhan announced plans to initiate a tax review “to
assess our tax policy framework and its role in supporting the objectives of inclu-
sive growth, employment, development, and fiscal sustainability.” In July 2013 he
announced the members of the Tax Review Committee (known as the Davis Tax
Committee) and its terms of reference. Among other tasks, the committee will
consider the overall tax base and tax burden.

Conclusions: Success Factors, Challenges, and Lessons Learned

The SARS experience holds a number of success factors and lessons learned for
reformers elsewhere. First, autonomy meant SARS could be more proactive,
innovative, and flexible. Autonomy allowed the agency to carry out reforms
faster than it would have had the agency not been autonomous.

Second, strong and continued leadership was key. Continuity of leadership
with a shared vision and value system helped push the transformation agenda.
SARS had one commissioner for 10 years, as well as one finance minister (Trevor
Manuel). Stability at both political and management levels gave SARS the
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legitimacy to take risks. Effective leadership and management by Pravin Gordhan,
who had strong organizational and political experience, helped create change and
defuse resistance. By attracting people with organizational skills from other
government departments and the private sector, SARS created a group of
dynamic managers. Reshuffling management and technical personnel allowed
SARS to retain technical skills while making its management more diverse and
more competent. Through organizational reforms, such as separating front and
back offices, and providing incentives, such as rewarding individual initiative,
Gordhan and his team created an organization with a reputation for excellent
customer service. Management had a hands-on approach that involved going out
to the field to communicate changes to staff in the field. Informal interactions,
both between management and employees and between employees and taxpay-
ers, built goodwill.

Perhaps the most important lessons were how to gather support within the
agency through a contentious but respectful process of negotiation and ensure
that agency staff cooperated with the changes. Change required serious consulta-
tion and real concessions to organized interests. Eight months of talks with
unions led to a no-firing guarantee and a two-year pay protection promise. This
consultation and negotiation allowed informal norms to change in step with
formal rules. This also implied forging a strong and effective partnership with
stakeholders, particularly the private sector, to improve compliance. SARS’s suc-
cess was thus a people story, not a technology story. “Part of our broader strategy
was that this would be a nontechnology change,” Gordhan said. “So although
there will be adaptations to some of our existing legacy systems, we would not
focus on technological investment at this point in time. It was more about pro-
cesses and people and changing the service approach and ultimately also chang-
ing the enforcement approach of SARS. That is what we worked with for five or
six years.” Activism provided crucial preparation. In Gordhan’s view, the experi-
ence of the anti-apartheid struggle helped develop strategic and tactical skills and
made people understand the importance of engaging with people to build
support.

Third, adopting a strong anticorruption approach in the early years helped
improve the credibility of the agency. For example, separating front and back
offices reduced opportunities for corruption. Strong early sanctions for fraud also
deterred further corruption.

These successes should not hide the challenges that remain. First, although
SARS greatly increased revenue collection in the formal sector, collecting taxes
in the informal sector remains a challenge.

Second, SARS also has to ensure that training and knowledge transfer keep
pace with changes in tax laws and the way the organization interacts with
clients. In particular, increases in the number of staff that deal with the public
in the call center placed greater emphasis on training of staff not only in tax
matters but also in information technology skills. Because tax laws constantly
change, SARS has to ensure that training and knowledge transfer keep pace with
these changes.
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Third, SARS faces challenges in detecting tax evasion by international
businesses. To avoid paying taxes, multinational corporations often use sophisti-
cated financial schemes, including transfer pricing and the use of tax havens.
SARS launched a compliance program in 2012 that identified seven areas
where compliance can be improved: wealthy South Africans and their trusts,
large businesses and transfer pricing, construction, cigarettes, clothing and
textiles, tax practitioners, and trade intermediaries and small businesses (SARS
Annual Report, 2012). Tackling these areas will require new skills—for exam-
ple, better monitoring of transfer pricing—as well as closer cooperation with the
international community. The illicit economy also reduces revenue collection.
SARS estimates that R 2.0-R 4.5 billion is lost as a result of smuggling and
consumption of contraband cigarettes (SARS 2013). Detection systems need to
be improved to deal with these challenges.

Fourth, since the end of Gordhan’s term in 2009, SARS has lacked continuity
in leadership and reform sustainability. This has resulted in challenges in further
maintaining the initial reform commitment and ensuring continued reform drive.
Recently, a number of senior managers have resigned; others were suspended or
faced disciplinary action. The agency also grapples with alleged incidents of cor-
ruption, which might undermine the sustainability of reforms and pose a risk to
the credibility and reputation of the agency.1?

Depending on how these developments are managed going forward, they may
have adverse effects on taxpayers’ perceptions of the agency and could undo the
gains SARS has made in building a relationship of mutual respect and trust with
taxpayers.

Notes

1. SARS is mandated to collect all revenue due, ensure maximum compliance with tax
and customs legislation, and provide a customs service that maximizes revenue
collection, protects South African borders, and facilitates trade.

2. No. 34 of 1997: South African Revenue Service Act (Part I, Section 2) www.gov.za
/documents/download.php?f=70780.

3. World Development Indicators (database), World Bank, Washington, DC (accessed
December 15, 2014), http://data.worldbank.org/data-catalog/world-development
-indicators.

4. The tax administration reforms at SARS were closely guided by the report by the
Katz Commission set up in 1994 by the minister of finance to examine and make
recommendations on the tax structure. The establishment of SARS—an independent
tax and customs administration—came out of the recommendations of the commission.
It recommended that, to raise revenue collection, the tax burden had to be reduced
rather than increased, a measure that could be achieved by reducing marginal tax
rates. Raising revenue would thus be achieved mainly by broadening of the tax base.

5. Although only 6 percent paid income tax, they (the rich white population) paid a
disproportionately high share of taxes, explaining the high tax revenue/GDP ratio in
1994.
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6. Implementation of the Siyakha program was sequenced by province. The program
was put on hold in December 2001, following a review of the program in KwaZulu-
Natal that highlighted a lack of skills, particularly in service and enforcement, and the
need to integrate technology and information technology (IT) enhancements in accor-
dance with the new organizational structure. A year later, Siyakha 2 was rolled out in
the Western Cape, focusing largely on training and change management. Siyakha 2
benefited from lessons learned in implementing Siyakha 1, which underscored SARS’s
approach of experimenting, learning, applying, and moving on.

7. As expected, tax collection varies significantly depending on the type of tax.

8. By 2010 Gordhan was the minister of finance. He was one of only two cabinet min-
isters to receive an A grade in the Mail & Guardian’s annual Cabinet report card

(Mail & Guardian 2010).

9. The Public Sector Excellence Awards, established by an independent organization
(the Brand Leadership Academy), are aimed at honoring excellence in the public
sector. A representative national sample is used to select citizens who are asked to
provide feedback with respect to the performance of government departments and
parastatals.

10. Examples of cases of corruption can be found on SARS’s media releases Internet page,
http://www.sars.gov.za/Media/MediaReleases/Pages/default.aspx.
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CHAPTER 4

Strengthening Performance
Monitoring and Evaluation

Kathrin A. Plangemann

Introduction

The performance agenda, and performance monitoring and evaluation (M&E),
has been a core driver of public sector reform in South Africa. Since the end
of apartheid and the start of democracy, South Africa has undertaken impor-
tant steps toward greater performance to enhance service delivery outcomes.
Performance management has taken place along the public sector performance
value chain, from results-based planning to performance-based budgeting and
performance management in the civil service.

Performance M&E is the most recent piece of the performance agenda, con-
stituting the fourth corner of the performance square. A performance M&E
system can be defined as an integrated, results-oriented, government wide
framework based on a combination of tools and incentives that ensure greater
effectiveness, efficiency, transparency, and accountability of policies, programs,
and projects to enhance service delivery, fiscal management, and improve
government focus and capacity to achieve overall government outcomes.

A new Department of Performance Monitoring and Evaluation (DPME) was
created in the South African Presidency in 2010 to strengthen performance M&E
in order to improve service delivery. In the relatively short time since its creation,
compared to other M&E systems world wide, the South African system has made
impressive steps toward anchoring a greater performance approach across sectors
and levels of government.

DPME is strategically located within the Presidency, and has its own
minister. DPME has an annual budget of about US$20 million and a staff of

The author is the Lead Public Sector Governance Specialist and Cluster Leader for Southern Africa in the
Governance Global Practice of the World Bank. This chapter draws heavily on the work done by the
South African Department of Planning, Monitoring and Evaluation (formerly Department of Performance
Monitoring and Evaluation) (DPME), including Phillips et al. (2014), World Bank (2012), and other publica-
tions and work by DPME as cited in the references. This chapter also benefited from extensive interviews
with current and former government officials.
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about 240.1 Together with the Cabinet, it has been a powerful driver of
reforms, adopting and pushing the implementation of policies, products, and
tools on performance M&E.

DPME works together with other key stakeholders on the other parts of the
performance square, both horizontally across sectors and vertically across levels
of government. A key partner is the National Treasury, which has been an impor-
tant driver of performance reforms, following the 1999 National Public Financial
Management Act, performance-based budgeting, and its monitoring through
strategic plans and annual performance plans (see chapter 2). Other partners
include the Auditor General, who has recently started performance audits; the
Department of Public Service and Administration (DPSA), which is engaged
in performance management for the public service; Statistics South Africa
(see chapter 5), working on the quality of data available for planning and M&E;
and Parliament, strengthening parliamentary oversight through greater use of
performance information. DPME is also engaged with civil society and academia,
science councils, and the private sector (management consulting firms and spe-
cialized evaluation companies). It has also been able to position itself within the
international M&E community and coordinates a large and diverse community
of development partners, which support different parts of DPME.

Setting up a comprehensive, government wide system to change the perfor-
mance culture in an environment that was still marked by the legacy of apartheid
was a major challenge. The transition to democracy confirmed the vital role of
the state in mediating social and economic relations in a highly unequal society.
The public administration was geared toward a traditional approach, focusing on
inputs and activities. There was limited inclusiveness of the policies, programs,
and projects to be designed, implemented, and monitored as well as limited
diversity in the civil servants in charge of doing so. Overcoming the legacy of
apartheid required providing opportunities for all citizens, by ensuring that
government policies, programs, and projects actually reach all intended citizens
and had the intended impacts.

Key initiatives include the following: (i) the Outcomes Approach that
focuses on 14 government priority outcomes; (ii) the Management Performance
Assessment Tool (MPAT) to assess the quality of management performance
of national and provincial departments and a similar tool for municipalities;
(iii) a system of monitoring front-line services, including a presidential hotline
and a citizen-based monitoring framework; and (iv) a comprehensive national
evaluation system that promotes the use of research evidence.

These initiatives have generated extensive evidence for policy making and
achieved relatively large institutional and expenditure coverage. They have started
to produce a sharper government focus, influencing policy making and imple-
mentation toward greater efficiency and effectiveness and helping the public
sector move toward a greater culture of results. The system will need to mature
in its design; expand coverage, use, and impact; and become more integrated with
planning and performance-based budgeting so that it can fully influence policy
making and budget decision making for improved service delivery. An important
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step in this direction arose after the 2014 presidential elections with the incorpo-
ration of the planning function and the merger with the National Planning
Commission when DPME became the Department of Planning, Monitoring and
Evaluation.

The Policy Challenge

Triggered by high poverty and inequality, widespread service delivery protests,
the loss of support in the 2009 elections, and criticism of the overall performance
of the African National Congress (ANC), the President and top officials realized
that they needed to take bold action. For example, in health and education,
despite high investments, outcomes were quite limited. These pressures increased
willingness in government to be frank about the quality of public services, cor-
ruption, and other governance challenges and helped develop a political consen-
sus to improve government performance. It became clear that the government
needed to demonstrate improvements in service delivery to citizens and improve
its image, nationally and internationally. As Ian Goldman, head of evaluation at
DPME and one of the witnesses of the early stages of DPME, notes, “Something
needed to be done quickly; otherwise there was a risk of even greater erosion
of ANC’s credibility.” The main challenge was how to improve government
effectiveness and efficiency as well as accountability and transparency through
a greater focus on public sector performance to improve service delivery for
all citizens.

One of the key riddles for public sector management to undertake service
delivery reforms was the question of how to achieve horizontal and vertical
coordination across levels of government. At the central level, different, some-
times overlapping responsibilities have created coordination challenges for both
the center of government and departments, producing inefficiencies and subop-
timal service delivery outcomes. Across levels of government, responsibilities
have been either at one level or shared (for example, education and health). The
implications of central-level challenges and different delivery models in and
across sectors and levels of government further created inefficiencies and com-
pounded service delivery challenges. As Sean Phillips, former DPME director-
general and one of the founding fathers of DPME, emphasizes, “The problem was
that there has been insufficient value for money: for example, education and
health results versus expenditure per capita.” The initial environment of limited
strategic direction, efficiency, and transparency challenges; weak upward and
downward accountability; and lack of effective oversight limited the reform
space and called for a targeted, gradual approach to achieve lasting results.

To address these challenges, different pieces of the performance puzzle have
been developed since 1994. Building on the Constitution (see chapter 12), the
democratic government embarked on a sustained public sector reform program.
A civil service performance management and development system was developed.
Budget reforms spearheaded by the National Treasury initially focused on the
financial dimensions of public expenditure management and gradually also on
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nonfinancial information, in pursuit of greater value for money spent in service
delivery (see chapter 2). The 1995 White Paper on Transformation of the Public
Service (DPSA 1995) introduced initial M&E concepts. The 1997 White Paper on
Transforming Public Service Delivery (DPSA 1997) brought in the new public
management approach, including targets and results, delegation and accountabil-
ity for results, and the Batho Pele (People First) principles around transparency,
service standards, and so forth.

With the focus between 1994 and 2005 on major policy reforms, monitoring
was not yet a priority. This was even more the case because in the early years of
democracy the policy focus was naturally more on expanding access to service
delivery and a greater focus on quality only came in over time. Monitoring and
very little real evaluation were generally conducted in a fragmented manner,
driven largely by departments (Engela and Ajam 2010). From 2000 onward,
pressure mounted to introduce a more comprehensive approach, driven by the
need to report on the promises made by the President in his annual state of the
nation address. This approach developed into a Program of Action, in which
key priorities were identified and progress reported. In 2009 an advisory body,
the National Planning Commission, was established to develop a long-term
2030 Vision and National Development Plan, which was also perceived as a way
to move the planning function out of the National Treasury into the Presidency.

In 2005 the Cabinet approved a plan for the development of a government
wide M&E system. It envisaged a “system of systems” in which each department
would have its own monitoring system. In 2007 the Presidency published a
strategic policy framework to guide the government wide M&E system
(Presidency, Republic of South Africa 2007). This framework was an important
step in developing the system and provided a conceptual anchor. It included
the need for specific policy frameworks for program performance information,
quality of statistical data, and evaluation and sought to strengthen the link-
ages among the Presidency, the National Treasury, and Statistics South Africa
yet also increased the administrative burden on departments, which faced a
multitude of reporting systems.

In light of the service delivery protests and the conceptual progress made over
time, the creation of a performance M&E system in the Presidency was seen as a
powerful way to enhance performance on the ground while also signaling ANC'’s
public commitment to performance. The design of the system had to combine
technical and political objectives. The system needed to be strong enough techni-
cally to achieve its objectives yet politically feasible, aligned with ANC’s concep-
tualization of the role of government and other political economy objectives.
Initially, the President, who had previously been involved in ANC intelligence
work, thought the M&E system would be very useful for gathering information on
government that would help control government action. But it was soon realized
that the system could also achieve broader technical and political objectives.

For the design of the system, several options were explored. The first was to
set up an early warning system, with a multitude of local offices of the Presidency,
to find out what was going on at the local level in order to be able to take action.
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This option was ruled out because of feasibility questions and its cost implications,
and it was decided that a more strategic approach was needed.

Creating a cutting-edge, government wide performance M&E system was seen
as the best way for the Presidency to improve service delivery, hold departments
accountable, and portray itself as a modern, sophisticated public sector reformer.
As thinking about the performance M&E system matured, the initial preferred
option for the creation of the new unit in the Presidency was to take on the role
of a delivery unit as a rapid-response type of mechanism for taking action on
service delivery issues.2 This was the initial focus of DPME, and its team was
engaged in quite a bit of troubleshooting. A study tour to the United Kingdom
was undertaken to explore this option, but it was felt that the Presidency should
not only be a troubleshooter but also take on a more comprehensive and strategic
role, in line with its mandate.

After careful review of options, it was then decided to create a more compre-
hensive performance M&E system, to be set up in the Presidency under the new
DPME. The Presidency was seen as the ideal place for the new system, as the
President and his team could closely control it and use the information created.
Locating the DPME in the Presidency was also meant for it to be a counterweight
to the powerful National Treasury.

The Presidency published a position paper on M&E in 2009, setting the basis
for the outcomes approach, the first mandate for DPME. The outcomes approach
aims at strengthening the strategic focus of government, improving interdepart-
mental and intergovernmental coordination, and focusing on key areas such as
education, health, and security. From a political perspective, it showed that the
government was actively pursuing better performance, focusing on key outcomes
relevant to citizens. From a technical perspective, it was a mechanism holding
departments accountable to the Presidency to ensure improved performance. In
2010 the Cabinet adopted the 12 priority outcomes building on the five priori-
ties in the ANC manifesto. The first pillar of the new system had been erected.

Addressing the Policy Challenge

The new performance M&E system mainly aimed at strengthening government
effectiveness and accountability through improved policy, program, and project
performance, with the ultimate goal of improving service delivery. Efficiency was
also an important objective, to be pursued through the outcomes approach,
MPAT, and the evaluation system; but it was pursued less vigorously than in other
countries, such as Chile, where it was the main reform driver. The focus on
accountability, particularly internal accountability, helped the Presidency get a
better grasp of departments and enhance both its coordination and control func-
tions. The system was meant to be responsive, showing citizens that the govern-
ment was listening to their concerns and taking action to improve service delivery,
particularly through the presidential hotline and other front-line service delivery
tools. Transparency was also an objective, although less so than in other countries,
such as Mexico. For South Africa, the focus was more on making information
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widely available than on the system’s potential use as an anticorruption tool,
which would have reduced buy-in from different stakeholders. In terms of incen-
tives, the system was meant to have a political effect and counter criticism, both
from citizens and from the international community, helping to maintain and
increase the power and popularity of government. While the system has devel-
oped much further from the original focus on the outcomes approach, the key
underlying formal and informal objectives remained largely in place.

While there was keen political interest in setting up the system, a strong drive
for the design of the new system came from the technical level. Under the overall
political leadership, the technical team was given the mandate, resources, and
technical space to design the system, and was encouraged to do so. “Political
leadership came in to help when needed but otherwise let us do the work the
way we wanted to do it, as long as we stayed within the official line,” recalls a
senior DPME official. Proactive leadership by the director-general, the deputy
director-generals, and the heads of programs to constantly design, refine, expand,
and promote the use of the system was a fundamental factor in paving the
ground for the system'’s use. Top politicians provided leadership. Delegation from
the political to the technical team was strong, as shown by the high level of
trust displayed, the design flexibility, and the unusually high levels of delegated
spending authority.

The technical team took a pragmatic approach to the design and implementa-
tion of the system. The initial approach was selective, focusing on strategic out-
comes rather than tackling the whole system at once. Instead of starting with
a legal mandate or comprehensive strategies, the system was built up starting
small, using pilots, testing, learning, adjusting, and then gradually moving to a
rollout, readjusting, and refining. Its initial creation might have been a bit more
of a top-down approach, building on the location in the Presidency; but as new
systems developed there was a lot of horizontal and vertical collaboration and
consultation. In subsequent design stages, the bottom-up approach became more
important, and the focus moved toward stimulating effective demand by stake-
holders, including departments, subnational governments, and civil society for
the citizen-based monitoring framework. Management arrangements within
DPME were set up in a flexible way, which allowed further evolution of the-
matic areas, effective collaboration between units, staff mobility between units,
and the creation of new units and tools as the need emerged. Such a strategic yet
gradual approach in system design can be characterized as an approach of strate-
gic incrementalism. There were clear objectives, expected results, and a strategy;
yet, it was flexible and built up gradually over time. This made a big difference
in helping build up greater buy-in and support over time. This was not done at
the expense of speed: within five years the system has been designed and rolled
out at a very fast pace, compared to peer countries.

Designing and managing such a comprehensive and innovative system required
sufficient capacity, which needed to be built up. To design the system, a group of
very strong technical individuals, with some national and international exposure
on performance M&E, was asked to lead the initial effort. The team that designed
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the system was one of “pragmatic doers as well as visionaries,” according to Ian
Goldman, one of the founding fathers of the system. DPME recruited strong
technical staff, who were often trained on the job. It also provided leadership posi-
tions, such as at the director level, to help build a new cadre of management from
in-house positions. Strong performance expectations, technical rigor, and an insti-
tutional commitment to excellence permeated all levels of staff. It was made clear
that the system needed to be credible to have any chance of success and that
failure was not an option. Staff were encouraged to further develop their skills by
pursuing further education or training. Staff faced both performance incentives
(financial and nonfinancial) and disincentives (perform or move, a soft application
of the “up-or-out” principle). A culture of continuous learning and feedback was
created, with regular requests for feedback from stakeholders and national and
international experts.

A specialized unit was set up for capacity-building purposes, which designed
a capacity-building strategy. It conducts national and international workshops
and created a national M&E community of practice by mobilizing support from
capacity-building service providers, such as the technical assistance unit in
the National Treasury, and external stakeholders, including universities, private
companies, and the multi-donor-funded Center for Learning on Evaluation and
Results (CLEAR).2

International good practices strongly influenced the way the system was
designed. Instead of reinventing the wheel, the DPME team wanted to learn as
much as possible from other countries. The DPME team visited Australia,
Brazil, Canada, Colombia, India, Indonesia, the Republic of Korea, Malaysia,
Mexico, the United Kingdom, and the United States to analyze their M&E sys-
tems and to learn from both their successes and their failures. Although the
study tours required significant funding, mostly from donors, together with desk
studies, they helped South Africa learn from others’ experiences and enable
rapid development of systems as well as avoid expensive mistakes in design and
implementation—and thus proved to be a strategic investment. In building on
what others had done, DPME was able to access good practices, adjusted inter-
national best practices to the local context, and proceeded rapidly in the design
of its own systems. Although the replication and adjustment of good practices
often required more in-depth dialogue and analysis, it was an important step to
design a system inspired by the best parts of different systems.

The development of the new performance M&E faced several important
obstacles. They included the lack of previous experience with performance M&E
systems, inadequate capacity to design and manage it, lack of a performance
culture in government, horizontal and vertical coordination challenges, data
issues, a difficult reform environment, a multitude of service delivery challenges,
and resistance from stakeholders. Addressing these obstacles required political
will, technical know-how; a strategic focus, selectivity, and a gradual approach.

Breaking down resistance, building consensus, and creating demand from stake-
holders for the system were possibly the most daunting challenges. Pockets of
vested interests across government opposed to any sort of performance control
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made it difficult to find broad-based support for rolling out the system. For
example on the MPAT while there was interest in its use, the initial self-
assessments were often not very realistic. This resulted in a disconnect between
overly positive departmental reports and public experiences of service delivery.
Departments thus missed the opportunity to use their monitoring processes as a
way of improving service delivery. This was also reflected in a tendency to produce
and report on process indicators, rather than indicators measuring improvements
in outputs, outcomes, or impact. Overcoming resistance in some departments to
conduct evaluations and make findings public was another significant challenge.
In the words of Sean Phillips, the problem was “a culture of doing things the way
they have always been done, as opposed to a culture of continuous improvement
and monitoring and reporting for compliance rather than for improvement.”

Building demand was addressed through a combination of pull and push
factors. The strategic focus was on persuasion and engagement. DPME adopted
a participatory approach, working with a mix of incentives, such as carrots
(for example, additional funding and awards), sticks (for example, enforcement
through Cabinet decisions), and sermons (for example, speeches by the President
and ministers, workshops, training, and clinics). Highlighting positive practices in
public and addressing resistance in a more internal way helped build demand and
reduce resistance.

But there was also realism that persuasion and incentives could go only so far.
To kick off the system and expand it, there were also gentle pushes from the top
to ensure the system was implemented. They included Cabinet decisions on the
use of certain tools (for example, MPAT), the willingness of DPME to be mea-
sured by the same yardstick as other departments, and a heavy emphasis on
encouraging use of M&E information. As Sean Phillips emphasizes, “Results-based
M&E must be coupled with leadership for it to have impact. M&E alone will not
result in improved performance—leaders must act on M&E information.” For
example, the suggestion to have a program evaluated might first come from the
technical team. In case of insufficient demand, it might be followed up by a sug-
gestion from a higher level, including the Cabinet, to undertake certain evalua-
tions. The choice of the program to be evaluated might also be part of an informal
negotiation process. However, the final decision to conduct an evaluation comes
from a cross-government National Evaluation Technical Working Group, and then
DPME. Once agreement is reached, the department has to follow the processes
established as part of the national evaluation system.

Consensus building was an active part of the engagement strategy with key
stakeholders. This was particularly important because DPME did not have the
regulatory and financial power of the National Treasury. The President, minister,
and DPME management provided strong leadership for the performance M&E
system. Cabinet approvals of the system helped raise its profile and enabled the
DPME team to work with departments, including some that were not inter-
ested in a particular tool, such as evaluation. High-level engagement with min-
isters, deputy ministers, and directors-general, on a collective or individual basis
as needed, helped build support and address concerns at the department level.
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National and international workshops, trainings, how-to clinics, and other
events helped build interest, enthusiasm, and support for the system and
strengthen the technical capacity to demand and use its tools. Moving from a
culture of compliance to a culture of continuous learning and improvement
helped convey the message that the purpose of the system is not to help DPME
collect data on the departments but rather to give the departments tools to
continuously enhance their own performance. While DPME is also working
with other stakeholders, such as Parliament and the Auditor General’s Office to
broaden demand and use, continuing to strengthen demand and consensus is
likely to be a perennial challenge.

Effective sequencing was another important ingredient in the performance
M&E story. The creation of DPME was done using a big-bang approach with the
establishment of the work on outcomes. However, once this major change was
made, new systems were developed incrementally, introducing new tools in a
cautious manner by testing, learning, adjusting, gradually moving to a rollout, and
then readjusting and refining. Flexible management arrangements within DPME
allowed further evolution of thematic areas, effective collaboration between
units, staff mobility between units, and the creation of new units and tools as the
need emerged.

The gradual development of other systems was another demonstration of an
approach of strategic incrementalism. The management performance assessment
tool, for example, was first created at the central level in 2011. It was then rolled
out to the provincial and later the municipal level, showing a somewhat linear
development. The development of the front-line service delivery system (2011),
the evaluation system (2012), the citizen-based monitoring framework (2013),
and the ongoing work on medium-term planning (2014) were also developed
gradually and expanded in scope over time, based on lessons learned from inter-
national experience and testing, as shown in figure 4.1. DPME only brought a

Figure 4.1 Creation and Implementation of South Africa’s Performance Monitoring and Evaluation

System, 1995-2014

White paper on Approval of plan for Publication of position Management performance  Citizen-based
transforming public the development of a paperon M & E setting ~ assessment tool + front- monitoring framework
service delivery, which government-wide basis for outcome line service-delivery system
brought the new public monitoring and approach
management approach evaluation system

White paper on Development of Policy framework is Creation of DPME + Evaluation system

79

Ongoing work on

transformation of program of action published to guide adoption of the strategic planning
the public service + establishment of the overarching outcomes approach
introducing the national planning government wide
concepts of M & E. commission M &E system \
L L L J ] [} [} [} ] ]
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Pre PM & E system - Implementation phase

Source: Based on discussions with DPME.

Note: DPME = Department of Performance Monitoring and Evaluation (later renamed Department of Planning, Monitoring and Evalution);

M&E = monitoring and evaluation; PM&E = performance monitoring and evaluation.
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new system or tool on the market once it had been tested and reviewed and it
was clear that there was demand, response capacity, and interest in rolling it out.
This gradual approach also helped build greater buy-in and support. It also made
sense politically: the incremental approach helped build buy-in and support over
time and did not come at the expense of speed; the system was designed and
rolled out within five years, a very fast pace compared with peer countries.

Results Achieved

Given the nature of the system and the time required for changes to take place,
it is difficult to quantify its impact—a pending task for DPME. Significant prog-
ress has been made in the design of the structure of the system; the development
of policies, tools, guidelines, and products; and their early implementation. There
is also evidence of important outputs and outcomes that illustrate the initial
results achieved.

The outcomes approach has been put into practice across government. It has
now been widened from the initial 12 to 14 national outcomes that government
is committed to achieving as part of the Medium-Term Strategic Framework
(MTSF), now formally linked as the first five years of the National Development
Plan. These outcomes cover about 80 percent of government expenditure. All
ministers have signed performance agreements that describe the key results the
President expects them to achieve for each outcome. For each outcome, deliv-
ery agreements have been set up with interdepartmental and intergovernmental
plans for key cross-cutting outcomes.* These five-year results-based plans out-
line outcomes, measurable indicators, targets, and key actions; identify required
inputs; and clarify roles and responsibilities. The plans have facilitated align-
ment to strategic and annual performance plans. Implementation fora, based
on existing coordination structures, have been set up to help achieve these
outcomes.® Operation Phakisa, building on Malaysia’s Big and Fast Results
Initiative, has now started to complement the outcomes approach with an
innovative focus on intensive planning, M&E, and problem-solving in selected
service delivery sectors, such as the ocean economy and operation of ideal clin-
ics, and is expected to move over time into additional sectors, such as education
and mining.

An MPAT has been designed and implemented. It focuses on management
performance (for example, human resource management and procurement),
building on existing systems. It includes a facilitated self-assessment and
subsequent peer monitoring, which strengthen realism and ownership. Established
in 2011, following a visit to Canada, and now in its third iteration, it now covers
all 155 national and provincial departments. Results are publicly disclosed and
discussed by the Cabinet. Since its creation, performance scores have risen across
the board. As Ismael Akhalwaya, creator of the MPAT, explains, “Departments
are sensitive to naming and shaming.” A similar municipal performance assess-
ment tool, the Local Government Management Improvement Model, is being
implemented in a phased approach in selected municipalities.
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A front-line service delivery monitoring system has been set up. The system
was created in response to protests on the ground and to the president’s call for
more responsive government.® Designed to be very practical, it has helped gen-
erate visibility on the ground and credibility for DPME. Key features include the
following: First, a presidential hotline provides a grievance mechanism for the
public. It tracks complaints for resolution by responsible departments and moni-
tors data on sector and geographical trends. By June 2014, it had received more
than 190,000 complaints with a resolution rate of more than 95 percent (DPME
2014). Second, unannounced monitoring visits provide a “dipstick” assessment
of the quality of front-line services. They focus on facility-specific issues through
improvement plans and remonitoring, using a scorecard approach. Third, a
citizen-based monitoring framework, which is now being piloted, adds partici-
patory monitoring features to the system. Overall, the front-line service delivery
monitoring system focuses not only on receiving feedback but also and more
important on improving service delivery standards through improvement plans
and other means. As Bernadette Leon, former head of the program, underlines,
“Improvement plans facilitate problem-solving, assign responsibilities, and allow
tracking of agreed improvements.”

A national evaluation system has been developed and evaluations are being
rolled out at the national and provincial levels. A national evaluation policy
framework and four annual national evaluation plans have been developed and
adopted by the Cabinet. Evaluations conducted under the national evaluation
system are public, partially financed by DPME and the relevant government
department, and undertaken by external service providers, mainly private sector
and academia. To facilitate uptake of their findings, they are based on a learning
approach, focus on practical matters, and, once completed, include an improve-
ment plan. Fifty evaluations have been or are being conducted, covering about
R 75 billion in Medium-Term Expenditure Framework (MTEF) expenditure, at
a cost of about R 50 million a year. The official objective is to achieve at least
10 percent in efficiency gains (that is, R 750 million), with the unofficial objec-
tive being 50 percent savings and/or improvements in impacts in some cases.
Evaluation standards, guidelines, and competences have been developed, an audit
of government evaluations was conducted, and an evaluation repository was
built. The improvement plans developed by the national and provincial depart-
ments as a result of the evaluation are expected to be used for policy making
and redesign. Several evaluations, for example, on early childhood development
and on the reception year of schooling, have led to encouraging changes in
government policies and practices.

The combination of these systems has helped establish a greater focus on
key government outcomes, enhancing coordination around these outcomes and
strengthening government effectiveness and efficiency. Quarterly reports on
the outcomes provide the Cabinet with a strategic agenda, and a quarterly
focus on progress with the key priorities of government. “Coordination and
government effectiveness have resulted in good progress against key indica-
tors in some sectors (for example, health) and created a whole-of-government
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planning linked to key cross-cutting outcomes, clearly linking inputs and activi-
ties to outputs and the outcomes. This has also led to a higher level of under-
standing of how the work of the different departments affects each other
and greater coordination between departments and spheres of government,”
observes DPME Acting Director-General Nolwazi Gasa.

Instruments such as performance agreements and delivery agreements have
helped increase internal accountability in government and, through demand-side
mechanisms, are helping gradually increase external accountability. In terms of
efficiency gains, more systematic M&E through a focus on key outcomes, the
MPAT, and increasingly through the evaluation system is beginning to facilitate a
more efficient use of limited resources, starting to improve focus or generate sav-
ings across selected parts of government. DPME’s involvement in the budget
process, through joint work with the National Treasury on expenditure reviews,
for example, is also producing efficiency gains. Budget guidelines now require
departments to include linkages with the delivery agreements in their plans, and
DPME checks the strategic plans and annual performance plans to ensure that
the linkages with outcomes are in place.

Equally important is the gradual change from an input- and activity-based
culture with a compliance focus to a results-based culture of continuous learning
and improvement. The emphasis on measuring results is working as a catalyst for
change. Departments are increasingly embracing the approach, putting in place
improvement plans, improving their data, and using the results of M&E findings
for policy making or reviewing policy implementation (for example, from the
evaluation on the reception year of schooling and on nutrition). These changes
have spurred progress against key indicators in some sectors, including health.
These gradual changes have been difficult to quantify, but they have been con-
firmed in interviews with DPME and other government staff, academics, the
private sector, and other stakeholders.

DPME has also become increasingly transparent and quite candid in its com-
munications on its own performance and that of government at large. By making
information from the performance M&E system public, it has strengthened both
transparency and accountability. In the words of Ian Goldman, “There needs to
be an openness to admitting where things are not working well, so they can be
strengthened.”

The magnitude of system design and sophistication is impressive. Comparable
countries, such as Canada, Mexico, and Colombia, have taken one or more
decades to develop their systems. Although each of them had different objec-
tives, focus areas, and tools and some have more advanced systems than South
Africa, the South African system is nevertheless quite comprehensive and has
been developed quite rapidly. First, the combination of the different pillars of
the system, such as the outcomes approach, front-line service delivery monitor-
ing, and the evaluation system shows its far-reaching scope. Second, as opposed
to many countries, the system includes not only the central level of government
but also the provincial and increasingly municipal levels. Third, other initiatives,
such as a national-level citizen-based monitoring framework linking the supply
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and demand side, are rare in other countries, where such initiatives are often
more local or fragmented. Fourth, the focus on performance as a tool for con-
tinuous improvement is promising and helps in starting to institutionalize the
system, even though occurring gradually.

The initial impact of the performance M&E system on stakeholders has
been rather positive, yet further work is needed. Interviews and surveys with
government staff working in national, provincial, and municipal departments
show that they have largely welcomed the new system. “It’s been a big help,”
notes one government official. “It has helped us focus our work more, make our
programs more effective, helped us make savings, and has taught us quite a bit on
being more responsive to citizens’ needs.” However, stakeholders have expressed
concern that the system adds yet another layer of reporting obligations and think
that it could be streamlined with other center-of-government initiatives. Some
actors also believe that DPME is duplicating the work of the Auditor General,
the National Treasury, and other agencies in terms of reporting and compliance
monitoring.” These concerns need to be addressed in the medium term.

It is still too early to measure the impact on final beneficiaries, but surveys and
interviews suggest that it has been overall positive. Feedback on the front-line
service delivery tools, the presidential hotline, and the citizens-based monitoring
pilots seems to be also largely positive.

Conclusions: Success Factors, Challenges, and Lessons Learned

The development of the South African performance M&E system illustrates a
number of success factors and lessons learned. The first is about the strength of
the design. DPME was quite strategic and ambitious and focused on building a
strong and credible system. To understand best practices, the DPME team
reached out to other countries that had national M&E systems in place, to devel-
opment partners, and to academic experts. It was very careful to adjust these
experiences to the local reality, adopting a gradual and government wide
approach. It regularly consulted with many stakeholders to obtain feedback on
how to further enhance the effectiveness of the system and to build their com-
mitment to the system. The system combined supply-side governance approaches
(for example, different monitoring systems) and demand-side governance
approaches (for example, engagement with civil society and others through the
citizen-based monitoring). This focus on quality was a key ingredient for making
the design of the system a regional good practice.

Second, another key lesson is that an effective system can be designed in a
narrowing reform space and in a relatively short time period. Critical to this les-
son was the importance of technical-driven leadership under political leadership,
in a country context of broader governance and service delivery challenges and
under a reform space, which 15 years after apartheid had narrowed to the imme-
diate post-apartheid momentum. The system was developed by a technically
strong, committed team of individuals. The team managed to build alliances for
support, both within DPME, across departments, and more broadly nationally
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and internationally, and to make progress in targeted, selected areas. The political
leadership supported them, enabling the technical team to have a lot of flexibility
in the design of the system.

Third, the approach of strategic incrementalism has proved to be most
effective. Instead of designing a very comprehensive system at the start, the sys-
tem was developed over time. The building-block approach allowed officials to
learn from the initial parts of the system and build on them in a carefully
sequenced way from the outcomes approach, over the MPAT, to the evaluations
and citizen-based monitoring. Similarly, within building blocks, the MPAT
moved from the national to the provincial and now is moving to the municipal
level. A system that was originally more supply-side oriented is being increas-
ingly complemented by demand-side mechanisms, such as training in evidence
for directors-general, work with Parliament, and citizen-based monitoring. A
pragmatic, flexible, and persuasive approach has helped build demand for the
system among various groups of stakeholders. Engagements with departments,
for example, through one-on-one high-level meetings, targeted workshops, train-
ing, and clinics for departmental staff, helped increase demand for its tools. M&E
is increasingly seen not only as a tool for M&E officers but also as a management
and learning tool for all levels and types of staff. Offering a menu of tools has
helped make the system more attractive, for example, by offering support for
evaluations carried out under the national evaluation system or to those con-
ducted directly by departments. A focus on a culture of learning and continuous
improvement made departments see the benefits of M&E for their own sectoral
objectives. Quick wins, such as pilots, created momentum and showcased early
success. As Bernadette Leon emphasizes, “Through our collaboration, creating a
community of practice and a focus on quality, we have established a sense of
mutual respect between DPME and the departments, which encourages greater
demand and ownership in departments of the M&E agenda.”

Fourth, there was a lot of focus not only on the design features but also on the
implementation arrangements. Whereas some other countries have designed a
national development plan/presidential goals/outcomes approach, but some-
times have not paid sufficient attention to implementation, DPME focused on
the underlying mechanisms of how to make the system work in practice. This
was also important to counter the criticism that government has excellent poli-
cies but does not always implement them well. For example, for the outcomes
approach, there were clear implementation arrangements, such as the perfor-
mance agreements, delivery agreements, and implementation fora. There was
also a pragmatic decision to continue to let these implementation mechanisms
evolve and be adjusted as needed.

Fifth, the availability of funding was another important success factor, help-
ing build capacity, share international experiences, experiment with new ideas,
and scale up the system. Through its location in the Presidency, DPME was able
to attract sufficient funding to turn the development of the system into a high-
level and effective exercise. The President’s support helped generate sufficient
funding from the National Treasury. But DPME was also very actively engaged
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in attracting donor funding, through international positioning, engagement with
different multi- and bilateral donors, and fundraising tours. Donor funding, for
example, from the European Union (EU), the Department for International
Development (DFID, United Kingdom), the German Agency for International
Cooperation (GIZ), or the World Bank, served two main objectives. First, it
helped tap into international experiences and bring them to South Africa,
thus strengthening design and capacity. Second, it helped mobilize additional
funding for the type of activities that might have been more difficult to fund
with national resources, such as international study tours, workshops, and seed
money for testing new approaches.

However, as the system evolves, there continue to be important challenges to
enhance its design and implementation, such as its linkages with planning and
budgeting. First, the integration of the medium-term planning function after the
May 2014 elections is therefore a golden opportunity to make this marriage hap-
pen. A focus on the design of implementation programs and the design of the
medium-term planning framework are first steps in linking planning and M&E.
As Tan Goldman, head of evaluation, emphasizes, “We can have the best evalua-
tion system in the world, but if we only focus on this at a late stage in policy,
program, and project M&E, our impact will always remain behind. We therefore
need to strengthen performance by getting planning right in the first place, as
well as performance M&E. Only then can we have a lasting impact on government
policies, programs, and projects.”

Second, greater integration of M&E with the budget will be crucial. South
Africa has an impressive budget performance, recently ranking first or second in
the Open Budget Index, and a solid performance-based budgeting system.
Whereas in other countries the national M&E system is often based in the
Ministry of Finance, facilitating the integration with the budget, there is a need
in South Africa to proactively pursue the objective of greater integration while
maintaining the benefits of the system’s location in the Presidency. This is not
only a technical question of how to create the appropriate systems and tools to
maximize the impact of the system but also a political question of how to opti-
mize the collaboration between the National Treasury and the Presidency in this
regard. In the medium term, what is needed is the greater use of the performance
M&E information for budget preparation and execution, to ensure that the bud-
get is aligned with the outcomes approach, and that the M&E findings are actu-
ally used for budgetary decision making in all of the stages of the budget process.
Further alignment between the National Development Plan, the Medium-Term
Strategic Framework,® the Outcomes Approach, departmental strategic and
annual plans, and the budget will be crucial at the center of government and at
the departmental, program, project, and also subnational levels. Harmonizing the
use of performance M&E with the use of M&E of public investment to strengthen
public investment management efficiency, including in state-owned enterprises,
would be another important area where greater integration could be achieved.

Third, other reforms, such as second-generation reforms of performance
M&E, will also be needed, such as enhancing data quality. This will include
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strengthening data, from data availability to the quality of administrative data
over single entry of data at field level. It will also require moving toward common
data standards across government, including open data standards and the avail-
ability and interoperability of the supporting information technology (IT) sys-
tems to enhance both the collection and the analysis of data. Ensuring effective
coordination and reducing the administrative burden on departments will also be
needed to make the system more user friendly. Performance data audits would
be useful and help enhance the availability of data, including data to measure
DPME'’s effectiveness.

Fourth, demand by stakeholders needs to be further enhanced to ensure
greater use of M&E information for policy making and implementation. Increasing
demand is a perennial challenge for all M&E systems, and South Africa is no
exception. Limited effective demand is still an obstacle for using M&E tools and
MR&E findings to change policies. This is partially as a result of the predominance
of a compliance culture, the limited culture of accountability, and the lack of a
solid incentives framework. Although some encouraging results show the use of
M&E findings, such as the briefings to the President, Cabinet, and Parliament and
some corrective action following the MPAT, evaluations, and the front-line service
delivery monitoring, more needs to be done to enhance use and impact. DPME
needs to build stronger alliances with different types of stakeholders, such as with
departments, Parliament, the Auditor General’s Office, and other oversight insti-
tutions, and with the private sector, civil society, the media, and so forth to
enhance the demand for the use of M&E tools and findings and promote the use
of research for policy making. To do so, an incentives framework of “carrots, sticks,
and sermons” with financial and nonfinancial incentives for greater use of M&E
tools and M&E findings would be an important next step, ultimately contributing
to facilitating greater performance and penalizing poor performance. A systematic
review of the performance M&E design and implementation so far, and of its
subsystems, such as the upcoming evaluation of the evaluation function, could
also help shed light on the necessary structural changes, enhance both supply and
demand factors, and help maximize its effectiveness and use.

Fifth, the system needs to include greater built-in locks to increase its sustain-
ability and be protected against policy reversals. Even cases of very successful
M&E systems, such as Australia and Chile, show that there can be policy reversals
after a change of administration. It would be important to build a solid foundation
both on the supply side—for example, by considering a strong legal basis, man-
date, and well-established and recognized processes and practices—as well as on
the demand side—for example, by setting up a more effective incentives frame-
work for demand and use of the system in government and beyond.? Moving
toward a more integrated system of performance, with jointly agreed standards,
tools, and guidelines from the center of government would also help further insti-
tutionalize the system. A solid change and risk management system will be
needed to accompany the substantial reforms. Some of the key elements needed
to strengthen sustainability are: (i) moving from a directive style to a coordinating
style, where DPME is a champion and shows leadership around M&E but builds
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the involvement and commitment of partners; (ii) enhancing the demand for and
use of M&E information, for example, by ministers, directors-general, the Cabinet,
and the Parliament, so key decision makers see the value; (iii) building alliances
and building fora, that strengthen the M&E voice; (iv) strengthening the per-
ceived value DPME is providing to help departments achieve their objectives
to internalize M&E and to use it for improving performance, in the process
ensuring that departments take the credit for success; (v) simplifying systems,
for example, to reduce duplication in reporting, so increasing the perceived value;
and (vi) increasing support by and responsiveness to politicians, so they see M&E
as adding value to what they wish to achieve.

Finally, the system needs to mature, in terms of both the development of
new tools and the refinement of existing ones. For example, the policy frame-
work for the government wide M&E system needs to be updated. DPME has
increased transparency by making a huge volume of information available
to the government and the public. Use of this information now needs to
come increasingly from other parts of government and external stakeholders,
to ensure that government is held accountable.

These lessons learned, success factors, and challenges are widely applicable to
other countries, although not all countries might have the significant resources
and the political will South Africa has had to invest heavily in the design of the
system. Elements that might have triggered the policy challenge, such as the
concerns with service delivery challenges, will be similar across countries; and
there are lots of lessons to be learned from the success factors and challenges
alike. The main message here is that such a system can be designed even in a
limited reform space, and even in a relatively short time period. The growing
interest in South Africa’s experiences by developing and developed countries
alike reveals the relevance of its reforms to other countries. South Africa hosted
four international workshops in 2014 and 2015 to showcase its system and learn
from other regional and global systems. It has hosted several study tours to
South Africa to share specific parts of the system, such as the evaluations system
and the presidential hotline. More publications on the South African M&E sys-
tem are emerging. Technical collaboration with other countries (with Canada,
for example, on the MPAT); knowledge sharing (through the South Africa
Monitoring and Evaluation Association and similar international organizations);
and mentoring and coaching are ongoing and expected to be made more sys-
tematic. DPME is now working on a framework of national, regional, and global
knowledge exchange to make its exchanges, including upcoming study tours
to other countries, conferences, and workshops, more systematic and effective.
For example, a new regional initiative, “Twende,” is being created to support
performance M&E in other African countries.

In conclusion, the reform agenda has a solid foundation, and a continued
incremental approach can help harvest the benefits of reforms. Given the early
years of development of the performance M&E system, there will be a need
for greater maturity of the system, in terms of both the development of
new tools and the refinement of existing tools. The design is strong, and initial
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results are encouraging. What the system now needs more than anything is
time—time to further develop and fine-tune policies, structures, tools, guidelines,
and incentives and to gather further implementation practices. Some reforms
will be able to be done in the shorter term, such as the gradual expansion of the
evaluations done. Some are in full swing but will take more time, such as a
greater integration of strategic planning with performance M&E in the medium
term. Others, such as deepening the linkages with the budget, will probably take
place only in the long term, when the political timing is adequate. Others, such
as use of M&E findings for policy making, the final litmus test of the effectiveness
of a performance M&E system, will be an evolving process over time. Finally, in
terms of broader government performance, DPME has helped strengthen trans-
parency, making a substantial amount of information on government available to
government and the public. Yet the use of the information, not only to ensure
transparency but also to create greater accountability, now needs to come
increasingly also from other parts of government and external stakeholders, to
ensure that government can be held accountable.

Notes

1. DPME’s budget for 2014/15 is R 208.3 million, divided into three programs: outcomes
monitoring and evaluation (R 78.2 million), institutional performance monitoring
and evaluation (R 66.2 million), and administration (R 63.8 million).

2.In 2001 the government of Tony Blair (United Kingdom) created the first prototype
of delivery units, the so-called Program Management and Delivery Unit. The creation
of delivery units resulted from the need to have a central point in government from
which selected service delivery problems could be addressed quickly. The delivery
unit was created in the Prime Minister’s Office, and its focus was on resolving bottle-
necks in major programs or projects and doing so in a pragmatic, practical, quick, and
flexible way. It was later dissolved.

3. The management consulting firm Monitor was one of the first private companies to
help build strategic support on DPME design of the department and key tools.

4. Delivery agreements are negotiated charters, which reflect the commitment of the
key partners involved in the direct delivery process for the achievement of the twelve
outcomes.

5. The president and ministers signed 35 performance agreements in April 2010.
Between July and November 2010, outcome facilitators at the deputy director-
general level were appointed in DPME to support development of the delivery
agreements and implementation and monitoring of outcomes. By November 2010,
delivery agreements had been concluded and signed by different national depart-
ments and provinces. The first quarterly monitoring reports on outcomes were
produced in November 2010. This brought about greater focus on performance
monitoring and has increasingly made departments and provinces more accountable
to the Presidency.

6. In his State of the Nation address on June 3, 2009, President Jacob Zuma stressed the
importance of a government that is responsive, interactive, and effective.

7. A research project is underway to examine the extent and nature of the problem.
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8. The medium-term national strategic framework is the key instrument to implement
the NDP. It identifies the important actions required to implement the aspects of the
NDP for which government is responsible over the next five years, from 2014 to 2019
(Presidency, Republic of South Africa 2014).

9. There is a discussion on whether a strong legal basis is needed for the performance
M&E system. Proponents argue that it will help raise clarity and enhance sustainability;
opponents argue that it will reinforce the compliance element at the cost of the
learning element.
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CHAPTER 5

Creating an Inclusive and Credible
Statistical System

Misha V. Belkindas and Phindile Ngwenya

Introduction

Globalization and the revolution in information technology have brought about
a fundamental transformation in the way societies conduct their affairs.
The transformation of the global economy and its parts has contributed to more
transparent and accountable systems of government. The spread of democratic
systems of governance has brought about a better-informed citizenry that
demands greater transparency and accountability. As a result, people in positions
of power are compelled to adopt decision-making processes that are open and
grounded in evidence-based approaches.

In such a system, quantitative information plays an important role in policy
making, implementation, and monitoring and evaluation (M&E). Official statis-
tics are a vital tool in evidence-based policy making and in enabling citizens to
exercise their fundamental rights. Open statistics guide policies and citizen
responses to policy implementation. Openness is very important in many gov-
ernmental processes, including fiscal relations, budgetary process, and M&E.

Under apartheid, South Africa had an opaque, nontransparent, and noninclu-
sive system of government that was accountable to only about 10 percent of the
population. Its statistical system was highly distorted in terms of products, data
collection methods, geographical location, and staffing. Official statistics were
compiled largely on the basis of surveys and administrative records covering only
the white minority population. Data on the rest of the (mostly rural and non-
white) population were based on limited records. As a result, information about
the economic and social conditions of South Africa was partial, biased, and

Misha V. Belkindas is Cofounder and Managing Director of Open Data Watch, an international NGO work-
ing in the area of openness and national statistical systems. Phindile Ngwenya is a former Research
Analyst in the World Bank’s Macroeconomics and Fiscal Management Global Practice. This chapter
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noninclusive; data released by the authorities lacked credibility; statistics were
used as a political tool to sustain a segregated and authoritarian system of
government; and policy making and implementation were not evidence based,
transparent, or inclusive.

When the democratic government took office in 1994, there was a significant
change in the policy focus. Because the statistical system was unable to provide
the services for which a statistical system is designed, it required a complete
overhaul.

The reform carried out since then has been the fastest and most impressive in
statistical reform history. Statistical offices are now located in all nine provinces
of South Africa, the staff is demographically representative, methodological
weaknesses have largely been addressed, and the products offered by the
statistical office—Statistics South Africa (Statistics SA)—have been broadened,
in line with the government’s policy anchor of reducing poverty and inequality.

This chapter provides a brief overview of the institutional reforms of the sta-
tistical system that was in place in 1994. It describes how the national statistics
office was transformed into Statistics SA to provide more rigorous and represen-
tative statistics. It discusses the key policy challenges of the reforms—including
the roles played by stakeholders such as the National Treasury, the Financial and
Fiscal Commission, the Reserve Bank, and the academic community—and shows
how they were addressed.

The Policy Challenge

The democratic government that took office in 1994 introduced a new priority
focus area that was significantly different from that of the previous government.
The overarching issue for the government, and indeed the majority of the popu-
lation, went beyond fiscal and economic management; its focus was on reducing
poverty and inequality.

The new government found an institution that was not set up to deal with
the country’s new priorities. The Central Statistical Services (CSS), as it was
known at the time, concentrated on statistics that were linked with issues of
economic management, publishing products such as national accounts, price
statistics, and income and expenditure surveys. Its work program was tilted
toward collecting economic data from the organized sector of the economy,
thereby excluding a large segment of the economy. Its products were not
credible in light of the new development agenda. The institution’s setup had
to be realigned in order to be able to produce products that would enable the
new government to carry out its mandate of reducing poverty. Major institu-
tional reforms of CSS required organizational, structural, management,
physical, and methodological changes.

Under apartheid, the statistical system was racially biased in a variety of
ways. Geographically, the CSS served the mainstream economy—composed
of the minority white South Africans and urban townships. It paid little
attention to the rural areas where most of the African population lived.
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CSS services and products were designed to serve white South Africa. Work
programs were poorly designed and uncoordinated across the various statisti-
cal agencies in the country. These institutions were not equipped to engage
in meaningful data collection, and the information that was collected
could not be collated to give a holistic picture of the whole economy.
Demographically, the staff of the CSS was predominantly white and only
English and Afrikaans speaking. The Statistical Council—the entity with
oversight responsibilities over the CSS—was similarly structured. At the
same time, because of these and other such factors, many members of society
did not pay allegiance to, or trust, the state and were therefore not inclined
to provide the official statisticians with accurate information about them-
selves and their environs. Besides this, such accurate data would in many
cases invoke charges of illegality in terms of, for instance, sources of income
for unlicensed small businesspeople in white South Africa, ethnicity in the
context of those located in the “wrong homeland,” or filial relations and fam-
ily size in townships for those not allowed to live in urban areas.

Methodologies were also racially biased. Surveys collected data on the white
population and the mainstream white-dominated economy; statistical outputs
were similarly structured. Illustrative of the orientation of the system was the
manner in which the 1991 Census of Population was conducted. Urban areas,
populated largely by the white population, were canvassed through a conven-
tional census; the rest of the country was covered mainly through aerial surveys
and data extrapolations. There were also fundamental flaws in the questionnaire
design. Most surveys were only in English or Afrikaans; none was produced in the
nine African languages spoken by the majority of the population. Moreover, the
questionnaire was designed to be self-administered rather than based on inter-
views conducted by enumerators, even though most Africans could not read
English or Afrikaans. All these factors compromised the credibility of the prod-
ucts generated by the CSS.

The Reconstruction and Development Program (RDP) was the policy
instrument the new government used to tackle the burning issues of poverty
and inequality, complemented by other policy documents over time The new
government, and later particularly the newly formed Planning Commission
and the Department of Performance Monitoring and Evaluation (DPME)
quickly concluded that transforming these policy goals into actionable
programs required credible and comprehensive statistical information (see
chapter 4). A complete institutional reform of the system was deemed urgent
and necessary.

In most countries, reforms to statistical systems are spread over several
years. In South Africa the demand for rapid, comprehensive reform of the
statistical system was acute. There were no clear examples of reform to sta-
tistical systems on the scale or at the speed at which key players wanted to
reform. Leaders therefore adopted a learning-by-doing approach with an
emphasis on rapid change that brought quick results rather than slow but
comprehensive reforms.
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Addressing the Policy Challenge

The transformation of statistical services in South Africa can be attributed to
pressure from several fronts. From the bottom, the push for transformation came
from statistical practitioners. From the top, the push came from the leadership—
politicians who demanded cold hard facts and ministers who fully endorsed and
provided financial support for the process. The data generated were criticized by
everyone whose goals they did not serve. Users who were not privy to statistical
information during apartheid were very critical of any information they per-
ceived to threaten democracy (for example, high unemployment).

The first push came from the formation of a committee of statistical practi-
tioners from the homelands. They recognized that universal statistical coverage
was important and that the patchy information collected in various offices with-
out coordination would not bring about an environment in which all people
would be treated equally. These practitioners demanded that activities be inte-
grated into the CSS in order to better support the new democratic government
in implementing the RDP. Statistical offices needed to be strengthened
technically; they needed the relevant autonomy and authority to operate (to
carry out their own surveys and statistical programs, for example). Although
their efforts met with much resistance from the CSS, their demands gained trac-
tion when Mark Orkin, cofounder and formerly deputy director of an anti-
apartheid social research agency, Community Action for Social Enquiry, was
brought in to head the CSS in 1995. Reform accelerated when Pali Lehohla was
brought in from Bophuthatswana to lead the 1996 census.

The other direction of transformation was the leadership, both by politicians
and by CSS management. The political leadership acted with remarkable speed
and great vision. It took a noninterference approach to the future role of the
statistical system. This approach increased the credibility of the organization.
Leaders, including all three presidents (Nelson Mandela, Thabo Mbeki, and
Jacob Zuma), were very clear in their requests for numbers. They asked for
straight, hard facts and informed the statistician general that they did not wish
to gloss over anything.

Several figures were instrumental in carrying out the reforms. Much of the
credit goes to Jay Naidoo, then minister of RDP, the department in which CSS
was located. Initial reforms, including the appointment of Orkin as head of CSS,
were undertaken under his leadership. Another important reformer was Trevor
Manuel, minister of finance, the minister responsible for statistics. He continued
to oversee the statistical function after becoming the minister of the Presidency.
“The hallmarks of Manuel’s tenure as a minister and one responsible for statistics
were trust, rationality, and communication.... My assessment is that he adjudged
trust above all else,” says Lehohla, who now serves as statistician general.

Manuel accorded the head of the statistical agency the support needed to
carry out reforms, in the form of authority, autonomy, and funding. He adopted
a tightfisted fiscal stance but had no qualms once a business case was presented
to ensure that data needed by policy makers were produced. For example, if
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there was a methodological dispute in a product, he supported bringing in
international consultants to critique the process. Such peer review services
ensured that products not only were credible domestically but also met interna-
tional standards.

Another champion of reform was the first head of statistics in the new demo-
cratic government, Mark Orkin, who led CSS and Statistics SA from 1995 to
2000. Orkin was appointed from outside the institution and given the mandate
to transform it. Exuding an energetic leadership style that some people found
autocratic, Orkin implemented the initial reforms, amalgamating the old and
establishing new offices in the newly created provinces. He made the difficult
transition rapidly, replacing the apartheid structure of the CSS within 12 months.
The major publication of his tenure was the 1996 census. Orkin also ensured the
passage of the Statistics Act (described below) shortly before his tenure ended.

A turning point was reached when Pali Lehohla was appointed as his second
in command, with the mandate to run the 1996 census. Lehohla had several
clashes with the CSS leadership in 1993 under apartheid, when he served on the
committee of statistical practitioners in the homelands that had pushed for a
more integrated approach to statistics. His previous “difficult” relationship within
CSS did not play well with some members of the CSS management.

The 1996 census was a milestone in the transition. Lehohla reports that when
Nelson Mandela received the 1996 census, he said, “At last, we have numbers we
can work with.” Its successful implementation proved that the statistical system
could be used to serve all citizens. Statistical practitioners understood that, in the
words of Risenga Maluleke, deputy director-general of Statistics SA, “it would
serve as a mobilizer of society during peaceful times”—a rare occurrence in
South Africa. They understood that the census would go a long way toward mak-
ing the institution credible in the eyes of society at large. For ordinary citizens,
the CSS, which became Statistics SA in 1999, would be a legitimate national
statistical office for South Africa. The other function of a census—providing
information on society—would play a secondary role.

Building the Legal and Organizational Framework

The new statistical law adopted in 1999 provided a basis for the major
reforms. The operations of Statistics SA were to be governed by the Statistics
Act (1999), which outlines the activities of the minister, the statistician gen-
eral, and the Statistics Council. The Statistics Council was reorganized to
reflect the diversity of the country. Its members represent the research, aca-
demic, business, and government sectors. The Statistics Council provides
advice to the minister, the statistician general, and other state organs on sta-
tistical matters within Statistics SA as well as on data collected by other
government departments, methodology, and prioritization of data needs. The
new law took account of international best practices and provided safeguards
about statistical integrity and independence from political interventions in
areas such as data collection and dissemination.
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Along with the new law, Statistics SA adopted an open and transparent
evaluation tool, the South African Statistical Quality Assessment Framework.
Under the framework, the statistician general is responsible for ensuring that the
entire South African national statistical system produces certifiable standard data
that are aligned with international best practice. At the same time, the World
Bank extended a grant to develop a comprehensive strategic plan for the statisti-
cal system and supported the planning process with technical assistance and
advice.

Statistics SA subscribes to the International Monetary Fund’s (IMF’s)
Standard Data Dissemination Standards (SDDS), which set standards for trans-
parency of data and statistical processes. It has also adopted or moved toward
adoption of other international standards set by the United Nations (UN)
Statistical Commission and other UN agencies. These steps are significant in
aligning South Africa’s practices with those in many statistically advanced
countries.

Although Statistics SA has undergone major reforms and taken on new
responsibilities, progress in building up a functioning overall statistical system
encompassing statistical units in line departments and agencies has been slow.
With the end of apartheid and the dismantling of the homelands, nine new prov-
inces were created. The old statistical offices were incorporated into the main
framework of Statistics SA and provided with the resources to carry out their
mandate. The number of staff increased from 600 in 1995 to 1,200 in 2005 and
3,500 in 2014; and the agency is more representative of the country’s demo-
graphic composition. Capacity constraints were addressed by training and retrain-
ing staff and implementing an internship program.

Statistics SA has built relationships with universities, such as the ISIbalo
Center for Regional and Urban Innovation and Statistical Exploration (CRUISE),
based at the University of Stellenbosch. The center immerses officials in techni-
cal leadership in urban and regional science and the leading role of statistics.
Up to 15 people a year have been enrolled since 2011, when the first intake
started, and 34 senior civil servants have earned master’s degrees from the center.
The program is paying enormous dividends.

Overhauling the Institution

A very important role fell to Pali Lehohla, the statistician general appointed in
November 2000. With the success of the 1996 census behind him, he could
focus on internal organizational issues, including the reengineering of products
and human resource issues through the Organizational development Task Team
(OdeTT).

His most immediate objective was to stabilize the institution. This objective
was facilitated by his approachable leadership style, which included an open-
door policy. Lehohla is also a visionary: over time, he led Statistics SA to become
a self-sustaining organization that worked across racial lines and reduced mis-
trust. He envisaged Statistics SA as producing products that are internationally
recognized and play a significant role on the world stage.
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Overhauling the statistical system demanded restructuring the institutional
framework, adopting a comprehensive work program that was linked to South
Africa’s overall policy priorities, and adopting international standards and best
practices. An overarching goal was the need to develop a sustainable statistical
system fully capable of serving the needs of a democratic South Africa. According
to Rashad Cassim, the head of the research department at the South Africa
Reserve Bank (the central bank) and formerly deputy director-general of eco-
nomic statistics at Statistics SA, one of Lehohla’s key approaches was to retain
skilled senior staff from the old regime. By not alienating employees, he retained
some institutional memory and critical skills and ensured that reforms did not
compromise the quality of the existing products. Upon assuming office, he reit-
erated that the RDP was the key policy upon which Statistics SA’s priorities
would be anchored. The other document that would anchor Statistics SA’s
activities would be the Growth, Employment and Redistribution (GEAR) strat-
egy. One of the outcomes of the transformation of Statistics SA was the emer-
gence of cultural and racial mistrust among staff members. Racial tensions were
addressed by the formation of OdeTT, consisting of representatives of trade
unions, staff, and management. OdeTT’s agenda for change addressed staff
development, management and leadership development, systems and processes
development, and cultural development. This process helped build trust among
diverse constituencies, and it laid the foundations for a technically credible and
sustainable organization.

Lehohla engaged in a broad range of techniques to effect his changes. At the
start of his tenure, the Public Finance Management Act (PFMA) introduced
control instruments. Year-to-year audits of Statistics SA revealed deteriorating
results. This weak performance created pressure to focus on a project manage-
ment system.

Building Institutional Credibility

Democracy ushered in a new breed of data users demanding integrated statistics,
but incumbent officials refused to cooperate, resulting in inevitable tensions.
Under apartheid, statistics users came mainly from the mainstream—the
white-controlled economy, government departments, and academia. Their
focus—macroeconomic management—was in line with the government of the
day. The new agents demanding statistical services were from the anti-apartheid
movement. Like the new government, they were interested in broader socioeco-
nomic transformation and poverty issues.

The tensions were palpable, particularly after the release of the preliminary
results of the 1996 census. The results were challenged, and there was a threat of
litigation because the premier of the Western Cape believed that the results,
which underestimated the province’s population, would unfairly deprive it of its
equitable share (of subsidies or other benefits provided based on population
size). This challenge was overcome by the formation of a technical committee
comprising representatives from Statistics SA and the aggrieved premier. Political
support from President Mandela and Minister Manuel was instrumental.
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Statistics SA management had to address long-standing issues of the institution’s
credibility: trade unions, civil society organizations, and the anti-apartheid
movement all considered the old statistics unreliable. The new leaders of the CSS
wanted to undertake reforms, but parties that supported the old arrangement
strongly resisted them.

To gain credibility and support, the leadership of Statistics SA undertook an
accessibility policy for statistics users. Journalists were permitted to reach
Statistics SA staff at all hours of the day, a step that facilitated the ironing out of
any potential data glitches. To improve the perceptions of the organization,
Lehohla wrote a weekly column in a national newspaper for 11 years. This com-
mitment showed his desire to connect with the population and increased trust.

Bongani Khumalo, the acting chairperson and chief executive of the Financial
and Fiscal Commission (FFC), believes that two events facilitated the successful
overhaul of Statistics SA. The first was housing it in the National Treasury, which
made it part of the service delivery model. The FFC, which derives its mandate
from the Constitution, is responsible for determining the equitable sharing for-
mula of revenues for and transfers to subnational governments, which is done in
conjunction with the Intergovernmental Fiscal Review (IGFR) unit at the
Department of Finance. This relationship meant that the requirements for
broader data collection could take center stage and helped accelerate institu-
tional reforms. FFC'’s representation by the IGFR meant that it was present at
statistical advisory meetings. It also meant that its demands for more credible
data and other ways to increase credibility could be addressed.

The second significant step was that the Department of Finance ensured that
resources were made available to facilitate the necessary institutional reforms. As
the driver of the service delivery model through the IGFR, it also influenced the
agenda of Statistics SA. In its yearly submission for the division of revenue, the
FFC influenced the kind of data collected by Statistics SA as well as the meth-
odology it used.

Results Achieved

Key results achieved included the following:

First, the coverage of the consumer price index (CPI) was extended to include
data from black-owned businesses, small business, and other segments of the
country, reducing the metropolitan, white bias. Data collection methods were
switched from a system in which questionnaires were mailed to a system in
which data are collected by interviewers.

Second, new statistical tools were designed and used. The last population
census in a territorially integral South Africa was conducted in 1970. Under
apartheid, survey instruments were inadequate, even at the national level. Many
urban townships were deemed inaccessible, and mapping was not uniformly
available. Aerial photographs were used to estimate the number of dwellings, and
the population was estimated using imputation methods based on household
densities collected from sample surveys. The 1996 population census remedied
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some of these problems by collecting information using the same methods all
over the country. Labor force surveys were introduced to supplement household
activity data collected from censuses. They became important for estimating
unemployment. Labor force surveys are now conducted quarterly. The October
Household Survey, which evolved into the General Household Survey, was intro-
duced to provide more detailed information on all households’ living conditions.
It supplements the information collected in censuses. Methodological processes
were also streamlined. Missing mapping and demarcation information was col-
lected. Data are now collected in a uniform manner across the country. Surveys
are national and use common standards and classifications. With improved sam-
pling frames and mapping, the quality of the data has improved.

Third, a move is underway to strengthen the statistical system by amending
the legal stipulation in the Statistics Act that Statistics SA remain the only data
collection agency. If the stipulation is passed, Statistics SA would provide over-
sight of data collection standards and definitions but could accredit other agen-
cies that are carrying out statistical work.

Fourth, Statistics SA was instrumental in supporting implementation of the
Reference Regional Strategic Framework for Statistical Capacity Building in
Africa, an international effort led by the World Bank to encourage and support
reform of statistical systems in Africa. Statistics SA has championed several
important initiatives. It created and sponsored the Africa Symposia for
Statistical Development, which dealt with population censuses. Partly as a
result of these symposia, the 2010 censuses covered many more countries in
Africa than the previous round and left out fewer people. The symposia grew
into the Africa Program on Accelerated Improvement of Civil Registration and
Vital Statistics Systems (APAI-CRVS) movement, which supports the improve-
ment of civil registration and vital statistics systems in Africa. It is supported by
the African Union, the United Nations Economic Commission for Africa
(UNECA), and the African Development Bank and chaired by the statistician
general of Statistics SA.

Fifth, Statistics SA is supporting many international programs. When IMF, the
World Bank, and the Department for International Development (DFID, United
Kingdom) provided assistance to anglophone countries in Africa that seek to
participate in the IMF’s General Data Dissemination System, many training
workshops were conducted in South Africa and experts from Statistics SA shared
their experience with participants abroad. Statistics SA also organized the 57th
World Statistical Congress of the International Statistical Institute in 2009, in
Durban. The congress clearly demonstrated the maturity of South Africa’s statis-
tical system.

Conclusions: Success Factors, Challenges, and Lessons Learned

South Africa has made remarkable progress in restructuring its statistical system
to serve the needs of a democratic society. The restructured system has responded
to the demands for outputs that are comprehensive, timely, and credible.
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It enjoys independence and subscribes to ethical standards in accordance with
international norms. These extraordinary achievements were attained in the
short space of a decade and a half.

Although not all of South Africa’s experience has relevance for other coun-
tries engaged in statistical capacity building, some success factors and lessons
learned emerge. First, the political leadership was clear in its demand for credible
data. The demand was linked to a clearly defined program of economic and social
development. Second, the statistical agency was granted autonomy and freed
from possible politically motivated interventions. Third, a leading political figure
(Trevor Manuel) provided strong and sustained support. Fourth, Statistics SA
adopted a comprehensive strategic planning exercise and a work program tai-
lored to the demand from its clientele. The demand-driven work program was
accompanied by programs to upgrade staff skills. Linking work programs and skill
availability contributed to the development of sustainable capacities Aligning
courses offered by academic institutions to the needs of staff played a critical role
in equipping staff with the tools they needed to perform their duties.

When undertaking reforms, multiple challenges arise and mistakes are bound
to be made. They should not deter policy makers from forging ahead. Mistakes
provide platforms to learn and improve. Sometimes very unpopular decisions
have to be made, such as introducing new methodology or discontinuing series
that have become redundant or irrelevant.

Streamlining processes between Statistics SA and the South African Revenue
Service (SARS) has been slow in taking off. Statistical units in line departments
and agencies need strengthening. Statistics SA has a role to play in providing
leadership and in better integrating its activities into the overall statistical system.
Doing so would yield large payoffs and greatly increase the efficiency of data
collection.

An area where further investments are needed is the creation of user-friendly
databases supported by metadata systems. These investments would greatly
enhance the ability of Statistics SA to service its growing clientele in the public
and private sectors and civil society at large. Such investment would be consis-
tent with the international trend of establishing open data systems. Further
reaching out to users would help overcome any lingering doubts left over from
the earlier era concerning the institution’s credibility.

Looking ahead, Statistics SA needs to take stock of its strengths and
weaknesses. The institution would be well served by using the IMF’s Data
Quality Assessment Framework (DQAF) to undertake a self-assessment.
For such an exercise to have value, relevant stakeholders need to participate.

Another option would be to invite an external agency (for example, Eurostat,
the statistical agency of the European Commission) to conduct a global assess-
ment of South Africa’s statistical system. It would be extremely useful to
understand why the system, which includes Statistics SA and other data collec-
tion agencies, is not functioning properly in a country where the national sta-
tistics office works well and the statistician general is the head of the whole
statistical system.
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Such assessment would help in Statistics SA’s planning exercises. In the next
plan, it will be very important to look into nontraditional areas of labor and
economic statistics, the impact of big data on the national statistical system, the
steps necessary to make data open, and the preparations needed to prepare the
statistical system to report on the post-2015 developments to be able to measure
the sustainable development goals.
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CHAPTER 6

Expanding HIV/AIDS Treatment

Patrick Lumumba Osewe and Yogan Pillay

Introduction

South Africa’s history of sustained oppression and two-tier service provision
created a deeply unequal society. Although the country has been under demo-
cratic rule for two decades and enjoyed solid and consistent economic growth
during this period, the gap between rich and poor is widening, and health out-
comes are poor in comparison with the level of investment (although they are
starting to show some improvement). Challenges are especially acute in remote,
rural, and poor urban areas, where unemployment remains high and infrastructure,
access to services, and education are inadequate. Apartheid policies spawned
high-density urban population clusters in informal settlements that have not
improved much, despite a large public housing program.

Although the government spends a larger proportion of gross domestic
product (GDP) on health than most other African countries, inequalities
mean that outcomes remain far below those of other upper-middle-income
countries (table 6.1). About 40 percent of total health expenditure is spent on
just 17 percent of the population—people with access to health insurance,
largely the formally employed.

These structural, societal, and cultural challenges exacerbate South Africa’s
high disease burden. The country has a quadruple burden of disease: extremely
high prevalence of HIV and tuberculosis (TB), an emerging epidemic of non-
communicable diseases, very high morbidity and mortality from accidents
and violence, and high maternal and infant mortality. Of these, HIV and TB
(most people with HIV die from TB) are the leading cause of illness and death
among working-age South Africans. Both diseases disproportionally affect
poor people.

Patrick Lumumba Osewe is the Program Leader for Education, Health and Social Protection for the
South Africa Country Management Unit of the World Bank; and Yogan Pillay is the Deputy Director
General of the National Department of Health (NDOH), South Africa. This chapter benefited from exten-
sive interviews with current and former government officials as well as from comments by peer reviewer
Barry Kistnasamy, Commissioner, Compensation Fund, National Department of Health.
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Table 6.1 Health Expenditure and Outcomes in Selected Upper-Middle-Income Countries

Under-five mortality Maternal mortality
Percent of GDP spent Life expectancy rate per 1,000 live rate per 100,000 live
Country on health, 2012 at birth, 2012 births, 2012 births, 2013
Algeria 52 71 32 89
Brazil 9.3 74 21 69
China 54 75 19 32
Ecuador 6.4 76 24 87
Latvia 6.0 74 8 13
Peru 5.1 75 21 89
Russian Federation 6.3 70 12 24
South Africa 8.8 62 (2013 estimates) 41 (2013 estimates) 140
Turkey 6.3 75 20 20
Thailand 39 74 13 26

Source: South African statistics for life expectancy and under-five mortality are from the Rapid Mortality Surveillance Report 2013 (Dorrington and
others 2014). All other statistics are from the World Bank.

The priority most keenly felt at the national and provincial levels is the need
to cope with the growing demand for antiretroviral therapy (ART). The HIV
epidemic in Sub-Saharan Africa reached vastly higher proportions than in any
other region in the world. South Africa has the largest number of people infected
globally, with an estimated 6.3 million people living with HIV (UNAIDS 2013),
and the fourth-highest HIV prevalence. The proportion of people with HIV rose
from 10.6 percent in 2008 to 12.2 percent in 2012, although part of the increase
may reflect that large numbers of people are on ART and thus living longer
(Shisana and others 2014).

South Africa’s public policy response to HIV/AIDS dates back to 1992, when
the National AIDS Coordinating Committee of South Africa (NACOSA) was
formed. In 1994 the first National AIDS Plan (NAP) for South Africa was devel-
oped and adopted by the government of national unity led by Nelson Mandela.

The government recognized early on that there was potential for HIV/AIDS
to become a major national threat. Affordability of medicines, political differ-
ences, and poorly informed policies delayed reform of the health service and the
implementation of a robust ART program to cope with the burden, however.
Slow development of the HIV program infrastructure, limited political commit-
ment and attention against the backdrop of setting up a new democratic govern-
ment, and numerous conflicts between stakeholders set the stage for a fractured
and ineffective response. As a result, it proved difficult to decrease HIV transmis-
sion, and HIV prevalence rose from 4 percent in 1994 to almost 23 percent in
1998 (Simelela and others 2015).

Into the 2000s, the formal positions of the second democratic government on
the link between HIV and AIDS were undercut by reluctance on the part of
government to acknowledge such causality. This, and the prices of antiretroviral
medicines delayed funding for appropriate medical treatments. After more than
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a decade of denial, controversies, and weak responses, South Africa emerged as
one of the countries most affected by HIV/AIDS.

International and domestic pressures from a growing civil society movement,
heavy criticism of the then health minister’s stance that nutritional choices could
benefit people with HIV more than ART, and a rapidly expanding HIV/AIDS
epidemic eventually led the government to resolve the debates and focus on ART
as one of the central elements of the national HIV response.

Since 2009 South Africa has mobilized massively to address the challenge.
ART has been expanded to millions of people. A countrywide HIV prevention
program launched in 2010 has counseled and tested more than 15 million peo-
ple, and the country is currently implementing the largest ART program in the
world (WHO, UNAIDS, and UNICEF 2013). Domestic funding for the HIV
response was estimated at $1.9 billion in 2011 alone, with strategic assistance and
additional funding provided by the U.S. President’s Emergency Plan for AIDS
Relief (PEPFAR) and the Global Fund to Fight AIDS, Tuberculosis and Malaria
(the Global Fund). These efforts have led to impressive results, including a sharp
decline in new HIV infection among children, an estimated eight-year gain in
average life expectancy at birth (from 54 to 62 years), and the provision of HIV
treatment to some 2.2 million people in 2012 (WHO, UNAIDS, and UNICEF
2013; Dorrington and others 2014; Shisana and others 2014).

How did South Africa achieve these results? How did it improve the avail-
ability and quality of HIV treatment? This chapter examines the key institutional
reforms that catalyzed the rapid turnaround in the national ART program.

The Policy Challenge

For well over a decade, the HIV/AIDS policy-making and policy-implementation
process in South Africa was widely criticized. A highly fragmented post-apart-
heid health system combined with political and ideological conflict between
various HIV/AIDS stakeholders—including AIDS activists, civil society, political
leaders, and the scientific and medical communities—led to a very slow start in
addressing the country’s need for a universal ART program (Schneider and Stein
2001; Wouters, van Rensburg, and Meulemans 2010). The establishment of the
national ART program in 2003 and its massive scale-up from 2009 onward thus
represented a huge shift in the country’s HIV/AIDS policy.

In 1992 the government created NACOSA. Shortly thereafter, the govern-
ment crafted the NAP, which the new government of national unity led by
Nelson Mandela adopted in 1994 (Schneider and Stein 2001; Wouters, van
Rensburg, and Meulemans 2010).

Under the new government, AIDS was prioritized as a “presidential lead
project,” which meant that it received preferential funding. A National AIDS
Program was quickly established, with its program director situated within the
Department of Health. Placing the program director within the Department of
Health was viewed as problematic because it designated HIV/AIDS as a health
issue rather than as a multisectoral issue, which international best practices
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have long recommended. It also meant that implementation of the NAP would
be overseen by provincial AIDS coordinators who were recruited from old struc-
tures, rather than the new network of AIDS activities, and who had limited
authority and limited connections with civil society (Schneider and Stein 2001;
Wouters, van Rensburg, and Meulemans 2010). This dynamic, coupled with
limited political commitment and attention against the backdrop of setting up a
new democratic government, contributed to the slow development of the HIV/
AIDS program infrastructure. Early implementation of the NAP was embedded
within the wider framework of democratic transformation, evolving
decentralization, and weak health system capacity—all of which limited the gov-
ernment’s ability to implement its policy.

In 1999, approximately 4.2 million South Africans were living with HIV
(Wouters, van Rensburg, and Meulemans 2010). In 2000 the South Africa
National AIDS Council (SANAC) was established to build consensus across
government, civil society, and other stakeholders in the response to HIV; and the
government launched its first five-year Strategic Plan for HIV, AIDS, and
Sexually Transmitted Infections (STIs) (2000-05) (Willian 2004; Wouters, van
Rensburg, and Meulemans 2010). The prevailing view at the highest level in
government at the time, however, was that ART was not effective, not affordable,
and not an appropriate policy response to HIV/AIDS (Nattrass 2008; Wouters,
van Rensburg, and Meulemans 2010); the government rejected the widely
acknowledged scientific evidence that HIV caused AIDS. While the position of
the technical staff in government was in line with the widely acknowledged
scientific evidence that HIV caused AIDS, the questioning of this at the highest
level created confusion and undermined focus on the key actions required.

A weakened healthcare infrastructure was another key institutional constraint
in the early 2000s. Human resources capacity gaps in the health sector posed a
risk to the scale-up of a national ART program (Butler 2005; Dickinson and Buse
2008; Wouters, van Rensburg, and Meulemans 2010). Compared with other
diseases and health issues, HIV/AIDS was neglected; where available, ART drugs
were distributed mainly by nongovernmental organizations (NGOs). According
to Johnson (2004, 123), the “centralized and closed leadership style ... rendered
the bureaucracy largely unable and unwilling to mobilize and coordinate around
a common vision a range of actors inside and outside of government, and across
social and sectoral divides.”

Civil society formally challenged the government’s position and authority in
the Constitutional Court. In 2002 the Treatment Action Campaign (TAC)—a
leading advocate of HIV/AIDS treatment and health care—along with the AIDS
Law Project (now called Section 27) challenged the government’s policy on HIV
treatment in court, arguing for universal provision of ART to HIV-positive moth-
ers through the public health system (Butler 2005; Venter 2013). Invoking the
constitutional right to health for all South Africans case, the TAC won a land-
mark victory that influenced the future course of government HIV/AIDS policy
(Jones 2005; Vandormael 2007). “Government policy, and, more accurately, by
implication, key figures within it, had been openly questioned in public and
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ordered by the court to be changed,” writes Jones (2005, 441). Also during this
period, two provinces (Gauteng and KwaZulu-Natal) asserted their provincial
autonomy and announced their decisions to expand their pilot programs to pro-
vide ART to HIV-positive mothers, defying national government policy (Dickinson
and Buse 2008; Simelela and Venter 2014). In the face of mounting international
and domestic public pressure, including a civil disobedience campaign, formal
litigation through the Constitutional Court, and the strategic use of mass media
led by the TAC and other civil society actors, the government reviewed its
approach to HIV/AIDS policy.

Two competing policy models were advanced: a social mobilization/biomedi-
cal paradigm, supported largely by AIDS activists, and a nationalist/ameliorative
paradigm, supported largely by the government (Butler 2005). Proponents of the
biomedical model advocated for clear political leadership to lead the national
response, increased mobilization of resources to address the epidemic, the use of
ART to prevent mother-to-child transmission of HIV, and a significantly
expanded national ART program. Advocacy for HIV treatment was viewed
within a rights-based framework and as a class-based struggle to secure access to
treatment for the poor (Dickinson and Buse 2008).

Civil society, AIDS activists, scientists, and health professionals pushed for
widespread provision of ART. Initially, they were unsuccessful because of the
government’s arguments about the prices and toxicity of the drugs and exploita-
tion by pharmaceutical companies, and the refusal to recognize the need for
reform (Nattrass 2008).

The second model questioned the scientific evidence that HIV causes AIDS.
It supported mass communication campaigns and life skills education emphasiz-
ing prevention and behavioral change, the use of nutrition and traditional medi-
cine in HIV treatment, and antipoverty programming to address the social
determinants of the disease (Butler 2005).

Several theories have been posited to explain why elements within govern-
ment questioned the scientific evidence that HIV caused AIDS. Some have
claimed that this reflected anticolonial, Africanist ideology and a desire not to see
Africa blamed for a sexually driven epidemic (see Nattrass 2008 and Butler
2005). The government’s position was challenged by scientists, activists, and
health professionals.

The cost of the government’s position was enormous. According to one
estimate, 330,000 premature deaths (or 2.2 million person-years) could have
been prevented if ART had been provided and widely administered between
2000 and 2005 (Chigwedere and others 2008).

Addressing the Policy Challenge

Before 2004 ART was available through the private sector and a small number
of NGOs. Systematic reforms to South Africa’s HIV policy addressed the rapidly
escalating need for treatment in the public sector and equal access to health care,
especially for marginalized groups.
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Policy Making

The combination of international and domestic criticism and the Constitutional
Court decision eventually led to consensus over HIV policy (Fassin and Schneider
2003). In April 2002, the Cabinet decided to implement a number of measures
to reinforce ART. These efforts included strengthening civil society partnerships
and developing a plan to roll out ART nationwide. In July 2002, the government
established a joint task team with the Department of Health and the Treasury to
investigate the financing of an enhanced response to HIV/AIDS and examine
treatment options that would enable the public health sector to provide compre-
hensive care. During this process, clinical experts developed treatment protocols
that included ART for adults and children. Support from international donors—
such as the Clinton Foundation and PEPFAR—accelerated progress (Simelela
and others 2015).

In August 2003, the government announced a significant shift in its commit-
ment to making HIV treatment available throughout the public sector. Tensions
within the Cabinet were cited as having had a significant effect on the govern-
ment’s decision to roll out ART. Senior party officials such as the ANC’s head of
elections, Manne Dipico; the former director-general of health, Olive Shisana;
and the party’s chief strategist and government communications head, Joel
Netshitenzhe, were believed to have been instrumental in driving the change
(Nattrass 2008).

At its August 2003 meeting, the Cabinet received the task team’s report,
which included options for scaling up access to ART (Willian 2004). The
Department of Health was instructed to develop a detailed operational plan
by the end of September 2003, including development of provincial imple-
mentation plans, a schedule for rollout across district hospitals and health
centers, and a forecast of staffing requirements. The Cabinet announced the
first Operational Plan for Comprehensive HIV and AIDS Care, Management
and Treatment for South Africa, in November 2003; and the Mbeki govern-
ment initiated the ART program in December 2003, through the national
Department of Health, with the goal of having 54,000 people in treatment
by March 2004.

By March 2005, all of the country’s 53 districts had at least one service point
for AIDS-related care and treatment (Simelela and others 2015), but scale-up
remained slow because of long public debates about the toxicity and economics
of the drugs. During this time, external funding—from donors such as the Global
Fund and PEPFAR—continued to play a significant role in supporting the coun-
try’s HIV care and treatment services.

As a result of these efforts, in 2006 SANAC developed the National Strategic
Plan for HIV, AIDS, and STIs 2007-11. The process—considered “laborious,
politically charged, but widely consultative” (Simelela and Venter 2014, 250)—
involved an expert team of clinicians, scientists, economists, and activists. The
plan outlined an ambitious target of providing ART to 80 percent of eligible
people by 2011. In September 2005, only 85,000 people were enrolled in ART.
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By December 2007 an estimated 424,000 people were receiving ART in the
public health sector (Simelela and Venter 2014).

Policy Implementation

South Africa’s HIV/AIDS response evolved rapidly after 2009; the program is
now the largest in the world. The national election in 2009 resulted in a change
of leadership and a heightened political commitment to HIV testing, treatment,
and care. The new president, Jacob Zuma, and his minister of health, Aaron
Motsoaledi, quickly launched a comprehensive government response to tackle
the AIDS epidemic, including outspoken public acknowledgment of the urgency
required to address the challenges, a countrywide prevention and testing
campaign that greatly increased the testing rate, and treatment for all HIV-
positive babies under the age of one. The open and consultative leadership
style exhibited by the new government on this issue helped facilitate the rapid
scale-up of South Africa’s ART program.

In 2010, the first year of Zuma’s administration, a wide-scale national initiative
was launched aimed at counseling and testing 15 million people by June 2011 as
a precursor to boosting ART program enrollment. The president himself was
publicly tested for HIV during this campaign, in an effort to promote open-
ness and expand knowledge and understanding of the epidemic. In his 2011
health budget policy speech, Health Minister Motsoaledi announced that
11.9 million (of 50 million) people had been tested for HIV that year. The
Department of Health’s role was particularly instrumental in building the capac-
ity of the National Health Laboratory Service to test large numbers of people.
By June 2012, 20 million people had been counseled and tested, according to the
government.

In addition to testing and counseling, the government strategically leveraged
the nationwide campaign to promote behavior change and regular condom use,
voluntary medical male circumcision, and prevention of mother-to-child trans-
mission. Minister Motsoaledi has been noted for his strong leadership, especially
his efforts to engage civil society and key political leaders, mobilize public sup-
port for the nationwide testing and counseling campaign, and revitalize the
public health sector (Joachim and Sinclair 2013). Renewed political will coupled
with political backing to implement a more robust HIV response helped increase
public buy-in and support, paving a path forward.

Under Motsoaledi’s political leadership, HIV treatment services expanded by
75 percent between 2009 and 2011 (UNAIDS 2012). In 2010 South Africa
released new guidelines on prevention of mother-to-child transmission that were
in line with recommendations by the World Health Organization. Since its first
plan, it has elaborated two additional strategic plans, the most recent one pub-
lished in early 2012. The National Strategic Plan on HIV, STIs, and TB 2012-16
has articulated ambitious HIV treatment goals, including enrolling at least 80
percent of eligible people in ART programs by 2016 and reducing the mortality
rate five years after initiation to 30 percent.
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In 2010 the government also introduced task shifting as a key strategy to
increase access to ART, provide more points of care, and improve adherence to
and management of ART. Before this shift, ART services were primarily doctor
initiated and hospital based. Under the new model, nurses were trained to
administer ART, community health workers (or lay counselors) were trained to
perform HIV tests, and pharmacy assistants were trained to dispense ART (Wet,
Wouters, and Engelbrecht 2012). Task shifting was key in addressing the chronic
shortage of health care workers, reducing bottlenecks in the health care system,
and supporting government treatment targets. Expansion of the ART program
led to an increase in ART facilities countrywide, estimated at 2,552 in 2011
(SANAC 2011).

As the program has been scaled up, quality—as defined by the number of
patients receiving a viral load—has decreased.! In addition, poor infrastructure,
drug stock-outs, lack of training in the treatment and care of children, and worker
burnout have led to dissatisfaction among health care workers and negative
patient perceptions about the quality of care they receive. These issues threaten
the successful expansion of the ART program and need to be adequately
addressed.

When Motsoaledi was appointed minister of health, he presented the coun-
try’s HIV statistics to President Zuma, who asked him to present them to the
Cabinet. Given the scale of the problem and the devastation the epidemic had
caused, the Cabinet decided that additional domestic funding would have to be
found in the national health budget to accelerate the response.

The government’s commitment has been financed primarily through the
national health budget. The Comprehensive HIV/AIDS Conditional Grant
(ring-fenced transfers from the national department to provinces) remains the
main funding mechanism for HIV/AIDS in the health sector. South Africa sig-
nificantly increased public expenditure to meet its targets for initiating ART
(estimates indicate that public sector AIDS spending in South Africa increased
fivefold between 2006 and 2011), with an estimated $1.9 billion from public
resources spent in 2011 alone (WHO, UNAIDS, and UNICEF 2013). The initial
cost of the ART program was estimated by a model put together in 2000 by the
Actuarial Society of South Africa. This estimate was used by the Joint Health and
Treasury Task Team to calculate the likely budget for a comprehensive care and
treatment package. Flexibility was built into the initial budget in order to cover
escalating implementation costs.

A National AIDS Spending Assessment was completed in 2011. It examined
the money spent on different aspects of the HIV program and assessed whether
it produced value for money. The AIDS 2031 consortium examined various pol-
icy scenarios to estimate the future costs associated with each. According to an
August 2013 report, the estimated cost of maintaining the country’s 2.3 million
patients on ART in 2012/13 ranged from R 6.8 billion to R 11.6 billion, depend-
ing on the costing model used (see table 6.2).

The government’s decision to invest in new technologies, particularly
GenExpert for rapid diagnosis of TB, and its commitment to develop
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Table 6.2 Annual Expenditure on Antiretroviral Therapy in South Africa, 2007-12

Total expenditure Percent of public Percent of total public Percent of
Year (millions of rand) health expenditures expenditures GDP
2007 2,006.2 14.8 0.4 0.097
2008 2,885.4 17.6 0.5 0.125
2009 4,376.1 228 0.6 0.179
2010 6,051.8 26.2 0.7 0.227
2011 7,493.0 29.1 0.8 0.257
2012 8,824.6 320 0.9 0.276

Source: SANAC 2013.
Note: $1 =R 83. Figures for 2011 and 2012 are estimates.

state-owned pharmaceutical manufacturing capacity, which should significantly
reduce the future costs of ART, have also strengthened implementation of the
HIV treatment policy.

Overcoming Obstacles

From 1999 to 2008, political resistance to the scale-up of ART, particularly from
the Mbeki administration, was a primary obstacle to changing the country’s HIV
policy. Mbeki himself was the primary skeptic. Along with his minister of health
and a few allies, he was very isolated in his denial.2 From 1999 to 2008, reticence
to the scale-up of ART, particularly from the Mbeki administration, was a pri-
mary obstacle to the effectiveness of the country’s HIV program.

Civil society strategically used social mobilization and advocacy to apply
political pressure on the government. The civil disobedience campaign
launched by the TAC, coupled with its direct engagement with formal institu-
tional channels through litigation, leveraged action. Although the ruling by the
court did not precipitate a direct change in the general HIV/AIDS policy at
the time, it is widely considered to have paved the way for universal access to
ART (London and Schneider 2012; Joachim and Sinclair 2013). Strategic alli-
ances with other civil society organizations, including the Southern African
HIV Clinicians Society and Médecins Sans Frontiéres, facilitated a broader
social response and a united front against the government’s intractability
(Venter 2013). The change of guard during the 2008 election (more precisely
Mbeki’s resignation) provided the catalytic shift in overcoming political resis-
tance to ART.

Poor relations between government and civil society threatened the scale-up
of HIV treatment. Renewed political leadership and commitment by the Zuma
administration played a critical role in gaining the trust of civil society and
reenergizing the public health sector to take on the task of improving HIV policy
and service delivery. In sharp contrast to the previous administration, in 2009
Minister of Health Motsoaledi acknowledged that South Africa had “spent the
last 10 years pedaling backwards” (Simelela and others 2015, 4-5).

On World AIDS Day in December 2009, President Zuma announced signifi-
cant changes to the national AIDS prevention and treatment policies, signaling
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a break with the previous administration’s position and ushering in a new era in
South Africa’s HIV/AIDS policy making. Both the health minister and President
Zuma considered the swift reversal of the HIV policy a political priority. They
were vocal and highly visible in their efforts to support rapid change and build
consensus among key stakeholders, publicly campaigning for and championing
HIV prevention and treatment.

Once the ART policy was approved, initial access to drugs for public sector
patients was limited, in large part by the doctor-centric, hospital-based approach
of the health system at the time. The 2003 operational plan indicated that the
Department of Health planned to inspect all facilities that were preparing to
offer ART treatment, with the aim of awarding one-off accreditation. The proce-
dure was based on the reasoning that assessment was necessary to ensure that
facilities had staff with sufficient skills to deal with the complexity of the pro-
gram and to administer drugs safely and effectively. No arrangement was made
for periodic reaccreditation or regular inspections.

Because of the large numbers of patients and the challenges brought by the
bureaucratic process of accreditation, the plan was abandoned. In 2009 the
accreditation system was revised in favor of a broad training and facilitation
scheme for all institutions, devolution of responsibility for treatment (task shift-
ing) from clinicians to nurse practitioners, and the setting of targets. This strategy
ensured that all public health facilities were equipped with the capacity to
provide ART.

Sequencing Reforms

The development and rollout of South Africa’s HIV treatment policy has been a
long and complex process. It has included both watershed moments and incre-
mental approaches.

Three politically related phases framed the key policy challenges around
South Africa’'s ART program, each testing assumptions and leading to certain
changes in the policy process. Years of international and domestic pressure led to
a dramatic shift in the government’s HIV treatment policy in 2003/04. The shift
was profoundly influenced by the TAC's court victory against the government in
2002, which tested assumptions about civil society’s role in effecting policy reform
and the degree to which the courts could intervene in executive decision making
on social policy (Fassin and Schneider 2003). From 2004 to 2008, although the
government made a significant shift in its commitment to making HIV treatment
available throughout the public sector, lack of political will and obstruction from
senior political figures stalled effective implementation, and change was slow.
After 2008 a new political dispensation steered by President Zuma and the
more open and inclusive leadership of Minister of Health Aaron Motsoaledi
helped facilitate the massive and rapid scale-up of the program (Venter 2013).
In this period, as a consequence both of pressure on pharmaceutical companies
with the support of international organizations such as the Clinton Foundation
and of economies of scale, the prices of antiretroviral (ARV) drugs had significantly

declined.
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Results Achieved

South Africa’s ART program was widely and rapidly implemented, and positive
results are starting to be reported. These achievements were attained against a
background of “multiple system failure across a range of programs, including
maternal and child health, HIV/AIDS, TB and others, with a devastating com-
bined impact,” according to Vision 2030, the government’s National Development
Plan (NPC 2011). HIV had a huge, rapid, and transformative impact on the
country’s disease burden and health system demands, leaving policy makers
floundering to address the constantly changing epidemiological profile.

In the past decade, South Africa extended treatment to almost 35 percent of
infected people (2.2 million of 6.3 million), including almost 80 percent of
people classified as needing treatment under previous technical guidelines
(before changes to the qualifying CD4 [a glycoprotein] count). Average life
expectancy at birth increased from 54 in 2006 to 62 in 2011, and new infections
among children declined by 63 percent (WHO, UNAIDS, and UNICEF 2013;
Dorrington and others 2014).

The ART program also spurred the transition to primary health care in a series
of nationwide health reforms. It catalyzed significant investments to strengthen
the national health care system. The government is strongly pushing manage-
ment of HIV down to the lowest levels of the chain, creating the incentives
necessary for upgrading and extending the primary health care network. The
government’s success with ART was the motivating force for completing the
wider health system reform embarked upon in the immediate post-apartheid era.
That reform is intended to address fundamental problems in access, quality, and
poor return on health investments.

What strategy will be successful in achieving universal health care coverage
remains unclear, however. With plans to move forward with a national health
insurance scheme, the central government is attempting a major reform to create
universal coverage. It is hoped that this reform will leverage some of the gains
that have resulted from the ART program in access to services and strengthening
of the primary health care system.

Conclusions: Success Factors, Challenges, and Lessons Learned

Despite more than a decade of denial and the fact that a robust five-year plan for
ART was elaborated only in 2003, expansion of services and coverage has
expanded rapidly and broadly throughout all provinces of South Africa since
2009. Improvements are evident, with the number of people accessing ART and
life expectancy rising and new infections among children falling.

Several key success factors and lessons learned led to the rapid turnaround
in South Africa’s HIV treatment program. The first was renewed political lead-
ership and commitment. Motsoaledi’s appointment as minister of health in
2009 marked a reversal in the country’s controversial HIV treatment policy
and response. Motsoaledi quickly prioritized HIV prevention and treatment;
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advocated for better integration between the HIV, TB, and antenatal programs,
and supported task shifting to lower cadres of staff; his style was more open and
democratic. He reasserted the government’s commitment to stemming the tide
of the epidemic as he embarked on a highly publicized crusade to expand pre-
vention and treatment efforts (Joachim and Sinclair 2013).

The second factor was a well-articulated national policy and the alignment of
the architecture of the ART program with the National Strategic Plan 2012-
2016.In 2011 SANAC revised and released the National Strategic Plan on HIV,
STIs, and TB 2012-2016. The National Strategic Plan 2012-2016 sets out the
target of enrolling 80 percent of the estimated 2.5 million people in need of
treatment by 2016. The government has pledged to increase its budget allocation
for ART treatment to meet the 80 percent goal by 2016. Changes, however, are
occurring in the context of a huge nationwide health reform aimed at refocusing
the health system on primary health care and raising the quality of health
services in preparation for the launch of a national health insurance scheme.
Piloting of this reform, which is envisaged to take 14 years, began in 2012. The
plan demonstrated a renewed government commitment to reset it targets, aim
higher, and provide universal access to life-long ART. The policy clearly inte-
grated HIV/AIDS and TB, which was particularly important given high coinfec-
tion rates, and identified the most at-risk populations (including mobile and
migrant populations, sex workers, drug users, and men who have sex with men)
and transmission “hot spots.” Partly because of these robust policy changes, the
ART program expanded widely, leading to reductions in deaths from HIV. The
changes in the health service that are already underway—related to changing
over to mainly primary health care and full integration with the other public
health programs, such as TB and maternal and child health, and screening and
early diagnosis—are in line with the goals of the National Strategic Plan. The
strengthening of prevention of new infections in children, adolescents, and adults
is also in line with those goals.

Third, programs need to be well designed and implemented to allow them to
address inequalities and establish an effective health system. South Africa’s hos-
pital-based ART program provided services initially because it bypassed the most
severe constraints of service access to target populations as patients had to go to
specialist hospital facilities. As the number of patients diagnosed increased, the
economic toll and workloads became too great for the country and its hospitals.
Although South Africa had started to show good progress in health outcomes,
even without strong political backing domestically, other much-needed health
system reforms were hindered. With widespread and diverse system constraints,
the only plausible way to tackle HIV was to institute a program that provided
effective services within the normal health delivery system but that had its own
supply chain, staff, and clinic space. Decentralization of the ART program facili-
tated this process. As a result, the ART program has been an effective vehicle for
accelerating primary health care reform.

In particular, task shifting became crucial. A key obstacle to the expansion of
ART was the shortage of doctors trained in initiating treatment. By adopting
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nurse-led ART and additional task shifting to lower-level staff, South Africa
reduced the cost of treatment, improved access to services, and reduced the bur
den on clinics providing ART. In line with international best practices, in 2009
the minister of health requested that every facility in the country have at least
one nurse trained to provide ART. In 2010 South Africa introduced nurse-initiated
ART and allowed community health workers to perform finger-prick HIV testing
(Wet, Wouters, and Engelbrecht 2012). As a result of this process, ART treatment
was devolved to lower-level facilities, increasing access to a much larger number
of patients. This decentralized model demonstrated in inner-city sites and else-
where that primary health care clinics have the capacity to effectively initiate
and monitor ART, according to Venter (2013).

Fourth, a participatory approach, engaging patients and other stakeholders, is
key. For example, the inclusion of patient advocates can improve policy imple-
mentation. Studies indicate that the inclusion of lay people as patient advocates
and the idea of an “informed patient” in the ART program have been extremely
important in increasing retention of patients, including children (Grimwood and
others 2012). High adherence levels and problem-solving ability have been
observed in patients taught how to manage their illness (Venter 2013). As a
result of patient engagement and inclusion, particularly in communities with
high treatment literacy interventions, patients have staged protests over drug
stock-outs or perceived poor service delivery. They have improved dialogue
between patients, communities, and health care providers and facilitated resolu-
tion of emerging issues (Venter 2013).

Strategic collaboration with other stakeholders, particularly civil society, is also
critical to the success of HIV/AIDS response efforts. Community leadership by
members of social advocacy groups and other grassroots organizations has been
essential worldwide in driving the response to the epidemic (Trapence and others
2012). In South Africa, collaborative and constructive partnerships with civil
society were critical to the success of the institutional reform objectives. The
growth of a strong, vigorous civil society movement rooted among people living
with HIV/AIDS was a defining feature of the country’s response and the growing
inclusiveness of government policy debates. Civil society proved more successful
than the government in educating people in the community, including young
people in schools. These groups not only advocate for equitable access to relevant
health care but are also involved in wider approaches, such as research and advo-
cacy of human rights.

Finally, the use of international benchmark prices can reduce the cost of ART.
Reforming its tender process to increase competition among suppliers and
improve transparency saved the South African government millions of dollars. Key
factors in the success of this process were the careful review of tender language,
the inclusion of preference points for local manufacturing, and the implementa-
tion of mechanisms to strengthen a fair and transparent evaluation process.
These and other reform strategies allowed the government to reduce ART costs by
53 percent between 2011 and 2012 (UNAIDS 2013). These lessons have been
shared largely through UNAIDS and articles on South Africa’s HIV program.
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Despite the progress made, several challenges need to be addressed. First,
monitoring and evaluation are inadequate. The initial reporting procedure
adopted in 2004, based on World Health Organization recommendations, proved
too burdensome. As a result, most sites abandoned it. Local registers were cre-
ated, but reporting on key indicators was inconsistent and sometimes inaccurate.
Because of costs and limited staff capacity and training, outcome reporting has
been supported primarily by research-driven, donor-supported sites that have the
resources to invest in more sophisticated monitoring and evaluation systems. The
Department of Health has introduced a new three-tier strategy for monitoring
ART provision that seeks to address these weaknesses (Venter 2013).

Second, the sustainability of the ART program needs to be addressed in the
context of other health reforms. In 2010 the government revised its guidelines on
who should be immediately enrolled into the ART program and who should be
referred to a wellness program. It continually updates these guidelines to take into
account new scientific evidence and international recommendations (from the
World Health Organization, for example). Estimated unit costs from 2007 to
2010 show that delivery efficiency is increasing but that drivers of expenditure
vary across provinces. Comparison of provincial spending with the estimated num-
bers of people in need of treatment indicates that allocations and spending seem
to be determined based on capacity to deliver rather than need. In the Northern
Cape and Western Cape provinces, for example, spending was far higher than
necessary given the HIV prevalence, whereas in KwaZulu-Natal and Gauteng,
expenditure fell far short of need. As spending on ART has dramatically increased,
sustainability at the national level is a concern (Simelela and others 2012). Robust
models of care need to be developed and implemented to increase access and
lower costs (Cleary 2010). The social grant system is also in the process of being
overhauled; it is at the consultation stage. This reform aims to tackle the key ques-
tions of access, beneficiary identification and verification, and grant distribution.

Finally, although users largely welcomed the reformed health policies
(Harrison 2009), nurses felt overwhelmed. A countrywide strike was called as a
protest against the lack of increase in salary in relation to the heavier workload.
Looking forward, the ART program should capitalize on nurse-driven health care
to counteract the shortage of doctors.

Notes

1. Personal communication from Yogan Pillay, National Department of Health (NDOH),
February 11, 2015.

2. Personal communication from Nicolli Nattrass, University of Cape Town, February 10,
2015.
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CHAPTER 7

Reforming the Social
Assistance System

Lucilla Maria Bruni

Introduction

In 1994 South Africa’s social assistance system had fewer than 3 million
beneficiaries, and the system was characterized by low coverage, strong imbal-
ances, and discrimination. Today it covers nearly 16 million people, through a set
of transfers that are considerably more progressive and pro-poor than those of
other middle-income countries, with 69 percent of all cash transfers going to the
bottom 40 percent of the income distribution (World Bank 2014). Government
resources devoted to social assistance rose from R 14 billion in 1994 to R 111
billion in 2014. The 2014 figure represents 3.4 percent of gross domestic product
(GDP), a larger share than the average for Sub-Saharan Africa (2.8 percent) and
many Asian, Latin American, and European countries.! Empirical research sug-
gests that the grant system helped reduce poverty, stabilize the annual growth of
real earnings, and increase employment and labor force participation among
women (Eyal and Woolard 2011; Bhorat and Cassim 2014).

Reforming social assistance in South Africa has been a long and complex pro-
cess that began in the mid-1980s and is still ongoing. The apartheid government
had slowly started opening the social assistance system to the African population;
by 1994 benefit programs for old age and disability had been extended to all
groups (van der Berg 1997; Woolard and Leibbrandt 2011).

As of 1993, however, little was being spent on children, and coverage was
limited and highly unequal by race: only 0.2 percent of African children were
receiving maintenance grants, compared with 1.4 percent of white children,
4.0 percent of Indian children, and 5.0 percent of Coloured children (van der
Berg 1997; Woolard and Leibbrandt 2010).

The author is an Economist in the Social Protection and Labor Global Practice at the World Bank.
This chapter benefited from extensive interviews with current and former government officials as well as
from comments by peer reviewers Alan Gelb, Frances Lund, and John Kruger.
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The new government started addressing these challenges through both policy
and administrative reform. The main policy step was the introduction of the
child support grant in 1999. The grant was designed to follow the child rather
than the biological caregiver. Assigned on the basis of poverty status, the grant
phased out the old state maintenance grant, a benefit paid mostly to Coloured
and Indian single mothers that was eliminated in 2001. The government has
since significantly expanded coverage of the child support grant by raising the age
of eligibility: the child support grant expanded from 150,000 beneficiaries at its
inception in 1998 to about 11.2 million in 2013. The government also pursued
a strong administrative reform agenda, by overhauling the management of grants,
harmonizing procedures across regions, and greatly improving the administrative
process. A remarkable step in this area was the creation of a specialized agency,
the South African Social Security Agency (SASSA), responsible for all aspects of
administering grants, including application, verification of eligibility, payments,
case management, and upkeep of the beneficiary roster.

SASSA started operating social grants in 2006. Since then, an estimated
R 2 billion a year has been saved by eliminating ghost beneficiaries and reduc-
ing turnaround time. Significant efforts have been devoted to standardizing
business processes and improving service. State-of-the-art biometric identifica-
tion and electronic payments were introduced; they now represent the sole
mode of delivery of payments. In 2013/14, 90 percent of all new applications
were processed within 21 days across all provinces, and the average cost per
transaction fell to R 16 a month, about 5.4 percent of the value of the benefits
delivered (SASSA 2014).

Such successful expansion and improvement of the social grant system is
unique in Africa and remarkable worldwide. This case study analyzes how South
Africa managed such reform. It shows that a combination of commitment, lead-
ership, backing from the constitution, focus on technical soundness, broad coun-
trywide dialogue, and engagement with civil society contributed to this success.

The Policy Challenge

One of the most pressing challenges for the new South African government in
1994 was how to address the high levels of structural poverty and inequality
inherited from the apartheid era. More than half the population lived in relative
poverty (Leibbrandt and others 2010); this situation was acutely visible because
of poverty’s correlation with ethnicity and coexistence with great affluence
(Seekings 2007). A number of policy instruments were examined to address
these challenges, including housing, social services, nutritional support, early
childhood development programs, social funds, and traditional welfare programs
(Lund 2008).

The government identified social grants as a central instrument, partly because
South Africa’s Constitution mandates the right to social assistance when indi-
viduals cannot provide for themselves or their families and partly because of
mounting evidence of the positive impacts that existing social grants (the old-age
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pension and the disability grant) had on poverty reduction (Case and Deaton
1998). Some observers also viewed social grants as a necessary means to compen-
sate the population for the sometimes tough economic reforms the new govern-
ment undertook under the Growth, Employment and Redistribution strategy
(GEAR), introduced in 1996.

The outcome of the negotiations that led to the democratic government
meant that the apartheid-era social assistance system remained largely intact
after the elections. Although this system needed deep policy and administrative
reform, it provided an existing platform to build such reforms on. The apart-
heid government had started opening the social assistance system to the black
population long before 1994. The old-age pension—the largest program until
the child support grant—was extended to the black population in 1944. In
1978 blacks made up 70 percent of pensioners but received 43 percent of the
total pension value; by 1990 that proportion had increased to 67 percent (van
der Berg 1997). In 1994 social assistance reached less than 3 million people
(about 7 percent of the population at the time) (van der Berg 1997), and there
were great disparities in the efficiency and reliability of social assistance admin-
istration across provinces and regions. The Self-Governing Territory Constitution
Act 21 of 1971 established the creation of four independent states (bantustans)
and six self-governing territories, “with state and administrative apparatuses as
if they were fully functioning countries with their own education, health and
welfare services” (Lund 2008, 11). The system led to administrative fragmenta-
tion, with 13 national and 4 provincial offices, plus 3 coordinating departments,
a costly system aimed strictly at separating the provision of welfare across the
races (Lund 2008). Thus, the legacy of apartheid meant that in 1995 the
Department of Social Welfare operated with vastly different standards (Patel
2011). Access to public offices was difficult for the majority of poor people,
and limited administrative capacity created barriers for basic documentation
and registration services.

The state maintenance grant was highly differentiated along racial lines. It was
paid mainly to Coloured, Indian, and a small number of white single, widowed,
or separated women. Although all South Africans in the former Republic of
South Africa were formally eligible for it, in practice African women were largely
excluded from access because of the fragmentation in administration described
above (Skweyiya 2011).

To address the problem, the government embarked on the long and ambitious
reform path to design the right instruments, expand coverage, strengthen the
developmental impact, and improve the administration of the social grants sys-
tem. Harmonization of segmented welfare departments, which had begun during
the previous regime, was a key objective of the new government.

The constitutional underpinnings of the right to social assistance gave a great
deal of momentum to the harmonization process, through a famous constitu-
tional court case, Mashavha v. the President of the Republic of South Africa
(box 7.1), in which, for the first time, the Constitutional Court upheld the
constitutional right to social assistance. It ruled that delivery of social assistance

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8

121


http://dx.doi.org/10.1596/978-1-4648-0768-8

122

Reforming the Social Assistance System

Box 7.1 Mashavha v. the President of the Republic of South Africa

In 1992 Mr. Mashavha, a manual laborer, was injured in a collision that left him with a perma-
nent disability. In October 2000, he applied for a disability grant in Limpopo and was referred
for a medical examination. He was advised that he could not work again and told to come back
for the grant three months later. By November 2001, he had not received any transfer. His attor-
ney wrote to the local pension office. He started receiving his grant on January 25, 2002, but he
received less than what he was owed in arrears.

With the support of a nongovernmental organization, Mr. Mashava took his case to the
Constitutional Court, challenging the delegation of administration of social assistance to pro-
vincial governments. The court ruled that “social assistance is indeed a matter that cannot be
regulated effectively by provincial legislation, or that to be performed effectively, it requires to
be regulated or coordinated by uniform norms and standards.”

Source: Mashava v. President of the Republic of South Africa, 12 BCLR 1243 (CC 2004).

at the provincial level meant that some citizens got better access to their consti-
tutional right than others and called on the government to promptly reform the
system in a manner compliant with the constitution.

Addressing the Policy Challenge

The formal objective of the reform was to establish a social assistance system
that addressed socioeconomic challenges in a manner compatible with the
Constitution. The informal objective was to respond to the demands of a poor
black electorate that had experienced one of the worst forms of segregation in
recent history. Social grants were seen as one of the key instruments of com-
pensation and redistribution that had been proved effective by rigorous
research and a means to strengthen the social compact between the people and
the new government. The specific objectives evolved as the reform progressed,
starting from big-picture policy objectives such as reducing poverty and
inequality to the more specific goals of addressing challenges in administration
and the delivery of social grants.

Policy Making

Discussions on the role of social assistance in addressing poverty and inequality
took place within the African National Congress (ANC) even before the 1994
elections. “The right to education, welfare and health care consistent with the
needs of the people and the resources of the state” was included in the ANC'’s
proposal for a democratic South Africa of 1991 (ANC 1991). Section 27 of the
Bill of Rights of South Africa’s Constitution includes the right to “social security,
including if they are unable to support themselves and their dependents, appro-
priate social assistance.” These rights are to be realized progressively, to the best
of the state’s ability, contingent on available resources.
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In 1996 the government asked a group of experts, the Lund Committee on
Child and Family Support, to review the state of child and family support sys-
tems in South Africa and recommend options for addressing the pressing social
challenges families with children faced. The committee recommended the intro-
duction of a flat-rate child support benefit (the child support grant) and the
corresponding phase-out of the state maintenance grant. The child grant was the
first means-tested child support benefit in South Africa to be paid to a primary
caregiver, whether or not he or she was the biological parent. It expanded
the number of beneficiaries from 150,000 at its inception in 1998 to about
11.2 million in 2013. The ceiling for eligibility increased progressively from
7 years in 1999 to 18 currently.

Support from leadership—particularly two successive pairs of ministers and
directors-general of the Department of Social Development—was key to the
success of the reform, according to the head of the committee, Professor Frances
Lund. The committee started its work under the first minister of welfare of the
democratic government, Abe Williams, but it operated mostly under Geraldine
Fraser-Moleketi, who replaced Williams in 1999. Being new to welfare, Minister
Fraser-Moleketi “worked hard and read widely” to learn about the sector; she was
“willing to listen and rapidly recognized that the reform had political clout”
(Lund 2008). She quickly became a champion of reform, providing the necessary
political endorsement within the Cabinet. Leila Patel, acting director-general
(later confirmed), enabled the work of the committee under Minister Williams
and provided the necessary continuity when Minister Fraser-Moleketi took over.
As one of the few senior staffers with theoretical understanding of the redistribu-
tive role of social assistance and its contribution to poverty alleviation, she was
instrumental (Lund 2008).

Under Fraser-Moleketi’s political guidance, and with the intellectual leadership
of Leila Patel, the Department of Social Welfare adopted the White Paper for Social
Welfare. The White Paper “marked the transformation of the welfare sector from a
narrow, strictly welfare focus to a broad context-relevant developmental social
welfare perspective” (Skweyiya 2011). As an emblem of the shift from welfare to
development, the Department of Social Welfare was renamed the Department of
Social Development. The White Paper, along with all the groundwork done by
Fraser-Moleketi and Patel, set the vision for the reform process to follow.

Zola Skweyiya, who followed Fraser-Moleketi as minister in 1999, remained
in office until 2009. He carried the reform forward with great impetus.
“Considered one of post-apartheid South Africa’s most successful ministers, he
has turned around an often unsympathetic and dysfunctional department that
now ensures that almost 13 million South Africans access social grants,” wrote
the Mail & Guardian in 2009 (Tolsi 2009). Vusi Madonsela, director-general of
the Department of Social Development under his leadership, credits Skweyiya
with having “led a social policy revolution in South Africa” (Madonsela 2013).
Passionate about the socioeconomic challenges the country faced, Skweyiya set
his key strategy as building engagement with people and bringing the pressing
poverty challenges to public attention.
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Skweyiya surrounded himself with capable staff. Director-general Vusi
Madonsela was an effective leader and one of the key intellectual forces in the
department. Professor Vivienne Taylor, who was appointed advisor to the minis-
ter in 1999, recalls how Skweyiya and his staff would travel to the provinces and
organize dialogues with local communities in an effort to bring the Parliament
closer to the communities. “He was trying to change the way politicians engaged
with people, and thus built up a type of legitimacy that others did not have.
He became known by people,” she recalls.

Minister Skweyiya put great emphasis on training personnel. “For the
Department of Social Development to discharge its mandate of being the lead
department in addressing poverty in post-apartheid South Africa, we needed to
build sound expertise in social policy and evidence-based policy making,” he
wrote (Skweyiya 2011). He created the Strengthening Analytical Capacity in
Evidence-Based Decision Making Program, funded by the U.K. Department for
International Development (DfID). Since 2005 this program has trained more
than 300 senior South African policy makers, with strong support from the
Department of Social Policy at Oxford University (Skweyiya 2011).

In 1999 Minister Skweyiya appointed a second policy committee, the
Taylor Committee of Inquiry into Comprehensive Social Security, led by
Professor Taylor. Its role was to elaborate options for a new social security
system based on the concept of developmental welfare, explore their viability,
and formulate recommendations. The committee presented its recommenda-
tions in 2002. They centered on the idea that a comprehensive social protec-
tion system should be put in place to ensure all citizens a minimum
acceptable standard of living and strengthen the state’s contract with the
people. “In placing social grants as a key pillar of a broader social protection
strategy, South Africa is moving away from a piecemeal residual and reactive
approach to poverty to an approach that is socially and economically empow-
ering for individuals” (Taylor 2010).

Throughout the reform the main discussion of policy alternatives centered on
whether grants should be universal (given to all South Africans); categorical
(given to all individuals within a vulnerable group, such as children or the
elderly); or means tested (given only to the poor, whether or not they belong to
a specific group).

Discussions around the idea of a basic income grant that would provide a
guaranteed minimum income to all South Africans started around this time.
The prevailing assumption was that a basic income grant would not be sustain-
able. To find out if the assumption was valid, the Cabinet tasked the Taylor
Committee with examining its fiscal sustainability. The Committee found that
the grant was indeed fiscally feasible, under various scenarios, and proposed its
(progressive) introduction. Despite its recommendation, in 2002 the decision
was made not to introduce a basic income grant, although the matter is subject
to discussion to this day.

As for means testing, both the Lund Committee and the Taylor Committee
recommended that the child support grant not be means tested. However,
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the government strongly endorsed the idea of (self-declared and unverified)
means testing. “It was too soon into the post-apartheid era to gain acceptance of
a new benefit that would include white people,” writes Lund (2008, 86).

There has been some speculation that having a more ambitious alternative
(the basic income grant) might have facilitated the passage of (relatively) more
modest measures (Lund 2008): a child-related grant appears to be more sustain-
able and less controversial than a universal transfer. Similarly, an expansion of the
existing state maintenance grant would have been unsustainable because the
benefit paid was very high; thus, the alternative of a lower yet meaningful benefit
like the child grant appeared more appealing.

On the administrative side, a key reform introduced during Skweyiya’s tenure
was the creation of SASSA. The agency has the mandate to “act, eventually, as
the sole agent that will ensure the efficient and effective management, adminis-
tration and payment of social assistance; serve as an agent for the prospective
administration and payment of social security; and render services relating to
such payments,” according to the Social Assistance Act of 2004, which estab-
lished it. With the introduction of SASSA, the policy and administrative func-
tions of social assistance were separated, with the Department of Social
Development responsible for policy and SASSA for administration.

The decision to separate the two and create SASSA was made to provide
uniform norms and standards of service across the country, as set out in the Social
Assistance Act of 2004 and mandated following Mashava v. the President of South
Africa case (see box 7.1). According to some SASSA officials, it was also made as
a way to separate the delivery of social assistance and social welfare services
(noncash support services), which had historically been neglected. Dividing
administrative responsibility between SASSA and the Department of Social
Development would allow resources to be devoted to welfare services, according
to key people involved at the time. It was also hoped that establishing SASSA
would allow the government to fight corruption in grants administration more
effectively, according to Professor Lund—although because most SASSA staff
came from the Department of Social Development, it is unclear the move would
have that effect (and indeed allegations of corruption remained after SASSA was
established).

During the reform the government made extensive use of both technical
expertise and international best practice examples. In the early stages of the
reform, policy makers paid great attention to the technical soundness of policy
and implementation design, as embodied by the establishment of the two high-
profile policy committees (Lund and Taylor), which comprised academics, prac-
titioners, and civil society leaders. Their purpose was indeed to provide technical
recommendations and build consensus around their recommendations, thereby
helping reconcile technical aspects with stakeholder interests.

The two committees made use of local as well as international expertise. In
May 1996, Professor Lund organized a retreat (called the Itala Think Tank) for
the members of the Lund Committee and other experts in order to brainstorm
and make key decisions. The location of the retreat was remote; participants had
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to commit to stay for the whole period and to take part in the deliberations on
policy recommendations made at the end (Lund 2008). A number of interna-
tional experts took part. They were asked not to speak the first day, “in order for
them to learn about the local context and discourse” before contributing to the
discussion, according to Professor Lund.

International experience also played an important role in the administrative
reform. SASSA was modeled after Centrelink, the Australian social grants
payment agency. Study tours were organized to various countries, including
Australia and the Netherlands, though emphasis was always put on adapting
what was learned to the unique South African context, according to SASSA
officials. Some officials believed that even more exposure to international experi-
ences on the nuts and bolts of setting up an agency would have been useful
during implementation.

Implementation

The Department of Social Development faced three key implementation
challenges: managing the progressive phase-out of the state maintenance grant,
expanding the child support grant from all children under 7 in 1998 to all chil-
dren under 18 in 2012, and overhauling the way social grants were administered,
by centralizing all social assistance functions across the country through the
establishment of SASSA.

Early and consistent evidence on the success of social grants in combatting
poverty was the basis for gathering resources for the expansion of coverage. The
constitutional right to social assistance also provided a strong underpinning, as it
required the government to provide resources for the progressive realization of
this right (see the next section on consensus building). Funding for the establish-
ment of SASSA was mobilized under the promise that both the centralization
and the new agency would address fraud and leakage in the system, thereby
saving resources in the longer term.

In 1997 an implementation task team began phasing out the state mainte-
nance grant and phasing in the child support grant. An innovative public-private
partnership (PPP) called the Program Management Service facility financed the
changes. It allowed civil servants to purchase skills from the private sector, learn
from them, and eventually take over the outsourced functions. Civil servants
headed the task team’s operations, but the work was carried out largely by con-
sultants. This model was effective at overcoming hurdles and completing the
phasing in and phasing out work that had begun in 1998 (Lund 2008).

Use of information technologies (IT), especially the adoption in the early
2000s of a management information system, led by some of the provincial
Departments of Social Development (Eastern Cape first, followed by the Free
State and Gauteng), played a big role in managing the expansion in the number
of grants. A SASSA official said, “The provincial Department of Social
Development had adopted a Management Information System that improved
service delivery to a great extent. This system was brought over from the prov-
ince and is still in operation today. Besides improving control and turn-around
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time (improved from about 106 days on April 1, 2006, to 3 days currently with
regard to the applications), it also took the place of many of the manual registers.
Better performance with application taking meant a reduction in time wasted to
deal with enquiries and complaints—a byproduct of increased efficiency.”

With the support of a consulting firm, the Department of Social Development
separated the functions it handled from those taken over by SASSA. In 2002
Minister Skweyiya created a Project Implementation Unit (PIU) within the
Department of Social Welfare to handle establishing SASSA and managing the
transfer of functions. Deloitte, a management consulting firm, supported the PIU
throughout the process. The PIU dealt with many aspects of the implementation
of the reform, including legal issues and staffing. Development of the legislative
acts involved extensive consultations and appearances before Parliament. Most
staff who carried out front office functions within the Department of Social
Welfare were moved over to SASSA, but staff for support functions such as
human resource, finance, legal, and IT had to be recruited.

According to members of the PIU, the ability to plan dynamically was a key
factor of success: continuously restaging processes and systems according to the
challenges faced allowed the team to address issues effectively. The governance
structure within the central administration (the PIU, the Department of Social
Development, Treasury, and the Department of Public Service and Administration)
allowed for very good dialogue and flow of information. Reportedly, the gover-
nance structure and resulting flow of information between the central adminis-
tration and the regions were not as good, creating some resistance to reform in
the provinces (see section on consensus building).

Strong leadership within SASSA was not present at the beginning. “The lead-
ership issue was not the primary focus at [the initial] stage, as the emphasis
was on integrating previously disparate provinces into a functional whole (...)
[A dynamic] leader has now come into the organization and the results are
clearly visible,” reports one SASSA official, referring to Virginia Petersen, the
chief executive officer (CEO) of SASSA appointed by Minister Bathabile
Dlamini in 2011. She has driven key activities, including the reregistration of
beneficiaries and the introduction of the electronic payment and identification
card. She also introduced a “corporate brand,” by improving, standardizing, and
curating the image of SASSA offices, officials, and materials.

A key obstacle that SASSA had to overcome was fraud and corruption in the
system. In April 2005, Minister Skweyiya set up a special investigating unit to
review people who had permanent positions in the public service but deliber-
ately misrepresented their positions in order to obtain social grants (Mail &
Guardian 2008). Thanks to this special unit, nearly 2,600 government employ-
ees were removed from the social grants roster. Disciplinary action ranged from
warnings to dismissals. The investigation reportedly yielded significant savings
(Mail & Guardian 2008).

Fraud and corruption persisted despite these improvements. The Social
Assistance Act established an Inspectorate for Social Security to operate as
watchdog over SASSA, conduct investigations to ensure the integrity of the
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social assistance system and management, and fight against the abuse of social
assistance. The Inspectorate was never established, however.

In 2012 Minister Dlamini and CEO Petersen adopted a new strategy, requir-
ing all social grant beneficiaries to reregister with SASSA. Upon registration,
beneficiaries’ data were (and still are for new beneficiaries) collected and stored
on a biometric ID card. Once a month, all beneficiaries need to present their
proof of life by scanning their fingers or speaking into a voice recognition
machine. The ID also works as a debit card, linked to the account into which
benefits are paid.

Reregistration led to the removal from the system of more than 640,000 ineli-
gible beneficiaries (South Africa, National Treasury 2014) and to savings of
roughly R 2 billion a year (interviews with SASSA officials and Ensor 2014).
According to media reports, the cost of the reregistration exercise was R 275
million, or roughly 10 percent of the annual savings (Yahoo Finance 2014). The
reregistration process faced great opposition by people who lost benefits because
of fraudulent claims. Top personnel at SASSA are reported to have received
death threats (eNews Channel Africa 2014).

The SASSA ID is one of the most advanced social security identification sys-
tems in the world. Its introduction has not been without problems, however. In
April 2014, a court declared the tender for the distribution of payments (which
includes the biometric ID system) invalid and ordered SASSA to reopen it for a
period of five years. SASSA is scheduled to take over the payment mechanism
by 2017.

Consensus Building

According to Minister Skweyiya, there was broad agreement within the Cabinet
that social assistance was needed as a key instrument of compensation and
redistribution and a means to strengthen the social compact between the people
and the new government. “Many members of the Cabinet came from poverty;
they thus fundamentally understood the role social assistance can play in improv-
ing the livelihoods of the poor. People were promised a better life and equal
treatment with the new government, and such a promise was recognized as an
agreed basis for working together,” he said.

There were differences and disagreements over the scale, effect, and sustain-
ability of the social grant system within the Cabinet, however. Minister Skweyiya
and Professor Taylor recall many intense discussions with Finance Minister Trevor
Manuel on the fiscal sustainability and economic effects of various aspects of the
expansion of the social grants system, particularly the appropriateness and feasi-
bility of the basic income grant.

Forming a coalition outside government was very important in building con-
sensus within government, according to Skweyiya. Garnering support from faith-
based organizations and nongovernmental organizations (NGOs) that were
vibrant supporters of the role of social grants in poverty reduction was funda-
mental. The two technical committees also played a role in building consensus.
Their broad membership implied strong ideological differences among their
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members but also broad support once recommendations were made. The com-
mittees had to engage in a consultation processes with all stakeholders as part of
their terms of reference, although Professor Lund recalls being given insufficient
time for consultations and pushing for more. A group of NGOs reports that the
Taylor Committee’s work was generally perceived as “competent, collegial and
open to public comment” (South African Council of Churches 2002).

During implementation, criticism from inside and outside the Department of
Social Development was a key challenge. When SASSA was being established,
the governance structure at the central level allowed for a good flow of informa-
tion internally. Less attention was given to the flow of information at the decen-
tralized level, according to SASSA officials. Provinces were reportedly consulted
in the process, but there was constant jostling for position and interests because
representatives from the provinces were not formally included in the process,
making it difficult for them to provide input. According to one SASSA official,
“the Minister and the CEQ played a crucial role in negotiating with the Provinces
about the transition. Their message was that the change was not negotiable, but
how it occurred and the processes were negotiable. In this manner, they did man-
age to garner support from the Provincial government.”

Outside the Department of Social Development, various NGOs vocally
opposed the creation of SASSA and the transition from provincial government
to SASSA. Their views were reportedly not taken into account. Some SASSA
officials believe that more attention should have been paid to those critics, as
doing so would have allowed for a better process and better outcome. Other
officials believe that “external stakeholders like the Black Sash and the Legal
Resources Centre were also instrumental in the change, as they were responsible
for the legal challenge in the Mashavha case. They thus further gave legitimacy
to the process.”

Minister Skweyiya believes the media also played an important role in increas-
ing consensus around the reform process. By disseminating information on
the prevalence and depth of poverty and sharing information on the reform
plans and its progress, the media helped increase the reform’s transparency and
legitimacy.

Sequencing

Discontinuing the state maintenance grant was challenging on both political and
ethical grounds because it meant that nonblack single mothers would lose sup-
port. Human rights groups threatened to legally challenge the withdrawal of the
grant for existing beneficiaries on the basis that it violated the Constitution,
according to Professor Lund, although they never carried through with such
action.

The Lund Committee conducted solid statistics-based background work to
estimate the effects of the policy change; it sought advice to evaluate the likeli-
hood of encountering legal issues; and it was transparent and open about the
implications of reform and explained the rationale of the choices it made (Lund
2008). On the basis of this work, the committee recommended the gradual
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phasing out of the state maintenance grant over five years, as children reached
the end of their eligibility. The phasing out would coincide with the five-year
phase-in of the child support grant.

Despite Minister Fraser-Moleketi’s staunch advocacy, this approach did not
find support at the political level. “Too many wanted the state maintenance grant
to disappear right away,” recalls Professor Lund. A compromise solution of three
years, later extended to four, was reached. By 2001 the state maintenance grant
had ceased to exist.

Introduction of the child support grant required two sequencing decisions.
The first was whether to immediately extend coverage to all eligible children or
to limit coverage to newborns. The second was whether to progressively
increase the age threshold. Both were political decisions: the Cabinet decided to
immediately extend coverage to all age-eligible children (children under the age
of seven at the time) on the basis of the right of all children to receive assistance,
and to raise the eligibility age in order to mimic the age eligibility of the state
maintenance grant (Lund 2008). Pilot projects were not launched, as there
was a perception among the various stakeholder groups that they “would not be
constitutional or fair” (Lund 2008).

The sequencing approach of the establishment of SASSA combined the
sequential and the big bang approach. Implementation took place in three
phases:

1. In the stabilization phase, SASSA took over all functions previously performed
at the provincial level and ensured continuity.

2. In the standardization phase, all provinces were brought up to the same level
of performance.

3. In the optimization phrase, overall performance was enhanced, through the use
of technology.

The big bang approach came in the stabilization phase: on a single day (April 1,
2006), SASSA took over all provincial functions across South Africa. “There
were too many reasons why an incremental approach [for a take over of func-
tions] was not going to work. First, the staff had to be transferred as a going
concern—the date of transfer was the same for all staff. Second, the court order
had to have everything under a national umbrella by a certain date. Third, the
legislation had to be implemented on the same date in all provinces,” recalls one
SASSA official.

All provincial social assistance workers were automatically moved over to
SASSA, and on April 1, 2006, everyone continued to perform their jobs the
way they had the previous day. New posts were quickly filled by identifying
and prioritizing pressure points at the local office level. Core local office staff
were also appointed from staff shifted from the provinces. “Astute planning
contributed to very little disruption of services,” according to one SASSA
official. “The situation was managed, although long hours were sometimes put
in to achieve goals.”
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Results Achieved

The number of social assistance beneficiaries quintupled, from fewer than 3 million
in 1994 to 16 million in 2014. The cash grant system as a whole is strongly progres-
sive and pro-poor, raising the market incomes of people in the bottom decile of the
income distribution by a factor of 10, according to analysis by the World Bank. This
impact is far greater than in other middle-income countries, including Brazil, which
is celebrated worldwide for the success of its antipoverty cash transfer system
(World Bank 2014). Overall, 76 percent of total expenditure on grants is allocated
to the poorest 40 percent of the population (Bhorat and Cassim 2014). Most grant
recipients are children under 18 (70 percent of grant allocation), old people
(17 percent), and disabled individuals (7 percent) (Bhorat and Cassim 2014).

There is strong evidence that increased access to safety nets has reduced pov-
erty rates and inequality (Bhorat and Cassim 2014) and had positive develop-
ment impacts on health, schooling, and labor supply (Duflo 2000; Department
of Social Development, SASSA, and UNICEF 2012). There is no support in the
literature for the claim that social grants discourage work or incentivize teenage
pregnancy (Leibbrandt and others 2013).

At the institutional level, the key achievement of the reform is the establish-
ment of an agency (SASSA) accountable to citizens for the quality, reliability,
and transparency of payments it provides. Rules of eligibility for benefits are
clear, applications are processed much more rapidly than they used to be, and
people receive what they are entitled to in a reliable and convenient way. The
average cost of transaction decreased from R 30 to R 16 per transaction per
month, and an estimated R 2 billion a year has been saved by eliminating ghost
beneficiaries and reducing turnaround time. Furthermore, centralization of the
administration of grants simplified financing processes and reduced scope for
misuse for political patronage: budgeting used to be a complex bargaining pro-
cess between provincial and national levels and was subject to misuse for political
patronage by provincial governments. Centralization allowed for more straight-
forward and transparent budgeting.

A notable by-product of the expansion of grants is the spectacular rise in birth
registration during the first year of life, which rose from 24 percent in 1991 to
95 percent in 2012 (UNICEF 2013). The requirement that a birth certificate be
presented in order to obtain social grants—especially the child support grant—
has worked as a major incentive to early registration. In order to allow for acces-
sible birth registration, the government has established fixed service centers as
well as hospital registration points, mobile units, and multipurpose community
centers (UNICEF 2013).

Conclusions: Success Factors, Challenges, and Lessons Learned

The end of apartheid and the beginning of a new era based on freedom and
democracy gave singular momentum to reform in South Africa. Although these
circumstances were unique, many aspects of reform can nevertheless be
replicated in other countries.
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Several factors were key to success. First, credible leadership was exerted
throughout the process at different levels. Second, building on the existing
system inherited from the previous government, even if this is in need of deep
reform, can provide a substantial starting point; scrapping the system and
starting from zero would have proven much harder. Third, the constitutional
underpinning of the right to social assistance gave the reform both legitimacy
and momentum. Fourth, the inclusiveness of the reform process, especially at
the design stage, meant that reform was known, discussed, and accepted.
Adequate resources could therefore be devoted to it. Fifth, the embrace of
technology helped address capacity and human resources constraints. Sixth, a
relatively well-functioning system for birth and ID registration of both children
and caregivers (partly the consequence of the requirement to obtain ID books
in order to vote in the 1994 elections) facilitated administration of the expan-
sion in coverage.

These achievements are impressive, but reform is not complete: the fact that
South Africa remains one of the most unequal countries in the world—with a
poverty rate that is twice as high as the average upper-middle-income country,
according to the World Development Indicators—suggests that much work
remains to be done. Application and case management systems are not yet fully
computerized, procedures are often onerous for beneficiaries, payment adminis-
tration is still outsourced to a private company, allegations of fraud persist, and
the cost and fiscal sustainability of the system has been questioned in the context
of pressure on public budgets. In addition, the social grant system is not fully
integrated with health, education, and other social services, hindering synergies
and efficiency. A more holistic approach to social grants might yield better
human capital development and increase efficiency. Attempts to move in this
direction were unsuccessful, because challenges within each sector made harmo-
nization a low priority.

Five key lessons can be learned from South Africa’s experience in reforming
social assistance. First, establishing a legal (possibly constitutional) foundation for
social protection set a solid ground for building the consensus, momentum, and
financing needed to establish an extensive cash transfer system.

Second, dialogue and consensus building are key at all stages of reform, from
design to implementation. Allowing for some compromise between achieving
technical soundness and efficiency and building a wider consensus can help a
reform to succeed.

Third, attention to the technical soundness of policy, through the use of com-
mittees of experts to formulate policy proposals, increased the effectiveness and
sustainability of programs.

Fourth, if well managed, ambitiousness can create momentum and a real sense
of positive change, as evidenced by the plans for expanding the child support
grant, the overhauling of delivery through the centralization of social assistance
functions from one day to the other, the herculean reregistration effort under-
taken in 2013, and the introduction of cutting-edge technology in the delivery
system (biometric ID and smart payment cards).
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Fifth, communicating results may garner support for the reformed programs.
The perception that social grants induce dependency or encourage teenage preg-
nancy remains widespread among some groups. More could be done to counter
such perceptions by publicizing the actual estimated impacts of social grants.

Note

1. Social assistance expenditure is 0.4 percent of GDP in China, 1.4 percent in Brazil,
and 1.8 percent in Croatia (Weigand and Grosh 2008).
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CHAPTER 8

Improving the Delivery of
Identification Documents to
Facilitate Access to Services

John Carneson and Zandile Ratshitanga

Introduction

In 1994, the “rainbow people” of South Africa underwent a momentous change
to forge a new common national identity, marking the end of apartheid. This was
embodied by the issuance of the same compulsory identity document (ID) to all
citizens irrespective of race. Without an ID a citizen cannot register for school,
vote, get married, draw social grants, be buried, open a bank account, or obtain
any kind of official license.

The identity value chain starts with the registration of a new citizen at birth
on the National Population Register (NPR). When citizens turn 16, they are
issued their first ID. Both IDs and passports are issued against the record in the
NPR, which is secured through early birth registration and updated when there
are changes in status, such as marriage or death.

The new democratic government inherited a fragmented civil registration
system! that was used to systematically deny citizenship to the majority of the
people on the basis of race and ethnicity. Under apartheid, only the 4.5 million
people classified as white could access an acceptable level of civic services
because only whites were accorded full citizen status.

The first policy focus of the new government was to build a single nonra-
cial population register of citizens to restore citizenship and dignity to the
majority who were denied these rights. The register was also the basis of the

John Carneson is the Chief Director, Policy and Strategic Management, at the Department of Home Affairs,
South Africa; Zandile Ratshitanga is a Senior Communications Officer at the World Bank. This chapter
benefited from extensive interviews with current and former government officials as well as from com-
ments by peer reviewer Steven Friedman (director of the Centre for the Study of Democracy at Rhodes
University and the University of Johannesburg).
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voter roll, which enabled the holding of the first democratic election. The main
policy driver over the following decade was to expand these civic services to
all 40 million citizens, with priority given to rural areas and marginalized
communities.

The Department of Home Affairs (DHA) has a sole mandate to issue birth
certificates, IDs, passports, marriage certificates, and death certificates and to
verify civic status and identity. By 2006 the quality of the delivery of these
services had reached crisis proportions. The department was characterized by
uncaring staff, chronic delays, and high levels of corruption, which put the integ-
rity of the national identity system at risk. The media dubbed the department
“the Department of Horror Affairs” and reported daily on lives destroyed because
citizens struggled to get these enabling documents that gave them access to basic
rights and services.

In response to the crisis, the government shifted its policy focus after 2007
to transforming the department into a modern, efficient organization that is
responsive to the service-delivery and security needs of South African
citizens, residents, and visitors. Implementation of this policy was successful
thanks largely to the strategy of using internal reforms to effect visible
improvements in services that in turn built the confidence necessary to
mobilize support for deeper reforms. Key stakeholders in this process were
the political leadership, including the president, the Cabinet, the parliamen-
tary portfolio committee and DHA ministers, DHA staff, the National
Treasury, national and provincial government departments, local government,
communities, and the private sector.

The department implemented this strategy in relation to the three docu-
ments that have the most direct impact on the everyday lives of citizens: birth
certificates, IDs, and passports. It drastically improved its ability to deliver
services, with the average turnaround times for issuing IDs reduced from more
than 140 days in 2006 to 40-45 days by 2009-14. Even more important was
the increase in reliability, which surveys showed was valued by citizens above
speed of service.

The modernization program initiated in 2013 reduced turnaround times for
the delivery of IDs, in the form of the new “smart card,” by another 5-10 days.
The average turnaround time for passports was reduced from 12 weeks in 1994
to 2 weeks from 2009 for applications that are captured digitally. Between 2010
and 2015 steps were taken that increased the number of births registered within
30 days from 46 percent in 2010/11 to 64 percent in 2014/15.

The policy to turn around the DHA is remarkable because it happened
despite very limited recognition of the scope and strategic importance of
the department’s civic and immigration mandates. Between 1994 and 2014, the
DHA expanded its civic services footprint to cover every municipality in the
country. In 2000 there were 200 local and regional offices. A fleet of 112 mobile
units with satellite connectivity was added, and by 2014 the footprint had
expanded to 405 offices at which the public could access DHA services. In real
terms, however, the growth of the budget and staff complement did not match
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this expansion. Despite increased demand for services, budgets have not
allowed for significant investment in infrastructure, systems development, train-
ing, or security.

Table 8.1 shows the growth in the production of selected documents, the staff
size, and the budget of the DHA during critical phases of the transformation of
the department. The budget covers the civic functions of the DHA (the focus of
this chapter) and immigration functions.

Historically, the DHA was considered a department that provided routine
administrative services of relatively low value. Its classification by the National
Treasury as a “general public service” department means that it is not regarded as
either a mainstream service delivery or a security department. The much smaller
Department of International Relations and Cooperation (DIRCO), which is
similarly classified, had a budget of about $670 million in 2013/14, about 50
percent more than $440 million allocated to DHA.

The international, border, and domestic functions of the South African
Revenue Service (SARS) are more comparable to the DHA; it received
$1.1 billion. Both SARS and DIRCO have staff with higher-level and more
specialized skills than the DHA, and their core and support systems are more
integrated, up to date, and secure. Yet the DHA delivers a wider range of
services to a larger client base and plays a critical role in national security.
It is also a key enabler of service delivery in both the public and the private
sectors. There is growing pressure for a new policy shift: the repositioning of
DHA so that it can deliver its full mandate as a key element of an effective,
citizens-oriented state.

Table 8.1 Performance by the Department of Home Affairs, 1994-2013

#Birth # Passports Budget
Year certificates #IDs issued issued # Staff (thousands of rand)

First phase: Expansion of services

1994/95 574,980 4,636,995 454,498 6,941 356,928
1995/96 966,696 2,830,940 502,489 7,549 424,454
1996/97 1,064,662 2,222,441 510,245 7,619 471,820
1997/98 1,775,662 2,498,970 889,340 7,907 587,785

Second phase: Turnaround program

2006/07 1,068,934 2,759,949 1,006,060 8,341 2,800,405
2007/08 1,279,828 2,054,272 1,081,771 8,560 2,906,230
2008/09 163,151 2,499,419 1,115,711 12,186 3,606,271
2009/10 1,726,766 2,567,414 9,023,80 10,494 3,807,884

Third phase: Modernization

2010/11 2,183,110 2,216,652 946,512 9,259 4,186,331
2011/12 1,979,299 2,275,461 748,477 9,091 4,816,566
2012/13 1,259,491 1,936,475 580,215 9,198 4,376,678
2013/14 650,682 1,789,671 614,008 9,664 5,198,858

Source: DHA 2001-2014.
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The Policy Challenge

By 2006 a dysfunctional DHA was becoming recognized as a material risk at
home and abroad because of its failure to adequately deliver services and secu-
rity. In its election manifesto, the government committed to building a capable
modern state that could lead development. Such a state needs efficient and
secure identity and immigration systems and the confidence of its citizens and
the global community. At a symbolic and political level, the new identity system
was essential to achieving social justice through the restoration of basic rights
that had been denied to the majority of South Africans under apartheid.

Profoundly concerned about this state of affairs, Minister of Home Affairs
Nosiviwe Mapisa-Nqakula saw that it was necessary to go beyond the depart-
ment to find the solution to the problem. “Only a forensic view of Home Affairs
thorough, unsentimental, professional, without fear or favor would give us the
detailed understanding of what has to be fixed,” said Mapisa-Nqakula to
Parliament (Budget Vote speech, National Assembly, June 7, 2007).

The path adopted was to involve relevant state actors with the support of the
Cabinet. She drew a Support Intervention Team from the Public Service
Commission, the National Treasury, and the Department of Public Service and
Administration. This team’s summary report, presented to Parliament in early
2007, called for the department to take drastic action to address deep-seated
problems of leadership, management, systems, technology, organization, and
corruption. Minister Nkosazana Dlamini-Zuma, who succeeded Mapisa-Nqakula,
said she had in the later years undertaken unannounced and disguised ministerial
visits to service delivery points to experience the quality of service firsthand.

The policy option of initiating a large-scale turnaround program was presented
to the Cabinet and approved. The National Treasury agreed to an initial grant of
approximately $20 million. The decision to comprehensively overhaul the
department to achieve a dramatic improvement in service delivery was the best
policy option given political and social pressures and the need to holistically
address the institutional issues of leadership, governance, operations, and culture.

From 2010, building on the momentum generated by the turnaround, very
substantial progress was made. There was no way in which deeply rooted prob-
lems could have been resolved in three years or in some areas even five. The
decision to focus attention and energies on ensuring the successful transforma-
tion of the ID and passport processes was correct in that it acted as a catalyst for
larger changes in the medium and longer terms.

Addressing the Policy Challenge

Institutional Reform Objectives

The primary stated objective of the turnaround program was to drastically
improve service delivery, starting with the issuance of enabling documents.
This was done through addressing the serious institutional challenges the
Support Intervention Team had identified. Stating this as a government priority,
President Thabo Mbeki mentioned in his 2007 State of the Nation Address that
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“we will bring the operations of the Department of Home Affairs to full capacity”
(National Assembly, February 9, 2007). Specific areas to be addressed were
service delivery and facilities, people and organizational structure, corruption,
security and risk, and information technology (IT).2

The turnaround program was formally launched in June 2007. “We want to
ensure that we deliver services efficiently and in predictable time frames,” said
Minister Mapisa-Nqakula at a press briefing (statement issued by the DHA,
November 14, 2007).

At the strategy level, the minister and director-general, supported by lead
consultants, agreed that the success of the turnaround hinged on making a quick
and visible impact on the lives of citizens and that the most important service in
this regard was the issuance of ID books. This strategy was highly successful, but
it narrowed the objectives of the turnaround. Less attention was paid to other
critical areas, such as immigration and the coherent development and security of
the entire national identity system. Apart from funding constraints, the capacity
of the DHA was not sufficient to manage more than one large-scale project at a
time, such as addressing the complex challenges presented by the broader
national identification system and birth registration.

An immediate informal objective was to deal decisively with weak leader-
ship and management, an aspect that received intense media and political
attention. The appointment of a new director general of DHA, Mavuso
Msimang (dubbed “Mr. Fix-It” by the media) was an important step. He had a
track record of improving public institutions. He gave the turnaround a public
face and served as a spokesperson who could articulate the policy internally and
externally and provide progress on what was being done to address the service
delivery challenge. This interface with the public showed that the department
was responsive to the needs of citizens and went a long way toward changing
public perceptions.

The second policy objective was to achieve a profound cultural change in the
way managers viewed and executed the mandate of the DHA. It was critical that
officials begin to put service to the public first and to take control of the business
processes for which they are responsible. These concepts were alien in the DHA.
Most staff came to work not understanding or caring about the value they could
add to the lives of citizens or their own careers. This is despite the adoption of
government-wide legislations in 1995 of “Batho Pele” principles meaning put-
ting people first in order to transform public service delivery (South Africa,
DPSA 1997).

A third policy objective was to ensure political and public support and fund-
ing for the program. The strategy was to establish an effective partnership
between the minister and the director-general, supported by a well-funded and
competent communications team. Such a partnership provided leadership that
could point to progress, manage risks, and maximize gains. Most important, chan-
nels were created to allow the minister to communicate directly with staff and
the public. “I am new and want to work with you to improve Home Affairs.
Good or bad, let me know—we will fix it together,” said Minister Nkosazana
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Dlamini-Zuma when she joined the department in 2009. This kind of direct
interaction encouraged the staff to own the process as valued participants and
assured the public that something was done to address their problems.

Policy Making

Essential to success was selecting which “quick wins” to focus resources on.
The decision was critical, because failure to deliver might have had a fatal impact
on the program.

The obvious choice was the issuance of IDs, because they have an immediate
impact on the lives of citizens. Typically a grandmother sharing a small pension
with many dependents in a rural area may have to forgo several meals to pay for
transport to a DHA office in order to acquire an ID, which is needed to access
the child support grant.

The consultant conducted an in-depth study of the ID production process,
which indicated that there were gross inefficiencies that if corrected would result
in a dramatic improvement in service delivery. The ID process in 2007 included
too many manual handovers, redundant and duplicated areas, little use of metrics
for efficient management, and a lack of basic monitoring and controls. The sys-
tematic implementation of operational management principles was key to the
transformation of all business processes involving production.

Because of funding constraints, the complexity of the reform challenge, and
organizational capacity, birth registration was initially not prioritized, despite its
fundamental importance for the security of the population register. Passports
were also not prioritized, because they were issued mostly to people who could
afford to travel rather than to the mass of impoverished people who needed
DHA services most.

In 2009, under Minister Dlamini-Zuma, a clear strategy to deal with birth
registration and the issuance of birth certificates began to emerge. The main
policy objective of the DHA was securing the NPR rather than speeding up
service delivery. The logic was that, as custodians of identity and citizenship, the
DHA must make security of the NPR and related processes its primary concern.
Without a secure NPR, the value of DHA services and the security of the state
and individual citizens would be at serious risk. It was taken forward under the
leadership of a new director-general, Mkuseli Apleni, and a skilled management
team that had the confidence to take the transformation of the department to
the next level without reliance on consultants.

Under apartheid there was no systematic registration of the births of Africans;
and, since 1994, in a democratic South Africa, various campaigns were run to per-
suade parents to register children after birth to secure their citizenship and identity.
The Births and Deaths Registration Act as amended in 2005 requires birth registra-
tion within 30 days. About 1.1 million new citizens are born each year in South
Africa, and in the financial year ending in March 2011 a total of 946,031 births
were registered—representing 86 percent of total births. However, only 46 percent
of births were registered within the required 30 days. By March 2015 the number
of births registered within 30 days had increased by about 5 percent a year to
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64 percent (DHA Annual Reports). Although important, this gain in early birth
registration falls short of what is required to secure the population register.

Further amendments to the Births and Deaths Registration Act (2010) were
to make it easier for caregivers to register the birth of their wards and for orphans
to be registered. This was in response to the reality that many babies are brought
up by relatives.

Implementation

The first vehicle used to implement the reforms and achieve the policy objec-
tives was the turnaround program. A service provider with a track record in
business process and institutional transformation was contracted to partner with
the department.

Among the many projects initiated were the radical transformation of the ID
process, the establishment of a modern passport production facility, the training
of staff on the new systems, the launch of a 24-hour client service center, the
upgrading of frontline offices, and the implementation of a major change man-
agement subprogram. Direct expenditure on turnaround projects from the spe-
cial grants and baseline budget exceeded R 1 billion ($84 million).

As with any large-scale reform, it was important to learn from people who had
been through similar processes. Senior managers began to develop the under-
standing necessary to appreciate lessons learned elsewhere and adjust them to
DHA. Benchmarking was used as a standard tool in projects, and senior consul-
tants shared their experiences of reform management in other projects in South
Africa and abroad. Lessons learned from the turnaround of SARS were particu-
larly important. Two meetings were held to exchange experiences between DHA
top management and managers driving several large projects in countries such as
the United Kingdom.

The policy objectives were largely achieved because the governance and
administration of this complex program were sound and an appropriate project
methodology was adopted and implemented. For Director-General Mavuso
Msimang, the immediate challenge was to build—from a very low base—a lead-
ership team that could mobilize the department in support of the turnaround
program. Senior managers were sent for competency assessments, and a number
were replaced. New structures, including steering committees and a program
management office, were established, with the minister herself chairing the
highest-level committee. Metrics and dashboards—data visualization tools that
display the current status of metrics and key performance indicators of the
project—were developed and used to make quick and effective decisions at each
management level using operations management principles. As a result, funds
were enabled and capacity could be used strategically.

One of the most successful innovations was a standard project methodology.
The approach was to derive maximum benefit from the involvement of
consultants, ensure that the DHA was in charge, and create an environment for
the effective transfer of skills and knowledge. “You cannot improve service
delivery by relying on consultants. The public and officials must own the
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change process,” said Minister Nkosazana, emphasizing the critical role stake-
holders had to play. This strategy also created opportunities for identifying and
building effective managers and leaders such as Vusumuzi Mkhize, who went
on to lead the civil service unit responsible for the production of IDs as the new
deputy director-general. “We identified knowledgeable, capable staff from
Provinces and Head Office as champions of change and created incentives for
staff” said Mkhize.

At the level of projects, the key to success was to form mixed teams of staff
and consultants led by a DHA project leader who worked closely with a consul-
tant counterpart. Reporting lines were clear. Poor performance was identified and
dealt with while good performance was celebrated.

Addressing the problem of late registration of birth could not be done only
through reforming DHA business processes but required action at the level of
communities and institutions such as schools and hospitals. Minister Nkosazana
Dlamini Zuma actively promoted early registration of birth through community-
based and national campaigns, hospitals were connected to DHA systems to
facilitate registration, and laws were amended to address gaps and increase penal-
ties for fraud. There was also a program in collaboration with the Department of
Education to ensure that 16-year-olds received their ID by capturing their
biometrics and issuing them with an ID.

In March 2010 President Jacob Zuma launched the NPR Campaign. A robust
and creative communication campaign used every available channel, from radio
to meetings to football matches and appearances by the minister in a drama
series and commercials for diapers. For maximum reach, partnership with the
Departments of Health, Education, Police, and Social Development was essential,
as was the support of provincial and local governments. By 2014 a total of 389
hospitals and clinics were connected to DHA systems in order to facilitate the
registration of birth within 30 days after birth (DHA Annual Report 2013/14).

Overcoming Obstacles

An essential part of the strategic management of the program was identifying
major risks and threats up front. It was imperative that the unions and the offi-
cials in general co-own the process because the program involved changes that
would have a direct impact on the working conditions of a highly unionized staff.
The transformation of the ID and passport processes was particularly vulnerable
to union action. Apart from general resistance to change, there was also a serious
threat of sabotage by the minority of staff who had exploited deficiencies in the
old system to conduct fraudulent activities.

What was effective was adopting the mitigating strategy to convince staff that
there would be no redundancies, that they would acquire skills and opportuni-
ties, and that their working environment would improve, according to Msimang.
An agreement with the unions was signed to ensure their support for the turn-
around, and a “transformation forum” was established in which staff representa-
tives were kept informed and could raise issues with management. The minister
and director-general engaged directly with staff members, through Short Message
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Service (SMS) and creating a temporary internal TV channel. All of this effort
was a powerful motivation for staff to promote and defend the turnaround.

For the public, publicizing manager’s names, pictures, e-mail addresses, and
phone numbers in every DHA office and on the department’s website ensured
that citizens had recourse, said Minister Dlamini Zuma.

Operations management methodology is a tested way to optimize and moni-
tor workflows and remove obstacles. “We adopted a totally new approach in
government called ‘Operations Management’ with all its tools and dashboards as
well as holding without fail morning productivity meetings with performance
feedback,” said Deputy Director-General Mkhize. Every day a three-person team
met for 20 minutes to effect changes in frontline offices, once a week a meeting
chaired by the director-general was held, and every month the steering commit-
tee chaired by the minister met. Issues that could not be resolved at one level
were escalated to the next level. Governance structures relied on reports from
project teams, with dashboards reviewed to ensure that no issues were hidden.
Problems and solutions could be identified because the metrics produced for the
dashboards were designed to monitor key points in a workflow, such as the num-
ber of ID applications; the average time of delivery to Head Office; the time
taken to scan, compile, and print documents; and the time taken to deliver the
ID to the office of application.

Consensus Building

The need to involve all his staff in the change process was stressed by Deputy
Director-General Vusi Mkhize: “We had a strong change management program
that included round tables, quality circles, and engagements at every level to
ensure involvement of all staff. We focused on the rationale and benefits to them-
selves; and we created a statement about the value of change and the turnaround
project for the nation.”

To sustain a positive relationship with staff and citizens, the communications
unit produced good-quality content for internal and external stakeholders using
a variety of media. “We gave feedback to staff and acknowledged the good work
that was being done and accounted to the public through regular media briefings
on the progress made,” Msimang explained. Appearing on radio talk shows, the
director-general actively encouraged members of the public to comment about
the improved experiences they were having with the department and to make
known service delivery problems and instances of corruption.

As the DHA modernized its technology and systems, it built support for its
programs by signing formal agreements with the banking sector and other
departments that allowed them to verify the identity of their clients online. This
step provided solid support for national efforts to combat fraud and corruption.
The breakthrough was the development of an online fingerprint verification
system, which was part of the project to transform the ID process.

Less formal but more important in the short to medium term was the need to
keep key government and political role players, such as the Director-General’s
Forum, the National Treasury, and relevant Parliamentary committees, informed
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and involved. It was also important to manage relations and acceptable service
levels with departments on which the DHA depends, such as the Department of
Public Works and the State Technology Agency. As the DHA has moved away
from paper-based to digital systems, dependency on unreliable networks with
limited bandwidth has become the largest single constraint to making further
improvements to service delivery.

On securing the NPR, the underlying policy thrust was for citizens to take
coresponsibility for securing their identity and citizenship through individual
actions and through participation in the Stakeholder Forums that were estab-
lished in 90 percent of local municipalities. The nonpartisan fora identify local
needs in terms of DHA services, have oversight over local offices, and support
campaigns. Local government plays a leading role in the fora, and national and
provincial departments participate.

Sequencing

The department adopted an incremental approach to turnaround. In the first six
months (Phase 1), it developed a five-year strategy for improving key manage-
ment functions and processes and responding to customer needs. Major targets
included stabilizing and improving key support systems such as finance and com-
munications, management structures, risk management, and the management of
contracts. Management of contracts produced more than $9 million of savings,
which was used to support projects that required new contracts, such as the
customer call center.

The largest project with an organizational focus was “vision and design,” which
addressed structural challenges and included a comparative study of departments
that carried out DHA functions in a range of countries. At the same time, base-
line studies of the ID and other systems were conducted and resources put in
place to enable the transformation of the production of IDs.

In the following 12 months (Phase 2), the highest priority was given to ensur-
ing the success of the project to transform the ID process. This a large-scale
national project aimed at progressively reducing the average turnaround times
for issuing an ID to 40-45 days from more than 130 days. The introduction of
scanners in 250 offices to track applications and IDs and the retraining of staff
was a massive undertaking, as was the reduction of the number of production
stages from 85 to 35. What took most time and effort, however, was the training
of officials from individuals who carried out routines without understanding or
measuring their efforts to civil servants who enthusiastically embraced operations
management. This transformation was partially achieved throughout the process;
where it was fully achieved, as in the document scanning unit, productivity rose
by a factor of at least three, and morale was maintained at a high level.

The introduction of digital online verification of fingerprints enhanced security
and meant that temporary IDs could be issued immediately. Citizens could use
the temporary IDs for most transactions, including voter registration and voting.

By 2009 the average turnaround time had fallen to 45-55 days, down from
147 in 2006/07. Even more important was the increase in reliability, which
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surveys showed citizens valued above speed of service, and the significant
reduction in error rates.

During this phase of operations, the most decisive success factor was the
supportive environment created by Vusumuzi Mkhize. Without his leadership
the use of consultants would not have been effective and skills would not have
been transferred at the necessary rate and level.

In the last 18 months of the turnaround project, the priority was to replace
the outdated passport and national identity system with a secure, modern, digital
printing system. This process leveraged the experience gained in transforming the
ID process. Time frames were much tighter, and the project was far more techni-
cally challenging, however.

A large part of the passport process was digitized and automated, starting with
the “live capture” of biometrics (fingerprints, signatures, and photographs). Doing
so represented a quantum leap in technology use, in part because the output had
to be a digitally printed passport that met the highest international standards.

This process also involved coordination of external players, such as the
Government Printing Works, and international service providers. Gaps in capac-
ity, such as the lack of IT specialists and suitable trainers, created risks; and the
DHA was overly dependent on private providers and consultants. Once the
technical problems were overcome, improvement in service delivery was
dramatic. In regional offices, which were reconfigured to enable the full digital
capture of biometrics and other details of citizens, average turnaround times
were reduced from 12 weeks to 2; and the process became far more reliable and
secure. These results were crucial proof of concept in terms of the DHA moving
to a paperless, integrated digital environment.

An important component of the integrated digital platform and national iden-
tity system is a smart ID card (a card with a programmable chip), which will
eventually replace the old ID book. In partnership with other departments and
agencies, the DHA has designed and tested an award-winning smart ID card. The
Government Printing Works has acquired the capacity to print the cards over-
night and deliver them for collection within 5-10 days. More than 70 frontline
offices have been converted to run fully digital systems. By March 2014,
1.6 million smart ID cards had been issued to the first target groups, 16-year-olds
and pensioners.

Results Achieved

The possession of an identity document is critical in the life of all who are eligible
for a South Africa ID because it is needed to access both public and private ser-
vices. They want to apply for and receive an ID at a nearby Home Affairs office
without having to wait in long queues and within an acceptable and consistent
period. They also want to be able to enquire easily about the progress of their
applications and they expect to be protected against errors and identity theft or
fraud. The overall result achieved by the implementation of the policy reform is
therefore the improvements in the speed and consistency in the delivery of this
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enabling document: 92 percent of first-issue IDs were delivered within 54 days
in 2013/14, as compared with 61 percent in 2010/11. The reliability of delivery
of ID reissues has improved even more each year, from 50 percent within 47 days
in 2010/11 to 98 percent in 2013/14. Since 2009, with digital verification of
fingerprints, temporary IDs can be issued on the spot, and the new smart ID is
produced within 24 hours and reaches the citizen within 5-7 days.

The production of passports was the first process to be digitized, and since
2009 the great majority of citizens applying at the forty largest offices have
received their passports within two weeks. In 2013/14 a total of 96 percent of
passports applied for at these offices were received within 13 days. A state-of-
the-art printing system incorporates advanced security features.

The birth registration process itself has been reformed. From 2013 a full birth
certificate is now being printed on the spot with the details of both parents
rather than the much less secure abridged birth certificate. The mass registration
campaign launched in 2010 had three objectives. One was to register about a
million South Africans who had never been registered and who now have their
identity and citizenship secured. The second was to establish the importance of
birth registration firmly in the popular consciousness. The third was to lay the
basis for introducing, from December 2015, a far more stringent system for late
birth registration plus the envisaged introduction of escalating administrative
fines. Access to birth registration services has been largely assured through con-
necting all the larger health care facilities (398) to DHA systems.

Another most significant result of policy and institutional reforms of the DHA
has been the emergence of a much more advanced understanding of the depart-
ment’s mandate in line with African and global developments. As a key enabler
of development and security, it has begun putting in place the elements of a
single integrated digital platform at the heart of which is a new National Identity
System. This will be fully comprehensive and will contain the status, identity, and
biometrics of everyone who has resided in South Africa or who has visited the
country.

In terms of the magnitude and scope of the reform, the banks and other
departments such as Social Development have established interfaces with the
DHA that allow them to verify identity online to prevent and detect fraud. The
Master of the High Court, another client, using this system, detected fraud
against a fund held for widows and orphans, leading to the prosecution of offi-
cials involved. Enabled by the new digital systems, the first online applications,
payments, and appointments system for IDs and passports is planned. This will
greatly reduce the time needed when visiting offices. After signing agreements
with major banks, clients will be able to access DHA officials stationed in their
largest branches.

The department has been able to develop a cadre of professional officials
armed with appropriate values and skills needed to manage and protect identity
and immigration systems of the DHA. The number of senior and middle manag-
ers has grown from 660 middle and senior managers in March 2011 to 932 in
March 2014. Apart from improving the management of back office systems,
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the public benefits directly by having higher-level managers who are able to
make decisions in frontline offices.

Another result of the effective institutional reforms is the establishment of a
DHA Learning Academy that delivers courses leading to a dedicated and recog-
nized higher education qualification. Under the category “Humanities,” the DHA
was ranked in 2015 as among the top 10 institutions to work for (private and
public) in a Universum survey of 65,000 students and professionals (Universum
Global 2015).

The reform has had a major impact on a critical stakeholder, members of the
public who require the enabling documents delivered by the DHA; as shown by
research commissioned by the DHA in 2013, a strong relationship has formed
between the DHA and citizens, particularly among the poor, those in rural areas,
and those serviced by small offices. Changes such as extended opening hours
were appreciated, but the main reason given was dealing with a knowledgeable,
caring staff. Citizens agreed that, between 80 and 89 percent of staff were polite
and honest, provided sound advice, and addressed complaints. In urban areas, and
among higher income groups, expectations were higher and citizens were gener-
ally more critical. This is the segment of the population that going forward will
benefit the most from new channels, such as online applications.

In 2014 a survey on government'’s service trends rated DHA service delivery
as among the best within government, with only the SARS rated higher (Public
Service Commission, September 2007).

Conclusions: Success Factors, Challenges, and Lessons Learned

The chapter has shown how a more efficient and reliable service delivery of birth
certificates, IDs, and passports to citizens was achieved. The following are the
salient success factors and lessons learned from the reform process. First, leader-
ship was given at the political (executive) and departmental (executing) levels
by ministers who worked in close partnership with directors-general of the
department. This leadership was sustained in spite of the appointment of four
ministers between 2007 and 2014. The current minister, Malusi Gigaba, is driv-
ing the modernization process launched by Minister Naledi Pandor. The factor
of continuity has saved time and ensured that results were visible faster, accord-
ing to Minister Nkosazana Zuma.

Second, the transformation process became a national issue and a de facto
national project around which public support and a wide range of institutional
and political stakeholders could be built and mobilized at national, provincial,
and local levels. There was a clearly defined public information strategy that
required quick wins that would visibly impact the lives of citizens, particularly
the poor and marginalized, and in so doing advance the national agenda. This
aligned the reforms with the actual and symbolic transformation of South
African society. There was also international recognition. For example, in 2009
the DHA was awarded the prestigious public service delivery to citizens award
by the United Nations Commission for Africa, in Ethiopia.
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A third factor was to focus attention and resources on internal change
management to transform the organizational culture toward a greater service
delivery orientation. The most sophisticated systems and advanced forms of orga-
nization are completely dependent on the people charged with their manage-
ment and operation. In this regard, the paradigm shift that had to happen was to
move from a traditional inward-looking approach to an outward-looking, client-
centric approach. It also meant that officials who were initially supported by
management consultants had to take charge. This required a strategic decision to
use consultants only when necessary rather than using them as substitutes for
government officials. Adapting management methods that work effectively in
the private sector, such as operations and project management, helped facilitate
this change. The transfer of skills such as operations and project management,
together with a paradigm shift to a client-centric approach, were perhaps the
most important internal achievements of the reform. This was reinforced by an
understanding that technology, if deployed appropriately, helps solve problems
that would otherwise seem impossible to tackle. Finally, it meant leveraging
reforms on the work done by other government institutions to learn from others
and save time and costs.

Fourth, openness to learn from others also played an important role in the
turnaround. By looking at international experiences and by comparing manage-
ment strategies, organizational changes, and change management as applied in
other institutions in the country (for example, SARS), DHA was able to extract
important experiences and lessons learned. By working with external consultants
who brought precious private sector management consulting experiences, addi-
tional valuable expertise was brought in. Peer-to-peer learning across govern-
ment, and inspiration from other institutions that managed to achieve important
changes, thus became an important motivating and knowledge-contributing
factor of institutional reforms.

Last, it was the implementation of a highly visible communications strategy
that helped win staff over and changed public perception as the department gave
regular progress reports in the media and demonstrated with specific cases how
it was improving the lives of people. This ultimately improved the image from
the “Department of Horror Affairs” to one that puts the people first.

The reforms, however, also encountered challenges. First, capable, motivated
managers who could provide leadership, rapidly acquire skills, and create an
appropriate organizational environment were scarce. This problem was charac-
teristic of support functions, which remained largely undeveloped because of a
lack of specialists and leadership.

Second, most IT systems and production processes were outdated and partly
paper based, making it difficult to extract accurate statistics and develop dash-
boards, perform efficiently, and maintain security.

Third, the multitude of projects overstretched resources and created change
overload. The program became too complex and it should have focused on fewer
objectives. The governance structure and management were too weak to resist
pressure to create projects to deal with short-term problems.
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Fourth, the poor positioning of DHA within the state created chronic
underfunding. The DHA has been widely perceived as a routine administrative
department producing low-value products. Most of the budget is allocated to
expanding, improving, and maintaining civic services, leaving too few resources
for security and immigration.

Fifth, the reforms thus remain works in progress, and sustained efforts are
needed to further respond to the needs of citizens. The next reform challenge
will be to move from the traditional current NPR toward a full-fledged inte-
grated digital National Identity System, which is currently being designed.

Notes

1. The civil registration system provides the basic legal document that helps the
individual in proving his or her identity, nationally and claiming his or her individual
rights and privileges.

2. Presentations to the Portfolio Committee in 2008.

3. Batho Pele principles are drawn directly from the Constitution on dealing with public
service.

4. Minister Gigaba had been deputy minister of home affairs from 2004 to 2010 during
the turnaround project.
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CHAPTER 9

Protecting Biodiversity,
Rehabilitating Ecosystems, and
Promoting Conservation for
Development

Christopher J. Warner, Claudia Sobrevila, and George C. Ledec

Introduction

As part of its development agenda, South Africa has made significant progress
since 1994 in rehabilitating and conserving its biodiversity and ecosystem assets
at the landscape level.! Biodiversity is defined as the diversity of plants and ani-
mals. An ecosystem is a community of plants and animals in conjunction with
the nonliving parts of the environment, especially land and water. Ecosystems
provide the foundation for all life and deliver important goods and services to the
economy and community. Along with all natural capital, they form a part of a
nation’s wealth (World Bank 2006).

These issues are particularly important for South Africa, for several reasons.
First, ecosystem services may be equivalent in value to 7 percent of South Africa’s
gross domestic product (GDP) (Department of Environmental Affairs and
SANBI 2010). Second, South Africa is a water-scarce country. One way to
increase water availability is by removing alien invasive plant species, which con-
sume up to 7 percent of South Africa’s freshwater resources, according to the
Working for Water program (World Bank 2002).2 Third, conserving and rehabili-
tating landscapes is a critical element in strengthening adaptation to climate
change and fostering resilience, as South Africa’s National Development Plan
2030 recognizes. The vegetation of the Cape Floristic Region, for example, has
evolved under conditions of drought, fire, hot summers, and cool winters.

Christopher J. Warner is a Senior Technical Specialist, Claudia Sobrevila is a Senior Environment Specialist,
and George C. Ledec is a Lead Ecologist—all in the World Bank’s Environment and Natural Resources
Global Practice. This chapter benefited from extensive interviews with current and former government
officials as well as from comments by peer reviewer Saliem Fakir (head of the Living Planet Unit, World
Wildlife Fund [WWF], South Africa).
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Its vegetation cover is therefore the most suitable and cost-effective for coping
with the key impacts of climate change (increased drought and fire). Allowing
alien invasive plants to destroy that land cover increases fire risks and reduces
water runoff, both of which would be extremely costly to address. Fourth, South
Africa has a global responsibility to conserve its biodiversity because of its rich-
ness. The Cape Floristic region is the world’s smallest and most threatened biore-
gion, containing more than 9,600 plant species, 69 percent of which are found
nowhere else on the planet (SANBI 2006). South Africa contains four other
biodiversity hotspots and is home to 95,000 plant and animal species. Fifth,
South Africa’s biodiversity treasure trove, landscape beauty, and abundance of
wildlife form the foundation of the tourism sector, which has consistently outper-
formed the rest of the economy. Tourism grew at an average annual rate of more
than 7.3 percent for 20 years, employing 4.6 percent of the workforce. In 2012
it directly contributed $10 billion to GDP, according to the minister of tourism.

This chapter analyzes how South Africa has mainstreamed biodiversity and
ecosystems management into development. It identifies the institutional reforms,
challenges, and lessons learned.

The Policy Challenge

Recognizing the importance of creating a framework for promoting sustainable
development, South Africa decided to include an environment right in its new
Constitution. It reads as follows:

Everyone has the right to an environment that is not harmful to their health or
well-being and to have the environment protected, for the benefit of present and
future generations, through reasonable legislative and other measures that prevent
pollution and ecological degradation; promote conservation; and secure ecologi-
cally sustainable development and use of natural resources while promoting jus-
tifiable economic and social development. (Constitution of the Republic of South
Africa 1996)

Chapter 4 of the Constitution makes the environment and nature conserva-
tion concurrent national and provincial functions (exceptions are national parks
and national botanic gardens).

In 1994 national parks covered only 4 percent of South Africa’s land area, and
many of the country’s important biodiversity assets and key ecosystems lay out-
side protected areas. Although the protected area network was small, qualified
scientists and other professionals supported the country’s environment and con-
servation institutions. However, as Brian Huntley, the former chief executive
officer (CEO) of the South African National Biodiversity Institute (SANBI)
notes, before this change,

while scientists enhanced their understanding of how South Africa’s ecosystems
functioned, a void existed between science and the socioeconomic aspect. The issue
at the time—early 1990s—was that we had good biophysical scientists, and some

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8


http://dx.doi.org/10.1596/978-1-4648-0768-8

Protecting Biodiversity, Rehabilitating Ecosystems, and Promoting Conservation for Development

good human science research outside of the Human Sciences Research Council, but
the link between these two streams in both research and policy was not made.
Success had been made in linking the two in some of the Cooperative Scientific
Programs—Fynbos, Karoo programs—but it was the motivation for me working
with Clem Sunter to point out the challenges in our book—South African
Environments into the 21st Century—which preceded and underpinned the biore-
gional approach that I introduced in NBI/SANBI with the appointment of
Khungeka Njobe and Kristal Maze in the late 1990s.

“The apartheid government could clearly not provide a link between environ-
ment and development. Conservation was seen as being antidevelopment and
antipeople because of the history of displacement of African people from their
land to make way for conservation. This was a major source of friction and in the
post-apartheid era great effort had to be made to rectify this,” says Saliem Fakir,
a manager at the World Wildlife Fund (WWF) South Africa.

South Africa faced three broad policy options: (i) to prioritize job creation and
poverty eradication over biodiversity and ecosystem considerations (under this
scenario South Africa would have witnessed accelerated biodiversity losses and
environment and conservation institutions would have been allowed to wither);
(ii) to largely continue business as usual while addressing land claims and
deracializing environment institutions; and (iii) to give full effect to the constitu-
tional environment right, through both policy and institutional transformation.
It selected the third option.

Addressing the Policy Challenge

One of the first objectives of the Department of Environmental Affairs (South
Africa’s lead national government environment institution) was to bring South
Africa in line with international environment conventions, create new updated
environment legislation, and develop new institutions around the revised legal
and policy objectives. According to Mike Knight, the head of Planning and
Development at South African National Parks (SANParks), South Africa’s
national-level park authority, SANParks pursued three objectives: (i) to secure
conservation assets, which meant creating an ecologically representative system
of national parks able to adapt to climate change; (ii) to promote tourism and the
sensitive commercialization of parks, recognizing that they are key to South
Africa’s tourism product; and (iii) to develop parks that contribute to the local
economy and provide value to local communities.

At the provincial level, the reform agenda was less ambitious. It focused on
creating new park and conservation agencies from existing ones, including former
homeland structures; deracializing the agencies; and putting them on more of a
commercial footing. David Daitz, the CEO of the Western Cape Nature
Conservation Board, recalls,

I inherited an organization in which 65 percent of the budget was being spent on

staff salaries, leaving little room for any other expenditure. One of my first tasks was
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to broker a deal with the unions and staff to create severance packages in order to
free up capital for park development Although we asked staff whether they would
elect to go voluntarily on the basis of declared severance conditions, we made it clear
from the outset that the retrenchments would be management driven. However, we
committed to doing our best to take people’s declared preference to leave the orga-
nization into account. In the end, only 12 out of 208 were involuntary severances,
but all of the others had put up their hands. These were not voluntary severance
packages in the normally accepted definition of the term. Indeed, had they not been
management determined, the benefits available to the retrenches from the

Government Employees Pension Fund would have been much less attractive.

In 1998 the Botanical Research Institute and the National Botanical Gardens
were amalgamated to form the National Botanical Institute (NBI). With the
promulgation of the Biodiversity Act of 2004, the NBI became SANBI, South
Africa’s lead biodiversity agency. As SANBI began to demonstrate its research,
project management, and biodiversity capabilities, it emerged as a logical home to
take on the higher-level planning and monitoring functions for national biodiver-
sity and ecosystem conservation. As part of meeting its legal requirements, it is
committed to ensuring that its research and mainstreaming work is useful to
decision makers and that its botanical gardens and programs have relevance to the
community. It places considerable emphasis on generating income from botanical
gardens in order to reduce reliance on the government for its operating budget.

Policy Making

In keeping with the Constitution, which required cooperative governance
between the national and provincial spheres of government, in 1994 South
Africa created coordinating structures for all key concurrent national and provin-
cial functions. These structures are known as Minister and Executive Council
Meetings (MINMECs). To advise the MINMEC:sS, a similar structure was created
at the technical/official level involving the provincial heads of departments for
the environment and nature conservation. These structures are called Technical
Committees to MINMEC (MINTECHEs). The intention was that MINMEC and
MINTECH would help coordinate policy development, including by bringing
various provincial-level constituencies on board.

With South Africa’s reemergence in the international area, accessing finance
from the Global Environment Facility (GEF) became possible.> The way in
which the first program came about and was implemented reveals the charac-
teristics of the institutional setting and shows how reformers drove innovation
and change.

In 1998 the World Bank approved the GEF-financed Cape Peninsula
Biodiversity Conservation Project. The program included three components, two
implemented by WWF South Africa and one by the National Parks Board.# In the
words of David Daitz, then manager of Table Mountain National Park, “the pro-
gram was an astonishing success and pioneered the toolbox and landscape man-
agement approach for South Africa. It facilitated voluntary cooperation between
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15 and 16 organizations aimed at finding cooperative solutions to issues.” To a
large extent, the program demonstrated that landscape-level programs could be
successfully led through cooperative governance structures other than
government—a feature of the design and implementation of landscape programs
in South Africa.

Implementation

SANBI organized itself around seven program areas—conducting research,
performing monitoring and assessment, managing biodiversity information,
strengthening South Africa’s biodiversity assets and ecological infrastructure,
providing science-based policy advice, unlocking the benefits of its botanical
gardens, and developing skills and promoting community awareness—according
to Tanya Abrahamse, CEO of SANBI. Program areas were carefully selected to
align with South Africa’s socioeconomic priorities in order to ensure continued
demand for services and funding. Programs are well managed through an annual
target-setting exercise and the monitoring of performance.

SANBI'’s botanical gardens represent South Africa’s rich plant biodiversity
and demonstrate the links between biodiversity and development. SANBI is
able to attract funding for its own use as well as for managing programs
because it has received several years of clean unqualified audit reports and
demonstrated its project management expertise. It raises its core budget (of
about $30 million a year) domestically, generating about $4.3 million from
gate fees from its 1.3 million visitors, rentals, and other sources of income
(SANBI 2013).

A major thrust of SANBI’s work has been developing an array of mecha-
nisms to encourage landowners to voluntarily bring land into the conservation
estate (box 9.1). These programs have been highly successful because they
enable landowners to switch to more profitable conservation land use; under-
take their activities in a more sustainable manner; market their products as

Box 9.1 Finding Win-Win Cooperative Solutions to Sustainable Potato Growing in
the Western Cape

Potato farmers in the Western Cape were rapidly plowing up the last remnants of the endan-
gered Sandveld vegetation and depleting the groundwater for irrigation purposes. To address
the problem, CapeNature, the Western Cape biodiversity conservation agency, organized a
series of stakeholder meetings that included owners of 65-70 percent of the potato-growing
land area (Potatoes South Africa 2012).

These meetings culminated in the development of a scheme to encourage sustainable
potato farming. The scheme provides information to farmers on how to practice biodiversity-
friendly potato farming by leaving natural vegetation corridors along rivers, cutting back fertil-
izer and pesticide use, removing alien invasive plant species, reducing grazing pressure on

box continues next page
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Box 9.1 Finding Win-Win Cooperative Solutions to Sustainable Potato Growing in the Western
Cape (continued)

remaining natural vegetation, adopting proper fire management procedures, and setting
aside a portion of their land for natural vegetation.

Each year farmers assess their own performance against a scorecard that is jointly audited
by Potatoes South Africa and CapeNature, the provincial conservation authority. Points are
awarded for various categories, including setting aside land for conservation use. Upon each
successful audit, the farmer is issued a producer member certificate.

Auditresults demonstrated improvementin 14 of 18 farmers (Department of Environmental
Affairs and SANBI 2010). The program demonstrated to the community that win-win solutions
are possible when parties engage one another around the table. Similar initiatives have been
brokered elsewhere, and policy implementation has evolved through these types of
engagement.

Source: Department of Environmental Affairs and SANBI 2010.

more sustainable; address threats to biodiversity, such as fire and alien invasive
vegetation; and access national and local tax breaks.

The financial health of SANParks improved significantly as a result of its
commercialization program. In 2012/13 revenues from gate fees, accommoda-
tions, support services, and game sales amounted to about $100 million, about
85 percent of its operating income. In a bid to further improve its financial
strength, SANParks embarked on a public-private partnership strategy in 2002.
It has netted $55 million from the relationship since then (SANParks 2013).

Another important area the conservation authorities had to address is
land claims by previous black landowners who had been evicted from land
to make way for national parks. For land claims within parks, the government
faced two broad choices: allowing land to be “de-proclaimed” from national
parks and given back to communities or keeping the land within parks but
entering into comanagement or stewardship agreements. The first option was
found to be impractical, and it risked undermining conservation objectives.
Comanagement agreements with the community emerged as the preferred
option.

A good example is provided by SANParks, which helped establish the
Mayibuye Ndlovu Development Trust (MNDT) in 2004 to support communities
around the Addo Elephant National Park (AENP) develop economic activities
compatible with the park’s values. In response to the threats posed by invasive
alien vegetation on the Sundays River system around AENP and the productive
soil in the valley, MNDT and the Sundays River Citrus Company (Pty) Ltd., one
of the largest packers and marketers of citrus fruit in southern Africa, launched a
joint commercial initiative, the Mayibuye Ndlovu Compost Project. This project
sought not only to address the problem of invasive plant species but also to sup-
port sustainable agriculture and promote sustainable employment for people
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from surrounding communities. The MNDT supported the creation of two local
small or medium-size microenterprises. The self-sustaining microenterprises
harvest alien vegetation and process the raw material for compost manufacturing.
This material is then distributed to citrus growers and other commercial buyers
in the region. The Mayibuye Ndlovu Compost Project has helped revitalize the
local environment and economy by providing an opportunity for local communi-
ties to benefit financially from the removal of invasive alien vegetation. It serves
as a benchmark for future community development projects.

Andrew Zaloumis, CEO of the iSimangaliso (St. Lucia) World Heritage
Authority, recounted how “the Reconstruction and Development Program, the
then key program of government, identified a series of spatial development
initiatives across South Africa with the objective of largely promoting major
new development. One of them was the Lubombo Spatial Development
Initiative, which identified the iSimangaliso/St. Lucia Wetlands World Heritage
Site as a key conservation and ecotourism asset as part of the initiative.” The
project is a good example of how government sought to actively promote sus-
tainable development.

Another good example of how emerging policy was linked to jobs is the
Working for Water program, highlighted in box 9.2.

Box 9.2 Protecting Biodiversity, Increasing Water Flows, and Creating Jobs

In the early days of the transition, it was extremely important for the government to demon-
strate quick wins in the sector—to provide tangible examples of how it intended to address
poverty and conservation issues. In 1995 Kader Asmal, minister of water affairs and forestry,
listened to a presentation by scientists on how alien vegetation was reducing the country’s
water supplies and how, through labor-intensive techniques, it could be removed. Asmal real-
ized that such an approach could provide multiple benefits, including job creation, restoration
of the health of ecosystems, and reduction of fire threats, thereby supporting the conservation
of South Africa’s biodiversity, especially the threatened Cape Floristic region. Convinced of the
benefits, he set aside $3.2 million for the Working for Water program.

This highly successful program has grown each year and spawned similar initiatives, includ-
ing the Working on Wetlands and Working on Fire programs. Between 1995 and 2009, the
program spent $519 million, created 15,500 jobs among previously unemployed youth and
women in poor communities, and increased annual water flows by an estimated 48-65 million
cubic meters a year—equivalent to the water capacity of a large water storage dam
(Department of Environmental Affairs and SANBI 2010). The benefits of the program are visi-
ble across swathes of the landscape. The effort spawned other industries, including charcoal,
light furniture, and timber manufacturing. Its quick start and high visibility soon after the
establishment of democracy gave credibility to the policy change that emphasized linking
conservation to job creation and poverty reduction.

Source: Department of Environmental Affairs and SANBI 2010.
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How Were Obstacles Overcome?

The first obstacle to overcome was the notion that job creation was more impor-
tant than environmental protection and that South Africa could not afford to
invest in biodiversity and ecosystem services. Enshrining an environmental right
along with all other rights set forth in Chapter 2 of the Constitution silenced this
debate. It challenged the sector to find creative and innovative ways to demon-
strate the value of this right.

A second obstacle was the old way of doing business. Under apartheid,
regulation was used to enforce environmental decisions. Recognizing that
environmental issues needed to be resolved in an interdisciplinary way, the sector
demonstrated through the Cape Action Plan for the Environment (C.A.P.E.)
program that partnerships involving relevant stakeholders provide a better way
of resolving issues. If programs are well coordinated, they draw on the collective
capabilities of the various stakeholders, reducing the need for large organizations
and budgets.

A third obstacle was underfunding. Well-managed agencies delivering results
managed to increase funding by demonstrating their value added. In addition,
switching from land acquisition to land stewardship models reduced future capi-
tal budget requirements for bringing land under conservation management.

Consensus Building

Consensus building has been one of the most critical success factors in the sector.
It is best demonstrated in the C.A.P.E. program, which laid a foundation for how
landscape-level programs would evolve in the sector. The enlightened leadership
within the Department of Environmental Affairs, SANParks, and SANBI, cou-
pled with programs such as Working for Water, disarmed skeptics about the need
to consider biodiversity and ecosystem services in development.

One of the areas where consensus was not initially reached was the applicabil-
ity of South Africa’s environmental impact assessment regulations to the mining
sector. A decision was made that the regulations would not apply because the
mining sector already followed a form of environment assessment. Several years
later, however, mining and biodiversity guidelines were developed and approved
by the two ministers concerned (box 9.3).

Box 9.3 Getting Sectors to Embrace Environmental Considerations

South Africa’s economy was built on mining. Government policy has therefore been promin-
ing, which has often had negative consequences for the environment, including biodiversity.
The environment sector struggled to find a mechanism to encourage mines to include biodi-
versity considerations in their planning and development.

The biodiversity sector began to engage with the organized mining sector in 1999. “After
several years of negotiation, in 2013, the Minister of Water and Environmental Affairs and the

box continues next page
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Box 9.3 Getting Sectors to Embrace Environmental Considerations (continued)

Minister of Mineral Affairs jointly published mining and biodiversity guidelines in 2013,
explains Kristal Maze, chief director at SANBI. “It took long and hard work, but we got the job
done” (Maze, Driver, and Brownlie 2004).

In another example, asking key players to subscribe to the conservation and development
vision—not assuming a no answer to a request for support—was critical, according to
Andrew Zaloumis. He explained that the former South African National Defense Force was
one of the largest landholders in South Africa, including in areas of high biodiversity impor-
tance, such as around the St. Lucia wetlands and the missile testing ranges in the Cape. In the
case of St. Lucia, he was able to request the defense force to transfer the St. Lucia land, which
they were no longer using, to the World Heritage Authority. On another occasion, he heard
SAFCOL (the South African Forestry Company Limited) was also going to dispose of some of
its key forestry land on the Western and Eastern Shores of St. Lucia. He acted swiftly to
demonstrate, using soil maps, that a portion of that land formed part of the St. Lucia wetland
system. He was able to get it transferred to the World Heritage Authority while the rest of the
land was sold off by SAFCOL.

Source: Department of Environmental Affairs and SANBI 2010.

Sequencing

The sector has seen three broad stages of development. The first stage involved
establishing the powers and duties of national and provincial governments and
enacting new overarching legislation. An overlapping stage involved demonstrat-
ing the program and policy concept through early programs, such as C.A.P.E.
During this stage, the lower-than-expected capacities of provincial and of local
government structures became apparent. The third stage involved granting
SANParks and SANBI new mandates and empowering them to fulfill them.
They have done so with confidence, delivering strong results.

Results Achieved

The institutional model for conserving and rehabilitating South Africa’s biodiver-
sity and ecosystem assets shifted from a largely public sector activity to a model
in which the private sector participates. At a more local level, the focus has
shifted from conservation of park assets to development of the biodiversity
economy and the creation of benefits for local communities.

In order to create a system of national parks that was more representative of
South Africa’s diverse ecosystems, South Africa expanded its area under some
form of protected area management from 6.0 percent in 2008 to 7.8 percent in
2013 (SANBI 20129) against a target of 8 percent by 2010 set by the Department
of Environmental Affairs in 2005. “SANParks has expanded its area under con-
servation by 600,000 hectares to 4.2 million hectares and established four new
national parks, as well as corridors linking parks. In addition, four or five parks
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cover their operating costs, and approximately half are about to break even,”
notes Mike Knight. With more than 85 percent of its operating costs covered,
SANParks may have achieved the highest level of self-financing of any park ser-
vice in the world. In addition, it has established several marine protected areas
adjacent to national parks. Conservation on private land has taken off. For
example, 140,000 hectares of land is being conserved under the Wine and
Biodiversity Initiative, and Kwa-Zulu Natal Wildlife Service has 170,000 hectares
under stewardship (KZN Wildlife 2013). Twenty-one marine protected areas
cover 20 percent of the coastline, a key step in restoring inshore fish stocks and
protecting fish breeding grounds.

The success of the Working for Water program was discussed earlier. It pays
unemployed members of the community to systematically remove alien invasive
plants in priority areas.

The science behind ecosystem planning has been strengthened within SANBI,
and SANParks is routinely recognized by the professional community as being
world class. South Africa has developed a strong legal framework for the sector
and reformed the key national institutions steering the sector—SANBI, SANParks,
and the Department of Environmental Affairs.

A series of highly innovative models was developed for advancing the land-
scape management approach and mainstreaming biodiversity and ecosystem
considerations into land use. At the forefront are models that support and
enable landowners and communities to contract portions of their land into
conservation use.

South Africa has achieved very significant reforms, which appear to be
sustainable. The Department of Environmental Affairs receives a modest but
sustainable portion of the government’s annual budget, and both SANParks and
SANBI have increased their operating income. Policy makers are mindful of the
fact that tourism is the most rapidly growing sector of the economy and is largely
nature based. With poverty levels still high, public works programs such as
Working for Water receive an increased share of the national budget, thanks to
their demonstrated results, visibility, and popularity.

Reforms engaged key national ministries, provincial and local governments,
and special purpose bodies, such as SANParks and SANBI. A hallmark of the
sector has been the extent to which it has engaged private and communal land-
owners through cooperative models to contract land into the conservation
estate. Landowners have bought into several initiatives to strengthen biodiversity
management in working landscapes. Nonprofit organizations—including key
international environment organizations, bilateral and multilateral develop-
ment agencies, including United Nations (UN) agencies, the World Bank, and
the GEF—have lined up to support South Africa’s biodiversity agenda. South
Africa’s stakeholder engagement model has proven sustainable because it lever-
ages the strengths of agencies, involves cooperative governance, and takes into
account all views.

An important part of developing the new environment institutions has been
promoting good governance and combatting corruption, as illustrated in box 9.4.
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Box 9.4 Combatting Corruption

South Africa has adopted a number of innovative measures to support good governance,
promote transparency, and combat corruption. The Department of Environmental Affairs set
up a 24-hour environment crimes and incidents hotline. SANParks established a crime and
ethics reporting email address and contact number, managed independently by KPMG. SANBI
also established a whistleblower hotline, administered by the South Africa Corporate Fraud
Management Institute (SACFMI). All procurement documents carry a whistleblower telephone
number to report fraud or corruption. From time to time, SANParks also posts reports on its
website of the outcome of high-profile investigations involving allegations of fraud or corrup-
tion against staff.

The Department of Environmental Affairs created a high-profile National Environment
Management Inspectorate, known as the “green scorpions,” which operates as a network of
government agencies from the national to the local level. It made 1,818 arrests in 2012/13, up
from 1,080 in 2011/12. The boards of SANParks and SANBI play oversight roles, as does
Parliament. The public protector also investigates complaints in the sector, including against
government ministers.

Sources: SANBI, SANParks, and Department of Environmental Affairs Annual Reports from 2012 to 2014.

Conclusions: Success Factors, Challenges, and Lessons Learned

The South African experience in shifting from poor conservation practices,
which were largely established for white South Africans, to being inclusive for all
South Africans and in strengthening biodiversity management yields several suc-
cess factors and lessons learned.

First, the Constitution elevated the importance of appropriate biodiversity
management coupled with the need to address poverty as well as land rights. This
created an important space for ensuring that people would never again be
unfairly evicted from land to make way for conservation and that people needed
to be placed at the forefront of conservation efforts. It also recognized that devel-
opment could not take place at the expense of the environment. This approach
was included in the Reconstruction and Development Program (RDP).

Second, significant organizational change and the development of major new
programs require visionary leadership. A strong constitution alone does not
drive the process. Only after inspiring leaders took over did the Department of
Environmental Affairs begin to demonstrate results and win the confidence of
other national departments, the provinces, and the private sector. Inspiring lead-
ership led to the Department being viewed in a more senior light. Creating the
NBI at arm’s length from government worked: SANBI is able to act nimbly, with
some independence from the regular government bureaucracy. These experi-
ences show that reforming existing institutions can be preferable to creating new
ones. In this case, institutions with dedicated professionals, middle management,
and procurement and financial management capabilities were willing to take on
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new and wider policy mandates. Investing in good staff is crucial, and staff at all
levels should be properly compensated and barred from running their own paral-
lel businesses or taking on external assignments.

Third, sequencing is key. A program is most successful when the concept is
first accepted among a few willing stakeholders before the program is scaled up.
A good example is the land stewardship program, which was developed over
time. To help gather greater support, good news stories have also been essential
for getting the attention and support of the public and decision makers.

Fourth, investment is needed in the sector by the government, the private
sector, and landowners, which requires the development of partnerships.
Investing in biodiversity and ecosystem assets pays returns, in the form of
increased tourism, private enterprise development, and poverty alleviation.
Whenever possible, biodiversity organizations should develop their own income
streams and as far as possible begin to cover their own operating costs. Turning
to the international community for assistance on incremental program financ-
ing and design played a key role in developing the subsector. It allowed for
a “learning-by-doing” early start model, which was later replicated.
The learning-by-doing approach enabled the sector to test and implement
models and activities that work (such as the highly successful landscape-level
planning models, stewardship programs, and commercialization of parks).

Fifth, successful donor-supported biodiversity programs established small
project management units. To the extent possible, program activities were
farmed out to other implementing partners. At the same time, South Africa’s
strong domestic funding and professional capabilities enabled the country to
implement programs with little external technical support. Bold program designs
that delivered results on time created demand by new stakeholders to enroll in
activities.

Many challenges remain. The Fifth Biodiversity Assessment Report (SANBI
2012) does not confirm that the decline in the overall health of South Africa’s
ecosystems and biodiversity assets is being reversed. Nevertheless, the results sec-
tion of the report indicates impressive gains that would not have taken place
without the reforms. First, mainstreaming biodiversity and ecosystem assets into
development will require continuous innovation in response to new and emerg-
ing threats, including climate change. Part of the challenge will be to develop
models that better value ecosystem services while protecting ecosystem assets
that do not demonstrate economic value. This will also require a further strength-
ening of programs at the provincial and local government levels, where most
conservation authorities remain weak.

Second, rhino poaching, as an example, has reached epic proportions in South
Africa because of the illegal international demand for rhino horn. Existing or
future programs to address this crisis will need to demonstrate greater success to
keep South Africa’s populations of both black and white rhinos from declining
further toward extinction.

Third, investment is needed to build a constituency of black professionals in
the sector. “With hindsight we should have invested more heavily in addressing

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8


http://dx.doi.org/10.1596/978-1-4648-0768-8

Protecting Biodiversity, Rehabilitating Ecosystems, and Promoting Conservation for Development

this issue,” notes Abrahamse. The national Jobs Fund allocated $30 million over
three years to the Groen Sebenza program (which supports youth in biodiversity
jobs) and placed 818 unemployed students in 43 different conservation-related
institutions to get working experience.

Fourth, progress in marine conservation has been slower than expected.
Although SANParks has established a number of inshore protected areas, South
Africa’s offshore marine ecosystems remain poorly protected.Z The poaching of
marine resources is a serious problem for some key species. Another challenge is
the settling of all land claims, which has still not been completed in a number of
conservation areas.

Reforms in the sector are largely complete. The focus is now on expanding
programs and responding to emerging challenges. The institutional setting has
settled down, and the key national institutions are in good health. The marine
environment is perhaps the one area in which reform is needed. In particular,
offshore protected areas need to be established, and measures to rebuild
inshore fish stocks and reduce the poaching of high-value species, such as
abalone and crayfish, must be strengthened. Other issues the sector is address-
ing include bringing more black professionals into the sector; making use of
new technologies to make information more readily available to decision
makers and the public; reviewing how best to unlock the value of natural
assets, including potentially through payment for ecosystem services, some-
thing SANParks is interested in; and ensuring that local communities benefit
from parks.

Notes
1. “Landscape” refers to large areas (often hundreds of square kilometers) that share
certain common biodiversity features.

2. The Working for Water program pays unemployed members of the community to
systematically remove alien invasive plants in priority areas.

3. The GEF provides grant financing to developing countries primarily to implement
various international environment conventions.

4. Now South African National Parks (SANParks).

5. The C.A.PE. program is a major landscape-level program to conserve the Cape
Floristic Kingdom, the world’s smallest and most threatened plant kingdom.
It includes flora found only in the southernmost part of South Africa.

6. According to SANBI this includes some privately owned nature reserves that were not
included in a previous 2011 figure and that still need to be verified.

7. South African Government. http://www.gov.za/about-sa/environment.
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CHAPTER 10

Improving the Management of the
National Road Network

Ben Gericke

Introduction

In 1994 the South African government recognized that a change in policy
direction was required to address the transportation legacy, which reflected the
discriminatory practices of the previous regime. One priority area was the man-
agement of the national road network of about 7,200 kilometers, the backbone
of the South African road network of about 747,000 kilometers. Under earlier
governments, management of the national road network had been the responsi-
bility of the Department of Transport (DOT), which was responsible for the
planning, design, construction, and operation of the network; maintenance
responsibility had been delegated to the provinces. The national road network
had been developed to support the industrial and economic centers, with little
regard to the transportation needs of workers. People living in remote townships
and homelands had poor access to growth centers and cities. In addition, there
was a substantial decline in road construction and maintenance, in line with
overall public investment trends during the 1980s.

The post-apartheid government sought to realign public expenditure and
finance public services to redress these imbalances and deficit in public investment,
but it was unable to efficiently respond to the lack of road services. Road traffic was
continuing to grow, and the commute from rural areas to economic centers
remained long and difficult. “The time cost of commuting for working families was
destroying family life,” said the first minister of transport in the democratic govern-
ment, Mac Maharaj, who served in 1994-99. Road services were not delivering on
people’s needs because funds to expand or improve the network were not avail-
able. The democratic government had to first attend to the social infrastructure
neglected by the previous regime and reprioritize its expenditure accordingly.

The author is a Program Leader and Lead Transport Specialist in the Africa Region of the World Bank.
This chapter benefited from extensive interviews with current and former government officials.
The author thanks Peter Freeman for excellent peer reviewing of this chapter.
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Improving the Management of the National Road Network

This chapter describes the transformation of the management of the national
road network and explains how—through the establishment of the South African
National Road Agency, Limited (SANRAL), in 1998—the government created a
more efficient delivery mechanism for responding to the demands of a growing
South Africa.

The Policy Challenge

Before 1994, management of the national road network was the responsibility
of the DOT. This centralized delivery model had serious disadvantages. The
key challenge for the incoming government was to find a delivery model that
would respond to and implement the post-1994 policies. “There was an
urgent need to develop an integrated and rapid transportation system that
increased the access to the economy for large segments of the country’s popu-
lation,” recalls Maharaj.

The incoming government faced several unique issues. The road network had
not been developed to take the transport needs of the whole population into
account, leading to long commute times and poor access to the economic centers
of South Africa for a large part of the population. Earlier governments under-
funded road construction and maintenance, especially in rural areas, even though
constant traffic growth required network and capacity expansion.

Road maintenance was poorly supervised, with provinces not always able to
show the DOT where and on which roads maintenance funds had been spent
(Bennet 2011). The DOT did not have the network and management systems in
place to provide management information to justify rehabilitation and mainte-
nance requirements on a network-wide basis.

The functions of the South African National Roads Board, established in the
1930s, had largely been absorbed into the DOT, with the director-general of the
DOT serving as chairperson. There was thus little opportunity for independent
review of development needs and accountability.

Addressing the Policy Challenge

Minister Maharaj felt strongly that transport had a significant role to play in
social and economic development. “Improvements in transportation are vital to
provide equal opportunities to participate in the economic growth of South
Africa,” he said (Bennet 2011). He ordered the development of a white paper on
national transport policy, to be published in 1996. It would review the challenges,
recommend improvements, and provide the necessary policy guidance to imple-
ment them.

Maharaj identified the need for a new growth and financing model. He wanted
to look critically at the role of government in transport. Together with Ketso
Gordhan, who was first appointed as adviser to the minister and later appointed
director-general of the DOT; Harold Harvey, then deputy director-general of
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the DOT: and Nazir Alli, chief director of roads, he led a process of reviewing the
existing national transport policy. Consultations were held with more than 300
organizations and people from the transportation industry and business, govern-
ment, and the academic community. The outcome of the consultations led to the
preparation of a green paper on transport in March 1996. It was refined after
further comments and presentations by stakeholders and finalized as the White
Paper on National Transport Policy in August 1996 (South Africa, DOT 1996).

The white paper recommended that government adopt a more commercial
approach to road management through the establishment of an arm’s-length
institution that would undertake “certain elements of government’s current
activities in service provision and operations more efficiently and cost-
effectively, giving higher levels of service to consumers which would be paid
for by direct or indirect user charges. This could be done through profession-
ally managed arm’s length agencies functioning according to commercial prin-
ciples, with government retaining the responsibility of ensuring that minimum
standards are maintained, and that essential services are provided” (South Africa,
DOT 1996).

As part of the transport policy review, in 1995 delegations from the DOT
traveled to other countries to learn from their experiences. Gordhan and Alli
visited Malaysia, New Zealand, and the Philippines. “We were impressed with
the results of the road reform implemented in New Zealand, at the time consid-
ered a world leader in this field,” Alli said. The New Zealand model—which
moved authority from a central government responsibility to one managed on
a commercial basis, in which employees of the transit authority are not civil
servants—appeared to be a very good model to guide reform in South Africa.

Following the 1996 adoption of the white paper and the decision to restruc-
ture the DOT, Maharaj managed to convince his colleagues at the political level
that the change to an agency model was the correct option. “We faced opposition
and skepticism with the proposed agency model at political and other levels.
However, sound reasoning, based on the successful international experience
from, especially New Zealand, prevailed and the proposed model was approved,”
he recalls. The concept was sold as part of the larger reforms being undertaken
to redress the imbalances of the past. Informal meetings played an important role
in convincing skeptics of the need for a paradigm shift to serve the country as a
whole, especially previously underserved areas. Gordhan and Alli provided the
technical leadership for implementation.

Two years after the adoption of the white paper, the government approved
the establishment of SANRAL and promulgated the enabling legislation.
Although SANRAL was established under its own founding legislation (Act
No. 7 of 1998), it was also registered as a company under the Companies Act.
Registration of the agency as a company enabled SANRAL to implement
corporate standards of governance, accounting, and reporting, and the ability to
raise capital based on the strength of its balance sheet while government was
empowered to impose sanctions for breach of contract.
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Operationalizing the Change
Following passage of the SANRAL-enabling legislation, the team—Ied by Alli,
who was appointed chief executive officer (CEO) of SANRAL—implemented
the required restructuring. The new legislation gave SANRAL responsibility
for financing, management, control, planning, development, maintenance, and
rehabilitation of the national road system. Alli was convinced that the provi-
sion and maintenance of roads is a business and that SANRAL should there-
fore be run as one.

Transfer of operational functions affected about 330 DOT employees. They
faced four options:

1. Accept a voluntary retrenchment package.

2. Stay with the DOT, or seek a transfer (if a post is available) to another govern-
ment department.

3. Become self-employed. The DOT provided a business management mentor
and guaranteed contract work (on land surveys, design, and road monitoring
and maintenance services, for example) at negotiated rates for a period of two
years.

4. Resign from the DOT and join SANRAL. Salary adjustments equivalent to
those awarded for civil servants were guaranteed for one year.

Alli and Gordhan handpicked a high-performing staff and convinced them to
move to SANRAL. The process was a long one. Staff were aware that their ben-
efits as civil servants would be terminated and that their future would be uncer-
tain after the initial two-year contract. The stable government salary package
would be replaced with a salary package including adjustments based on perfor-
mance. Staff would be leaving the safe employment conditions of the public
service for the risks (and rewards) of an agency run on commercial lines.
Eventually, 91 people decided to join Alli.

Overcoming Challenges
Alli and his management team addressed several major challenges.

Narrowing the skills gap. SANRAL increased its staff complement, from the
original 92 (including Alli himself) to about 277 in 2013. The larger workforce
was needed to support the expanded road network, which grew from 7,200
kilometers in 1994 to 21,403 kilometers in 2014, and the changing nature of its
business, from being a supplier of road infrastructure to being a manager/opera-
tor of road assets (SANRAL 2014a).

SANRAL is committed to achieving appropriate levels of representation for
all designated groups at all grades. Doing so was difficult, however, given the
shortage of the required skills in the South African labor market, especially
among historically disadvantaged groups. To address the problem, SANRAL
implemented a variety of skills development initiatives, including a scholarship
program promoting mathematics and physical science for the last three years of
high school and a scholarship program for civil engineering and related fields.
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During the 2014 academic year, SANRAL enrolled 177 students in its
scholarship program; 91 percent of them obtained distinctions in mathematics,
and 85 percent achieved distinctions in physical science. Of the 20 students
who graduated in December 2013, 16 were employed full time by SANRAL
(SANRAL 2014a).

The agency also implemented a mix of measures to strengthen the capacity of
recruited staff. It finances internal scholarships and actively supports staff partici-
pation in training programs that address the skills gaps within the organization.
In 2013 SANRAL awarded 29 such scholarships and allowed 127 employees to
attend specific training programs.

SANRAL recognizes the need for continued hands-on training after academic
training has been completed. Toward that end, its flat organizational structure
inculcates a culture of collective mentorship, individual responsibility, and
empowerment while providing the opportunity for succession planning. It has
been especially helpful in affording new employees the opportunity to contrib-
ute and learn. Having managers manage projects through the entire design,
procurement, and implementation process has resulted in faster problem solving,
shorter lag times, and full ownership of projects.

Establishing leadership structures. The enabling legislation provided the
opportunity to establish a more hands-off relationship with government
when compared with the now defunct Roads Board. SANRAL's board of
directors consists of eight members. The minister of transport appoints seven
of them: the chairperson, one member nominated by the minister of finance
and representing the National Treasury, and five members with qualifications
and experience related to national roads. The eighth member is the CEO of
SANRAL. Important provisions to develop the arm’s-length relationship
between the new SANRAL and the minister and the Department of Transport
were the signing of a compact or performance agreement between the two
parties and the legal requirement that the chairman of the board cannot be a
government official.

“Alli and his management team put in place a robust and reliable board secre-
tariat function that consistently provided all information to board members in
time. This was very helpful in building confidence between the board and the
SANRAL management team in the early years,” according to Andrew Donaldson,
deputy director-general of the National Treasury. A transparent disclosure policy
is also in place, with every annual report providing information on the number
of board meetings and actual attendance.

The relationship between the sole shareholder (the minister of transport, rep-
resenting the state) and the board is governed by a rolling three-year perfor-
mance contract (known as a shareholder compact) between the minister and the
board. The contract is mirrored in the contract between the board and the CEO.
Staff members sign performance contracts that are assessed biannually.

Preventing corruption and fraud and enhancing transparency. Alli and Gordhan
recognized that to attract private funding it was important that SANRAL
should enjoy a strong reputation for the integrity and transparency of its
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business decision making. SANRAL implemented a fraud and corruption policy.
“There is zero tolerance towards fraud and corruption. Any credible case will be
investigated,” says Alli. Business and investors welcomed this message.

SANRAL has a fraud hotline service, operated independently by Tip-Offs
Anonymous, on which anyone within the organization or outside can anony-
mously report suspected fraud. SANRAL's 2014 annual report indicates that the
agency investigated all fraud hotline reports. It also achieved 100 percent com-
pliance with the requirements of the Public Finance Management Act on pro-
curement and reduced the average impact of internally controllable risks.

The construction sector was rocked with allegations of collusion among
major South African contractors in the award of contracts for the construction
of stadiums for the FIFA World Cup of 2010. South Africa has constitutional
and statutory requirements for fair and competitive procurement processes that
led to the Competition Commission investigating the allegations. The
Commission confirmed the alleged collusion, levied fines, and then referred
the matter to the Competition Tribunal for finalization. The process allowed the
whistleblower to be granted leniency. The proceedings were conducted under
the Construction Fast Track Settlement Process (Competition Commission
South Africa 2014).

This case has direct implications for SANRAL because the companies
involved are beneficiaries of SANRAL contracts and concessions. Thirteen
SANRAL projects spanning about eight years were affected. In line with its ethos
of zero tolerance for fraud and corruption, SANRAL issued a formal complaint
with the applicable law enforcement agency for criminal investigations. It was
the only affected agency in South Africa to do so. SANRAL also conducted an
exercise to estimate the damages suffered. Once it is completed, SANRAL will
consider the prospects of a successful civil damages claim against the contractors
concerned.

Reducing the maintenance and rehabilitation backlog. In 1994 the road sector
faced the dual challenges of underinvestment and the need to upgrade the coun-
try’s road network. SANRAL estimated that the cost of addressing the road
maintenance backlog was more than three times the annual allocation from the
National Treasury (Bennet 2011). The government budget deficit of 5.1 percent
in 1994 reaffirmed the need to explore new models for managing the transport
sector. Four strategies were particularly important.

The first strategy was adopting asset management as the basis for managing
the network. “In the past, government did not use the principle of asset man-
agement to provide and maintain the national road network. We wanted to
develop a management information system that would, based on the actual
deterioration of the road network, provide sufficient information so that we
can compile a credible annual budget that will allow us to maintain the road
conditions at the optimum levels of service,” said Alli. SANRAL developed a
set of performance standards for the road network and reports on its perfor-
mance against them in its annual reports. It uses the same performance stan-
dards to develop the annual budget proposal submitted to the National
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Treasury for consideration and funding. These proposals usually include a
sensitivity analysis showing the impact of different budgeting scenarios on
these standards. Over the years, SANRAL has been able to show that addi-
tional allocations of funds have contributed to progress in road maintenance
and improvement of pavement standards.

SANRAL trained staff to develop, implement, and manage the road asset
management system in a way that provides reliable inputs for maintenance
planning and budgeting. The system was implemented over time and is con-
tinuing to evolve. Data on road conditions are collected annually, and bridge
condition data are collected every three years. SANRAL recently procured a
specialized road condition survey vehicle that includes state-of-the-art tech-
nology used by only five similar agencies in the world. It is capable of conduct-
ing in-motion surveying of the entire network annually. The new system
represents a major improvement over the earlier, much slower surveys, which
required stationary testing (with the associated road safety risks). Overall per-
formance is assessed using longer-term deterioration models that evaluate the
costs and benefits of various technically viable interventions required to cor-
rect the identified faults and maintain the required service standards. These
standards are based on specific performance criteria measuring road condition
and road user comfort. Today SANRAL provides considered justification for
its annual funding requests based on the analysis of the road asset management
system data.

“One of the benefits of the longer-term planning and budgeting reports com-
ing from this system is that Treasury could understand, in terms of simple service
standards, how the road network is performing and how well SANRAL was
applying the allocated funding,” says Donaldson. “SANRAL’s transparent
approach to reporting performance in terms of these service standards helped in
building a level of confidence that led to a gradual increase in funding allocation
to SANRAL.”

The second strategy was switching to performance-based contracting. SANRAL
decided from the outset to outsource all road maintenance activities. The tradi-
tional approach of activity-based contracting was cumbersome to administer.
A hybrid contract model, consisting of a mixture of activity- and performance-
based payment items, was developed and refined over time. These contracts are
applied for all routine maintenance and protection of the environment. This
innovation has reduced SANRAL'’s contractual expenditures, as contractors
provide roads that exceed the minimum service standards. Hybrid activity/
performance-based contracting also reduces the technical inputs required during
contract supervision.

The third strategy was developing a broader contracting base that includes
small and medium-size enterprises (SMEs). After 1994 the government intro-
duced policies to include all previously disadvantaged groups in all levels of the
economy. SANRAL planned and implemented a very successful program to build
and strengthen SMEs, especially companies owned by members of previously dis-
advantaged groups. Use of the hybrid performance-based contracting method
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exposed SMEs to a system that allowed mentoring and incentivized them
to deliver services within specifications. SANRAL’s annual report indicates
that it contracted with 1,508 SMEs in 2014, including 1,137 black-owned
businesses. Implementation of this program saw an increase in new entrants
into the construction sector.

The fourth strategy was separation of funding streams. SANRAL also estab-
lished two separate funding portfolios: nontoll roads and toll roads, with no cross-
subsidization between the two types of roads. Toll roads are supposed to be
self-financing; nontoll roads are funded from budgetary allocations made by the
National Treasury.

Many countries, including New Zealand, earmark funding for roads through,
among other mechanisms, a fuel levy. South Africa had dedicated a fuel levy
that went to the Roads Fund, but it was abandoned in the 1980s when the fund
accumulated large reserves alongside other government spending priorities.
South Africa now has a fuel levy that contributes to the general government
funding. The initial budget appropriation to SANRAL was equivalent to 4 cents
per liter, but this was not an earmarked allocation. Alli and Gordhan considered
the principle of budget allocations to be insufficient for longer-term roads,
so the SANRAL Act included provisions for debt finance and cost recovery
through tolls.

Over time, and with the development of the road asset management system,
the need for relying on a fuel levy changed. The National Treasury allocation to
nontoll roads became broadly based on actual requirements for maintenance and
improvements, based on SANRAL's asset management system reports. The
notion of funding nontoll road operations through fuel levy revenues was there-
fore discarded.

National Treasury allocations for nontoll roads have increased substantially
since 2000. However, they have been offset by the higher costs of materials and
the increase in road network length under SANRAL jurisdiction.

The principle of funding parts of the national roads through tolling is well
established in South Africa—with the first tolls established in the 19th century,
primarily to offset the costs of expensive mountain passes and other road links.
More modern tolling operations were introduced in the 1980s. The policy on
tolling was confirmed in the 1996 White Paper on transport policy. Adopting the
“pay only when you use it” principle, the minister of transport authorized
SANRAL to finance new toll roads largely through debt and not through budget
allocations. It developed two options to fund its toll road portfolio: bond issues
in the capital markets and concessioning. Overall borrowing limits are set annu-
ally by the National Treasury and approved by the shareholder. A portion of the
debt raised is guaranteed by the government; the remainder is raised on the
strength of SANRAL's balance sheet. Where roads are concessioned, the conces-
sionaire is responsible for funding the project. It recovers its investment and
operating costs through the revenue received from tolls.

SANRAL manages both its tolling operations and roadworks through
performance-based contracts with private sector service providers. In 2014 about
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3,128 kilometers (15 percent) of South Africa’s road network was tolled.
SANRAL financed about 59 percent of this network, with the rest financed
by the private sector. Three private sector—financed concessions operate in South
Africa; the N3 Toll Concession (Pty) Ltd (N3TC), the N1/N4 Bakwena Platinum
Concession Consortium (BAKWENA), and the N4 Trans African Concession
(TRAC), which operates the Maputo Development Corridor Highway. The
TRAC contract was the first international concession traversing two countries,
comprising tolling and road works in both South Africa and Mozambique.

SANRAL raises the funding required for its toll roads from capital markets by
issuing bonds and taking out loans. In order to do so, it has to comply with inter-
nationally accepted accounting standards, including fully documented ownership
of its road assets. Many of the road links transferred from the government did not
have documentation showing that the land belonged to the state. Alli embarked
on a program to identify and properly register all the assets transferred. This has
been a lengthy and administratively challenging process, but it has also enabled
economic value to be derived from sale or lease of land parcels in excess of
requirements.

SANRAL'’s financial standing has come under stress in recent years because
of delays and controversy associated with a major new tolling project, aimed at
financing highway improvements in South Africa’s economic heartland
through an electronic open road tolling system. The negative impact on debt
servicing of the delayed tolling of the Gauteng Freeway Improvement Project
(GFIP) resulted in a ratings downgrade by Moody’s (box 10.1). SANRAL rev-
enue collections increased significantly after the start of toll collections on the
GFIP in 2013. Moody'’s affirmed its Baa3-rating for SANRAL and changed its
outlook from negative to stable in June 2014. As in many other countries, user
charges to finance roads are unpopular and at the time of writing remain politi-
cally contentious.

Box 10.1 Impact of the Gauteng Freeway Improvement Project (GFIP)

The Gauteng Freeway Improvement Project (GFIP) comprises different phases to upgrade and
implement a network that will eventually include 560 kilometers of freeway. It developed from
the need to reduce congestion on the freeways around Gauteng, one of South Africa’s nine
provinces. Although the project was not a 2010 FIFA World Cup project, that event lent impe-
tus to speed progress on the project.

From its inception in 2005, the project was based on the user-pay principle. SANRAL opted
for an open-road tolling model. This innovative model consists of a multilane free-flow toll
system using electronic toll collection that allows tolls to be charged without vehicles having
to stop or slow down.

box continues next page
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Box 10.1 Impact of the Gauteng Freeway Improvement Project (GFIP) (continued)

The first phase included the upgrading of 201 kilometers of the most congested freeways.
It was to be completed in May 2010, just in time for the World Cup. Tolling was postponed until
April 2011, after completion of all tolled sections.

The planned tolling cost structure created a public outcry. Motorists, taxi associations, and
labor unions expressed concerns and disagreement. As a result of this social pressure, the
minister of transport suspended the tariffs and appointed a task team to review the fee
structure. The courts, including the highest court in the land, the Constitutional Court, also
reviewed the issue, with the Constitutional Court twice finding in favor of SANRAL. However,
there is still considerable opposition to road tolling on major urban networks. A 2014 Ipsos
survey revealed that 34 percent of people were willing to pay, 27 percent were neutral, and
38 percent were unwilling to pay the tolls.?

This opposition led to the establishment, in 2014, of a Gauteng Provincial Government
Advisory Panel on the socioeconomic impact of the Gauteng e-tolls by the province’s premier.
The Advisory Panel’s report found that e-tolling benefits the economy and the people of the
province in various ways, including a better-quality road system, reduced travel time,
improved fuel efficiency, reduced vehicle operating costs, and improved logistics efficiencies
for business. Premier Makhura subsequently announced that elements of the e-toll system
would be reviewed to address questions of affordability, equity, fairness, administrative sim-
plicity, and sustainability. The review process, chaired by Deputy President Ramaphosa, with
participation from the Gauteng Province and the three affected metropolitan municipalities
(Ekurhuleni, Johannesburg, and Tshwane), was completed with the e-tolling system intact but
curtailed. Future expansion of the e-toll road network would be difficult to implement.
(SAnews 2015b). Even after the publication of the review findings supporting the e-toll
system, public opposition remains high and payment of tolls continues to be low.

The final chapter on the introduction of e-tolling and how public opposition might
affect expansion of the system to other parts of the national road network has not been
written. A lesson to be learned from the process is that politics play a significant role in
decisions that affect road transport. As the Advisory Panel’s report (Gauteng, Provincial
Government 2014) noted,

The NDOT and SANRAL seem to have ignored the central importance of politics. They
seem to have viewed—wrongly as this impact assessment process shows—political
issues as less important than the administrative battles fought over efficiency and eco-
nomic growth. In fact, however, politics provide the real life and true meaning to the
GFIP and the e-tolls. Without effective political participation, even the best transport
administrative ideas will disappear and even enrage citizens.

The delayed implementation of the tolling systems had a negative impact on the financial
situation of SANRAL, leading to a Moody’s downgrade and some uncertainty about the future
financing policy of national roads.

Source: SANRAL 2014a and diverse South African news channels.
a. Market research conducted in 2014 by Ipsos (http://www.ipsos.co.za).

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8


http://dx.doi.org/10.1596/978-1-4648-0768-8

Improving the Management of the National Road Network

Results Achieved

Under the leadership of Nazir Alli, SANRAL developed into a world-class road
agency that dramatically improved the management of the national road net-
work. Currently, SANRAL manages about 3 percent of the South African road
network (table 10.1), although this accounts for a high proportion of long-dis-
tance freight and passenger traffic.

The asset management approach SANRAL adopted transformed the manage-
ment of the national road network and led to a gradual transformation of the
road construction and maintenance industry. Some of the major achievements
are described below.

More than 95 percent of the roads SANRAL manages are in good to very good
condition (up to 10 percent of a road network is often in poor condition), and
100 percent of its roads are under routine maintenance contracts. These success
factors made SANRAL the preferred road network manager in South Africa.
Because many provinces failed to maintain their road links in good condition, the
government agreed to transfer some of these roads to the national road network.
As a result, the national road network expanded over time with strong indications
that it may expand to about 35,000 kilometers in the future (SANRAL 2014b).
Provinces regularly ask SANRAL to provide technical assistance and help imple-
ment provincial road programs (Parliamentary Monitoring Group 2014).

The 2013/14 peer review by the Association of Southern African National
Roads Agencies (ASANRA) examined the status of asset management at road
agencies in Botswana, Lesotho, Malawi, Mozambique, Namibia, South Africa,
Tanzania, Zambia, and Zimbabwe. It assessed performance against PAS 55:2008
(Institute of Asset Management, United Kingdom) standards, the international
norm for good asset management practice at the time. (On January 15, 2014,
these standards were replaced by ISO 55000 [International Organisation
for Standardisation, Switzerland]; SANRAL has initiated preparations for an
application for certification under the new standard.) Its review indicated
that SANRAL's asset management meets PAS 55:2008 requirements for

Table 10.1 Management Responsibility for Paved and Gravel Roads in South Africa, 2014
Kilometers

Authority Paved Gravel Total
SANRAL 21,403 0 21,403
Provinces (9) 47,348 226,273 273,621
Metropolitan authorities (8) 51,682 14,461 66,143
Municipalities 37,691 219,223 256,914
Estimated unproclaimed (public roads not

formally gazetted by any authority) 131,919 131,919
Total 158,124 591,876 750,000

Source: SANRAL 2015.
Note: SANRAL = South African National Road Agency, Limited.
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certification and that SANRAL is an international leader in asset management
in the roads sector.

SANRAL’s approach to rewarding performance and transforming the organi-
zation into one that better reflects South Africa’s demographic led to very low
staff turnover. It strengthens its capacity by “growing its own timber” through
formal training at tertiary institutions and in-house training. SANRAL is not
restricted to hiring based on an artificial organogram. It hires the skills it needs as
and when required. In 2015 the Top Employers Institute, based in the
Netherlands, recognized SANRAL as a top employer.

The introduction and rollout of performance-based maintenance contracting
changed the business approach of contractors. In the past, the focus was on
undertaking activity-based tasks. The new focus is on managing and maintaining
roads at specific service standards, and with a special focus on improving safety
and traffic management. Internationally, similar changes in contracting method-
ology resulted in cost savings of up to 30 percent compared with traditional
contracting (Stankevich, Quereshi, and Queiroz 2005). Over time, SANRAL's
practice of hiring SMEs, especially black-owned firms, will broaden the con-
tracting base for the road sector, increasing competition and creating further
opportunities for efficiency increases.

SANRAL’s consistent application of road asset management reporting helped
it win the trust of the National Treasury. As a result, allocations increased, allow-
ing it to improve the condition of the national road network.

In addition, SANRAL has raised funding for toll roads comprising approxi-
mately 15 percent of the national road network through concessions and its
own bond issues. Private sector involvement relieved the National Treasury of a
significant funding requirement. However, opposition to the e-tolls of the GFIP
may lead government to review its approach to cost recovery from road users,
and to the appropriate balance between direct budget allocations from general
revenue, dedicated fuel levy funding, license fees, and toll charges.

Conclusions: Success Factors, Challenges, and Lessons Learned

Several success factors and lessons learned account for SANRAL'’s success.
First, political commitment to reform was strong. Mac Maharaj, the minister
for transport at the time, drove the political sensitization and acted as the
champion of the reform. He convinced his colleagues in the Cabinet of the
important role of transport in the economy, getting them to designate transport
as one of its five pillars for growing the economy, expanding trade and invest-
ment, and achieving social cohesion.

Second, Maharaj appointed a dedicated team to implement the institutional
changes. Strong buy-in from the three key team members was key. Continuity
was provided when Nazir Alli was appointed the first CEO of SANRAL.
SANRAL’s CEO has been in place since the agency’s establishment. SANRAL's
human resources policies foster morale within the agency and promote staff
retention.
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Third, SANRAL adopted a more business-like approach to managing roads.
It introduced a pavement asset management framework and developed a staff-
ing structure that responded to the identified requirements. However, manag-
ing roads in a more commercial manner does not remove political interest in
the sector. The challenges of implementation of the GFIP show that politics
and public opinion play very important roles in road management and financ-
ing. Agency management must allow for inclusive consultation procedures
when considering any road infrastructure investment.

Fourth, SANRAL attracted private sector participation in its expanding toll
road operations. Road users accepted this principle until the politically driven
opposition to the e-toll system of the GFIP surfaced.

Still, some challenges remain. First, effective asset management needs to be
expanded to the entire South African road network. The fact that provincial
and local authorities have had more difficulty maintaining their road networks
suggests that more road links need to be added to the national road network.
Incorporating provincial roads—many of which are in very poor condition—
into the national road network would put pressure on SANRAL's budget and
the funding responsibility of the National Treasury. This approach may satisfy
short-term needs, but it could be seen as inconsistent with the spirit of the
Constitution, which assigns responsibility for these roads to the second- and
third-tier authorities. The Constitution also obliges government to provide
services efficiently and effectively, however. Shifting more roads into the
national system while supporting provincial and local authorities in their road
management responsibilities would help realize the government’s vision to
include all rural communities, especially previously disadvantaged ones, in the
economy. International experience argues that all roads should be managed
through appropriate asset management principles.

Second, the government needs to find a way to finance the provision and
maintenance of road infrastructure. The controversy caused by the GFIP
e-tolling system reduced the creditworthiness of SANRAL as a going concern.
It has led to discussions of the national policy regarding toll roads and the user-
pay principle and how to implement them in a more inclusive manner. There
is a strong perception that a tolling system hurts the poor and low-income
groups. Continuing opposition to the e-tolling system will result in a review of
the current tolling policy. Opposition among road users should be addressed
before South Africa embarks on other toll road projects. An earmarked fuel
levy is a possible alternative, but it would at best be a proxy charge for road use
and would need to be adapted, over time, to take account of vehicle technology
change. Tolling may be fairer to the poor than a fuel levy. The technology exists
to charge each vehicle per kilometer of road used, but implementation of such
a system requires careful thought, given privacy concerns.

Third, land use issues need to be addressed in order to shorten travel times.
The spatial development left over from the apartheid era places additional
demands on parts of the transport network, resulting in longer travel times and
higher transport costs for poorer people. SANRAL has an integral role to play
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in South Africa’s adaptation to rising traffic volumes, urbanization, road con-
gestion, growing long-distance trade and movements of people, and associated
land use and traffic management policies. It is well placed to provide inputs on
the transport infrastructure costs associated with any option the government
would consider.
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CHAPTER 11

Developing Renewable Energy
through an Independent Power
Producer Procurement Program

Joel Kolker

Introduction

South Africa has the largest energy sector in Sub-Saharan Africa. It produces
more than half of the electricity on the subcontinent. The sector has made sig-
nificant progress in overcoming the legacy of apartheid, nearly doubling the
number of households with access to electricity between 2002 and 2013. By
2013, less than 15 percent of the population still lacked access (Statistics South
Africa, 2014 data).

South Africa is the world’s fifth-largest coal producer in the world. Not
surprisingly, most of its power (70 percent) therefore comes from carbon. In
2009 South Africa was the world’s 12th-worst carbon emitter and the largest
emitter of carbon dioxide in Africa. To reduce its carbon footprint, the govern-
ment embarked on a renewable energy program. The program’s goal is to gener
ate 20 percent of national capacity from renewable sources. The Renewable
Energy Independent Power Producer Procurement Program (REIPPPP) has now
completed five rounds of bidding to secure independent power producer agree-
ments. Through the first five rounds! over 90 transactions and private invest-
ment exceeding US$20 billion? and 6,300 megawatts (MW) of power were
facilitated, making REIPPPP the largest independent power producer program in
Africa. The first projects came online at the end of 2013. Private sector bidding

The author is the Lead Water and Sanitation Specialist at the World Bank’s Water Global Practice. This
chapter is based on “South Africa’s Renewable Energy IPP Procurement Program: Success Factors and
Lessons” (Eberhard, Kolker, and Leigland 2014) and has been revised to include updated information
based on rounds 4 and 5 with the assistance of Karen Breytenbach, Sandra Coetzee, Gary Lloyd, and
Paul Wroblicki from the REIPPPP unit. This chapter benefited from extensive interviews with current
and former government officials, the private sector, and comments by the peer reviewers, including Luiz
Maurer (International Finance Corporation), Karan Capoor (senior financial specialist in the World Bank
Group's Energy and Extractives Global Practice), Mark Pickering (Globeleq), and Ros Thomas.
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has increased in each round of bidding, prices have dropped, and transparency
and competition have increased. By 2012, South Africa had become one of the
top 10 countries in the world investing in renewable energy.

Eskom, the publicly owned national power utility, generates 96 percent of the
country’s electricity, owns and controls the national high-voltage transmission
grid, and distributes about 60 percent of electricity directly to customers. Local
authorities buy electricity in bulk from Eskom and distribute the balance. Direct
electricity sales to mines and industry account for more than 40 percent of
Eskom'’s distribution business.

In the 1970s, Eskom overestimated demand and embarked on a massive
investment program, which continued into the 1980s, when it became apparent
that the utility would have significant overcapacity. By the end of the 1990s, the
country’s electricity prices ranked among the lowest in the world. The utility had
paid off the capital costs of much of its existing capacity, and customer prices
were close to short-run marginal costs.

By 2004 demand for power was reaching the level of available supply. In
response, Eskom initiated a $40 billion power plant construction program. A few
years later, the National Energy Regulator of South Africa (NERSA) began
allowing sharp upward adjustments in electricity tariffs, in an effort to sustain
Eskom’s financial viability.3

The formal planning system for the energy sector now mandates the
Department of Energy (DOE) to produce an electricity plan called the Integrated
Resource Plan. Based on this plan, the minister of energy issues periodic deter-
minations regarding how much new power generation is needed and from which
sources. NERSA can license new capacity only within the bounds set by
these ministerial determinations. The most recent plan, updated in 2013, is for
2010-30.

In line with the Integrated Resource Plan, the government recognizes that
independent power producers (IPPs) should be allowed to enhance the country’s
power-generating capacity.? Following the publication of the Energy Policy
White Paper in 1998, the Cabinet approved a 70:30 split between Eskom and
the private sector, and work commenced on the design of a competitive whole-
sale power exchange. However, in 2004, with looming Eskom power shortages,
the prospective wholesale market was abandoned in favor of the existing single-
buyer model with Eskom the off-taker. IPPs were still expected to play a signifi-
cant role in power generation; but the policy and regulatory framework for IPPs
was not immediately put in place, and procurement programs run by Eskom for
IPPs were mostly unsuccessful. No IPP contracts were signed except a handful of
short-term power purchase agreements with industrial generators.

A dramatic turnaround occurred in 2011, as the result of a pioneering new
power development program adopted by DOE that largely bypassed Eskom. The
program, REIPPPP, has successfully channeled substantial private sector exper-
tise and investment into grid-connected renewable energy at competitive prices.

In less than four years, more than 90 projects were awarded, the first of which
are already online. Investments totaling $20 billion have been secured, and in
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excess of 6,300 MW of renewable power have been procured through five
rounds of bidding. According to Ernst & Young’s 2014 Renewable Energy
Country Attractiveness Index, South Africa is one of the world’s top 20 most
attractive markets for renewable energy investments (and the only African state
included in this list) (Ernst & Young 2014).

The Policy Challenge

REIPPPP represents the government of South Africa’s dual policy objectives of
rapidly bringing new energy sources online while minimizing the impact on
climate change. The government began setting renewable energy targets in 2003,
with the publication of a White Paper on Renewable Energy that envisioned
reaching 10,000 gigawatt-hours (GWh) of renewable energy generation by 2013
(Department of Minerals and Energy 2003). The targets were not met.

The program was implemented against a background of institutional short-
comings in the energy sector. Previous efforts to contract IPPs had been left to
Eskom, based on instructions from the government.? All of them failed, perhaps
because of a lack of capacity or, according to some critics, because of a fundamen-
tal lack of incentives for Eskom to weaken its monopoly on power generation.

The official renewable energy policy was not very effective in applying practi-
cal implementation strategies. Efforts to develop policies to mitigate climate
change have had a much more profound impact. This outcome is surprising,
because as a non-Annex I country under the Kyoto Protocol, South Africa is not
required to reduce greenhouse gas emissions.® Nevertheless, the Department of
Environmental Affairs commissioned research on long-term mitigation strategies.
These strategies provided the basis for President Zuma to make a pledge at the
Copenhagen Conference of Parties (COP) in 2009 that South Africa would
reduce its carbon dioxide emissions by 34 percent below a business-as-usual
scenario by 2020 and by 42 percent by 2025, provided the international com-
munity supported South Africa with financial aid and the transfer of appropriate
technology. A subsequent National Climate Change Response White Paper,
published in 2011, provided a wider band for emission caps (Department of
Environmental Affairs 2011). At the COP17 meeting, in Durban in 2011, public
and private sector stakeholder representatives agreed to 12 “commitments”
aimed at achieving the government’s goal of creating 300,000 new jobs in the
“green economy” of South Africa by 2020.

South Africa’s voluntary pledge in Copenhagen to reduce its carbon emissions
from a business-as-usual scenario was the catalyst for new procurement strategies
for renewable energy. South Africa first explored the option of renewable energy
feed-in tariffs (REFITs). Globally, feed-in tariffs (FITs) have been the most
widely used government support mechanism for accelerating private investment
in renewable energy generation. They are meant to reflect the costs of producing
particular kinds of energy, as determined by government analysis rather than
through a competitive process. They are typically used to secure long-term sup-
ply contracts from renewable energy producers.
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NERSA approved a REFIT policy in 2009. Tariffs were designed to cover
generation costs plus a real after-tax return on equity of 17 percent and to be
fully indexed for inflation. Considerable uncertainty about the nature of the
procurement and licensing process remained. The legality of FITs within South
Africa’s public procurement framework was unclear, as was Eskom’s intention to
fully support the REFIT program.

In March 2011, NERSA introduced a new level of uncertainty with the
surprise release of a consultation paper calling for even lower FITs, arguing that
a number of parameters—such as exchange rates and the cost of debt—had
changed. The new tariffs were 13 percent lower for concentrated solar, 25 percent
lower for wind, and 41 percent lower for photovoltaic power. In addition, the
capital component of the tariffs would no longer be fully indexed for inflation.
NERSA did not change the required real return for equity investors of 17 percent
(NERSA 2011).

More policy and regulatory uncertainty regarding REFIT was to come.
Concerned that NERSA’s FITs were still too high, DOE and the National
Treasury commissioned a legal opinion that ultimately concluded that FITS
amounted to noncompetitive procurement and were therefore prohibited by the
government’s public finance and procurement regulations.

The legal opinion provided an opportunity for DOE and the National
Treasury to reconsider the government’s approach. The fundamental goal of
achieving large-scale renewable energy projects with private developers and
financiers remained the same. However, the structure of the transactions, includ-
ing the FITs, was to change significantly.

A series of informal consultations was held with developers, lawyers, and
financial institutions throughout the first half of 2011. These meetings proved
extremely important in allaying market concerns over the cancellation of the
REFIT process and providing informal feedback from the private sector on
design, legal, and technology issues. In essence, the meetings created a level of
trust and indicated that the government remained committed to renewable IPPs,
despite the uncertainties around the policy.

In August 2011, DOE announced that a competitive bidding process for
renewable energy (REIPPPP) would be launched. Subsequently, NERSA termi-
nated the REFIT program. Not a single megawatt of power had been signed since
the launch of that program. A number of renewable energy project developers
who had secured sites and initiated resource measurements and environmental
impact assessments reacted with dismay to the abandonment of FITs. But it was
these early developers who would later benefit from the first round of competi-
tive bidding under REIPPPP.

Addressing the Policy Challenge

REIPPPP was different from REFIT not only because of the competitive nature
of the bidding process but also because DOE took control of the effort, effec-
tively shifting implementation from Eskom to DOE. DOE recognized that, like
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Eskom, it had little institutional capacity to run a sophisticated, multiproject,
multibillion-dollar international competitive bidding process for renewable
energy. It therefore sought the assistance of the National Treasury’s public-
private partnership (PPP) unit to manage the process. A small team of technical
staff from DOE and the PPP unit established a project office, known as the DOE
IPP unit. It functioned outside the formal departmental structure of the national
government to act as a facilitator for the REIPPPP process.

Policy Making

The REIPPPP team was led by a senior manager from the National Treasury PPP
unit. She had worked there since its creation in 2000, helped establish Treasury’s
rigorous PPP project appraisal framework, and been involved with DOE'’s efforts
to promote IPPs as early as 2007. Other legal and technical experts were also
brought on board. They formed a small, tightknit team that was viewed favorably
by both the public and the private sectors as a professional unit with a track
record of expertise in closing PPP contracts and a reputation as problem solvers
and facilitators rather than regulators. This kind of credibility allowed the unit to
act effectively as a champion of the REIPPPP process.

Because the team was familiar with private sector infrastructure projects, as
well as with most of the professionals involved in such projects in South
Africa, the unit never exhibited the level of mistrust of private business that
sometimes characterizes government efforts in South Africa. Dialogue with
private sector counterparts on key REIPPPP design and implementation issues
began almost immediately and continued throughout the process. High stan-
dards were set and maintained throughout the bidding process, including
security arrangements and transparent procurement procedures. Documentation
was extensive, high quality, and readily available on a specially designed pro-
gram website.

Implementation

By the end of 2010, a team of consultants was on board and program design
underway. When it became clear that the REFIT process would not proceed, the
advisers recommended a new tender process, after reviewing international tender
processes in Brazil, France, Germany, India, Spain, and elsewhere.

Design work and informal consultation with the private sector continued
through the first half of 2011. In August of that year a Request for Proposals
(RFP) was issued. It was followed by a compulsory bidders conference, held to
address questions on bid requirements, documentation, power purchase agree-
ments, and other issues. Some 300 organizations attended this conference.
REIPPPP envisioned the procurement of 3,625 MW of power over a maximum
of five tender rounds. Another 100 MW was reserved for projects below 5 MW,
which were to be procured in a separate small projects IPP program. Caps were
set on the total capacity for individual technologies; the largest allocations were
for wind and photovoltaic power, with smaller amounts for concentrated solar,
biomass, biogas, landfill gas, and hydropower. The rationale for these caps was to
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limit the supply to be bid out and therefore increase the level of competition
among technologies and potential bidders.

Tenders for the different technologies were held simultaneously. Interested
parties could bid for more than one project and more than one technology.
Projects had to be larger than 1 MW, and an upper limit was set on bids for dif-
ferent technologies. Caps were also set on the price for each technology, at levels
not dissimilar to NERSA’s 2009 REFITs. Bids were due within three months of
the release of the RFP, and financial close was to take place within six months of
the announcement of preferred bidders.

From the bidders conference, it was clear that there was considerable interest
in the market. One factor that impressed many private players was the effort
made to meet most of the program’s announced deadlines—something that
stood in marked contrast to virtually all earlier IPP programs in the sector and
clearly signaled to operators, investors, and advisers that this program was
focused on results. An additional feature that gave the market confidence was the
extensive use of private domestic and international advisers to design and help
manage the program, review bids, and incorporate lessons learned into the pro-
gram as it progressed through the bid stages.

All of these inputs depended on the availability of financial resources to pay
for these experts, as well as offices, a website, various databases, and one of the
most sophisticated, complicated bidding processes ever seen in Africa. The
resources, which were provided by the National Treasury, were combined with
technical assistance made available by bilateral donor agencies from Denmark,
Germany, Spain, and the United Kingdom. The World Bank previously facilitated
a $6 million grant from the Global Environment Facility (GEF) for advisory
services under the Renewable Energy Market Transformation Project.

Overcoming Obstacles
Among REIPPPP bidders, the most controversial aspect of the program was its
heavy reliance on nonprice factors in bid evaluation. These factors, organized in
bid documents under the heading “economic development requirements,” were
designed to incentivize bidders to promote job growth, domestic industrializa-
tion, community development, and black economic empowerment with the
objective of benefiting historically disadvantaged communities and businesses.
Accounting for 30 percent of total bid value, economic and social development
played a much larger role in the REIPPPP procurement process than nonprice
criteria normally do under the government’s preferential procurement policy.
These requirements were controversial for several reasons. Many international
bidders felt that they were too demanding and played too substantial a role in
bid valuation; domestic participants, backed by South African trade unions,
thought the requirements were not demanding enough. Bidders of all kinds seem
to have been confused by some of the criteria, especially criteria that called for
local economic development plans to be part of the bids. No guidance on how
such plans were to be prepared or how they would be evaluated was initially
provided. In addition, as the process proceeded through five rounds of bidding,
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some of the economic development requirements became more onerous,
seemingly in response to complaints by local stakeholders, rather than as a result
of economic analysis or consultation with bidders.

Although some controversy about these requirements remains, it is clear that
they helped generate political support for the program from politicians, investors,
and the general public. By increasing the role of these factors to 30 percent of bid
value, the program helped increase the visibility of economic development con-
siderations and underscore their importance. The South African Parliament
seems to have concluded that the economic development dimension of the pro-
gram was successful, based on the commitments made during the five bid rounds.

Another potential obstacle was circumvented when a regulatory review deter-
mined that the REIPPPP would not be subject to National Treasury Regulation
16 for evaluating and approving PPPs. The PPP regulations are consistent with
best practice in Organisation for Economic Co-operation and Development
(OECD) countries, but they require a complicated, time-consuming, and expen-
sive review process that must be implemented by expert consultants and
officials. REIPPPP could never have rolled out so quickly if the PPP regulations
had to have been followed for each transaction. The regulatory review found that
the standard PPP approval process was not applicable to the REIPPPP because
Eskom, which signs the power purchase agreements with private operators,
is considered a state-owned enterprise rather than a government agency. Its
purchase of power is therefore not subject to the National Treasury’s PPP
regulations.

Consensus Building

The promise of economic development benefits and rapid rollout of new gener
ating capacity built support for the program among politicians and senior govern-
ment officials. A major factor contributing to the widespread support for the
program by the private sector was the global economic environment. The inter-
national renewable energy sector is highly competitive given the diversity of
sources, the modular nature of most of the technologies, and the number of
project developers. But for several years these industries had been experiencing
global overcapacity and intense competition that resulted in very thin profit
margins, if profits were generated at all. As a result, the industry continues to
experience consolidation, the emergence of increasingly vertically integrated
supply chains, and the steady movement of manufacturing firms into project
development. Furthermore, at the outset of the bidding, renewable energy mar-
kets were in decline in Europe and developers were looking for new opportuni-
ties in emerging markets. All of these factors led to intense interest on the part
of the global renewable energy industry in REIPPPP and growing levels of com-
petition as the bidding progressed.

The quality and detail of the bid documentation, the clarity provided during
the bidders conference, and the ongoing dialogue during the first half of 2011
seemed to alleviate some of the nervousness that had developed over the previ-
ous two years. Investors and operators particularly liked the initial structure of
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the pricing, as the REIPPPP tariff caps for round 1 were at levels similar to the
earlier FITs. The integrity of the DOE IPP unit, combined with its reputation as
problem solvers and dealmakers rather than regulators, also gave the market
confidence and ultimately led to strong interest in the program.

Sequencing

The sequencing, or evolution, of the program was a key part of the multiround
bid process. For the most part, the basic structure of the program has remained
the same. Where adjustments have occurred, they were used to increase compe-
tition, transparency, and benefits under the economic development criteria.

The RFP was divided into three sections, detailing general requirements,
qualification criteria, and evaluation criteria. The documents also included a
standard power purchase agreement, an implementation agreement, and direct
agreements. These agreements were nonnegotiable contracts developed after an
extensive review of global best practices and consultations with numerous public
and private sector actors. Although some bidders expressed reservations about
the lack of flexibility to negotiate the terms of these agreements, most bidders
were satisfied with the thoroughness and quality of the standard documents.

Bids were required to contain information on the project structure and the
legal, land, environmental, financial, technical, and economic development quali-
fications. Bidders had to submit bank letters indicating that financing was locked
in—a highly unusual way to outsource due diligence to the banks. This require-
ment effectively meant that lenders took on a larger share of project develop-
ment risk. The arrangement dealt with one of the biggest problems with auctions:
lowballing that results in renegotiation soon after closing.

Developers were expected to identify the sites and pay for early development
costs. A modest registration fee was due at the outset of the bid process. Bid bonds
or guarantees had to be posted. The guarantees were to be released once the proj-
ects came online or, if the bidder was unsuccessful, after the RFP evaluation stage.

The bid evaluation involved a two-step process. First, bidders had to satisfy
certain minimum threshold requirements in six areas: environment, land,
commercial and legal, economic development, financial, and technical. Bids that
satisfied the threshold requirements then proceeded to the second step of evalu-
ation, where bid prices counted for 70 percent of the total score. The remaining
30 percent was based on the economic development criteria.

Results Achieved

REIPPPP is the largest national IPP program ever attempted in Africa. In the first
five bid rounds, 92 projects were awarded to the private sector (table 11.1). The
first projects are already online. Private sector investments totaling $20 billion
have been committed for projects that will generate in excess of 6,300 MW of
renewable power. Prices dropped over the five bidding phases, with average solar
photovoltaic tariffs decreasing 75 percent and tariffs for wind power falling
50 percent in nominal terms between round 1 and round 5. Most impressively,
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Table 11.1 Results of First Five Rounds of the Renewable Energy Independent Power Producer
Procurement Program (REIPPPP)

Round 4
Round 1 Round 2 Round 3 (March 2014 Round 5

Item (Bid Window 1) (Bid Window 2) (Bid Window 3)  CSP Round)  (Bid Window 4) Total
Number of projects

awarded 28 19 17 2 26 92
Capacity awarded

(MW) 1,425 1,040 1,4547 200 2,205 6,327
Total investment

(millions of dollars) 5,974 3,534 4,504 1,739 4,439 20,190

Source: Presentations by the Department of Energy (DOE) and data provided by the DOE IPP unit.

Note: CSP = concentrated solar power; MW = megawatts. Data for rounds 1 and 2 is as at financial close; contracted capacity and investment
amounts changed slightly from the time of bidding to the time of financial close. Investment data for bid round 1 were provided by the DOE IPP
unit and differ slightly from data released in DOE presentations. Figures in rounds 1 to 3 were converted into dollars based on the exchange rate
at the time the agreements were signed while the rates for rounds 4 and 5 were at the time of submission.

all of these achievements occurred over a three-and-a-half-year period.
Improvements were also made in the economic development commitments,
primarily benefiting rural communities. One investor characterized REIPPPP as
“the most successful public-private partnership in Africa in the last 20 years.”

The initial results of the first round of bidding were somewhat surprising to
the DOE IPP unit. One official noted that the unit thought it might receive
12 bids and close 3 projects during the first round. Its biggest fear going into the
process was that no bids would result in signed contracts. The thin global market,
tight deadlines, earlier issues with REFIT, and the extensive qualification process
were all factors that contributed to modest expectations.

In November 2011, 53 bids for 2,128 MW of power-generating capacity were
received. The evaluation process took place over a four-week period. Preferred
bidders were announced the next month, to coincide with the COP17 meeting
in Durban. Twenty-eight preferred bidders were identified in the first round,
offering 1,425 MWZ for a total investment of $5.97 billion.&

A deadline of July 2012 was set for financial close and a deadline of the end
of 2014 for the commercial operating date. These dates were later extended
because the government took longer than expected to finalize its guarantees and
because local banks, advisers, and other project partners were stretched to the
limit with so many projects reaching closure simultaneously. This delay was the
only significant one in implementing round 1 of the program.

Major contractual agreements were signed in November 2012, with most
projects reaching full financial close within 10 days after conditions precedent
were met. All the investments were closed on the same day in order to standard-
ize and limit foreign exchange risk; doing so posed significant challenges to the
banking system. Construction on all the projects in round 1 has commenced,
with the first project coming online in November 2013.

Although bidders could not know for certain the total capacity that would be
bid, they likely recognized that the tight deadlines and challenging threshold
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qualification criteria would result in less capacity being bid than was made
available in round 1. Accordingly, the prices bid were largely unaffected by com-
petitive limitations and only marginally below the caps specified in the RFPs.
High initial transaction costs and possible policy uncertainty also affected prices.

Round 2 was announced in November 2011, using the same RFPs used in
round 1, although the total amount of power to be procured was reduced to
stimulate additional competition. The price caps remained at the same level,
although the new RFP stated that the government expected prices to fall and was
considering lowering the price caps in the third round.

A total of 79 bids were received in round 2, nearly a 50 percent increase over
round 1 despite the significant drop in capacity offered. In March 2012, bids
totaling 3,233 MW were received.2 A team of local and international experts
again evaluated the tenders. Fifty-one projects met the qualifying criteria. In May
2012, 19 preferred bidders were selected, offering 1,040 MW of power. Wind
and solar photovoltaic prices in the second round were much more competitive,
falling 21.5 percent for wind and 40.4 percent for photovoltaic power
(table 11.2). The price for concentrated solar fell 6.5 percent; there was little
competition in small hydro, with only two qualifying bids.

According to government officials, the results of round 2—particularly the
lower prices and better local content terms—saved the reputation of the program
and suggested to some officials that competitive tenders might be a way to
achieve significantly lower prices than FITs.

The procurement documents for round 3 were released in May 2013. They
were based on the documents used in previous rounds, with further refinements.

Table 11.2 Average Bids in First Five Rounds of the Renewable Energy Independent Power Producer
Procurement Program (REIPPPP)
Percent, except where otherwise indicated

Round 1 Round 2 Round 3 Round 4 (March Round 5
Type of energy/bid change (Bid Window 1) (Bid Window 2) (Bid Window 3) 2014 CSP Round) (Bid Window 4)
Wind
Price (South African cents/kilowatt) 114.3 89.7 65.6 — 57.5
Reduction from previous round 21.5 26.9 — 124
Total reduction from round 1 426 — 49.7
Solar photovoltaic
Price (South African cents/kilowatt) 275.8 164.5 88.1 — 69.3
Reduction from previous round 40.4 46.4 — 214
Total reduction from round 1 68.1 — 74.9
Concentrated solar power
Price (South African cents/kilowatt) 268.6 251.2 146.02 136.4 —
Reduction from previous round 6.5 419 6.8 —
Total reduction from round 1 45.6 49.2 —

Source: Department of Energy presentations.
Note: CSP = concentrated solar power; — = not applicable. Prices are 2011 values.
a.The price structure for concentrated solar power in rounds 3 and 4 was different from rounds 1 and 2. It included a peak tariff of 270 percent of

the base price.
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The total capacity on offer was restricted to 1,473 MW, with individual capacity
caps for different technologies. Price caps were adjusted downward (except for
biomass and landfill gas) to stimulate the supply of projects. Once again bidders
could offer fully or partially indexed prices.

In August 2013, 93 bids were received, totaling 6,023 MW. Seventeen
preferred bidders were awarded in October 2013, for a total of 1,457 MW for
a total investment of $4.504 billion. Prices fell again in round 3. The price of
solar photovoltaic power fell 68 percent compared with round 1, and the
price of wind energy dropped 42 percent. The price of concentrated solar
power also declined, although round 3 had a new tariff system, so bid prices
are not directly comparable with prices in rounds 1 and 2. As of June 2015,
15 of the 17 preferred bidders had signed their agreements and reached finan-
cial close. The remaining two were expected to finalize their agreements
before September 2015.

In order to accommodate additional capacity from concentrated solar power
projects, the DOE extended Bid Window 3 in order to have a special concen-
trated solar power round, round 4, at the end of March 2014. A total of three
concentrated solar power bids were received and two preferred bidders were
announced in December 2014 to provide 200 MW of generation capacity, with
a total investment of $1.739 billion. The two projects are expected to reach
financial close in the third quarter of 2015.

The most recent bidding, round 5 (also known as Bid Window 4), closed in
August 2014; and a total of 77 bids for 5,805 MW of power were received and
evaluated. In April 2015 there were 13 preferred bidders announced to provide
1,121 MW of generation capacity. Because of the growing shortage of electricity
in the South African market, the large number of bid responses, and the highly
competitive pricing provided by bidders in round 5, the DOE awarded another
13 preferred bidders in June 2015 to provide an additional 1,084 MW of gen-
eration capacity. Accordingly, 26 preferred bidders were awarded in total for
round 5, providing 2,205 MW of generation capacity, with a total investment of
$4.439 billion. The projects in round 5 are expected to reach financial close by
the end of 2015.

As a result of the success of the REIPPPP, in April 2015, the Minister of
Energy announced that her department will ask the regulator for an addi-
tional 6,300 MW under REIPPPP to maintain the momentum of the pro-
gram. She also indicated that the DOE intends to hold an expedited round
in order to procure an additional 1,800 MW from all renewable technologies.
The procurement process is intended to be shortened and simplified to allow
all unsuccessful bidders from previous rounds, and potentially new bidders,
to submit bids for evaluation. The bid submission for this round is expected
to begin October 2015 with the award of preferred bidders ideally made by
the end of 2015.

The REIPPPP is expected to continue into the foreseeable future until all the
capacity under the new determination has been successfully awarded. This
should take place before 2020. The DOE has already indicated that it intends to
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redesign the procurement documents, following the award of the expedited
round, for release in the second quarter of 2016. These procurement documents
will be used to procure new projects in round 6 and beyond. Key aspects of the
redesign are under consideration and may involve the local community involve-
ment, local content, and industrialization regime as well as consideration of the
constrained distribution and transmission systems.

Through five rounds of bidding, the results clearly exceeded the expectations
of policy makers. The initial fear in round 1 was that there would be minimal
interest. Even in round 2 there was a concern that prices would not drop sub-
stantially. Going forward, concerns remain about potential price increases.
Nevertheless, debate about FITs versus competitive bidding in South Africa’s
renewable sector is clearly resolved for the foreseeable future. In fact, the chief
procurement officer, a newly created position in the National Treasury, is examin-
ing the REIPPPP to determine how greater competition might be introduced in
procurement elsewhere in the public sector.

Eskom’s role in large-scale renewables has been limited to completing two
plants financed by the World Bank, serving as the off-taker on the IPPs, and com-
pleting transmission lines. NERSA'’s role in setting tariffs remains unchanged, and
DOE remains responsible for determining the mix of energy resources.

Conclusions: Success Factors, Challenges, and Lessons Learned

For a country as dependent as South Affrica is on coal, and facing extraordinary
development challenges, REIPPPP represented a striking break with the past.
Numerous factors and lessons learned contributed to its success. One was
high-level political support and the largely ad hoc institutional status of the
DOE IPP unit, which acted at arm’s length from DOE as a kind of dedicated
project office. This arrangement allowed—and, to some extent, encouraged—
an operating approach that emphasized problem solving to make the program
successful rather than automatically following government operational policies
and procedures that emphasized enforcement of rules. In addition, the unit
was entrepreneurial in finding and accessing money to design and implement
the program.

Second, several design features also contributed to the success of REIPPPP.
Despite the higher initial cost of renewable energy, the program offered an
expedited mechanism to roll out new power-generating capacity. Although it
would take years for the large power projects planned by Eskom to begin gen-
erating power, REIPPPP was designed to roll out a significant amount of power
in a very short time, using transparent procurement and implementation pro-
cesses. REIPPPP also offered clear opportunities for developers to make profits.
When the round 1 bid documents were released, developers saw what one
called “REFIT-like” tariffs, meaning that the projects could potentially make
equity returns close to 17 percent. In round 2, the competitive tendering seems
to have helped tariffs fall sharply. The reduction was a major factor in the gov-
ernment’s willingness to continue its support for REIPPPP. The nonnegotiable
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and standardized tender documents eliminated one of the main shortcomings
of typical tender processes, which sometimes incentivize underbidding to win
contracts followed by renegotiation in the hopes of securing more profitable
deals. The sovereign guarantees provided by the Treasury, combined with South
Africa’s investment grade credit rating, also meant that no political risk insur-
ance was needed, although it may be needed in the future. While REIPPPP’s
economic development requirements were controversial, they helped generate
political support for the programs.

Third, an important lesson learned from REIPPPP is that, regardless of their
size or location, private sponsors and investors in the renewable energy sector are
seeking to invest in renewable power in emerging markets, especially when those
markets adopt a business-friendly approach. If deals are reasonably profitable and
key risks are mitigated in an acceptable manner, considerable private sector inter-
est, expertise, and financing are likely. In many instances, a convincing case needs
to be made repeatedly to justify the procurement of renewable energy. REIPPPP
was preceded by several years of policy proposals and analytical work that sup-
ported mitigation of climate change. This effort, combined with the looming
threat of power shortages and frustration with the earlier lack of action on IPPs,
meant that REIPPPP was initially given the benefit of the doubt, even by critics
of renewable energy costs.

Fourth, program champions helped drive successful programs. Professionals
with credibility need to be able to interact convincingly with senior government
officials, effectively explain and defend the program in meetings with stakehold-
ers, deal with donors, select and manage consultants, communicate with the
private sector, and manage a complicated procurement and contracting process.
The champion does not necessarily need to be a senior government official. But
he or she should be familiar with (and familiar to) senior officials, as well as
someone with enough experience working with the private sector to be comfort-
able adopting the business-friendly approach mentioned above. This success fac-
tor is profoundly difficult to replicate.

Fifth, the need to identify the right design to suit the environment is also a key
lesson from REIPPPP. The program illustrates this point by highlighting the evo-
lution to competitive tenders from FIT regimes. REIPPPP’s experience suggests
that competitive tenders for renewable energy are potentially an attractive alter-
native to REFITSs, because they may be able to keep tariffs under tighter competi-
tive control. Finally, whether a FIT or a competitive tender is chosen, an effective,
transparent, efficient procurement mechanism is required.

Nevertheless, there were challenges in the design and implementation of
REIPPPP, and risks remain going forward. In terms of program management, the
transactions costs were high for both the government and the bidders, certainly
higher than for a traditional REFIT program. The most significant risk to the
sustainable success of REIPPPP relates to transmission constraints and the related
payments to the IPPs if Eskom’s transmission planning lags or does not come to
fruition. In these cases, Eskom as the off-taker will be liable for very significant
deemed energy payments, even though no electricity would be fed into the grid.
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There would also be a dramatic financial risk to the overall success of the
REIPPPP program if the fiscal health of Eskom or the sovereign deteriorates,
resulting in a further downgrade of either Eskom or South Africa’s credit rating.
A drop below investment grade would undermine the success of the program
unless remedial actions were put into place.

Another test relates to one of the program’s key success factors—its ad hoc
character. The nondepartmental institutional setting, the off-budget funding, and
the entrepreneurial attitude of the program team all facilitated performance and
helped avoid the delays and indecision that crippled earlier attempts to develop
IPPs in the power sector. This ad hoc character will inevitably give way to some
kind of formalization, however, if only to guarantee a more secure source of
funding and sustainability for the program. The challenge will be to proceed with
institutionalization in a way that preserves as many of the program management
success factors as possible.

A further potential challenge going forward is the possibility that the eco-
nomic development activities, which target benefits to historically disadvantaged
communities or businesses, will not be appropriately monitored or managed over
the life of the contracts. Agencies responsible for monitoring local content per-
formance have sometimes struggled to perform their tasks even in developed
countries, despite sizable staffs (WTI Advisors 2013).

REIPPPP has also experienced some market-related challenges. For example,
because of the huge demands on the local consulting industry, some firms were
permitted to offer advisory services to the government, private bidders, and
funders as long as they created adequate internal barriers within the firm to limit
potential conflicts of interest. Some bidders complained that legal and financial
firms were offering a “one-size-fits-all” service, which was not always appropriate
for specific projects. In addition, the risk-averse character of South Africa’s
sophisticated commercial banking sector has meant that it has been limited in
the extent to which it can support small and medium-size South African firms
in gaining a foothold in the country’s emerging renewable energy industry.
Development finance institutions have played a larger role in financing these
types of investors and operators.

Globally, the principal market-related risk affecting the changes instituted
under the program is the volatility of private sector interest in such a program
and the possibility of operators and investors backing away from new bid rounds
the moment events suggest that their interests are better served elsewhere. If the
global slowdown affecting the renewable energy industry experiences a turn-
around and the industry begins to demonstrate renewed growth, global competi-
tion to attract investors and operators may increase. A related risk is that
renewable energy prices may no longer continue to drop. Higher prices, or the
opening up of large markets elsewhere, could affect the longer-term viability of
South Africa’s program.

Despite these challenges, there is little question that the five rounds of
REIPPPP were successful and that the program provides a valuable opportunity
to learn how to procure renewable energy projects quickly and effectively in
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emerging markets. Of course, not all of REIPPPP’s success factors can be easily
duplicated, particularly in low-income countries. Most African countries cannot
mount a program of REIPPPP’s size or one that includes a rolling, multiround bid
process. No other African country has the kind of banking, legal, and other advi-
sory resources that are readily available in South Africa (although services of this
kind are available in other countries).

Many critical success factors—particularly transparency, consistency, and
leadership—can be replicated. South Africa’s program was able to create a true
partnership that encouraged the flow of information and trust among govern-
ment, donors, and the private sector. These factors are replicable in support of
other projects and programs, regardless of the sector, location, size, or economic
standing of the partners.

Notes

1. The five rounds includes the extended Bid Window 3, held in March 2014, to procure
only concentrated solar power technology.

2. The exchange rate for rounds 1 to 3 is based on the dates the agreement were signed
while the rate for rounds 4 and 5 is based on the rate at submission. All exchange rates
are calculated from rand to USD at the time of financial close of the tranche.

3. Eskom is building two massive new coal-fired plants (Medupi and Kusile), each 4,800
megawatts (MW), as well as a new 1,300 MW pumped storage scheme (Ingula). It
has also commenced its first procurement of renewable energy power—a 100 MW
wind farm (Sere) and a 100 MW concentrated solar plant. Both projects were funded
mainly by loans from the World Bank (which also partially funded the Medupi power
station) and the African Development Bank.

4.In South Africa, IPPs are generally recognized as privately financed, newly con-
structed, or renovated generation plants supported by nonrecourse or limited recourse
loans and backed by long-term power purchase agreements signed with Eskom, the
country’s single buyer of electricity.

5. One exception was an earlier effort by DOE to procure open-cycle diesel-fired
turbines.

6. Under the terms of the Kyoto Treaty, Annex I countries that ratified it must have
fulfilled their obligations regarding emission limitations established for the first com-
mitment period (2008-12) by 2012. These commitments are listed in Annex B of the
protocol. Non-Annex 1 countries, like South Africa, are not committed to these caps.

7. DOE presentations refer to a total capacity for round 1 of 1,416 MW as at the time
of bidding; this was later updated by the IPP unit for figures at financial close, which
totaled 1,425 MW.

8. DOE presentations refer to investment of R 47.792 billion in round 1 as of the time
of bidding; this was later updated by the IPP unit for figures at financial close, which
totaled R 49.326 billion.

9. The DOE announced a figure of 3,255 MW, but the DOE IPP unit database records
3,233 MW.

10. DOE presentations refer to a total capacity for round 2 of 1,044 MW as of the time

of bidding; this was later updated by the IPP unit for figures at financial close, which
totaled 1,040 MW.
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CHAPTER 12

The Making of the 1996 Constitution

Ivan Velev and Nonhlahla Zindela

Introduction

The adoption of the 1996 Constitution of South Africa is widely regarded as a
watershed moment in constitutional jurisprudence.! It ended 300 years of minor-
ity domination, giving South Africans a new national identity defined by citizen-
ship and civil and political equality. The Constitution has been praised as one of
the most progressive constitutional frameworks in the world, reflecting the four
generations of human rights,? the best international legal principles, and demo-
cratic institutions.

The 1996 Constitution was the outcome of an epic struggle for human dignity
and social justice in the face of a repressive racist system, placing a strong empha-
sis on equal rights for all. It reflects the culmination of the “never again” principle
by encoding two constitutional provisions: founding values and a bill of rights.
These two constitutional features put “the people” as a sovereign in the center of
the new system of government, founded on equality, human rights and freedoms,
tolerance, universal suffrage, pluralistic democracy, and accountable and transpar-
ent governance. The rich global common law tradition as well as public and civil
law, including human rights law, informed the constitutional design, which
blended international law and other foreign legal rules with South Africa’s own
legal tradition.3

The 1996 Constitution ultimately gained the credibility and legitimacy
needed to shape and consolidate South Africa and move the country forward
after a long period of arrested economic and political development. The lessons
from its creation are relevant today for the constitutional and policy reforms in
many divided and conflict-stricken countries.

Ivan Velev is the Country Program Coordinator for the South Africa Country Management Unit at the
World Bank, and Nonhlahla Zindela is a Senior Operations Officer in the same unit. This chapter bene-
fited from extensive interviews with current and former government officials as well as from comments
by peer reviewers Matthew Glasser and Zoe Kolovou (Lead Counsel in the Word Bank Group’s Legal
Department).
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The Policy Challenge

The constitutional experience of South Africa as a modern nation since the 19th
century was marked by nonmajoritarian constitutions, ethnic fragmentation, and
conflict encouraged by a government whose policy was to divide the opposition,
and, as a result, deepening violence. The trajectory of this historical experience
reached a tipping point in the 1990s. Three main challenges had to be addressed
in transitioning from apartheid to a new, modern democracy: building nation-
hood and constructing a new national identity, departing from the authoritarian
constitutional tradition of the past, and defusing violence and deepening racial
and ethnic reconciliation.

Separation versus Integrated Nationhood

The modern South African state, forged at the turn of the 20th century, was
founded on reconciliation between Dutch and British settlers and premised on
the exclusion and neglect of the black majority. This was further consolidated
between 1948 and 1994, under the National Party’s (NP’s) rule, when colonial
governance was transformed into a comprehensive system of racial laws and
policies. The original constitution served as a key instrument for segregation and
white domination.

Finding a working formula for negotiating national statehood was key to
anchoring institutional change and a governance structure that would implement
and protect the new constitution and nationhood. This formula had to integrate
artificially established “homelands” and segregated local authorities into about
300 new nonracial governments. The main difficulty was setting up a governance
structure that balanced centralization and federalization in order to escape the
overlapping racial, ethnic, and linguistic divisions.

To address this legitimacy dilemma, a unique and inclusive process had to
be devised to give validity to the constitutional design. As Justice Albie Sachs,
formerly on the Constitutional Court of South Africa, put it: “building a new
nationhood and citizenship was our main challenge.” The only viable policy
option available for attaining this goal was “through the acquisition of the rights
of full and effective citizenship by all South Africans regardless of race.”*
Organizationally, the challenge was between a unionist and a decentralized
state model.

Authoritarianism versus a Bill of Rights

South Africa’s colonial and autocratic political history, rooted in the suppression
of basic human rights, prevented South Africa from developing and entrenching
earlier rules against government abuse. The democratic transitions in southern
Europe’s dictatorships (Greece, Portugal, and Spain) and the collapse of the
Yugoslav and Soviet governance models during the 1980s indicated a decline of
the central planning and etatistic prescriptions and influenced African National
Congress (ANC) and South African Communist Party (SACP) internal debates.
According to Justice Sachs, the South African Constitution does not exhibit any
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particular doctrine or judicial philosophy, except for the “never again” principle.
However, reflecting this ideological shift, the ANC advanced two features—
openness and a bill of rights—as key tenets. The human rights records in
Yugoslavia and the Soviet Union and the debates among the European left at the
time informed the internal ANC debate and reinforced beliefs that liberal
democracy, and human rights protection, can bring radical societal transforma-
tion and a just and fair social order.2

The reform space for the introduction of a bill of rights opened gradually dur-
ing the constitutional negotiations.® Initially, the NP government intended to
create a more palatable reformed version of racial and ethnic separation.”
Intended as limited democratization and a regime-enhancing measure, the
Convention for a Democratic South Africa was soon overtaken by debates about
majority rule (and its resistance), a bill of rights, and the scrapping of the apart-
heid system altogether. The challenge was to convince the white minority to
commit to reform and accept the Bill of Rights and to convince the black major-
ity that the Bill of Rights was not sealing white control over land and expropri-
ated property. The likely solution had to ensure the protection of fundamental
rights and square with both the debates about communitarian versus social jus-
tice rights and the debate about the unitary state.

Peace, Transitional Justice, and Reconciliation

The third main challenge for South Africa was how to come to terms with a
repressive past and rectify not only the brutalities of the old regime but also the
economic dispossession, so that victims and executioners could live together as
citizens of the same country. The related dilemma was to make the parties focus
on the future by having them agree about the past. This bridge between past and
future had to unite the citizenry by agreeing on a collective memory for recon-
stitution into a new national identity.

Human rights violations and suffering had been acknowledged in the past in
three ways: through amnesty, through prosecution under the criminal law, and
through reconciliation and selective amnesty (Gross 2004).8 In addition to hon-
oring the victims and de-escalating the growing violent conflict during the mul-
tiparty negotiations, both sides were keen on achieving closure. The victims
needed acknowledgment of gross human rights violations they had suffered and
attendant reparations; the perpetrators sought pardon and reintegration.?

The process called on members of both sides to testify about their participa-
tion in acts of violence and atrocities. This part of the reconciliation process was
contentious and toxic. Many observers found it abhorrent because of the moral
equivalency it implied.

Addressing the Challenge

“The release of Mandela was the point of no return,” recalls Roelf Meyer, the
former NP chief negotiator who led the negotiations to end apartheid. After the
ban on the ANC and other anti-apartheid political organizations was lifted,

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8

197


http://dx.doi.org/10.1596/978-1-4648-0768-8

198

The Making of the 1996 Constitution

in 1990, and the Convention for Democratic South Africa (CODESA) was
convened in 1991, 19 political parties met for more than six months to work
out arrangements for drafting and adopting the new constitution. CODESA
launched the process of rescuing the country from the looming civil war through
a “negotiated commitment to a fundamentally different constitutional order pre-
mised upon open and democratic government” (Motala and Ramaphosa 2002).
CODESA set a very high objective. It sought not a reform of the old regime but
an end to apartheid by addressing the transition from apartheid to a new nation-
state, from authoritarianism to majoritarian liberal democracy, and from armed
conflict to peace and reconciliation at the same time.

Implementation and Sequencing: Structure of the Negotiation Process
CODESA and its successor the Multi-Party Negotiation Process (MPNP) were
not elected bodies, like the Constitutional Assembly that drafted the final
Constitution. The apartheid Parliament was not representative of the country, and
the “vision for the new constitution was not defined from the outset,” according
to Roelf Meyer. Creating laws under these parameters would not have provided
the legitimacy needed to establish the Constitution as a founding document.

Solving this dilemma required devising an arrangement and leaving as much
as possible for the elected body to decide. CODESA endorsed a unique imple-
mentation pathway consisting of structured negotiations leading to adoption of
constitutional principles; free elections for the Constitutional Assembly and the
interim Government of National Unity; an interim constitution prepared by the
Convention; a final constitution adopted by the Constitutional Assembly; and
review and certification of the Constitution.

At the core of this construct was a two-stage constitutional transition that
produced first an interim and then a final Constitution. This construct, which
looked complex and tenuous, allowed for making course corrections, broad-
ening the public debate at each step, building common ground, and mobiliz-
ing support.

The structure of the negotiations took longer to emerge. It can be divided into
three phases: latent, formal, and settlement. During the latent phase (before
1989)—Ilater known as “talks about talks"—the ANC and the NP negotiated
ground rules and agreed broadly on the process. Throughout this stage, the NP
sought to remain the “party of power,” controlling all key government institutions.
The NP pursued trilateral negotiations (with both the ANC and the Inkatha
Freedom Party [IFP]). In contrast, the ANC'’s initial negotiation strategy was to
adopt a constitution through a democratically elected assembly.l? The latent
phase was marked by two agreements (the Groote Schuur Minute and the
Pretoria Minute).!! During informal exchanges accompanying these agreements,
negotiators established a degree of trust that helped set the stage for formal
negotiations.

During the formal stage (1989-92), also known as CODESA, the main parties
undertook unilateral steps by opening direct talks about win-win gains. In a joint
declaration, the parties articulated the common binding goal: establishing
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multiracial democracy in South Africa.12 The buildup of trust allowed the parties
to move beyond “tit for tat” strategies and create cooperative opportunities for
mutually acceptable solutions; however, the process broke down when the ANC
withdrew from the negotiations in response to the NP demand of veto power!3
and created a gridlock. The ANC resumed mass action. During this period some
of the worst clashes and most brutal acts of violence were committed, including
the Bisho and Boipatong massacres. “Violence created urgency to find a political
solution. This was a turning point leading to paradigm shift on the NP side to
accept equality as a principle of engagement with other parties and as fundamen-
tal civil right,” Roelf Meyer said.

During the settlement phase (1992-96), both parties put mutual interest above
brinkmanship. Their efforts helped de-escalate the violence and reach power-
sharing arrangements. The Bisho and Boipatong massacres resulted in a reversal
in the dependency roles between ANC and NP. In the event, a taste of violence
was enough to forestall full-scale civil war. Glimpsing the abyss of full-blown civil
war, the NP changed position. According to the recollections of Roelf Meyer, the
violence changed the calculus of consent, and the NP was determined to make a
deal with the ANC to avert a national tragedy. The main factor, though, as Roelf
Meyer recalls, was “the breakdown in the negotiations that forced us to find a
way forward. That led to the question how we really want the future South
Africa to look like and the consequential shift to accepting individual rights on
an equal basis as the cornerstone of our constitution.”

All parties saw their power less in terms of domination and more in terms of
mutual dependence. Finding alternative arrangements to accommodate interests,
compromises, and working commitments became new ways of gaining power,
after the realization that neither side can immediately defeat the other in violent
confrontation. Despite the mobilization and ethnic violence,1* this period was
marked by a two-track (bilateral and multilateral) formal negotiation. After the
collapse of the CODESA I negotiations, the chief negotiators, Cyril Ramaphosa
for the ANC and Roelf Meyer for the NP, opened direct talks involving only the
two parties. In a series of secret meetings, they worked out an agreement that led
to the signing of a Record of Understanding between De Klerk and Mandela at
their 1992 summit. The breakthrough that enabled the negotiations to proceed
included the election of a Constitutional Assembly and the forming of an
interim government of national unity. These bilateral talks enabled resump-
tion of multiparty negotiations under a modified procedural arrangement
that became known as the Multiparty Negotiation Forum (MPNF).

The MPNF was a more effective mechanism than CODESA. It created
compromise-seeking and deadlock-breaking mechanisms, such as technical com-
mittees, and branched organizational structures, allowing more routes and oppor-
tunities for escaping impasses.!> The technical committees were not involved in
political matters. They acted as a deadlock-breaking channel. A not-for-profit,
nonpartisan body was hired to provide overall administration (during the
CODESA negotiations, management had been partisan). A small shuttle group
of “trouble-shooters”— consisting of Mac Maharaj, Ben Ngubane, and Fanie van
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der Merwe—was tasked to keep the overall process on track; they acted very
effectively as advisers and strategists. This group’s credibility and skill allowed it
to facilitate agreements. Where no consensus was possible, the group turned to
Cyril Ramaphosa and Roelf Meyer as chief negotiators. If they failed to agree, the
issue was escalated to Mandela and De Klerk. According to Mac Maharaj, “This
three-tier paired mechanism, with De Klerk and Mandela on the top, proved
very effective. If we had to go to Mandela, however, the first question he would
ask was: ‘do we have an agreement on majority rule?”

On November 16, 1993, Mandela and De Klerk reached a last-minute pack-
age agreement to complete the interim Constitution (known as the “six-pack
agreement”). On November 18, the MPNF approved the interim Constitution
and it was voted into a law by the old (apartheid) Parliament, paving the way for
the first democratic elections in South Africa, which took place April 27, 1994.
Following certification by the Constitutional Court of South Africa, on
December 10, 1996—International Human Rights Day—President Mandela
signed the new Constitution of the Republic of South Africa, at a symbolic cer-
emony in Sharpeville.

Overcoming Obstacles: Principles, Compromise, and “Sufficient Consensus”
“Drafting an interim constitution enabled experimental learning and agreeing on
the constitutional principles that guided the drafting of the constitution by the
Constitutional Assembly,” Roelf Meyer said. In the final compromise, which led
to breaking the impasse and adopting first the interim and later the final
Constitution, both parties “obtained their goals without sacrificing principle”
(Motala and Ramaphosa 2002) by creating original decision-making procedures
and deadlock-breaking mechanisms.

The 34 initial constitutional principles served a dual role, providing the mul-
tistage drafting process with increased democratic representation and thus estab-
lishing legitimacy (the ANC demand). The adoption of the principles calmed the
fears of the minority about “being engulfed by a black majority,” something that
was achieved through sunset clauses (which included civil service contracts dur-
ing transition), amnesty considerations, and the establishment of the government
of national unity. The principles served as a bridge between two constitutional
regimes. The principles themselves were far from being a coherent set; they held
internal tensions and contradictions, reflecting the ideologies and aspirations of
very different political parties. Some of the most apparent tensions were between
social rights and color-blind liberty, exclusion and democracy, meritocracy and
equality, government accountability and fragmentation of state authority, and
judicial review and democracy.

In addition to the constitutional design principles, some procedural
understandings and values took precedence during the constitutional drafting
process (Ebrahim 1998), including the following:

e Participation, so that all South Africans would identify with the national goal
(Sachs 1996)
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* Inclusiveness, which ensured that the voices of all political actors would be
heard in the Constitutional Assembly and within civil societyl®

e Solicitation of the ordinary people’s views through radio, TV, and the Internet
and other means to reach rural and poor communities without connectivitylZ

o Transparency (opening the procedures and hearings of the Constitutional
Assembly to the public)

o Consensus about the final version of the Constitution

® Accommodation (not narrow bargaining but identifying with the needs of the
other)

o Virtuous leadership, anchored in the ubuntu principle (“goodness of the other”),
loaded by other values, such as public good, solidarity, respect, dignity, civility,
and transparency to facilitate common ground and agreement.18

The new democratic constitution required not only jurisprudential innovation
but also cooperative behavior for striking a compromise. The most notable agree-
ments, which delivered the final deal, included the following:

e Protection of minority parties. Constitutional Principle XIV demanded the par-
ticipation of the minority political parties as a trade-off within the unitary
national legal framework, where “not [the dictate of ] majorities but consensus
shapes the new constitution.”

o Transitional confidence-building mechanisms. The sunset clauses, which
included extension of civil service contracts during transition, together with
amnesty and the government of national unity, led to the agreement on
interim institutional arrangements, including the creation of independent
transitional bodies, such as the Electoral Commission and the Transitional
Executive Commission, for observing fair treatment during the run-up to the
first democratic elections, while the NP still controlled the Cabinet (Motala
and Ramaphosa 2002).12

o Supermajority for adopting the final constitution. A parliamentary majority to
adopt the final constitution was set at 66 percent. In return for this concession,
the ANC obtained a deadlock-breaking provision for calling a referendum if
the 66 percent majority could not be obtained.

o Constitutional court with a veto over the final constitution. The Constitutional
Court of South Africa was an important assurance about the supremacy of the
Constitution as distinct from untrammeled majority rule in a system in which
Parliament rules supreme. In a unique precedent, a nonelected body deter-
mined the constitutionality of the document based on an agreed ex ante prin-
ciple as supra-law (“solemn pact”), and it became the ultimate arbiter on the
legality of all statutes and actions.

e Establishment of nine provinces with provincial and local government powers. The
NP and IFP had demanded the creation of broader regional autonomy with
significant devolution of powers. This move represented a compromise.

® Possible establishment of a Volksstaat.22 A written constitutional provision left
open the possibility of creating an Afrikaner homeland after the elections,
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with defined “ethnic” boundaries.?L If the Afrikaner parties could not reach an
agreement, the fallback option was passage of the bill of rights. This arrange-
ment secured the Freedom Front’s support for the Interim Constitution and
the first free elections. In the end, the Afrikaner community did not reach
consensus about where to establish a Volksstaat and the default (a bill of
rights) prevailed.

The two major parties agreed to work through bilateral channels (formal and
informal) and a two-party consensus first, before engaging smaller parties in the
decision process. This “sufficient consensus” approach served as a lever for forcing
the hand of other parties for collective action. This single procedural tool could,
to a large extent, be credited with the success of the MPNF compared with the
ineffectiveness of CODESA, which operated with a rotating chairman, had no
single negotiating body, and gave all parties veto power over the final decision.
The sufficient consensus, according to Pravin Gordhan, was applied sparingly,
and “ANC and NP used it only twice—to determine the date of the elections, and
endorse the Interim Constitution.”

Results Achieved

Good institutions are predictors for long-run growth. A robust constitution-
alism is one of the preconditions of such stable ex post institutions, striking
a delicate balance between commitments to rules and outcomes.?2 The
1996 Constitution symbolizes and embodies this balance. The compromises
that led to the adoption of the 1996 Constitution still experience an over-
whelming acceptance and a broad-based support. The 1996 Constitution
laid the foundation for keeping the country “together” as opposed to living
“apart.”

The main result of this process was achieving united nationhood, rebuilt
through constitutionalism, based on consistent equality and not domination.
Dismantling apartheid by establishing a new constitutional order achieved a tri-
ple transition—from racially and ethnically fragmented pieces to a consolidated
unitary state; from entrenched past authoritarian tradition to a democratic form
of government rooted in a new set of values—liberty, tolerance, and social justice;
and from a potential civil war to peace and reconciliation. In order to implement
change and address these complex challenges, an inclusive negotiation and transi-
tion process was adopted, which ensured equal representation and consolidation
of ethnic, racial, and gender divisions. The process used to achieve these goals
became an organic part of what the Constitution stands for as a fundamental law:
departure from the past legal and political tradition framed mainly by elites and
minority interests.

One key outcome of the constitution-making process was particularly impor-
tant: the fact that the Constitution did not result from the white-controlled
legislature. The new Constitution was certified against values and principles
owned and shared by most political groups, small and large.
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The Constitution safeguards the sustainability of this comprehensive and
fundamental departure from the past in three ways: (i) it protects rights and
freedoms through a strongly entrenched bill of rights, 2 including socioeconomic
rights (also known as “second-generation rights”?4); (ii) it includes an institutional
architecture in which the Constitutional Court is tasked with judicial review to
protect the supremacy of the constitutional provisions; and (iii) it creates special
institutions established to protect democratic governance 2
The key feature of the 1996 Constitution—and the cornerstone of South Africa’s
democracy—is the Bill of Rights. It not only spelled out for the first time that all
South Africans have equal rights but it also obliged the state to “respect, protect,
promote, and fulfill” these rights with special provisions and institutions, known
as “Chapter 9 institutions.” According to Thuli Madonsela, the Public Protector
of South Africa, “the purpose of Chapter 9 institutions is to restore trust in the
key South African institutions and to ensure that never again will the state be
captured by an unaccountable elite and a failing human nature, acting in its own
interest and not in the interest of the people.”

The Constitution averted both economic collapse and civil war. Through
threats and blame, push and pull, violence and cooperation, the constitutional
negotiations ended in a peaceful finish, despite the fact that the two main oppo-
nents had sought to defeat each other.26

South Africa developed an uncommon parallel justice institution.? By estab-
lishing Truth and Reconciliation Commissions (TRCs), running concurrently
with the constitutional negotiations, both parties defused the intensity and inci-
dence of violence and threats of violence. Reconciliation created a more favorable
environment for reaching compromises during the negotiations. Most perpetra-
tors, however, were granted amnesty and went unpunished, leaving the victims
without meaningful compensation or closure. In redressing the wrongs of the
past, South Africa chose to fill the gap with another ubuntu principle (“forgive
but do not forget”) instead of redistributing assets and social rights upfront to
compensate for property and economic dispossession.

Efforts to undo past economic, spatial, and social deprivation in order to repair
race relations have been challenging. Twenty years of democracy and economic
growth have not eradicated persistent inequality or significantly narrowed the
poverty gap. One achievement of the new Constitution has taken root, nonethe-
less. According to the 2014 report of the Reconciliation Barometer Survey,2®
racial prejudice has been declining since 2003, and interracial contact has
increased, particularly regarding marriage, neighborhoods, and schools (Wale
2013). Although white racial prejudice is declining, class inequality still follows
racial lines.

The constitutional transformation started from a very narrow reform space
as attempted NP “apartheid perestroika” with an intent for limited reform and
rearrangement of surface components of the old regime. During the transition,
the breakdown of negotiations, punctuated by mobilization and violence,
forced the hand of all parties to open the negotiation space wider and accept
majority rule, a unitary state, and a bill of rights granting equal citizenship to all.
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In the process, all parties outgrew their initial partisan reluctance to find an
acceptable agreement. In the dramatic story about choosing between living
together or dying by trying to separate, all parties had to give up something
sacrosanct. The NP had to accept majority rule, the IFP had to accept a unitary
state, and the ANC had to embrace devolution of power and democratic
checks in which the Constitution rather than Parliament reigns supreme. By
doing so, these players created a new civic space in South Africa that did not
exist before.

Conclusions: Success Factors, Challenges, and Lessons Learned

The significance of the 1996 Constitution is not only in creating a new identity
and new polity “for all people in South Africa” but also in the fact that its suc-
cess and importance are marked by introducing a new way of approaching
constitution making as a virtuous circle. The South African experience that
produced a distinctive construct to escape the trap of legal deficit at the design
stage also sequenced and phased the process with unique elements, including
convening and multiparty mechanism and “sufficient consensus” threshold;
prior agreement on constitutional principles; drafting an interim Constitution
by the (nonelected) Convention; holding of general elections to generate quali-
fied parliamentary majority; processing of the final Constitution through the
Constitutional Assembly, with broad public participation; and certification of
the Constitution by the Constitutional Court, to confirm that it reflected the
prior principles.

As pointed out earlier, one of the main procedural challenges facing South
Africa’s constitution making was ensuring acceptance of the final outcome of the
negotiated agreement by all parties. This was accomplished by two means: (i) by
establishing constitutional principles, balancing minority and majority rights,
against which the Constitution can be validated, and (ii) by making the Bill of
Rights the heart of the Constitution as protection of all citizens’ rights, regardless
of their race, status, ethnicity, or gender. This provided accommodation and coun-
tered the fear of the white minority by entrenching the participation of the
minority parties in the democratic process. According to Justice Sachs, “The Bill
of Rights gave assurance to the black majority, through justiciable social and
economic rights, that it is not a protective concession to the whites, but an eman-
cipation document addressing historical social injustice.”

According to Mac Maharaj, the negotiation process failed to make early
attempts “and may have started 10 years too late, while many opportunities may
have been missed, after the irreparable damage caused by the violence of the
1980s.” Despite the delay, by and large, it was a superior outcome for all parties
compared to the counterfactual of collapsing social order and civil war. The ANC
achieved majority rule. The NP did not have a better alternative to the negotiated
agreement than the Bill of Rights.

Some compromises did not prove viable. The regional government
structures—the nine provinces—which were largely an accommodation of the
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NP federalist aspiration to counter the proposals for a black unitary govern-
ment, ended up legislating a tension between two principles—unitary and a
federal (provincial) governance (see also Motala and Ramaphosa 2002).

Post-revolutionary periods always raise questions about just how much change
actually occurred. Critics on the right note that the ANC is the new party of
power and complain that it constrains structural policy making downstream out
of self-interest. Critics on the left decry the fact that, in an attempt to address the
minority’s fears, negotiators let the white elite retain economic power and per
petuate stark inequality and deep social divisions.

Nonetheless, the 1996 Constitution holds a hidden balance that guarantees
the long view. In this delicate balance both parties found their competing moral
convictions and anxieties to be accommodated only in a long-run approach.
Being a framework grounded in principles and not a power balance, and by estab-
lishing a majority by the disadvantaged, it prevents deep structural reforms with
high social costs; while at the same time providing a broad framework within
which meaningful social transformation can occur.

What is undeniable, however, is that the new Constitution gave an identity and
a whole new life to a previously fragmented country and a promise to become a
truly organic nation. The second-generation (socioeconomic) rights and a fair
social order remain for now a deferred progressive and inspirational goal.
Affirmative approaches like the Black Economic Empowerment (BEE) are dis-
tributive justice strategies to partially undo the historical injustice of exclusion,
rectified through restitution of political and economic rights. However, more
fundamentally, the new “citizenship” that the Constitution advanced is a precon-
dition and motivation to pursue social fairness for all by putting constitutional
claims on the state for inclusive policy decision making and for better serving the
needs of the bottom percentiles of the population (South Africa, National
Planning Commission 2012).

There are nine striking lessons from the South African constitution-making
process:

First, establish critical pathway and progression. It is essential to construct a
virtuous path with a trajectory and progression to break the vicious circle of
legitimacy deficit at the start. The South African experience gave birth to a five-
step transition with two constitution-drafting stages.

Second, favor acceptance over domination in establishing a legitimate process.
Agree on a type of a Rawlsian “initial position” on what is a just outcome for
the new social contract. Include all parties. The ownership over the process
establishes ex post stability and ownership of the outcomes. In the case of
South Africa, the initial 34 constitutional principles served this purpose
(Haysom 2002).

Third, acknowledge the opponent’s hierarchy of basic needs. Formulate options
for accommodating the adversary’s anxieties. Understand the other side’s hierar-
chy of needs and consider how they can be addressed. Make clear the binding
constraints of the parties, and outline the space for trade-offs and deal breakers.
Mandela’s proposal to create an Afrikaner homeland is a good example.
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Fourth, solve cooperatively the prisoner’s dilemma. A total win creates a shaky
democracy, as Madonsela notes. Decide if you prefer a defeated opponent or a
partner; a defeated opponent cannot sell to its constituency a signed agreement;
therefore, strengthen the hand of your opponent to remain a credible player,
advises Meyer (see also Haysom 2002).

Fifth, bring in the best international knowledge. South Africa drew on the con-
stitutions of two previous waves of liberation, especially India and Namibia, the
Universal Declaration of Human Rights (Haysom 2002), and the Canadian,
German, Irish, and U.S. experiences. No other country before South Africa has
tapped into the rich legal and cultural knowledge of so many foreign legal sys-
tems to draw ideas and precedent about constitutional designs.

Sixth, ensure team diversity. Build a balanced team that includes both general-
ists and technicians.22 Writing a constitution requires a wide spectrum of skills
during the drafting process—those not only of lawyers but also of economists,
historians, sociologists, anthropologists, and linguists. The text needs to be free of
legalistic formulations and of racial, ethnic, religious, and gender prejudice
(Murray 2001).

Seventh, assume a mobilization—de-escalation cycle. Without compromises and
concessions the opponent’s base will be left with the impression that their party’s
participation is not justified and can revert to mobilization and hostilities; one
needs to make a means/end distinction between “power” and “interests” and
“position” and “interests,” as Meyer said.

Eighth, control the environment, and enter negotiations only with credible parties
and commitments. Frame negotiations as cooperative and not as a distributive
game; distributive negotiations undermine trust. According to Maharaj, it is cru-
cial to work out consensus and tie-breaking mechanisms—that is, when to decide
by unanimity and when to apply “sufficient consensus,” or fractional majority;
such procedural tools will prevent noncooperative small players from exercising
a veto and derailing the process.

Ninth, work with multitrack negotiations channels and “switch tracks when an
impasse is reached” remarks Maharaj. When CODESA stalled, the ANC and NP
opened a direct two-party negotiation channel, before later returning to multi-
party negotiations. Use third-party mediators, for example, in the case when IFP
was brought to the table and to participate in the elections.

Sharing the South African experience can inform deep reforms and transi-
tions in postconflict countries, or in countries with intensive internal racial,
ethnic, and linguistic divides. The South African experience can fit well coun-
tries with a deep split between a large dominant majority and many small groups
aspiring to equality, fundamental rights, and democratic governance. Another
application of South Africa’s experience can be in countries with significant ter-
ritorial fragmentation in pursuit of balanced central versus local authority. Many
lessons from South Africa have already informed and helped constitutional
reforms and postconflict transitions in Afghanistan, Central Asian countries,
Indonesia, Iraq, Kenya, South Sudan, Sri Lanka, and Ukraine. Experts from the
negotiations teams in South Africa have provided advice to Liberia, Libya,
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Nepal, the Philippines, Sierra Leone, Myanmar, South Sudan, Sudan, Tunisia,
and Zimbabwe.

According to Madonsela, the South African constitutional experience needs to
be studied by the new generations of South Africans as a source of inspiration for
the “many rich lessons about how to engage from the position of moral strength
and will for change” It is a great success story about how putting limits on
authority opened space for social self-organization, citizens’ energy, and a lateral
common vision about a new desirable future, compared to the narrow partisan
loyalties. This experience can still teach lessons about accountability, contestabil-
ity of decision making, and partnerships to hold the state accountable on its
delivery promise for good governance.

No constitution is ever finished, and the pursuit of the core ideals it enshrines
is a protracted process. The desire for shared knowledge about how to build
nationhood, create shared vision, negotiate a social contract, and reestablish faith
in the goodness of the “other” remains a perpetual need.

Notes

1. The Constitutional Court approved the final Constitution on December 4, 1996. The
Constitution came into effect on February 4, 1997.

2. First-generation rights encompass civil and political rights. Second-generation rights
deal with entitlements to housing, health, education, and health care and other social
and economic rights. Third-generation rights, also known as “solidarity rights,” include
the right to peace, a healthy environment, and development. Fourth-generation rights
are considered to include gender and communication. Third- and particularly fourth-
generation rights are under debate in international law, and not yet fully recognized.
First-generation rights are largely considered “negative rights” (that is, protections are
needed to ensure against their infringement). Second-, third-, and fourth-generation
rights are “positive rights.” They place a duty on the state to provide (see Sachs 2009).

3. The legal system in apartheid South Africa was a mix of Roman-Dutch law and ele-
ments of English law. During the apartheid, South Africa had little interest in interna-
tional or comparative law.

4. In August v. Electoral Commission and Others 1999, Justice Sachs ruled that, if the state
can deprive a prisoner of a right to vote, “In a country of great disparities of wealth and
power it declares that whoever we are, whether rich or poor, exalted or disgraced, we
all belong to the same democratic South African nation; that our destinies are inter-
twined in a single interactive polity.... Universal adult suffrage on a common voter’s
roll is one of the foundational values of our constitutional order” (Sachs 2009, 122).

5. ANC's historical positions in support of freedom, rights, and a democratic form of
governance were formulated in three framing documents: the 1942 African Claims
document, the 1955 Freedom Charter, and the Constitutional Principles for a
Democratic South Africa of the 1980s.

6. The first version of a bill of rights in South Africa was the Freedom Charter, adopted
by the Congress of the People at Kliptown on June 26, 1955.

7. De Klerk attempted to reform the apartheid system by restoring South African
citizenship, involving black communities in decision making, offering full black
ownership, and providing uniform identity documents (Burdzik and van Wyk 1987).
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. Many countries in Latin America and Southern and Eastern Europe pursued hybrid

approaches of transitional justice (Popovski and Serrano 2012).

. According to Mac Maharaj, the NP sought a guaranteed amnesty for the security

forces and the army in order to ensure a peaceful and orderly transition.

The ANC established the objectives of the negotiated settlement in the Harare
Declaration, adopted by the Organization of African Unity in 19809.

In these agreements, the NP accepted the ANC demands formulated in the Harare
Declaration and agreed to release all political prisoners. The ANC committed to sus-
pend the armed liberation struggle.

The convention broke down the main objective into committee work organized
around five issues: political freedoms, constitutional principles, transitional govern-
ment, homelands reintegration, and the time frame for the transition.

The NP strategy sought veto powers, which also according to Roelf Meyer “aimed to
preserve NP’s superiority in the negotiations” by raising the ceiling for required
majorities to 70 percent for a regular decision of the Constitutional Assembly and 75
percent for decisions on the bill of rights (Motala and Ramaphosa 2002).

After violent clashes between the IFP and the ANC and the descent into a civil war,
Mandela and IFP leader Mangosuthu Buthelezi called for international mediation over
the status of KwaZulu-Natal; soon afterward, eight IFP marchers were killed and 84
injured outside the ANC’s headquarters. The Afrikaner Resistance Movement (AWB)
commandos sent to protect Bophuthatswana’s leader were killed on camera. The IFP
decided to take part in the election at the very last moment, after mediators brokered
an agreement.

The MPNF structure included a negotiation council, a planning committee, seven
technical committees, and two commissions.

An example of the inclusive spirit of the Constitution is its recognition of 11 official
and 4 unofficial languages, together with “all languages commonly used by communi-
ties in South Africa,” including languages used for religious purposes (see Chapter I,
“Founding Provisions”, Section 6 (5b) of the 1996 Constitution of South Africa).

More than 7 million copies of the Constitution were distributed, in all 11 languages
(see the website of the Constitutional Court of South Africa at http://www
.constitutionalcourt.org.za/site/theconstitution/history.htm).

Mandela once remarked that “historical enemies succeeded in negotiating a peaceful
transition from apartheid to democracy exactly because we were prepared to accept
the inherent capacity for goodness in the other”

In November 1992, the ANC National Executive Committee adopted a strategy
paper (“Strategic Perspectives”) that reflected the shift in its position toward compro-
mise and offered these concessions.

The debate behind this compromise was about the choice between federalism and
unitary nationhood or between consociationalism advancing a federated state to
entrench group rights versus liberal citizenship (bill of rights). Under a consociational-
ist agenda, the NP and IFP tried belligerently to advance federalist proposals, ranging
from confederation to territorial federation and racial federalization. The unitary state
proposals, offered by the ANC, were anchored in the supremacy of the Constitution
and the Bill of Rights, drawn from the experience of other liberal democracies for
establishing a single polity with effective checks against excessive state powers (from
interview with Albie Sachs; see also Sachs 1997).
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29.

The creation of a Boer homeland would have been unacceptable to the ANC and
almost inevitably have led to armed conflict. General Viljoen could have mobilized a
force of 50,000 men. A committee of retired generals with local provincial branches
had been established. Mandela’s instinct averted a devastating scenario by offering the
general a constitutional option, which Viljoen took.

. The established constitutional literature insists that constitutions should be the high-

level framing documents committing everyone to rules rather than outcomes. Policies
should be dealing with the latter.

See Chapter 2 of the Constitution; only a 75 percent supermajority can amend the
Bill of Rights.

The justification for socioeconomic rights rests on the Universal Declaration of
Human Rights (1949), the liberation struggle legacy, and the need to “redress patterns
of disadvantage,” according to Justice Sachs.

Chapter 2, Section 7(2), and Chapter 9 of the Constitution create independent insti-
tutions to support and protect the system of democratic governance (the South Africa
Human Rights Commission; the Electoral Commission; the Commission for the
Promotion and Protection of the Rights of Cultural, Religious and Linguistic
Communities; the Commission for Gender Equality; the Auditor General; and the
Public Protector).

According to Mac Maharaj, General Viljoen had set up camps in Angola for detaining
the ANC leadership after introduction of martial law to preempt the first democratic
elections.

About 30 countries in Latin America and Eastern Europe attempted different “transi-
tional justice” approaches. Many countries introduced punitive solutions, from crimi-
nalization of perpetrators to lustration and limitation of political rights and civil rights.
South Africa chose reconciliation over justice (see Popovski and Serrano 2012; and
Hayner 2010).

Survey conducted regularly by Institute for Justice and Reconciliation, http://www.ijr
.org.za/political-analysis-SARB.php.

According to Justice Sachs, the father of South Africa’s Bill of Rights, the ANC pro-
posals and later versions of the Constitution drew heavily on the Universal Declaration
of Human Rights (1948); the European Convention for the Protection of Human
Rights and Fundamental Freedoms (1950); the International Covenant on Economic,
Social and Cultural Rights (1966); and the International Covenant on Civil and
Political Rights (1966). Inspiration also came from national sources, including South
Africa Freedom Charter, Canada’s Charter of Rights and Freedoms, and the German
Basic Law. See also Sarkin’s (1998) analysis, on the effects of constitutional borrow-
ings on the drafting of the South African Constitution.
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Conclusions: Lessons on Policy
Making and Implementation

Introduction

South Africa has been on a remarkable transformational journey since the dawn
of democracy in the country in 1994. The country has embarked upon multiple
social, economic, and political transformations to help improve the lives of its
people. The deep-rooted challenges of high poverty, inequality, and structural
unemployment required public interventions in a broad array of economic
sectors. It also required providing better access to, and quality of, social services
to previously underserved population groups. In all cases, this required building
new inclusive institutions, or strengthening existing ones, in ways that reflected
the needs of the majority of the population.

The twelve case studies of institutional reforms presented in this book dem-
onstrate not only the why and what of these changes but also, more important,
how South Africa has developed policies, management systems, delivery mecha-
nisms, and capacities that have had notable success in improving public service
delivery. This is about developing inclusive institutions in a constantly changing
and challenging political environment. Although substantial challenges still
remain across a broad range of areas, these case studies highlight selected areas
where the development of inclusive institutions for service delivery has been a
reality and a hallmark of government action.

Each chapter provides an analysis of the policy-making and implementation
process, drawing important lessons about how policies were made, how consen-
sus was built, how obstacles were overcome, how implementation took place,
and how inclusive institutions were developed. This chapter presents the eight
cross-cutting lessons that were critical to the success of the reforms studied,
as well as the challenges and risks inherent in the progress to date.

This book is about South Africa’s story. The challenges the country faced—in
building a budget and intergovernmental fiscal system, improving access to
economic and social services, and providing support to the poor and the
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marginalized—are all needs that are common to other countries in the region
and beyond. Although the experiences reflected in this book are unique to
South Africa, the cross-cutting lessons derived from them are universal. These
lessons are about the “how-to” of developing effective and inclusive institutions
for service delivery, which might be relevant for other countries engaged in
reforms on similar issues.

The South African story is very much about holistic approaches to institu-
tional reforms and getting the basics right. It is about creating virtuous cycles of
change that can drive the political economy processes. It is about using the exist-
ing reform space and, by creating quick wins, expanding this reform space to
pave the ground for further reform. However, there is no unique path or magic
solution to institutional reforms. On the contrary, the South African experiences
confirm the value of key reform ingredients that need to be well combined and
adjusted to the reform context to reach the intended reform outcomes.
Nevertheless, there are various nuances to the South African experience—as
seen in the way it exploited its unique reform space/opportunity, expanded it,
adopted pragmatic decision making, built upon existing capabilities, and pro-
vided appropriate incentives for institutional reform. Some of the reforms could
take place given the leadership of historic figures like Nelson Mandela and others
and the unique reform space of the post-apartheid years. However, the key mes-
sage for other countries is that the fundamentals of institutional reform matter,
both for policy making and for policy implementation, as the following success
factors underline.

Key Success Factors in Policy Making

Commitment to a Common National Goal

After the 1994 elections, there was a unique historic moment in South Africa.
A common sense of purpose drove all the stakeholders: to develop a new
South Africa that would work for its citizens. The government and the economy
had to respond to the needs of all the people. The first democratically elected
president, Nelson Mandela, embodied a common national vision and goal that
people across boundaries were willing to commit to and make sacrifices for.
There was a sense of a special moment around this common national goal of
nation building, of developing a “rainbow nation” that serves one and all. The
needs were immense, poverty and inequality needed to be addressed immedi-
ately, and the call to public action was clear.

Political support was strong, popular support was broad, and expectations
were high. The type of institutional reforms needed to achieve the national goals
required creating incentives, systems, structures, and capacities and transforming
the mind-set of public officials to create a culture of service, in which people
came first. Such a focus on the national goal of a new, inclusive South Africa
meant putting past barriers behind, moving beyond ideology and party lines to
agree on pragmatic solutions. It also meant showing willingness to make sacrifices
for the common good.
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The new Constitution was, perhaps, the best expression of the commitment to
a common national goal. In fact, it became the foundation for far-reaching
reforms. First, the constitution-making process itself was a good example of how
the principles of inclusiveness, consensus building, and pragmatism were applied.
Second, it had a strong rights-based approach, enshrining key economic and social
rights. The institutional reforms discussed in this book implemented many aspects
of these rights, such as on access to social services and social grants. Third, the
Constitution provided for a new system of government, establishing three spheres
of government with concurrent powers in many areas. Fourth, the accountability
framework also derives from the Constitution, as reflected in the separation of
powers of the executive, legislative, and judicial systems with a clear system of
checks and balances. It also provides for the establishment of specific institutions
such as the Public Protector, the National Prosecuting Authority, the Auditor
General, and the Competition Commission, all important elements of the
accountability system. Although the legal framework governing these agencies is
well designed, the key challenge since 1994 has been the development, work, and
impact of these new accountability institutions, ensuring their independence and
effectiveness and, more broadly, translating accountability into practice.

Transformational Leadership

Transformational, strong, inclusive, and broad-based leadership at all levels
mattered. Strong leadership was exercised not only by politicians but also by
officials at all levels, showing a clear vision, technical expertise, and the drive to
make reforms happen. Common to the stories in this book is the historic leader-
ship initially provided by President Nelson Mandela, who showed the need for
transformational reforms that would be inclusive and provide economic and
social opportunities for all. His vision and his pragmatic and reconciliatory
approach were fundamental to bringing together people and helping break down
racial, economic, social, and other boundaries. Former minister of transport Mac
Maharaj recalls Nelson Mandela’s advice not to question the integrity of others,
to control the environment, and to establish personal credibility in negotiations.
It may not always have been the direct guidance from President Mandela that
prompted the reforms, but it was his call for principled, fair, and measured
approaches that made the difference. Even his writings from prison, for instance,
on the principle of majority rule to be reconciled with white minority demands
for structured guarantees shaped the mind-set of the African National Congress
(ANC) leaders tasked with the drafting of the Constitution.

President’s Nelson Mandela’s leadership was complemented by the political
leadership of ministers, agency heads, provincial leaders, and other senior policy
makers. Many of the people interviewed for this book were reform champions:
leaders and facilitators who empowered others and drove change to make
public services accessible to and work for all citizens. This is evident in how
former minister Trevor Manuel developed an inclusive process for the budget
formulation process and the integration of new provinces into the national fis-
cal system. His leadership style was consultative, inclusive, and empowering.
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Recognizing that the three spheres of government enshrined in the Constitution
had concurrent powers in many areas, he reached out to the new provincial
leaders, treating them as equals and earning their trust. Doing so created
immense buy-in across the spheres to the new intergovernmental system.
He lent considerable political authority to the reform process, making bold
decisions to implement the Medium-Term Expenditure Framework in his first
year as minister, and using his position to champion the reforms needed to
cement the system.

Leadership styles were different across the chapters, but these differences
were fundamental to respond to the respective organizational needs. Former
minister of public administration Zola Skweyiya talks about the persuasive
approach needed to overcome the difficulties in getting cabinet consensus on
a new and comprehensive social grants system, crucial for addressing the
common goal of reducing poverty and inequality. Former director-general of
social development Vusi Madonsela recalls former minister Skweyiya taking
senior managers to poor areas so as “to look poverty in the eye” and to motivate
them to accelerate reform implementation. When it came to reforming the tax
system, the leadership style of former commissioner of the South African
Revenue Service (SARS) Pravin Gordhan was critical in its organizational trans-
formation. His ability to attract qualified people with integrity, and empower
them, was among the most important factors in the organization’s turnaround.
He had a hands-on leadership style, with a focus on problem solving. He person-
ally walked the floor to countless offices to see firsthand what worked and what
didn’t, setting an example of how things needed to be done. Former minister of
home affairs Dlamini-Zuma took a proactive approach and personally led the
implementation of the national ID system, and became the public face of the
reforms of her department. The strong leadership of the minister of health,
Motsoaledi, as evidenced by his ability to engage with civil society and key politi-
cal leaders to mobilize public support for the nationwide HIV/AIDS testing and
counseling campaign, was fundamental to the revitalization of the public health
sector and the success of the HIV/AIDS program. The statistical system and the
roads agencies developed as centers of excellence because of the sustained lead-
ership of their heads, Pali Lehohla, the statistician general for Statistics South
Africa (Statistics SA) and Nazir Alli, the chief executive officer of the South
African National Roads Agency Limited (SANRAL).

But it would be a mistake to think that the leadership that mattered was
always from the top. An enabling and empowering environment helped techni-
cal teams to exercise leadership and take institutional reforms forward. For
instance, in the case of performance monitoring and evaluation (M&E), the
system was a political creation but was developed by a technically strong and
committed team of individuals, under a leadership that gave them broad room
for maneuver to create new systems. They built alliances for support, both
within the then Department of Performance Monitoring and Evaluation
(DPME) and across departments, in order to make progress. The political
leadership supported them, but it was the technical team that actually drove
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forward the change. In the National Treasury, key players such as Andrew
Donaldson and Ismail Momoniat were fundamental to the new intergovern-
mental fiscal framework and the Public Financial Management Act. They
combined a longer-term vision, pragmatism, strong technical expertise, and a
collaborative approach to drive change.

Consensus Building

Devoting time, money, and effort to developing and strengthening consensus
was central to developing broad support for institutional change. Perhaps the
process of constitution making was the ultimate in developing a broad consen-
sus on the foundations for the new state. The practice was to seek full consensus
among all the parties through discussion until agreement was reached. In some
cases, the process took a lot of time, but it also helped build trust, and ensured
that all options were explored and analyzed and the most suitable position
of that moment in time could be found. In very rare cases, such as for determin-
ing the date for the elections and for adopting the interim constitution, a
“sufficient consensus” strategy was used, which declared consensus achieved if
the principal actors were in agreement on a proposal. According to the coleader
of the constitution-making process, Roelf Meyer, the “inclusive nature of the
process was key to developing the trust and social relationships” that included
the creative use of both formal and informal processes of consultations. There
were the formal structures of different constitutional committees, which man-
aged large group deliberations. But there were also informal “retreats” and meet-
ings among key members that were equally important. There was a lot of focus
on teatime and creating time for people to engage informally to build trust and
facilitate compromises. Meyer recalls a fly-fishing trip with his then colead from
the ANC and now current deputy president of South Africa Cyril Ramaphosa
and the importance of the communication channels established between them
that lasted for three months while the negotiations came to a complete halt in
1992. Both contributed to building mutual trust and respect.

Consensus building became a defining feature of the success stories for several
reasons. First, there was the recognition that an inclusive approach was key to
creating a broad support for the reform initiatives. Inclusiveness was key. There
was also a need to build bridges across different political and economic perspec-
tives and for agreement on the what and how of the key institutional reforms. For
example, the White Paper on Transport Policy included extensive consultations
with more than 300 organizations and people from the transport industry, gov-
ernment, and academia. In the case of the South African Social Security Agency
(SASSA), there were differences and disagreement on the scale, effect, and sus-
tainability of the social grant system within the Cabinet. Creating representative
technical committees and building coalitions outside government, with faith-
based organizations and nongovernmental organizations (NGOs), helped build
greater consensus within government. Communication was key. At the
Department of Home Affairs, one challenge was how to gain public trust.
Adopting an internal and external communications plan for engagement with
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management, staff, and the public was essential to achieving buy-in and changing
perceptions about the department. This effort included giving feedback to staff,
acknowledging good work, and providing media briefings on progress.

Second, there was an enduring belief in negotiated outcomes. There was an
understanding borne out of the struggle movement and the negotiations for a
peaceful solution that, as former minister Mac Maharaj put it, “the strongest
thing is to listen to the other side, so as to unpack their fears and concerns.”
Constructive engagement, listening to others, building on their proposals, and
jointly working out common proposals were key elements of the consensus-
building strategy. Negotiating and understanding each other’s demands was
also an important step in consolidating the reform at SARS. More than 80
percent of the agency’s workforce was unionized at the time of the reforms.
The unions could have blocked the reform effort. But a strong culture of nego-
tiation meant that management and the unions talked through the issues for
eight months to craft an agreement for moving forward. The resulting Siyakha
Protocol developed a shared strategy and made it possible to overhaul the
agency. Unions and agency officials held a joint “road show” at their regional
offices to ensure employees and managers understood the details of the
changes they had agreed to.

Third, there was a clear recognition that consensus building was needed to
ensure sustainability and protect against policy reversals. The performance M&E
system built consensus around the importance of measuring performance to
improve public policy outcomes. Top-down imposition would not have worked.
What was needed was a persuasive approach to obtain sector buy-in and make
the reform last. High-level engagements with ministers, deputy ministers, and
directors-general on a collective or individual basis helped create greater support
and openly address concerns at the department level. National and international
workshops, trainings, how-to clinics, and other events helped create greater inter-
est, enthusiasm, and support for the system and strengthen technical capacity to
enhance demand for the different tools by DPME. Moving from a culture of
compliance to one of continuous learning and improvement helped confirm that
the system did not seek to control departments but rather to give them the tools
to continuously enhance their own performance.

Finally, creating consensus across the three spheres of government was critical
because the Constitution provides concurrent powers on many issues. For former
finance minister Trevor Manuel the creation of “Team Finance” brought together
the Members of the Executive Council (MECs) of finance from the provinces
(representing different political parties) with the National Treasury. This process
provided an inclusive platform that is now institutionalized as the Budget
Council for the national budget as well as the revenue and expenditure sharing
arrangements. Once matters were resolved between the MECs and the minister
and their staff in Team Finance, winning the political support in the cabinet sys-
tem was easier. Trevor Manuel explains how open discussion, consultation
grounded in data, and a focus on problem solving fostered “common purpose and
trust, helping overcome potential political obstacles.”
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Learning from International Experiences

Despite the unique nature of the South African post-apartheid environment,
policy makers drew heavily on international experience to inform their decisions
and undertook an analysis of the issues and different national and international
options before taking decisions. The government recognized that drawing on
good international practices, and adapting them to the country’s needs, was
essential for development.

Examples abound of how international experiences on what worked and what
did not influenced the institutional design and implementation mechanisms of
South African institutions. For instance, the National Treasury subjected all local
work on the intergovernmental system to international peer review. This not only
built local capacity but also resulted in a judicious mix between local and inter-
national, civil society, and government expertise. Peer reviews by international
consultants were also used to resolve methodological disputes in different statis-
tical outputs produced by Statistics SA, ensuring that the products not only were
credible domestically but also met international standards. Likewise, in analyzing
different international organizational models, New Zealand strongly influenced
the establishment of SANRAL. Although the agency model was replicated in
several areas, “not all were successful, demonstrating that no one-size-fits-all
model works,” according to Mac Maharaj. The design and structure of SASSA
was modeled after the Australian social grants payment agency. The development
of SARS drew upon the Swedish experience, as former commissioner Pravin
Gordhan recalls. The national evaluation system followed an evidence-based
analysis of national needs and built on the experiences of Chile, Colombia,
Mexico, and other countries. In the constitution-making process, “the notion of
cooperative governance was borrowed from the Canadians and the fundamental
principles of the state in the Constitution were inspired by the Directive
Principles of the Indian Constitution,” notes Roelf Meyer. The constitutional
choice for a unitary state emerged after a review of several federal state and other
models, including Australia, India, the United Kingdom, and the United States,
which led policy makers to conclude that federalism posed strong risks for
fragmentation.

Global trends toward transparent budgets, new public management approaches,
performance monitoring, and greater accountability also helped shape the
reform agenda. The design of the M&E system was also enriched by international
good practices. Instead of reinventing the wheel, the DPME team felt it wanted
to learn as much as possible from other countries before designing its system.
International visits were undertaken to more than ten countries to analyze their
national M&E systems and to learn both from their successes and explicitly also
from their failures. Study tours were well prepared and followed up and helped
avoid much more expensive mistakes in design and implementation and thus
proved to be a very strategic investment. DPME continues to play a strong role
in international exchanges in building on what others have done, and it was able
to access good practices, adjust them to the local context, and proceed rapidly in
the design of new systems.
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The international trend toward greater transparency helped make transpar-
ency a key reform ingredient that became a model for other countries, for
example by including service delivery and performance-oriented information in
the budget process, increasing the budget coverage and comprehensiveness, and
introducing medium-term budgeting. International expertise, such as from the
International Monetary Fund (IMF), the Austrian government, and top foreign
universities, was drawn on to help design the budget system and the intergovern-
mental framework. The new budget system was to be among the top-performing
systems worldwide, and building on other countries’ experiences helped ensure
a technically solid design, allowing South Africa to regularly achieve top ranks in
the Open Budget Index. Statistics SA has become an institution that creates and
promotes transparent and high-quality information and features products that
are recognized globally. It plays an important regional role in improving statistical
systems in Africa, leading the Reference Regional Strategic Framework for
Statistical Capacity Building and the Africa Symposia for Statistical Development.

Key Success Factors in Policy Implementation

Promoting Inclusive Institution Building
Inclusive institution building emphasized two main points: first, creating new
inclusive institutions, and, second, ensuring inclusive staffing.

First, the organizational changes were key in several reform cases highlighted
in the book, most notably on the intergovernmental framework (Financial and
Fiscal Commission [FFC]), tax administration (SARS), performance M&E
(DPME), social grants (SASSA), biodiversity (South African National Biodiversity
Institute [SANBI]), and national roads (SANRAL), among others. Policy makers
realized that, in order to push through the intended reforms, the current institu-
tional setup was insufficient. In some cases, there was a need for more informal
new institutions that could lead the reforms, such as the informal Team Finance
and FFC, to bring forward the reforms. In other cases, creating new institutions
helped to start from scratch without the resistance to reform that might be found
in some of the existing institutions. In other cases, an institution that was at arms
length or more private sector inspired (SANRAL) could be better placed to
attract funding and maintain certain autonomy, and was therefore seen as the
more appropriate organizational form. Likewise, the creation of SANBI allowed
for a more community-focused approach while including a greater focus on
income generation through its commercial activities. New mandates, structures,
and organizational forms helped generate a sense of reform and of urgency. They
also provided greater reform flexibility. More strategic decisions could be taken
for the new institutions, more strategic mandates and roles could be envisaged,
and different types of new service delivery models could be designed, with less
resistance to change. The new institutions formalized reform objectives and gave
policy makers the foundation, tools, and structures to accelerate the necessary
reforms. They also deepened the reform momentum and were able to attract
new staff, ready to roll up their sleeves to take on new responsibilities for the
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good of their country. As different as all these institutions were, they all became
vehicles for reform, the shell in which all other factors (leadership, consensus
building, staff, policy, and politics, to name a few) were combined, differently in
each of the cases, allowing policy makers to carry out more ambitious reforms,
such as in the case of SASSA and DPME.

Second, people were key to the design and implementation of policies. As part
of the constitution-making process, South Africa made the political decision and
provided sufficient funding to attract new staff and maintain continuity of key
existing staff in the public sector. This was done with the explicit goal of avoiding
large layoffs and political polarization. The challenge was to keep the veteran
staff who had strong knowledge about the institution and the area of expertise,
yet to make institutions more inclusive and bring in a new cadre of staff often
with less experience. For former commissioner Pravin Gordhan, the transforma-
tion of SARs was achieved by twinning younger black officials with senior man-
agers to provide on-the-job training. A more diverse workforce was brought in,
with opportunities for promotion to management. This strategy transformed the
racial structure of the agency. For Statistics SA head Pali Lehohla, an overarching
goal guiding the transformation of Statistics SA was retaining senior skilled indi-
viduals and attracting and training new staff with the critical skills needed for the
agency.

The choice of new staff was very important to former transport minister Mac
Maharaj as he sought to transform the transport department. He undertook “a
detailed mapping and scoping of talent, to develop a professional core, and select
managers with people management skills.” The emphasis was “not to let politics
overwhelm professionalism.” Many departments, such as Home Affairs, created
in-house training courses to train new incoming staff. Some, such as SANRAL,
worked with universities to create specialized courses for students to enhance
the pool of potential recruits and to encourage technical training at universities,
such as a mandatory specialized MBA course for senior provincial managers
offered by the University of Witwatersrand.

The quality of management also needed to be fundamentally strengthened.
Managers and staff were not used to operating as a team. At the Department of
Home Affairs, management met only at the deputy director-general and higher
level. Regular meetings needed to be instituted, including with provincial
managers so as to create a sense of shared purpose. Trevor Manuel instituted
biweekly meetings with his management staff so they could air problems.
Ms. Dlamini-Zuma refers to the “first 500,” a meeting for the top 500 managers,
to discuss common issues and promote interaction between regional and national
managers. She also encouraged performance, ranking offices according to perfor-
mance and promoting exchanges between the best and worst performers.

DPME recruited strong technical staff who were often trained in house and
on the job. It provided leadership positions to help build a new cadre of manage-
ment from in-house positions. Incentives included opportunities for staff to fur-
ther develop their skills, for instance, access to further education and training;
financial and nonfinancial incentives for good performance; and disincentives for
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poor performance (perform or move, a soft application of the “up-or-out”
principle). A specialized unit set up for capacity-building purposes has designed
a capacity-building strategy, conducts workshops and trainings, and has created a
community of practice.

Transforming staffing also meant creating a sense of identity, an attractive
corporate culture, and a sense of pride in work. This was noticeable across the
board, in areas such as statistics, tax administration, roads, and budget manage-
ment and in national identification documents. The professionalization of SARS
and the improved work conditions transformed it into an employer of choice.
SARS was quite creative in establishing a new corporate culture. It used com-
munication and mass mobilization skills acquired during the previous two
decades and applied them to institutional reforms. The management culture—in
fact, the entire corporate culture—was changed. This was illustrated by a move
from an inward- to an outward-looking institution, with a more client-centric
culture. Service delivery improvements included establishing relationship man-
agers for key sectors, creating call centers with a high first-time resolution rate of
complaints, and the increased use of information technology (IT) tools, such as
e-filing and e-payments.

Creating Virtuous Cycles with “Quick Wins”

In a climate of having achieved the impossible and a spirit of euphoria for the
possible, policy makers had to respond quickly to the long-denied needs of the
population. It all started from leadership and the sense of national purpose (see
figure C.1). The new leaders were driven by a sense of urgency. This came from
a desire to respond to the dire needs of the people who had suffered for so long
and for whom the fruits of their sacrifices had to show in improved living condi-
tions. But many of the leaders themselves had come from humble backgrounds
and had suffered incarceration and torture during the apartheid era. This rein-
forced the deeply felt need for immediate action to undertake fundamental
organizational changes in key institutions. Strategy development was important,
but so was the need to be pragmatic and avoid getting caught up in ideological
battles. The focus was on implementation and quick results, which were essential
to reinforce the political support and fuel the momentum for change. In effect,
success was in creating a virtuous cycle of change with “quick wins.”

A sense of urgency in addressing the needs of the population drove the
changes. In the case of social grants, for former minister Zola Skweyiya, time was
of the essence in developing an effective social grant system because poverty was
deep and the poor had a constitutional right to receive support. Regarding
national roads, former transport minister Mac Maharaj reflects on how the urgent
need for setting up a specialized road agency and putting it on a commercial
footing was driven by the long distances that many poor black workers had to
cover on a daily basis and the debilitating effect these commutes had on their
lives and finances. The acute poverty and inequality, especially in the townships,
had to be addressed as a matter of urgency. Similarly, for former home affairs
minister Dlamini-Zuma, delays in getting identification were denying citizens’
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Figure C.1 Creating a Virtuous Cycle of Change
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access to pensions and social grants and often forcing them into destitution and
even suicide. She recalls how she once camped out in a department office just to
make sure that the services were provided to a suffering citizen.

Adopting Pragmatic, Flexible, and Innovative Approaches

The adoption of flexible approaches to reform implementation proved to be a
main factor in moving forward with reforms and overcoming obstacles. The case
studies clearly highlight the adoption of pragmatic solutions. Notwithstanding
the ideological past of many of the policy makers, the solutions adopted and
implemented reflected the urgency of addressing the problems of the people and
learning from whatever works. There was a need to come together as a nation
and design and implement those policies that would achieve quick results.
The goal was not to design the perfect, academic model but to come up with
practical, effective solutions that responded to citizens’ needs and could also
generate broad support. For example, in the fight against HIV/AIDS, pragmatic
solutions such as the antiretroviral treatment (ART) ended up triumphing over
more ideological approaches.

In most cases, an experimental, innovative, learning, and adaptive approach
was adopted. The flexible approach to reforms provided scope for improvements
to develop over time in light of actual experience. Instead of a rigid legal frame-
work establishing DPME, a more flexible cabinet decision was sought that would
allow the young institution to grow and evolve according to future needs.
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DPME’s management arrangements were set up in a flexible way, promoting
further evolution of thematic areas, effective collaboration between units, and
staff mobility between units and the creation of new units and tools as the need
emerged.

The ability to manage dynamically was also a key factor of success for SASSA,
which regularly redesigned its business processes and systems to address obsta-
cles effectively. Sometimes, innovative management practices were a result of
creative energy, for example, through the independent initiatives of the branch
managers or technical staff. As Minister Pravin Gordhan said, “You drive from the
top in terms of intent and example, but most organizations will have activists if
you give them the space to pick up that and add their own variations.” Once a
good practice was set, it spread throughout the institution and people began to
innovate in their own way. This happened in SARS’s front offices, where small
innovations on greater client orientation (for example, a different way of organiz-
ing queues or simply serving hot coffee to people waiting outside an office on a
cold morning) had a great impact.

Flexible approaches were also about learning from failures. The story behind
these cases is not always just about immediate “success” but also about too many
different failures that generated a wealth of experiences to redesign the reform
path. The failures allowed rethinking both policy design options and implemen-
tations options, and were often a necessary process that helped pave the way to
the achievement of the reform outcomes. They were thus a crucial element of
the “how-to” of reform. The success of the ART program was the result of years
of failing to roll it out and effectively reach people. The majority rule and the
bill of rights granting equal citizenship to all in the constitutional reform were
results of several different failed attempts to reach consensus. Failures have trans-
formed all stakeholders along the reform process—leaders, institutions, staff, and
citizens—and, instead of discouraging them, gave them new ideas to make things
happen. And finally, as pointed out in each chapter, there are still important chal-
lenges on the way forward in many reform areas that in some cases actually risk
undermining the success achieved so far (for example, SARS).

Strengthening Transparency and Accountability

The objectives of transparency and accountability were central features of the
transition to democracy. They are recognized in the new Constitution that
started to change the structure, distribution of power, and management of public
resources in South Africa. The principles of transparency and accountability have
guided the National Treasury in formulating the laws, practices, and procedures
that govern public finance, resulting in a more transparent and credible budget
process. The creation of a cutting-edge performance M&E system was an impor-
tant step toward enhancing the quality of public services in key areas by using
tools and information to enhance accountability across government. Although
the production of information (in terms of both the budget process and institu-
tional performance) has been fruitful, the use of this information to ensure
system accountability is still a major challenge.
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As many chapters showed, simple and clear accountability arrangements were
key to getting things done. First, a main element was clear decision-making struc-
tures in the respective organizations and the enforcement of decisions. The
Public Finance Management Act was a huge step forward in promoting account-
ability of the intergovernmental fiscal system. Its premise was to “let managers in
all spheres manage but hold them to account” in the words of Ismail Momoniat,
deputy director-general of the National Treasury. The act shifted responsibility
for the management and use of resources from the center to managers in spend-
ing departments and agencies of each sphere. It set out who in the spheres was
responsible for putting in place processes and procedures, what these should
achieve, and how these results should be reported and monitored. Enforcement
was as important to ensure accountability. Momoniat recounts that in the early
days “people were scared of the sanctions and took them very seriously. If you
did not deliver, there was trouble.”

Second, the problem of massive corruption had to be addressed urgently. The
Department of Home Affairs was beset with fraud. Nurses worked with crime
syndicates to register false births in order to enable access to grants, and officials
colluded to issue false IDs to fraudulently access pensions and other payments.
Officials would take turns going on leave and pass on their computer user codes
to others in the syndicate to do fraudulent work. Similarly, at Johannesburg’s
international airport, criminal syndicates would smuggle foreigners into the
country. The creation of a special investigative unit in Home Affairs, the restric-
tion of access by the use of finger print identification tools, the use of technology,
and very public arrests and indictments helped. At the airport, a group of 300
immigration officials were replaced by trained defense forces staff, and the
enforcement of the immigration system was systematized to prevent abuses.
Former minister Dlamini-Zuma recounts how many observers thought that this
could not be done, but that with strong political will the government was able to
address this problem proactively. Preventive anticorruption communication and
demonstrable cases of consequences sent a very strong signal to everyone that
corruption was unacceptable. SANRAL implemented a fraud and corruption
policy with the objective of protecting its revenue, assets, and reputation, includ-
ing an independently operated fraud hotline service operated by Tip-Offs
Anonymous. Although corruption is still a major concern across institutions,
these mechanisms have set examples of how to reduce opportunities for corrup-
tion if there is accountability—in this case, political will and technical know-how
to do so.

Third, the use of IT systems to fight corruption was very important. Online
applications for passports and the easy and real-time registration of births by
connecting hospital registration to Home Affairs registration of newborns helped
reduce opportunities for corruption. At SARS, IT systems, such as electronic tax
declarations and other tools for administrative simplification, helped reduce cor-
ruption between officials and taxpayers. When the Department of Home Affairs
was struggling with capacity challenges, SARS provided IT support that helped
it to address the challenges and introduce new tools.

Making It Happen - http://dx.doi.org/10.1596/978-1-4648-0768-8

223


http://dx.doi.org/10.1596/978-1-4648-0768-8

224

Conclusions: Lessons on Policy Making and Implementation

Increased information sharing was another reform element promoting
transparency. The role of the media was central to promote such transparency
policies, on the basis of broad public consensus. Much of the negotiations on the
constitution were conducted under the public gaze, with immediate reporting in
the media. Policy makers often appeared on the news to discuss the reform status
and received feedback from citizens. Former home affairs minister Dlamini-
Zuma recalls that her Cabinet colleagues and department staff were surprised
when she decided to appear on a monthly call-in radio show to listen to the
concerns of the citizens, involve them in providing solutions, and explain what
the government was trying to do. These activities helped build trust and move
toward a more responsive, constructive engagement with citizens. The media also
played an important role in increasing consensus on the reform of social grants.
By sharing information about the incidence and depth of poverty around the
country, and on reform plans and progress in implementing them, the media
helped make the point for the need for reform. In terms of parliamentary trans-
parency, Minister Pravin Gordhan notes how the openness of parliamentary
committee meetings was agreed upon as the rule, not the exception.

Risks to Sustainability

The institutional reforms documented in this book have been transformational.
This book has covered only a selected number of case studies. There are other
successful areas as well as many failures and shortcomings, which have not been
documented here. The basic hallmark of the experience documented is the cre-
ation of inclusive institutions, which have improved public service. Some have
taken more time than others, but they have all developed with the active lead of
the state and the participation of its citizenry.

While a lot has been achieved in the areas documented in this book, there are
risks to their sustainability that need to be managed lest they undermine the
gains to date. There are two main sources of risks.

First, there is the risk of complacency. Institutional reforms have to be an
ongoing dynamic process, endogenous to the changing environment in order to
stay relevant to the changing needs of society. For instance, although budget
transparency has been achieved, further reforms are needed to ensure budget
efficiency to achieve the desired outcomes. A continued focus on implementa-
tion and on maintaining the pragmatic, flexible, innovative approach to institu-
tional change is needed. Complacency risks stagnation, capture by vested
interests, and ultimately decay in the change process.

Second is the risk of the perceived weaknesses in the systems of accountabil-
ity. Policies, systems, and tools for greater government performance to deliver
economic and social goods have been created. The institutional reforms have
helped bring much information to the public eye and enhance transparency.
How this information is actually used for greater internal and external account-
ability, to ensure that the institutions and systems created can have the desired
impact, is essential to get the full benefits from these changes. Accountability
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means that there have to be clear consequences for poor service delivery, the
abuse of authority, and the misuse of funds and corruption, which would, over
time, corrode the institutional gains made. Transparency is critical to the pursuit
of accountability but not sufficient by itself to ensure it. The key question then
is how this transparency dividend can be turned into an accountability dividend.
This is a key risk and challenge for the institutions discussed in this book.

The Final Word

South Africa’s history has been unique. So has been the development trajectory
since the birth of the new democracy in 1994. This is still a very new democracy
by global standards and one that is still evolving. So is the South African experi-
ence then replicable in other countries?

The answer to this question is an irrevocable yes—but with due adaptation to
country-specific situations. The challenges the country faced in providing social
support to the poor and the marginalized, developing an effective system for tax
administration, preserving its precious biodiversity, strengthening its statistical
and budgetary systems, developing its road network, providing for a unified inter-
governmental fiscal system, and, above all, anchoring the state in a solid consti-
tutional system are all needs that are common to the comity of nations.

The eight cross-cutting lessons derived in this book are unique to South Africa
and yet universal. These lessons are about the how-to of developing institutions
of excellence, not only in the design of public policies but also in their delivery.
The precise design features of institutions a particular country may wish to
develop may be different, as may be the links with other institutions and the
sequencing of implementation; but the overall thesis of putting “people first” and
using it to drive the creation of inclusive institutions is applicable to all.

But South Africa’s experience documented here speaks not only to the rest of
the world but also to the South Africa of today, which is still struggling to
improve public services for its citizens, especially the poor, in many critical areas.
There are many other challenges that are beyond the focus of this book, includ-
ing inequality, unemployment, and social sector outcomes. The lessons from
yesteryear also hark to the policy makers of today, and bring valuable wisdom
and experience that can help create the South Africa that is true to the aspira-
tions of all its citizens.
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