Public Service Commission


[image: image1.jpg]



REPORT ON AN INVESTIGATION INTO

GOVERNANCE ALERT SYSTEMS IN THE 
PUBLIC SERVICE

SEPTEMBER 2008
[image: image2.jpg]Custodian of Good Governance




TABLE OF CONTENT
List of acronyms
¡v


EXECUTIVE SUMMARY
v
1CHAPTER 1: BACKGROUND TO THE STUDY


11.1
INTRODUCTION


21.2
OBJECTIVES OF THE STUDY


21.3
STRUCTURE OF THE REPORT


3CHAPTER 2: METHODOLOGY


32.1 
INTRODUCTION


32.2
SCOPE OF THE RESEARCH


32.3
INFORMATION GATHERING


42.4
LIMITATIONS


42.4.1
Limitations with Regard to the Interview Process


52.4.2
Limitations with Regard to Internet Searches


6CHAPTER 3: KEY FINDINGS


63.1
INTRODUCTION


3.2
WHAT CONSTITUTES AN EWS ON PUBLIC ADMINISTRATION IN THE 



PUBLIC SERVICE IN THE SOUTH AFRICAN CONTEXT
6

93.3
FUNCTIONAL EARLY WARNING SYSTEM: THE PRESIDENCY


3.4
IN-YEAR MANAGEMENT, MONITORING AND REPORTING SYSTEM  




(IYMM&R) SYSTEM: NATIONAL TREASURY
13

3.5
PUBLIC MANAGEMENT WATCH (PMW): THE DEPARTMENT OF  




PUBLIC SERVICE AND ADMINISTRATION (DPSA)
15

3.6
the public service monitoring and evaluation system (psme&s) 




of the public service commission (psc)
17
3.7 WHAT ROLE SHOULD THE PSC PLAY IN THE GENERATION OF EARLY



WARNING INFORMATION AND REPORTS ON GOVERNANCE
20

22CHAPTER 4:
CONCLUSION AND RECOMMENDATIONS


224.1
INTRODUCTION


224.2
CONCLUSION


234.3
RECOMMENDATIONS


24SOURCES



LIST OF TABLES 
Table 1:
Performance Indicators Included in the Functional Early Warning 



System of the Presidency
10

Table 2:
Exposition of the scoring of the PSM&ES and translation into 





percentages
18



LIST OF ANNEXURES
ANNEXURE A:
LIST OF PERFORMANCE INDICATORS ON PUBLIC ADMINISTRATION.
ANNEXURE B:
EXTRACTION FROM NATIONAL TREASURY’S DATABASE REFLECTING 

SUMMARIES OF DEPARTMENTS’ ANNUAL PERFORMANCE REPORTS 

SUBMITTED TO NATIONAL TREASURY.
ANNEXURE C:
SCHEDULE OF PRINCIPLES, VALUES, PERFORMANCE INDICATORS 

AND APPLICABLE POLICIES, REGULATIONS AND LEGISLATION OF THE 

PSM&ES 
LIST OF ACRONYMS

AG

Auditor-General
AR

Audit Report
DoRA

Division of Revenue Act
DPSA

Department of Public Service and Administration
ENE

Estimates of National Expenditure
EWS

Early Warning System
GCIS

Government Communications and Information System
HoD

Head of Department
IYM

In-Year Monitoring
IYMMR

In-Year Management, Monitoring and Reporting System
MTEF

Medium Term Expenditure Framework
MTR

Mid-Term Review
MTSF

Medium Term Strategic Framework
OECD

Organisation of Economic Cooperation and Development
PAs

Performance Agreements
PFMA

Public Finance Management Act
PMW

Public Management Watch
PSC

Public Service Commission
PSM&ES
Public Service Monitoring and Evaluation System
UN

United Nations
EXECUTIVE SUMMARY

1.
BACKGROUND
Through its oversight work, the Public Service Commission (PSC) has become aware of problems in departments.  Departments are also increasingly approaching the PSC for assistance as they try to address these problems and improve public administration.  The PSC is constitutionally mandated to investigate, monitor and evaluate the Public Service.  In performing its tasks and delivering on this mandate, the PSC has to, when the need arises, review, assess and advise on policies and processes implemented within the Public Service to ensure that service delivery is not compromised.  
Departments do not become dysfunctional overnight.  Instead, this often happens through a deterioration of basic administration and institutional work ethic with no action taken by those responsible for these areas.  If such deterioration could be identified by early warning data and attended to, the need for support interventions may be avoided.  The PSC, therefore, identified a need to explore, through a review of existing early warning systems on public administration, what an ideal early warning system for the Public Service should consist of, what governance indicators should be included and what role the PSC should play in generating and maintaining an early warning database. 

2.
METHODOLOGY

Three national Departments that have implemented early warning systems on governance were included namely, the Department of Public Service and Administration, National Treasury and the Presidency.  The transversal Public Service Monitoring and Evaluation System (PSM&ES) of the PSC was also included.  To ensure that all relevant departments and stakeholders were included, a referral process was used whereby interviewees were requested for referrals and all these were then followed up and where applicable, included in the project.

The research process applied in this study included information gathering and analysis.  Interviews were conducted with stakeholders such as selected universities, national departments and Productivity South Africa to obtain information on the monitoring systems that provide early warning signals on the Public Service.  Searches through the internet were also carried out to identify possible literature sources that could be used in the background study of the project.  

Key documents that were reviewed and analysed include documents on the PSC’s (PSM&ES), the Public Management Watch of the Department of Public Service and Administration (DPSA), the draft Functional Early Warning System of the Presidency and the In-Year Management, Monitoring and Reporting System of National Treasury.  Previous reports of the PSC were also studied to identify data sources that could feed into an early warning system.  
Limitations experienced during the research process of this study included limited available information on governance alert systems on public administration as well as the unavailability of such systems in the Public Service.  Furthermore, trends presented in most previous reports of the PSC did not comply with the requirements of suitable datasets to inform an early warning system and the data could therefore not be used.
3.
MAIN FINDINGS
The following were the key findings of the study:
3.1
What Constitutes an EWS on Public Administration in the South African 
Context (par 3.2, p 6 of main report)
An early warning system on Public Service governance can be defined as a system that provides real-time and accessible data on the performance of the Public Service, signaling specific areas where the performance is not up to standard and might even lead to a breakdown in services, if not attended to in time.  To ensure the correct diagnosis of the causal factors and to effectively counteract challenges experienced by departments, it is important to include indicators of performance at service delivery level. 

For an early warning system on public administration to be effective, such a system should comply with a set of principles
.  These principles include inter alia the use of an indicator-focused framework to review the performance of the Public Service, the pro-active identification of potential collapse in the performance of departments, it should be based on the interpretation of already and easy accessible information (systems), address challenges experienced by departments in a focused and colla-borative manner and provide departments with real-time systematised performance data for planning purposes.
To ensure that the correct areas are addressed in efforts to counteract the constraints experienced, indicators to be included in such a system must be carefully identified.  These should include performance indicators on service delivery (operations), financial and performance management, human resource management and leadership (management) and planning, strategy and governance indicators (governance).  For an example of relevant performance indicators to be used in an early warning system on public administration please see the proposed list developed as part of this study at Annexure A.  The data collected using these indicators also needs to comply with certain requirements, namely, availability, accessibility, validity, interpretability, comparability, and cost-effectiveness.  These requirements correlate with the attributes of idealised data sets identified by the Organisation for Economic Cooperation and Development (OECD)
.  The OECD attributes provide for relevance, availability, credibility, interpretability, coherence, accessibility and cost-efficiency.

3.2
The Functional Early Warning System of the Presidency (par 3.3, p 9 of 
main report)
The purpose of developing the Functional Early Warning System (EWS) of the Presidency was to make comprehensive early warning information available on an operational database on the performance of the Public Service.  During the first phase, the performance information of national departments would be captured.  It was estimated that this phase would be completed by March 2008.  During the second phase, the performance information of provincial departments and Public Entities will be captured.  All departments on national and provincial level will have access to the data contained in the system once it becomes operational.
The 30 preliminary governance indicators classified in the draft Master Sheet of the functional EWS of the Presidency are still subject to approval, but it already represents a suitable spread of indicators to be included by the PSC in a South African EWS on governance in the Public Service.  These indicators do meet the requirements identified by the PSC as essential to compile enough information to serve the purpose of an early warning system on public administration.  These also comply with the list of indicators compiled by the project team (at Annexure A).  The system already provides information on the key areas of management and operations.  Once fully operational, it will provide information on the performance of departments in terms of service delivery, financial and performance management, human resource management and leadership.  The system is not a closed one and allows for more governance indicators to be included, should the need arises. 

The Functional Early Warning System of the Presidency was found to be the most comprehensive early warning system currently in use in the Public Service.  It was further found to be best-suited for use by the PSC as an EWS on Public Service performance.  It was the only existing system compiling data using a comprehensive list of indicators on human resource, performance and financial and service delivery management.  It also compiles leadership data.  Since it makes use of existing systems to source data, data is more reliable and the turnaround times on availability of data is reduced compared to when it has to be sourced from individual reports or files.

3.3
The In-Year Management, Monitoring and Reporting System of National 
Treasury (par 3.4, p 13 of main report)
The In-Year Management, Monitoring and Reporting (IYMMR) System was developed by National Treasury to formalise the in-year management, monitoring and reporting processes that was required by the Public Finance Management Act
 as well as the provisions of Division of Revenue Act
.  The intention was also to develop a single process to satisfy these requirements and to meet the financial information needs of managers.  In terms of the latter, the system provided a “best practice guideline” to ensure that Accounting Officers scrutinise the financial information before it is submitted to the relevant treasury and use the output generated to improve the use of the limited financial resources entrusted to them in the delivery of services to communities.  Regardless of the legislative requirements, the monitoring of financial data is an essential element in managing the performance of any spending agency.  Unless managers receive appropriate financial information on the services for which they are accountable, effective management and governance is impossible.  Apart from financial information the system also provides 
comprehensive service delivery performance information, although only in quarterly reports.
The In-Year Management, Monitoring and Reporting (IYMM&R) System of National Treasury was found only to be partly suitable for purposes of an early warning system for the Public Service since the system mainly focuses on financial data.  The system also allows for certain programme-specific non-financial indicators to be reported.  However, the long lists of service delivery indicators against which each department has to report result in a very large system of performance data that is only suitable as a comprehensive reporting system but not as an early warning system.  
3.4
Public Management Watch: The Department of Public Service and 
Administration (par 3.5, p 15 of main report)
The Department of Public Service and Administration (DPSA) realized the need to create the capacity to proactively identify potential collapse in the management and performance of departments that could ultimately impact negatively on service delivery.  For that purpose, the Department developed, in collaboration with National Treasury, the indicator-based Public Management Watch (PMW) to diagnose the working environment within the Public Service and thereby enable government to implement proactive measures to minimize disabling factors.  The indicators draw on information from three primary sources, namely, PERSAL, In-Year-Monitoring (IYM) of National Treasury and the Audit outcomes from the Auditor-General.  As a result, the assessments are an interpretation of already available and accessible information.  This interpretation then leads to the identification of departments facing governance challenges.  For this purpose information is collected on sixteen (16) Financial and Human Resource performance indicators.  Service delivery was considered but in the absence of readily available information, it was excluded from the system.
The Public Management Watch was found to be inadequate as an Early Warning System for use in the Public Service since it focuses on Financial and Human Resource indicators only.  No indicators are included to measure service delivery performance.

3.5
The Public Service Monitoring and Evaluation System of the Public 
Service: Public Service Commission (par 3.6, p 17 of main report)
The PSC’s PSM&ES is a research instrument used by the PSC to generate evaluative data on the performance of the Public Service.  This PSM&ES focuses on assessing the extent to which departments comply with the nine values and principles of public administration contained in Section 195 of the Constitution
.  Given that these values and principles are normative in nature, they serve as the benchmark for good governance.  It is thus an appropriate framework for fostering good governance in the public sector.  

The data from the PSC’s Public Service Monitoring and Evaluation System (PSM&ES) can be used to identify the broad area where corrective action might be needed.  Details about the specific problems in the identified area will, however, have to be obtained from the various departments’ data systems to ensure that appropriate corrective actions are proposed to correct the specific problems.  Although the data from this system can be used to provide warning signals about the broad value areas as mentioned above, the approach of the system to report on the performance of departments during the previous year (as reflected in the annual reports) should be complemented by data on the current year’s performance.  There is a need for the system to ensure that it sends out timeous warning signals of poor performance in the broad value areas that can be defined as early warning signals.  Should it be possible to change the evaluation cycle of this system from a five year cycle to an annual cycle, the data would be more useful in an EWS. 

3.6
What Role Should the PSC Play in the Generation of Early Warning 
Information and Reports on Governance (par 3.7, p 20 of main report)
The PSC is already generating early warning data as part of its current oversight activities.  For example, the PSC collects data on the conclusion of Performance Agreements (PAs) by Heads of Department (HoDs).  This data becomes available early in the financial year and sends a message about strategic human resource management at the highest level of Public Service leadership.  The PSC needs to continue collecting and reporting on such information.  
However, it would not be necessary at this stage for the PSC to develop its own comprehensive Early Warning System on governance.  The Functional Early Warning System of the Presidency, once fully operational, would help compile early warning data on performance in the Public Service.  The indicators contained in this system are the ones for which data is available and accessible from existing systems.  This system collects data of the same nature across departments and facilitates the comparison of performance across the Public Service.  The implementation, maintenance and updating of an EWS is a responsibility that requires considerable capacity and investment of funds in terms of establishing new databases to feed into the system and also in maintaining the system and providing feedback to departments about poor performance and possible remedial action to take.  
The Presidency’s system also provides feedback to departments on the identified dysfunctional areas.  This would thus fulfill the purpose the PSC intended with the development of a Governance Alert or Early Warning System.  
5.
RECOMMENDATIONS
Given the work that has already been done on Early Warning Systems in the Public Service, notably the DPSA’s Public Management Watch, National Treasury’s In-Year Management, Monitoring and Reporting System and, most importantly, the Presidency’s Functional Early Warning System, it is recommended that the PSC should not develop its own Early Warning System at this stage.  Instead, the PSC can make use of the systems discussed in this report to draw early warning data on the performance of departments and to provide timely advice to the executive and Parliament on appropriate action.  In addition the PSC should focus on the development of a protocol document to inform its involvement in departmental support interventions where the above systems or PSC reports indicate that service delivery is seriously inadequate or in danger of failing.
CHAPTER 1: BACKGROUND TO THE STUDY

1.1
INTRODUCTION

The Public Service is the primary institution through which government delivers services to the public and operationalises its programmes.  It is, therefore, critical for the Public Service to function effectively and efficiently in order that government’s service provision objectives can be achieved.  This is especially pertinent in developing countries where government tends to be the main provider of public services.  This observation equally applies to South Africa where for the majority of people (especially the poor), government is all they have to realize their hope for a better life.  
The Public Service Commission (PSC) is responsible for overseeing the performance of government departments and has over the years become aware of service delivery and management challenges in departments.  These challenges include backlogs in service delivery areas, delays caused by the design of processes, high vacancy rates, organizational structure deficiencies where the structure does not accommodate the functions that a department has to fulfill and resource allocations that are not linked to strategic plans.  Executing Authorities, Premiers and the President have also increasingly approached the PSC to assist departments where services became dysfunctional or in danger of failing.  The PSC is constitutionally mandated to investigate, monitor and evaluate the Public Service.  In performing its tasks and delivering on this mandate, the PSC has to, when the need arises, review and assess policies and processes implemented within the Public Service to ensure that service delivery is not compromised.  Support interventions the PSC was involved in on request include the national Departments of Correctional Services, Home Affairs and Land Affairs and at provincial level, the Departments of Health and Education in KwaZulu- Natal as well as the Departments of Health, Education, Public Works and Social Development in the Eastern Cape.  
One of the critical lessons the PSC has learnt from these interventions in the Public Service is that departments do not become dysfunctional overnight.  Instead, this often happens through a deterioration of basic administration and institutional work ethic with no action taken by those responsible for these areas.  It is often the result of non-compliance with basic policies and prescripts, and the absence of systems that can identify and rectify basic problems at an early stage of their manifestation.  If such non-compliance could be identified by early warning data and attended to, the need for requesting support interventions when the problems got out of hand may be avoided.  The PSC’s involvement in these interventions made the PSC realize that a structured approach was needed to collect and analyse data that would inform management timeously about problems when they occur to enable them to take decisions about the appropriate corrective action plans to put in place.   The PSC, therefore, identified a need to explore, through a review of existing early warning systems on public administration, what an effective early warning system for the Public Service should consist of, what governance indicators should be included and what role the PSC should play in generating and maintaining an early warning database. 
1.2
OBJECTIVES OF THE STUDY
The objectives of the study were to: 
· Review key reports and literature in order to identify early warning governance indicators.
· Conduct a desktop study to assess the extent to which existing Early Warning Systems (EWSs) and other sources provide information that address the identified early warning governance indicators.
· Produce a report with recommendations on whether and how the PSC should play a role in the generation of early warning information and reports on governance.
1.3
STRUCTURE OF THE REPORT
· Chapter 2 describes the methodology that was applied in the study.

· Chapter 3 presents the key findings of the study.
· Chapter 4 presents the conclusion and recommendation drawn from the study.
CHAPTER 2: METHODOLOGY
2.1 
INTRODUCTION 

This Chapter outlines the scope of the study which informed the research methodology that was used to collect information on existing Early Warning Systems (EWSs) in the Public Service.  The chapter further describes the processes applied during information gathering.  Limitations experienced in the study are also presented in this Chapter.
2.2
SCOPE OF THE RESEARCH
Three national Departments that have implemented early warning systems on governance or public administration were included namely, the Departments of Public Service and Administration, National Treasury and the Presidency.  The Public Service Monitoring and Evaluation System (PSMES) of the PSC was also included.  
To ensure that all relevant departments and stakeholders were included, a referral process was also used whereby interviewees were requested to recommend other stakeholders that may already be involved in collecting early warning data and would thus be in a position to provide information and share experiences in this regard.  The institutions included in the study following the referral process include the Office of the Auditor-General, the Department of Public Administration of the University of Pretoria, the School of Public Planning Management of the University of Stellenbosch, Productivity South Africa and the Graduate School of Public and Development Management of the University of the Witwatersrand.
2.3
INFORMATION GATHERING
Information was gathered during the study through interviews and the review of relevant documents.  During this process, stakeholders in the area of Early Warning Systems were identified and approached for information on monitoring systems that provide early warning signals on the Public Service.  Internet searches were also carried out to identify possible literature sources that could be used in the background study of the project.  
2.3.1.
Interviews

The three national departments and other stakeholders referred to in paragraph 2.2 above were interviewed.
2.3.2
Document Review
Key documents that were reviewed and analysed include documents on the PSC’s Transversal Monitoring and Evaluation System (PSM&E System), the Public Management Watch of the Department of Public Service and Administration (DPSA), the draft Functional Early Warning System of the Presidency and the In-Year Management, Monitoring and Reporting System of National Treasury.  The early warning systems described in these documents were analysed in terms of its suitability to be used as an early warning system on the performance of national and provincial departments.  Previous reports of the PSC were also studied to identify data sources that could feed into an early warning system. 
Although the reports generated by the PSC provide data on the performance of departments (e.g. leave, vacancies and personnel turnover) that could be used to send out signals on poor service delivery, these reports are normally completed towards the end of the financial year which leaves little time for departments to implement corrective actions proposed by an EWS.  The data contained in these reports is also not regularly updated on a system that is easily accessible and that can feed directly into an early warning system.

2.4
LIMITATIONS
Limited published information on the development of Governance Alert Methodologies in the Public Service was available, both in the literature and in working documents.  In addition, limitations in the following areas were experienced during the research process.
2.4.1
Limitations with Regard to the Interview Process
During the interview process, the main factor found to affect the quality of inputs provided by the interviewees was the experience of interviewees in EWSs.  The interviewees were enthusiastic about the development of an EWS for the Public Service but only the DPSA, National Treasury and the Presidency could contribute in terms of own experience and knowledge of such systems.  Although the academics that were interviewed indicated their willingness to become involved in the development of such a system, none of them could provide the PSC with references or research material on the subject.  Within the Public Service, relevant information could only be sourced from the Presidency, National Treasury and the DPSA.  
2.4.2
Limitations with Regard to Internet Searches
During the internet searches there were also two factors affecting the applicability of the available early warning system information: 
i. Disaster management information provided as early warning information: From the internet searches it was clear that early warning information is often captured under disaster management.  The indicators that are developed for the disaster management systems focus on limiting the impact of physical disasters and are, therefore, not relevant for the development of an EWS on public administration as required for this study.
ii. Suitability of international information: Information compiled from the World Bank, European Union, the United Kingdom and the Australian Government sites provided only broad frameworks with broad indices for assessing specific functions of individual departments such as Health or Education.  These indices would, however, not be suitable for measuring performance or the lack thereof of national and provincial departments.
CHAPTER 3: KEY FINDINGS
3.1
INTRODUCTION
The study could only identify three operational systems in the Public Service namely, the Functional Early Warning System of the Presidency, the In-Year Management, Monitoring and Reporting system of National Treasury and the Public Management Watch of the DPSA.  The chapter first provides the key finding on what constitutes an early warning system on public administration in the South African context.  The chapter then provides an overview of the findings on the functionality of the three systems mentioned above and their applicability to be used as an early warning system for the whole of the Public Service.  It concludes with the role the PSC should play in generating early warning information and reports on governance.

3.2
WHAT CONSTITUTES AN EWS ON PUBLIC ADMINISTRATION IN THE 
PUBLIC SERVICE IN THE SOUTH AFRICAN CONTEXT
An early warning system on Public Service governance can be defined as a system that provides on-line data on the performance of the Public Service with specific reference to areas where the performance is not up to standard and might even lead to a breakdown in services, if not attended to in time.  To ensure the correct diagnosis of the causal factors and to effectively counteract challenges experienced by departments, it is important to include indicators of performance at service delivery level in such a system.  
For a governance alert system to function effectively it needs to rest on a sound framework of governance indicators that will provide departments with data that will enable them to put measures in place to ensure that public administration is not compromised by challenges experienced.  

There exist many definitions of governance in the literature.  However, most definitions tend to generally converge around governance as “the process by which a society organizes its affairs and manages itself, makes important decisions, determines whom they involve, and how they account. More precisely, governance comprises complex mechanisms, processes, relationships, and institutions through which citizens and groups articulate their interests, exercise their rights and obligations, and mediate their differences”
. Governance is not only about how a government and social organizations interact, and how they relate to citizens, but it concerns the State’s ability to serve citizens and other actors, as well as the manner in which public functions are carried out, public resources are managed and public regulatory powers are exercised from the perspective of maintaining the constitutional values. Governance is “good” when it allocates and manages resources to respond to collective problems, in other words, when government efficiently provides public services (and goods) of a necessary standard to its citizens.  

The Organisation for Economic Co-operation and Development (OECD) looks at governance from a broad perspective, based on the principle that efficient delivery of services is just one aspect of government’s tasks.  Government is also responsible to a substantial degree for efficiency in the public sector as public policies play an essential role in shaping competitiveness and growth through government employment, tax policy, spending on areas such as education, research and development, and through economic regulation.

Although the above discussion of governance and what constitutes “good” governance is fairly broad, it provides the parameters for deciding what areas and indicators to include in an early warning system on public administration.  Now that the parameters of an early warning system have been established, the principles on which to base such a system to ensure that it is an effective system, will be identified.
For purposes of this study, the principles
 that constitute an effective EWS were deducted from the three systems reviewed as well as from discussions with the relevant managers of these systems in the Public Service.  Such a system in the Public Service should:
· provide an indicator-focused framework for the diagnoses of the working environment within the Public Service.  This diagnosis should inform the proactive measures to be implemented to resolve disabling factors and constraints.  It should, therefore, not only identify possible problem areas, but also propose solutions for these problems; 

· limit the number of indicators used in the system.  This will ensure that managers can attend to all the areas needing corrective action and are able to monitor progress in this regard;  
· enable the Public Service to proactively identify potential collapse in the performance of departments that could ultimately impact negatively on service delivery.  
· address the constraints experienced by departments in a focused and collaborative manner as to ensure effective service delivery and facilitate a culture of learning;
· contribute towards the achievement of the national priorities especially ensuring that the Public Service has the necessary capacity to deliver on the Developmental State.  It must, therefore, ensure that data is collected on activities aimed at promoting sustainable development and reducing poverty.  This data will cover financial performance figures as well as data on service delivery in terms of the mentioned functions;
· be based on the interpretation of existing and easily accessible information (systems) for the identification of departments facing service delivery challenges.  Proper corrective action decisions can only be based on quality data.  Quality data is verifiable, accurate, meaningful, valid, reliable and timely.  For an EWS to provide such data and still provide it in time for managers to take early action, it will have to be sourced from existing systems;  
· ensure that the accuracy of data of existing (feeder) systems is improved.  The EWS should include controls to check completeness, reliability and validity of data ;
· inform the allocation of resources to interventions.  The EWS should provide information about the seriousness and size of the possible problems experienced in departments; 

· allow departments on-line access to the systematised information to ensure that they can use the information for planning purposes or for taking remedial action where needed;

· facilitate regular assessment of the performance of national and provincial departments taking into account their capacity to compile and manage the information systems flowing into the EWS; and
· compile performance information on at least management (human resource, performance and financial management) and functional (service delivery) level. 
Care should also be taken in identifying the performance indicators to be included in the system to ensure that constraints will be effectively counteracted.  Indicators on information covering the three key areas of a department’s functioning, namely, governance, management and operations should form the basis of such a system.  These should include performance indicators on service delivery (operations), financial and performance management, human resource management as well as leadership (management) and planning, strategy and governance indicators (governance).  For an example of relevant performance indicators to be used in an early warning system on public administration please see the proposed list developed as part of this study at Annexure A.  The data collected using these indicators also needs to comply with certain requirements, namely, availability, accessibility, validity, interpretability, comparability, and cost-effectiveness.  These requirements correlate with the attributes of idealised data sets identified by the Organisation for Economic Cooperation and Development (OECD)
.  The OECD attributes provide for relevance, availability, credibility, interpretability, coherence, accessibility and cost-efficiency.
3.3
FUNCTIONAL EARLY WARNING SYSTEM: THE PRESIDENCY

The purpose of developing the Functional EWS was to make comprehensive early warning information available on the performance of the Public Service.  During the first phase the performance information of national departments would be captured.  It was estimated that this phase would be completed by March 2008.  During the second phase the performance information of provincial departments and Public Entities will be captured.  All departments on national and provincial level will have access to the data contained in the system once it becomes operational.
As indicated above the Functional EWS of the Presidency captures performance data in terms of human resources, financial resources, leadership and service delivery.  The preliminary performance indicators are reflected in Table 1 below. It needs to be mentioned that these indicators are still subject to approval by the Presidency.  The information is provided here to ensure that a complete picture can be formed of the applicability of the Functional EWS of the Presidency.  Further use of this information is subject to formal approval by the Presidency. 
Table 1: Performance Indicators Included in the Functional Early Warning 
System of 
the Presidency
	INDICATOR
	SOURCE

	FINDING & COMMENT

	Service Delivery

	1
	Main outcome/impact/output indicator *
	MTR/AR
	Identify major indicator and trends in its behavior as far back as we have data

	2
	Main outcome/impact/output indicator*
	MTR/AR
	Identify major indicator and trends in its behavior as far back as we have data

	3
	Main outcome/impact/output indicator*
	MTR/AR
	Identify major indicator and trends in its behavior as far back as we have data

	4
	Main outcome/impact/output indicator*
	Stratplans
	Identify major indicator and trends in its behavior as far back as we have data

	5
	Main outcome/impact/output indicator*
	Stratplans
	Identify major indicator and trends in its behavior as far back as we have data

	6
	Public opinion survey
	MTR/AR/GCIS
	What are the trends in public perceptions of core function (e.g. water provision, safety and security) since 2004. 

	7
	Extend of M&E
	Presidency
	Does the department have an M&E system and how developed is it.

	Performance and Financial Management

	8
	Extent of alignment of strategic plan to MTSF
	Presidency
	How is the strategic plan aligned to MTSF?

	9a
	Trends in meeting stated major objectives
	AR/Strategic Plan/NT
	Compare 2006/07 strategic plan with 2006/07 annual report (use NT data).

	9b
	
	
	Assess the implementation in the strategic plan and identified priorities.

	10
	Budget trends-MTEF 2003/04-2009/10
	ENE
	Which programmes are receiving funds? Show economic classification

	11a
	Last year’s annual expenditure pattern & in year expenditure up to date
	2006/07 IYM
	Was there a “March spike” and are there cogent expectations for this?

	11b
	
	2007/08  IYM
	Do we see another March spike coming up, and what are the reasons for this?

	12
	Capital expenditure - MTEF
	ENE/IYM
	Has the capital budget been spend, are the projects clearly identifiable and what are the reasons where there is under-/over – expenditure. Distinguish clearly between capital and infrastructure expenditure

	13a
	Pattern & in-year capital expenditure up to date
	2006/07 IYM
	

	13b
	
	2007/08 IYM
	

	14
	Current expenditure – Current compensation MTEF
	ENE/IYM
	Is the budget for personnel fully utilized (also examine whether there have virements from personnel to other functions during the course of the year)?

	15a
	Last year annual expenditure pattern & in-year current compensation expenditure up to date 
	2006/07 IYM
	Are there any seasonal patterns?

	15b
	
	2007/08 IYM
	Are these seasonal patterns repeated?

	16
	Transfers – to whom (name of Entities
	ENE/IYM
	Outside JCPS, largest portions of national dept budgets are transfers. We need to understand the size/ diversity and follow-up on governance arrangements.

	17
	Trends in audit reports

2004/05

2005/06

2006/07
	AR/AG Reports
	Per year note the qualifications, disclaimers, emphasis of the matter and how are these explained in the Annual Report

	18
	Procurement and tendering systems
	NT
	Does the department’s tendering system have guidelines to meet policy objectives such as SMME and BBBEE

	Human Resource Management

	19
	Vacancies (number and duration): DG and DDG
	DPSA/PERSAL
	In each instance, identify whether there is/was a vacancy since 2004 and for how long.

	20
	Turnover of personnel
	DPSA/PERSAL
	Indicate the rate of turnover, distinguish between general workers, professionals and management where possible.

	21
	Leave patterns
	DPSA/PERSAL
	Data on leave patterns

	22
	Implementation of PA  system DG and DDG
	PSC
	Has DG PA been developed and signed (and reasons if not), does it relate to Strategic Plan of department, and have assessments been done: how many DDG’s have signed PAs and how many have had assessments done.

	23
	Implementation of Declaration of Interests DG and DDG
	PSC
	Has DG declared interests and the Minister signed declaration; in turn how many DDG’s have declared and has DG signed.

	Leadership

	24
	Regularity of Top Management meetings
	DPSA
	Does senior management of department have meetings; how regular and what is the level of attendance.

	25
	System of delegations (Min/DG)
	DPSA
	Has the Minister delegated responsibilities to DG (e.g. human resource management) and has DG delegated relevant functions to DDGs.

	26
	Comment on Minister/ Deputy Minister relations
	Presidency
	Is there standing or regular delineation/delegation of tasks to Deputy Minister, and any comment based on interactions and other information.

	27
	Comment on Minister/DG relations
	Presidency/ DPSA
	How often do Minister/DG meet, and any comment based on interactions and other information.



	28
	Participation in Cluster system (primary Cluster) – Minister, DM and DG
	Presidency
	Trends in attendance of Cabinet Committee meetings by Minister/Deputy Minister and trends in attendance of (primary) Cluster meetings by DG.

	29
	Operation of MinMec (regularity of meetings) – MinMec proper, Technical MinMec.
	Presidency
	How many MinMec meetings (proper/technical) were held per year since May 2004.

	30
	Number and duration of foreign visits: Minister, DM and DG
	Presidency/ DPSA
	How many international visits per year since 2004 and aggregate length of absence (no of days) per year.


*
As per the main service delivery indicators in the Annual Reports of the various 
departments  

It is also foreseen that the data will be updated on a daily basis once the system is fully operational and will then be available as real-time data.  This will ensure that disabling factors can be identified before it leads to a breakdown in services and that corrective measures are taken in time.  It will also be available to all departments linked to the system and will therefore ensure that informed decisions can be taken by managers.  

The Functional Early Warning System of the Presidency was found to be the only existing system compiling data using a comprehensive list of indicators on human resource, performance and financial, and service delivery management.  The 30 preliminary governance indicators included in the draft Master Sheet of the Functional EWS of the Presidency, although only in draft format, represents a suitable spread of indicators to use as basis for an EWS on governance in the Public Service.  Once operational, the system will provide information on the performance of departments in terms of service delivery, financial and performance management, human resource management and leadership.  The current system of the Presidency is not a closed system, but allows for more governance indicators to be added, should the need arise.  The only requirement is that data on such indicators must be available in existing data systems that can be linked to the current system.  

The indicators currently included should, however, satisfy the needs identified by the PSC in terms of an early warning system on the performance of national and provincial departments since it does compile information on the key areas of management and operations.  The indicators further correlate with the indicators that will be used by the Organisation for Economic Cooperation and Development (OECD) in its project “Government at a Glance”
 under the working title “Management in Government: Comparative Country Data” referred to by the United Nations (UN) in its paper “Public Governance Indicators: A Literature Review”
.  This UN project will encompass six categories of indicators: revenues, inputs, public sector processes, outputs, outcomes, and antecedents or constraints that contextualize government efficiency and effectiveness.  The data sets used by the Presidency system as feeder systems also comply with the attributes of idealized data sets identified by the Organisation for Economic Cooperation and Development (OECD) namely relevance, availability, credibility, interpretability, coherence, accessibility and cost-efficiency
.

Apart from the appropriateness of the performance indicators included in the Presidency’s early warning system and the quality of the data informing the system, the fact that the system is already linked to the data sources of national (and soon all provincial departments), makes it even more suitable for the purposes the PSC intended to develop its own EWS.
It needs to be mentioned that the indicators providing service delivery performance data in the Presidency’s early warning system might still need to be expanded to provide information on client interface services where problems are often reported by the public and where backlogs are mostly presented.  

3.4
IN-YEAR MANAGEMENT, MONITORING AND REPORTING SYSTEM 
(IYMM&R) SYSTEM: NATIONAL TREASURY

The In-Year Management, Monitoring and Reporting System was developed by National Treasury to formalise the in-year management, monitoring and reporting processes that was required by the Public Finance Management Act (PFMA)
 as well as the provisions of the Division of Revenue Act (DoRA)
.  The intention was also to develop a single process to satisfy these requirements and to meet the information needs of managers.  In terms of the latter, the system provides a “best practice guideline” to ensure that Accounting Officers scrutinise the financial information before it is submitted to the relevant treasury and that they use the information to improve the use of the limited financial resources entrusted to them in the delivery of services to communities.  The monitoring of financial data is an essential element in managing the performance of any spending agency.  Unless managers receive appropriate information on the services for which they are accountable, effective management and governance is impossible.  
The monthly monitoring reports from the IYMM&R system focus attention on performance against budget and against service delivery plans, and alert managers where remedial action is required, although only in financial terms.  In addition, reports are consolidated and published on a monthly basis for national departments and quarterly for provinces in the national Government Gazette, in line with international best practice.  These monthly reports facilitate the compilation of the year-end financial statements and annual reports, and the reduced timeframe for audit procedures strengthen accountability to legislatures.

The PFMA specifies that a variety of reports (some monthly, others quarterly, and finally, at the year-end) be produced.  Accounting Officers must use the information before passing it to the relevant treasury – simply producing it to satisfy a legal requirement will be an exercise in futility.  The intention is that there ought to be a single process for ensuring that effective management, monitoring and reporting can take place within a department and then the same information be submitted to the (relevant) Treasury in order for the department to discharge it’s monitoring and publication responsibilities
.

Apart from financial data, the system also allows for reporting on non-financial indicators which are programme-specific.  The data used for these reports, are extracted from individual files or management reports.  The following sectors have already developed non-financial performance indicators:
· Health

· Agriculture

· Education

· Social Development

· Public Works

· Transport
· Local Government

The standardized non-financial performance indicators enable National Treasury to compare the performance between departments.  The same performance indicators are used in the strategic and performance plans of departments.  These indicators also form the basis for compiling quarterly reports on departments’ performance.  National Treasury has at its disposal a database in which these reports are captured.  This system is used by National Treasury as an EWS in itself to identify departments with challenges where they need to intervene.  An extraction from National Treasury’s database, reflecting summaries of these annual reports, is attached at Annexure B.

The IYMM&R System of National Treasury was found to be only partly suitable for purposes of an early warning system for the Public Service since the system mainly focuses on financial data.  The system also allows for certain programme-specific non-financial indicators to be reported on quarterly.  However, the long lists of service delivery indicators against which each department has to report result in a very large system but not an early warning system.  Because of a lack of human resource data, this system was, however, found to be unsuitable for use as an early warning system in the Public Service.

3.5
PUBLIC MANAGEMENT WATCH (PMW): THE DEPARTMENT OF 
PUBLIC SERVICE AND ADMINISTRATION (DPSA)

The DPSA realized the need to create the capacity to proactively identify potential collapse in the management of departments that could ultimately impact negatively on service delivery.  For that purpose, the Department developed, in collaboration with National Treasury, the indicator-based PMW to diagnose the working environment within the Public Service and thereby enable government to implement proactive measures to minimize disabling factors.  The indicators draw on information from three primary sources, namely, PERSAL, In-Year-Monitoring (IYM) of National Treasury and the Audit outcomes from the Auditor-General.  As a result, the assessments are an interpretation of already available and accessible information.  This interpretation then leads to the identification of departments facing governance challenges.  For this purpose information is collected on sixteen (16) performance indicators.  These are:

· Turnover rate of professional staff and managers.
· Turnover rate of the rest of personnel.
· Replacement rate of professionals and managers.
· Replacement rate of the rest of personnel.
· Vacancy rate of professional staff and managers.
· Vacancy rate of the rest of personnel.
· Length of vacancies in months.
· Posts filled additional to the establishment.
· Vocational leave credits.
· Sick leave credits.
· Out of adjustment appointments.
· Backdated service terminations.
· Period of backdating.
· Percentage expenditure on the compensation of employees (salary and associated costs).
· Percentage expenditure on goods and services (excluding capital costs and salary costs).
· Audit outcomes for 2004/05 and 2005/06.
It was decided to use existing systems and data in order to reduce costs and to minimize the challenges involved in implementing a new data system.  Therefore, the PMW combines data form existing Human Resource and Financial Management systems.  Service delivery was considered but in the absence of readily available information, it was excluded from the system
.
Apart from being an early warning system, one of the further benefits of the implementation of the PMW would be that the accuracy of data within PERSAL, BAS and IT systems would improve since errors would easily be picked up in the quarterly assessments where data is compared to previous data sets of the system.  The system also aims to provide a systematic basis for the allocation of resources to interventions.  The nature and scope of the intervention will depend on the problems identified.  The PMW can easily determine the scale of the problem.  It will for instance show exactly how many posts are vacant or how many officials have left the departments over the last quarter where capacity problems are experienced.
It is accepted that no system implemented to monitor the performance of the Public Service in delivering services will be perfect from the start.  However, it can be anticipated that the PMW will improve over the years if departments take results seriously and also take ownership of the quality of the data captured on the system
.
The data on the PMW system is analyzed on a quarterly basis and is presented in a quarterly analytical report.  The quarterly analytical report also provides a perspective on the performance of provinces and sectors.  While it is known that the quality and depth of human resource and financial information is not such that an absolute and accurate assessment can be made, the responsibility to help ensure the integrity and accuracy of the information on the existing systems lies with the relevant Director-General or Head of Department (HoD). 
The analytical report reflects a series of data tables and graphs for each of the indicators with a brief analysis of each.  It also analyses the trends with regard to the different indicators since the inception of the report in December 2005.  The report ends with a series of concluding statements interpreting the performance of the department, province or sector.  
The Public Management Watch was found to be unsuitable as an Early Warning System for use in the Public Service since it focuses on Financial and Human Resource indicators only.  No indicators are included to measure service delivery performance.  The PMW provides very useful data to departments although the data is incomplete since service delivery information is not available.  For purposes of the PSC system, this system would, therefore not suffice.
3.6
THE PUBLIC SERVICE MONITORING AND EVALUATION SYSTEM 
(PSM&ES): THE PUBLIC SERVICE COMMISSION (PSC)

The PSC’s PSM&ES is a research instrument used by the PSC to generate evaluative data on the performance of the Public Service.  This PSM&ES focuses on assessing the extent to which departments comply with the nine values and principles of public administration contained in Section 195 of the Constitution
.  Given that these values and principles are normative in nature, they serve as the benchmark for good governance.  It is thus an appropriate framework for fostering good governance in the public sector.  

The nine Constitutional principles on which the system is based are:

1. Professional Ethics

2. Efficiency, Economy and Effectiveness

3. Development Orientation

4. Impartiality and Fairness

5. Public Participation in Policy-making

6. Accountability

7. Transparency

8. Good Human Resource Management and Career Development Practices
9. Representivity
The evaluation involves analysing and measuring departmental performance against one or two performance indicator(s) for each principle.  The performance indicator(s) used for each Constitutional principle as well as the applicable policies and regulations can be found in the table attached at Annexure C.
Measuring is done by weighting and scoring specific standards linked to the performance indicator(s) of a particular principle.  A department can thus be scored between 0 or 0% (none of the standards have been met) and 5 or 100% (excellent performance on all the standards) per principle.  An exposition of the scoring and the translation into percentages appears in Table 2 below.
	Table 2: Exposition of the scoring of the PSM&ES and translation into 
percentages
:


	Score description
	Score
	%

	None of the standards have been met
	0
	0%

	Development is needed in all the standards
	1
	20%

	Development is needed in most of the standards
	2
	40%

	Performance in several of the standards is adequate
	3
	60%

	Performance in most of the standards is good
	4
	80%

	Excellent performance on all the standards
	5
	100%


For comparison purposes departments are rank-ordered for each principle, and categorised into under-performing (0% to 55%) indicative of none of the standards having been met to performing at almost an adequate level, performing at an acceptable level (60% to 75%) indicative of adequate performance in several of the standards, and performing above satisfactory (80% to 100%) indicative of good to excellent performance.

The process used in implementing the PSM&ES aims to promote collaboration and partnership with departments.  In this approach communication throughout the cycle is important, starting from the initial process of introducing the PSM&ES to top management, engaging with interim findings and finally presenting a report with recommendations to the department.  Departments are then provided with the opportunity to comment and give additional input on the draft report.  On receipt of the departments’ comments and inputs the final individual departmental reports are analyzed and the results collated and captured in a consolidated report. 
The process of engaging with the Senior Management of departments is meant to bring managers into the evaluation process, and thus improve their own capacity in Monitoring and Evaluation (M&E).  
In this process the values of transparency and accountability are promoted.  This revised approach which was instituted since 2006 has resulted in the PSC getting better co-operation from departments.  Departments which are subject to the PSM&ES should emerge as more self-critical and reflective.
The whole process is captured in Diagram 1 below:












Data from this PSM&ES system can be used to identify the broad area (based on the nine Constitutional values it focuses on) where corrective action might be needed.  Details about the specific problems in the identified area will, however, have to be obtained from the various departments’ data systems to ensure that appropriate corrective actions are proposed to correct the specific problems.  Although the data from this system can be used to provide warning signals about the broad value areas as mentioned above, the approach of the system to report on the performance of departments during the previous year (as reflected in the annual reports) should be complemented by data on the current year’s performance.  This will ensure that the system sends out timeous warning signals of poor performance in the broad value areas that can be defined as early warning signals.  Should it be possible to change the evaluation cycle of this system from a five year cycle to an annual cycle, the data would be even more useful in an EWS. 

3.7
WHAT ROLE SHOULD THE PSC PLAY IN THE GENERATION OF EARLY 
WARNING INFORMATION AND REPORTS ON GOVERNANCE
The PSC is already generating early warning data as part of its current oversight activities.  For example, the PSC collects data on the conclusion of Performance Agreements (PAs) by Heads of Department (HoDs).  This data becomes available early in the financial year and sends a message about strategic human resource management at the highest level of Public Service leadership.  The PSC needs to continue collecting and reporting on such information.  
However, it would not be necessary at this stage for the PSC to develop its own comprehensive Early Warning System on governance.  The analysis of the three systems discussed above showed that the functional EWS of the Presidency would satisfy the needs identified by the PSC in terms of compiling early warning data on poor performance in the Public Service and that there would be no need for the PSC to try and develop a new system and to identify new indicators to be used in collecting departments’ performance data.  The implementation, maintenance and updating of an EWS is a further responsibility that requires, apart from management content, considerable capacity and investment of funds in terms of establishing new databases to feed into the system and also in maintaining the system and providing feedback to departments about poor performance and possible remedial action to take.  
Since the Presidency’s system also provides feedback to national and provincial departments on identified dysfunctional areas, the option of the PSC using this system and the data available in it, to answer on its mandate of promoting the Constitutional value of efficient, economic and effective use of resources (as per Section 196 (4)(a) of the Constitution
) and “to propose measures to ensure effective and efficient performance within the public service” (according to Section 196(4)(c) of the Constitution
, should be discussed with the Presidency.
CHAPTER 4:
CONCLUSION AND RECOMMENDATIONS
4.1
INTRODUCTION
The chapter presents the conclusion and recommendations of the study.  
4.2
CONCLUSION
The PSC commissioned this study to explore ways of systematically compiling readily available data on departments’ delivery performance to forewarn it about disabling factors that could cause a breakdown of departments’ services.  This data would also be used in recommending corrective action to be implemented by departments to counteract the challenges experienced by them.  The rationale behind the development or identification of such an existing system was to avoid that departments reach a point where they are unable to stop the breakdown process themselves and request the PSC to intervene.  The PSC then has to stretch its own limited resources between these interventions and achieving its own objectives.  
The study attempted to provide an overview and analysis of the existing early warning systems on public administration, what an early warning system consists of, what performance indicators to include in such a system for the PSC and what role the PSC should play in developing and maintaining such a system.  The recommendations should be read, keeping in mind that any effort to monitor governance is limited by resource constraints, as well as the need to be realistic in terms of what data can be systematically collected and compared on a cross-departmental basis within such a short period of time that will allow early warning signaling of problems that might occur.  
This study has shown that the Presidency is in the process of implementing a suitable functional EWS for the Public Service compiling data on a regular basis on financial and performance management, human resource management, leadership and service delivery performance.  The system also assesses performance and provides feedback on areas of concern and on remedial action to be taken by departments.  It will also facilitate follow up of the implementation of remedial action.  Due to the cost and complexity to implement yet another EWS, compiling information on possibly the same indicators, it is advisable that the PSC make use of the early warning system of the Presidency to ensure that it fulfills its mandate of ensuring that departments implement the resources allocated to them in an effective, efficient and economic way
;  or

· proposing measures to ensure effective and efficient performance within the Public Service
.  

Furthermore, the PSC does not have the resources to maintain and update such an EWS as the one already being updated and maintained by the Presidency.
4.3
RECOMMENDATIONS
Given the development work that has already been undertaken on early warning data and systems in the Public Service, notably the DPSA’s Public Management Watch, National Treasury’s In-Year Management, Monitoring and Reporting System, the PSC’s Public Service Monitoring and Evaluation System and most importantly, the Presidency’s Functional Early Warning System, it is recommended that the PSC should not develop its own Early Warning System at this stage.  Instead, the PSC can make use of the systems discussed in this report to draw early warning data on the performance of departments and to provide timely advice to the Executive and Parliament on appropriate action.  

In addition, the PSC should focus on the development of a protocol document to inform its involvement in the provision of support to national and provincial departments.  The protocol document will guide the PSC’s intervention where service delivery was reported through the above systems or PSC reports, to be either seriously inadequate or in danger of failing.
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Notification to sampled departments 





Send letters to department, Minister, MEC and DG/HoD explaining the purpose, process and requesting a contact person.


Attach PSM&ES Assessment Framework and list of documents needed.





Introductory meeting with department.





Obtain name of a contact person within the department


Meet with HoD and top management of department to explain the PSM&ES and obtain buy-in





Produce draft report





Obtain and analyse information.


Assess performance against defined performance indicator(s) for each principle.


Identify areas of good practice and/or problem areas.


Write main and summary report.








Presentation of draft findings to department





Discuss findings of assessment with HoD and top management of department.


Give opportunity to submit written comments within 10 days of presentation.





Final report





Include comments of department in report and make amendments if necessary.


Submit final report to PSC for approval.


Send approved report to department.





Consolidated report





Collate info of individual reports into one consolidated report.


Submit report to Parliament and Executing Authorities.
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