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 Everyone wants to increase efficiency of public spending

 Increased efficiency is self-evidently a good thing

 It is achieved by maximizing output within a budget constraint

 Maximising output is a challenge 

 political will

 excellent data on costs and outputs – fine resolution

 effective systems of accountability

 A number of overlaying factors conspire to reduce efficiency

 This is the key lesson from PERs – I’ll explain in this presentation

2

Introduction



 To be maximally effective and efficient, government needs to understand

 Programme performance: progress with specific policy initiatives

 Expenditure analysis: the full cost of policy decisions 

 Cost modelling: evaluating policy scenarios in an uncertain future, new 

policies

 Presidency and NT need rich & detailed information - data that we can 

trust

 Information at the basis of joint discussions between DPME and NT in 

preparation for budget decisions

 Often PERs are the FIRST time a policy/delivery model is studied carefully 

from a public finance perspective
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What are Performance Expenditure Reviews? 

Why do we do them?
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PER methodology

Readily available 
information in existing 
systems in government

Programme and policy 
analysis

Expenditure analysis
Cost models 
Scenarios on policy 
parameters
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Urban Space

1 Housing programmes

2 Informal settlements

3 Social housing funding model 

4 Housing rental stock - provincial government

5 Public transport system in 5 Metros

6 Water and sanitation value chain

Rural Space

7 Micro Agricultural Financial Institutions (MAFISA)

8 Land restitution

9 Nature reserves - provinces 

10 Assessment of the biofuels incentive model

Higher Education & Training

11 National School of Government

12 PSETA

13 National Skills Fund

14 TVET

15 NSFAS

Costing the White Paper of Post-School 

Education and Training

16 PSET: International review

17 PSET: Expenditure and revenue

18 PSET:Costing (inclusive of cost model)

19 PSET:Funding and financing options

Basic Education

20 In-service training of teachers

21 School infrastructure delivery

Economic Development, SMME and Business 

Promotion

22 SEDA technology incubators

23
Science councils partnering with the private 

sector 

24
Government funding in Research, Development 

and Innovation

25 Industrial development zones (IDZ)

26 Artisan development

27 Roads expenditure - provinces

28 Car fleets - provinces

29
The cost-effective strategy for the rollout of 

broadband

Health and social development

30 NPO and social welfare registration processes

31 NAWONGO court judgement

32
Hospital catering, laundry and security services - 

provinces 

33 Health services revenue generation - provinces

34 Nutrition and food security for children under 5

Administrative Services

35 DIRCO foreign missions

36
Duplication of functions between DAC, PanSalb 

and CRL

37 Offices leases - national

38 Offices leases - provinces

39 Border management agency



 Policy is often drafted without adequate thought about cost and 

affordability

 Policy fails to think through alternative delivery models

 Delivery is often BOTH under-resourced AND wasteful

 Under-resourced, relative to policy commitments

 Wasteful, because there are more efficient ways of using the 

resources to achieve policy goals

 Achieving savings is very hard: when policy commitments exceed 

resources, then any reduction in a budget means reducing potential 

delivery

 Much too little attention to gathering data and ensuring 

accountability
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Core findings across PERs



Housing

 Between 2010/11 and 2012/13, government 

spent R45 billion on public housing 

programmes, delivering nearly 370 000 

units

 The number of units delivered is 

considerably lower than had previously 

been reported 

 The average cost of delivering RDP houses 

is higher than the subsidy provided, 

imposing costs on local and provincial 

government

 Costs mean that delivering units for every 

qualifying household in the country over a 

reasonable timeframe far exceeds existing 

allocations
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Policy does not consider cost and affordability



Post School Education and Training

 50 colleges & 26 universities; 1.7m enrollees; 

expenditure of R80bn (±70% from govt.)

 Rapid enrolment growth in last 5 years, but 

…

 …to meet NDP/White Paper goals (of % of 

young people in PSET system), spending 

would have to rise from 2.3% of GDP to 4.4%

 Only top 25% of households can readily 

afford costs

 The key driver of cost of the system is 

throughput rates: 

 40% failure rate means wasted resources and 

raises unit cost of producing graduates
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Policy does not consider cost and affordability



MAFISA

 R1bn programme provide micro-loans to 

small scale farmers, through financial 

intermediaries

 8% interest on loan, intermediaries carry 

risk of default, model inherently flawed -

only viable at less than 5% default from 

farmers, not realistic

 Mafisa ‘competing’ with other grant 

instruments

 Treasury withdrew Mafisa funds

 Waiting for repayment of outstanding 

loans, unlikely

 Unexplained transfers of large amounts 

to specific intermediaries
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Policy fails to think through delivery models and alternatives



INSET

 Problem –SA lowest results in 

international tests, teachers lack 

curriculum content and pedagogical 

knowledge, need training

 R12.3 billion p.a. + further R6.7 billion 

once-off capital infrastructure – provincial 

budget

 Detailed costing allowed for extensive 

proposals on saving - implement policy at 

R2.3 billion p.a.

 Train teachers in low performing schools, 

not all teachers - save R3.6 billion

 Train teachers during holidays, no 

temporary replacement teachers – save 

R1,5b
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Policy fails to think through delivery models and alternatives



Public Transport

 SA cities are very low density, long 

commutes, high transport costs requiring 

significant subsidies (R27bn in 2014/15)

 Although 66% of public transport usage 

minibuses, these receive only 2% of 

subsidies 

 Taxis are competitive despite lack of 

subsidies because they are more flexible but 

also because they avoid the costs of 

formality

 BRT special lanes constructed, take-up 

rates? Taxis?

 Changing demand patterns requires spatial 

reordering and densification
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Delivery is both under-resourced and wasteful



Office rental

 In sample of 1 000 leased office 

accommodation for national government

 60% of these leases were at above-market 

rates; average premium was 45% over 

market rate

 Seven tenants hold more than 50% of leases 

(by value)

 Government is ‘out-negotiated’ by private 

sector property owners, do not have skills, 

do not use data

 High rentals for low quality offices, no budget 

left for decent offices and service delivery 

centres

12

Delivery is both under-resourced and wasteful



Integrated nutrition programme
 Policy adopted by government

 Aimed at ensuring provision of nutrition to 

children

 R291 per child prevention

 R23 000 - R65 000 per child treatment in hospital 

 No dedicated programme

 18 programmes across govt, but most not 

solely for children

 Estimated R10.3bn spent on nutrition-relevant 

programmes in 2015/16, most through social 

grants

 Estimate that current spending is 30% lower 

than needed

 No structures put in place to coordinate or gather 

data
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Too little attention to gathering data and ensuring accountability



 Although, spending is often wasteful, budgets are not adequate to 

meet commitments, so even if spending efficiency is increased, 

there no money is released

 But even achieving efficiency improvement is difficult

 Even the most inefficient spending has beneficiaries who resist 

attempts to improve efficiency

 Often inefficiency is a result of poor management of staff performance, 

so the mechanism for improving efficiency (management) is part of the 

problem

 Requires greater accountability, as well as institutional/managerial/political will

 Hard to improve accountability if performance and expenditure data 

are poor, out-of-date or ambiguous
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Making savings is hard



 Will not be able to meet requirements of housing with present policy –

HH sizes are shrinking, give more attention to rental markets

 Taxis avoid the costs of formality, flexible and able to charge lower fares

 Social welfare services delivered through NPOs

 Business & Technology incubators best done through business and 

universities

 SPARK schools - lower pay than government teachers, but 

outperforming, why?
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We have to accept informality

Good policy bad implementation – false dichotomy

We have to adapt some of the delivery models



Thank 

you
Questions?
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There is a large gap between policy development and implementation

The performance information linked to budget programmes is  often not useful to managers responsible for the day to 

day delivery of public services. Not at the correct granular level.

There is often a lack of measures or indicators that can be used to monitor the actual implementation of key 

programmes of the department

Without a clear results chain, resources may be inefficiently allocated to activities that in turn may not lead to desired  

outcomes

 Costing is not regarded as part of the policy development process. In certain instances, partial costings were done 

later for purposes of asking National Treasury for funding. However, there is little sense of what the full cost of  

implementation programmes are and whether they are even affordable, or how they can be made to be more 

affordable.

A robust monitoring system, which provides disaggregated information and tracks performances at input, activity and 

output level, is needed for better managerial performance and accountability.


