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PREFACE

The Masibambane Programme is a multi-annual,
multifaceted Water Services Sector Support
Programme (WS-SSP) of the Government of
South Africa in the water services sector, whose
overall objective is to provide basic water supply
and sanitation services to selected poor rural
communities through institutional support to assist
various levels of public sector institutions. It is
about provision of sustainable service delivery
rather than construction of facilities alone.

This programme commenced in 2001 and is
based on the South African governments’ overall
sector wide collaborative approach to water and
sanitation service delivery. The rationale for this
sector wide approach is premised on the inherent
value - add of pooling resources under an
effective  macro economic environment in
addressing the legacy of backlog and
progressively improving the levels of service. This
rationale forms the basis of the 2003 Strategic
Framework for Water Services.

In 2003 the second phase of the Masibambane
Programme was conceptualised. This phase
commenced in 2004.

The programme is part funded by the European
Union. Funding is implemented in accordance
with the financing agreement between the
European Union and the South African
Government. In terms of this agreement the
Programme is subject to an independent external
evaluation during the second year. Based on this
evaluation, the programme can be redirected if
necessary.

It is under this condition that DWAF has procured
the services of Diversity and Transformation
Solutions to conduct the Mid Term Evaluation.
This appointment was concluded on the 18 July
2005.

The Mid-Term Evaluation considers progress
against key activities and targets and is ultimately
intended to provide the impetus for adjustments
that may from time to time be required in order to
keep the Masibambane programme relevant to
the broader sector goals. The need for
evaluations, including both mid term and final
evaluations is re-iterated in the SA Government-
EU Financing Agreement, and the evaluations

have been made a requirement in terms of this
funding agreement.

The current assignment, “Project 2005 -154 Mid-
Term Review of Masibambane Il Programme” is
one such evaluation and there have been two
evaluations for Masibambane I.

The evaluation is designed to assess and
appraise the performance of the Programme
against the Strategic Framework for Water
Services on the basis of the indicators formulated
by the sector.

The terms of reference, objectives of the study
and the issues to be studied were confirmed in the
Project Inception Report in August 2005. A multi
stakeholder Resource Group was established to
provide on-going support to the Evaluation Team.

In the course of the Evaluation Process a wide
range of documents, policies and legislation were
consulted. This document review exercise formed
an important pillar in the analysis of programme
objectives and targets.

Due to the evolving nature of the programme,
interviews with the National policy makers,
provincial workshops with sector partners and
project site visits gave the evaluation team
nuanced insights into the practical applications of
the sector wide approach. This process was
invaluable in testing our desktop findings. More
importantly contrasting recommendations were
effectively synthesised through this process.

The final evaluation report addresses all
objectives of the study. These objectives were
examined within 4 major sections of the
programme viz.

v" Programme and Financial Analysis

v Institutional support  and Sector
Collaboration

v" Water and Sanitation

v' Meeting Targets

All cross cutting and management issues were
examined in this context.

Notwithstanding the time constraints of this
exercise and the fact that not all stakeholders
were completely engaged, the evaluation team
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were comfortable that a sufficient cross section of
stakeholders were engaged in order to draw out
specific findings in relation to the four sections
above.

The findings straddle across key achievements
and key challenges that face the programme.

The recommendations have been crafted to assist
the sector leader and sector partners in their
impending deliberations on the shape and form of
the third phase of this programme.

The primary audience of this report is the sector
leader, sector partners and donor community. We
hope that the results of this report play a
meaningful role in strengthening the sector and
more importantly to continue to give guidance and
support to the multi sectoral environment in which
our local government structures operate.

Project Evaluation Report 3 of 209
Nov 2005



u Mid-Term Review of Masibambane 11 Programme

(@) PROJECT 2005 - 154 MasBrmbane

EXECUTIVE SUMMARY

SETTING THE SCENE

There have been dramatic changes to the institutional and financial environment in which basic services are
delivered in South Africa since the democratic elections in 1994, especially water and sanitation. Over the
past few years, there has been a shift away from centralised service delivery towards decentralisation and
involvement of local government. To facilitate service delivery at local government level, the conditional
Municipal Infrastructure Grant (MIG) has been introduced to ensure adequacy of funds and speedy roll out of
investments. The Equitable Share (ES) has been introduced to provide unconditional subsidies to local
governments for operations and maintenance. In the water sector the ES share is important to finance Free
Basic Water (FBW), especially in local and district municipalities with large rural populations.

The changes have necessitated ever-increasing cooperation between and among key sector stakeholders
and one result of this has been the development of the Masibambane program, which is a national
government initiative with support from donor partners — most notably the European Union (EU) and
Development Cooperation Ireland (DCI).

The Masibambane Programme is a multi-annual, multifaceted Water Services Sector Support Programme
(WS-SSP) of the Government of South Africa in the water services sector, whose overall objective is to
provide basic water supply and sanitation services to selected poor rural communities through institutional
support to assist various levels of public sector institutions. It is about provision of sustainable service
delivery rather than construction of facilities alone.

This programme commenced in 2001 and is based on the South African governments’ overall sector wide
collaborative approach to water and sanitation service delivery. The rationale for this sector wide approach is
premised on the inherent value-add of pooling resources under an effective macro economic environment in
addressing the legacy of backlog and progressively improving the levels of service. This rationale forms the
basis of the 2003 Strategic Framework for Water Services (SFWS).

The program started out in three provinces, which had the biggest backlogs — the Eastern Cape, Kwa-zulu
Natal and Limpopo. The program has since been extended to all provinces under phase two of
Masibambane. It has been a critical force in facilitating and ensuring collaboration in the sector at national,
provincial and local level.

Masibambane is Africa’s largest water supply and sanitation program (mainly rural) with a current annual
budget of R8bn. It is also one of the first ever water and sanitation sector-wide approaches (SWAPs) where
donors provide budget support within a framework for inter-departmental and governmental collaboration to
deliver services more effectively to the poor.

The Program is notable not only for its scale of vision, but for the forceful way the program has been
conceived and implemented, the achievement of decentralised budget management at scale, and its ability
to dislburse, and the scale of the outputs which expands improved services to more than 1m South Africans a
year.

The characteristics of (the sector in) South Africa are in many ways unique. For instance, the per capita
income is relatively high compared to the other countries in Sub-Saharan Africa. In spite of this, the success
of Masibambane provides valuable lessons to other countries in the region, especially when it comes to
collaborative processes for planning, budgeting, implementation and monitoring. The only other parallel
processes in Sub-Saharan Africa are the mainly rural water sector-wide approaches/ programs in Benin and
Uganda.

The Mid-Term Evaluation considers progress against key activities and targets and is ultimately intended to
provide the impetus for adjustments that may from time to time be required in order to keep the

! This trend was there even before MSB was conceived.
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Masibambane programme relevant to the broader sector goals. The need for evaluations, including both mid-
term and final evaluations is re-iterated in the SA Government-EU Financing Agreement, and the evaluations
have been made a requirement in terms of this funding agreement.

PURPOSE AND SCOPE OF THE EVALUATION

The overall objective of the study was to assess the progress of the programme against the Strategic
Framework for Water Services on the basis of the indicators formulated by the sector. The situation with
regard to MIG and CBG has also been evaluated. Emanating from these assessments, recommendations
for improving on the progress made, and orientation of programme procedures for both MIG and CBG, if
necessary, had to be generated.

The evaluation is intended to provide programme sponsors, role players and partners with information that
would enable them to:

e Determine the extent to which programme objectives are met and assess the continued relevance of
the programme

e Assess whether the programme is well prepared and designed as well as to assess whether
changes are required, if necessary

e Evaluate whether there is value for money

e Assess the efficiency and effectiveness of the programme

APPROACH TO THE EVALUATION

The evaluation was carried out at national level and provinces, namely Kwa-Zulu Natal, the Eastern Cape,
Limpopo, North West, Western Cape and Free State Province as well as at a Local Municipality level.

Participatory approaches were used throughout the process of data collection. However the evaluation team
maintained its independence in data analysis and reporting. Data was collected through interviews with key
sector role players and other relevant stakeholders, field visits and review of relevant documents.

HOW HAS THE SECTOR PERFORMED?

Q Sector Collaboration

Performance:
The SWAP approach adopted by the sector clearly derives overwhelming support in and outside of the
sector. Notwithstanding the fact that the Masibambane approach does not operate within a specific
legislative mandate, it continues to play a pivotal role in creating an enabling environment for corporate
governance.

In examining sector collaboration and co-ordination the evaluation team was satisfied that sufficient progress
has been made by the sector in raising the levels of institutionalised collaboration by the major players in the
sector. It is worthy of mention that this particular sector wide approach continues to pioneer the rationale and
implementation of inter-governmental co-ordination in relation to service delivery, in this case water and
sanitation service delivery.

With regard to the extent to which sectoral collaboration contributes to the area of planning outside the
national level of government i.e. inter and intra provincial and local government levels, the general
impression was that cross-sectoral representation could be improved. This is evident from the fact that a less
than optimal alignment exists between the WSDP and IDP planning processes and outputs e.g. the water
services component of the IDP not being adequately informed by the WSDP (and perhaps vice-versa).
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Challenge:
It should be noted that while significant progress in this regard is recorded, impending challenges to effective
co-ordination and collaboration exist. Evidence of such challenges include:

" Diminishing levels of effective CSO’s and community participation

. Lack of participation of the Department of Health (particularly at MCC level)

. Lack of participation of National Treasury (found during the Review of Sector Collaboration in the
Water Sector, South Africa, June 2005)

" Challenges with intra-DWAF Collaboration

Both local municipalities and WSA's have commented on the lack of alignment between the IDP and WSDP
documents when compared to the PGDS. This PGDS process is not considered by LG to be appropriately
demand driven, and is therefore very much “top down” orientated.

Conclusion:
While collaborative structures have been established at provincial and national levels the same cannot be
said of the local sphere of governance.

However, it is clear that the inclusive process of crafting the SFWS and the methodological framework of this
document have laid a firm foundation for future heightened levels of institutional and sector collaboration.
The telescopic vision enshrined in SFWS clearly positions this particular sector to continue to play the role of
the “canary down the mine”.

Q Institutionalisation of Masibambane

Performance:
There is general consensus that sector collaboration is institutionalised at national levels.

Challenge:
While the local government structures inherently operate in a multi-sectoral environment, which facilitates
collaboration, the levels of effective community participation need to be enhanced.

Conclusion:
A key element in institutionalising sector collaboration rests with the current individual drivers and champions
of this process.

Q Institutional Support

Performance:

Various capacity building grants have been made available for local level strengthening. These include the
MSIG/CBG and MIG. The main challenge is the synchronisation of these grants (currently, these two grants
are managed from different sections within dplg).

Further, Project Consolidate has been instituted to provide hands-on support to identified municipalities and
it has enabled the sector to review its own capacity.

A draft Sector Support Strategy (SSS) has also been developed. This draft SSS allocates R 800 m for
capacity building initiatives for the 2005/06 financial year.

Attempts to improve capacity within various institutions have, further, been made through appointments and
placements of individuals including the Masibambane Coordinators. Benefits of these placements however,
vary from institution to institution.

The sector leader’s role with regard to the water services checklist is viewed as a positive intervention in
understanding the baseline for performance of municipalities against legislative requirements. It should
however, be noted that 116 of the 170 WSA's have completed the Checklist, with Western Cape and North
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West being the only regions to have 100% of the Checklists completed. In addition, Western Cape is the only
region to have 8 WSA Checklists adopted and signed-off by Council.

In relation to PSP support, there is a general criticism that the sector is using more consultants than they
should. Further, there has been mixed or differing reaction to the importance of the Strategic Technical
Assistance provided as support mechanisms. It is viewed in some quarters as critical while others regard it
as stifling capacity development through consultant driven processes. In general though, Technical Support
in most provinces has proved to be the pillar of the programme.

There has been significant progress on Section 78 as a result of the support from the Masibambane
Programme. In this regard, the JRT's role in facilitating coherent technical and political decision-making
clearly points to this direction.

The water chamber has played a significant role in building sector capacity. The chamber registered a
number of qualifications through the LGWSETA. The chamber has migrated to Energy SETA and there are
expectations for the SETA to provide more support as funding becomes available.

Challenge:
The extreme under-expenditure of current capacity building grants ought to be of major concern to the
sector.

Concerns held by some sector partners suggesting that the Section 78 process does not fully embrace the
multi-sectoral environment that municipalities are subjected to, merit concern. This has a direct bearing on
intergovernmental coordination at a third sphere governance level. In mitigation, it should be noted that the
JRT is well placed to play an active role in giving guidance [to this challenge].

Conclusion:

Although capacity building initiatives have been made, it is difficult to quantify how effective they have been.
However, it is acknowledged that they have increased municipalities’ understanding of their roles, assisted
them in formulating by-laws and in understanding their capacity and constraints.

It ought to be of concern to the sector that the deployment of skills at municipalities is biased towards well-
developed urban institutions, thereby resulting in huge gaps in rural areas. This certainly reduces the
significance of the institutional support initiatives as envisioned by the sector.

It is the view of the evaluation team that the checklist process should be fast tracked and further the sector
leader should consider providing support to WSA's in relation to the analysis of the results of the checkilist.

Q Transfers

Performance:

As at 31 August 2005, 52% of the schemes were transferred with a further 19% being in the process of being
transferred. Progress to date has been influenced by provincial arrangements, for example, in KZN most of
the schemes are transferred on completion, while in Limpopo a huge number of schemes are yet to be
transferred as a result of them being operated by DWAF.

Conflicting views on transfers have been expressed. In some instances transfers are seen as dumping
responsibility on local government. The transfer of 2004/05 funds to local government, for example, is
perceived as fiscal dumping and there is an expectation for DWAF to take responsibility to ensure that
municipalities can spend. At some levels, Transfers make sense for as long as the transferred scheme is
refurbished and there are funds allocated to municipalities for operations and maintenance. There are fears
that transferred schemes will bankrupt municipalities.

Challenges:

A key risk to the Transfer process relates to the manner in which the issue of staff transfers is managed. The
varied and differing interests between DWAF, WSA'’s and the relevant trade union organisations need to be
fully understood.
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Conclusion:

The role of SALGA may be the key facilitative instrument in managing this process. Interventions like
DWAF'’s Social Plan can potentially unlock fears in relation to this process if managed within a genuinely
constructed consensus-building framework.

Q Water and Sanitation

Performance:

The effect of the MIG in terms of eradicating water and sanitation backlogs has been dramatic. There is
general acknowledgement in the water services sector for the progress made thus far as a result of MIG. The
MIG programme is thus considered a suitable and adequate vehicle for the eradication of water and
sanitation backlogs. It has also found wide acceptance at local government level, and the level of access by
local government to the MIG funding is considered appropriate given the constitutional responsibility for
service delivery by local government.

It was found that reactions to and acceptance of various levels of service and technology options were
mixed. It is beyond the scope of this evaluation to determine the reason for the mixed reactions. It was
however noted that where there had been a high level of community involvement in the planning and
implementation of services (as evidenced in the Eastern Cape, where “ArchLoo” VIP’s were constructed), the
level of acceptance was considerably higher than where there was very little community involvement in the
implementation (as in the Free State, where a low-flush on-site system was employed). This was despite the
perceived higher level of service provided by the latter.

The WSDP is a valuable and effective tool for addressing water and sanitation services backlogs. In this
regard the manner in which Zululand DM has undertaken their WSDP process is considered exemplary for
all other WSA's.

It is clear from the evaluation that the IDP process commands greater attention by local government
structures compared to the WSDP process. In theory there should not be such a difference of focus since
both ought to be planning tools for local government structures. The evaluation could not conclusively
determine the reasons for such an anomaly. The extent to which dplg and DWAF strategy and political
leadership alignment consolidates in this regard may have a direct bearing on this anomaly.

It is also apparent that not all WSA’s have implemented their free basic water policies, and indeed many
WSA'’s have as yet not developed any policy relating to free basic services. This is not in keeping with the
intent of the SFWS.

Challenges:

It is considered problematic and counter-productive that service delivery is seen to be a function of services
“hardware” only. This is especially evident with the sanitation programme, in which the “Basic Level of
Service” should include “... an ongoing programme of easy to understand information about correct hygiene
practices.” In this regard, there is a general lack of appreciation and resistance (at Municipalities) to the “soft
issues” which should be considered (from a sustainability point of view) as important as putting the hardware
in place.

It is worth noting that many WSA'’s (particularly in Limpopo Province) are pessimistic about achieving WSDP
targets for eradication of sanitation backlogs. Linked to this finding is the fact that sanitation does not enjoy
universal priority throughout the sector. If this is not addressed, there is a real risk that the target set in the
SFWS for the eradication of sanitation backlogs will not be met.

Conclusion:

While the introduction of MIG has made it possible to augment the asset base at local government level, it is
also known that local governments already lack the capacity to manage their current assets. This puts a
further strain on the capacity on local governments to manage these assets. In addition, the race to eradicate
backlogs accentuates the capacity constraints of local authorities.

This environment therefore may have an unintended detrimental effect on service delivery if an appropriate
O&M strategy is not factored into the MIG planning process. It is worthy of consideration for the sector to
explore the creation of an appropriate O&M budgetary framework within MIG.
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The current state of FBW implementation is considered wholly inappropriate. FBS, which are intended to
provide basic services at no cost to indigent households, are not currently reaching the target beneficiaries.
In a perversion of the intended purpose, those communities who have no need of this form of subsidisation
appear to be overwhelmingly in receipt of the benefits. This is borne out by statistical evidence, which
indicates that, whilst 69% of the population receives FBW, it is only 60% of poor households that do receive
this. This is primarily due to the fact that many of the most vulnerable communities have not yet been
provided with water or sanitation service infrastructure, with the result that FBS can therefore not yet be
implemented.

Q Cross-cutting issues

Performance:

In relation to cross-cutting issues, it is clear that the sector continues to struggle in interpreting a succinct and
universally acceptable approach to the engagement of CSOs. This evaluation has identified differing views
and strategies, which continue to abound within the sector partners.

Notwithstanding the existence of the relevant institutional arrangements to effect this participation, namely
ward committees, the evaluation did not find effective levels of participation of CBOs in the local level
planning process.

While it is noted that there has been progress in terms of efforts to improve integration of environmental
considerations at a national level the same cannot be said of local government level. A worrying factor
though is the attitude towards environmental planning and practice at a local level where EIAs are often seen
as “necessary evils”.

Awareness of Appropriate Technology has increased since the implementation of Masibambane specifically
at national and regional level with advancements in guidelines on Appropriateness of Technology and
studies into new technologies. However, consideration of technology is generally limited in project planning
and implementation with little or no consideration given to sustainability, potential growth in the area from
projects and the future implications of operation and maintenance.

Challenge:
A key challenge relates to the extent to which gender mainstreaming has been embedded through the lifeline
of the sector wide approach.

Conclusion:

While there may be a practical realisation that the ultimate engagement strategy in relation to CSOs may be
still in its evolving state, it ought to be of serious concern to the sector partners and the sector leader that in
the period under evaluation CSOs participation in the programme significantly decreased.

The SFWS planning framework makes specific reference to the role of a strong and active civil society in
relation to identification of local priorities in the planning process. The evaluation concurs with the view that
weak community participation has a direct detrimental effect on the demand-driven planning process and on
the broader democratisation of governance.

The demand driven planning process as enunciated in the SFWS is a clear indicator of the need for
communities to be effectively engaged in decision-making. One can argue that the entire collaborative
approach at all spheres of governance is designed for this ultimate goal. The extent to which collaboration is
universally understood and practiced for this goal needs careful consideration.

It is the view of the evaluation team that this matter requires strategic intervention by all sector partners and
the sector leader. This is the one area, which the evaluation team believes needs further deliberation in the
SFWS.

All sector partners have a challenge to respond to raising the bar of community participation and integrated
planning within the planning cycle.
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Civil society organisations, both NGOs and CBOs need to define a clear strategy to engage the ward
committee process, the WSDP process and the IDP process in order for the voice of the consumer to be
heard and listened to at local government level. CSOs need to take the lead in lobbying the sector to create
conditions for participation.

Local government structures hold the key for effective participation of communities in the planning process.
These structures need to be effectively empowered in engaging communities within the demand driven
planning process. It is worthy of consideration for local government structures to develop succinct public
participation strategies in relation to planning goals.

The Sector Leader needs to review its current support programmes and activities in relation to effective
community participation within the planning process. This review should straddle across the entire
organisation of the Sector Leader. Support to community participation ought to be a strategic imperative for
the Sector Leader. The internal planning and programme management processes of the Sector Leader
therefore needs to accordingly respond to this strategic objective. Here, the Sector Leader needs to review
its skills matrix, budgetary alignment and systems in relation to this strategic objective.

For the Sector Leader to be successful in supporting the goal of community participation within the planning
process it will further need to consolidate its engagement strategies with key institutional role players, namely
Treasury, dplg and SALGA. This consideration has specific relevance to the changed fiscal environment
within which the Sector Leader has to operate. This necessitates the need for the Sector Leader to position
and align its strategy to all major capacity building grants operating in the multi-sectoral environment.

In terms of its legislative mandate, dplg is best placed in creating an enabling environment for local
government structures to effectively communicate and engage local communities, including CSOs. This
enabling environment should reflect appropriate regulations and oversight mechanisms to this end. Further, it
would be prudent for dplg to increase its levels of collaboration and coordination with the sector leader to
this end.

Q Programme Analysis

e Planning

Performance:

Based on national and provincial interviews, the positive finding was that the SFWS did appear to have a
high degree of credibility, support and buy-in from across the sector. The collaborative process that was
followed (and driven by the WSSLG) in developing the framework was seen to have been a key driver of the
extent to which the sector vision, goals and targets are bought into by sectoral role-players. SALGA's role in
championing the roll out of the SFWS (and sectoral support provided therein) to all municipalities is one
example of buy-in and commitment from a key sectoral partner.

Conclusion:

It is worthy of consideration for the sector to pay attention to the overriding objectives of the various
collaborative structures operating at national, provincial and local spheres. In essence these collaborative
structures have a direct bearing on democratisation of the sector. This democratisation process ought to be
mindful of three key factors, namely, appropriate representation; rights preservation; and beneficiary
participation. Depending on the scope and nature of the different collaborative structures, there may exist an
emphasis on particular factors. This issue should be dealt with in the design and review phases of
collaborative structures.

e Management Support Programmes

Performance:

The motivation to acquire additional management support in the sector was (broadly speaking) a response to
the recognition of capacity constraints that existed, delays in the finalisation of organisational structures,
lengthy staff procurement processes, the non-core and transitory nature of certain activities and need to
optimise the approach to service delivery.
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In terms of understanding the role and benefits derived from the National Technical Assistance Contract
(TaC), there appears to be contrasting views and experiences between DWAF and other sector role players
at the National level. Where a number of DWAF role players were interviewed, they were of the opinion that
the TaC was providing a valuable management support role to the sector and MSB Il programme. However,
non-DWAF sectoral role players appeared to be less informed about the role of the TaC or expressed
reservations as to the extent to which they could derive value from there, based on the skills mix available.
This could suggest an inadequate amount of communication and awareness building on the management
support role of the TaC to non-DWAF sector role-players and / or possible shortcomings in the extent to
which the skills mix therein talks to the needs of these role-players. DWAF's dominance in the utilisation of
this support vehicle is borne out by the fact that as of 30 September 2005, more than 95% of PEP’s had
been for DWAF?.

One of the areas within which the TaC was perceived to be providing a good service was within the
secretariat service covering the development of the Masibambane Coordinating Committee (MCC) Quarterly
Reports. A common view between DWAF and other role players (at the National level) was that the TaC
mechanism was not yet providing what could be defined as sectoral support but rather that its main focus
was still primarily the provision of support to DWAF. This may be symptomatic of the primary contractual
relationship that exists between BRIM and DWAF as opposed to other sector departments.

Challenges:

A key challenge relates to ensuring that MSPs are not procured only for the purposes of supporting DWAF,
but also the sector as a whole and this should be clearly communicated as such. It must be noted, however,
that the TaC is an optional vehicle that has been made available to the sector role players and they are
under no obligations to use it. Indeed the existence of a number of other management support vehicles
supports this fact.

Conclusion:

One of the overriding benefits in the utilisation of the MSP’s was that despite the capacity constraints being
experienced, ‘the work still gets done’. It is unlikely that the technical expertise and skills that such PSP’s
provide can or should be done away with entirely — trying to do so would perhaps be undesirable as it
suggests that the sector would have to be capacitated beyond the optimal level where the external sourcing
of capacity is strategically and economically justifiable. That the work still gets done however, might be
taking a short-term view of the situation as this may be at the cost of realising the SFWS goals of
transformation, collaboration and service delivery decentralisation in the sector. The WIN sector collaboration
review document (pg. 52 — albeit looking primarily at the Eastern Cape Province) makes reference to the
concern that consultants have been used excessively during the reform process and that if they (the
consultants) rather than sector role-players are driving reform, institutions are likely to continue doing
business as usual. The capacity constraints reflected in terms of the 30% vacancy figures and mentioned by
the majority of respondents as a reality, suggest additional effort is required to ensure that MSP’s are not
used as a buffer to remain in comfort zones and conduct ‘business as usual’. The process of finalising
organisational structures and addressing staff hiring process inefficiencies, must be prioritised to guard
against this.

e Monitoring and Evaluation

Performance:

As part of its transition to the new role of sector leader and the phasing out of the CWSS M&E system,
DWAF implemented a new system, the Performance Developer (PDF) system in 2004. The system aimed to
streamline information and provide a one-stop process in efficient data capture and retrieval. From a study
conducted on the implementation of the Performance Developer System (PDF) across the Provinces (Langa,
Grossberg, Mncwango and Struwig, 2004), a number of issues were identified that had a bearing on M&E
functions at the Provincial level.

One of the key findings from the study was that very few provinces had a dedicated M&E section. M&E was
seen to be a part-time function, and most staff was fully occupied with other responsibilities. Very few of M&E
officials interviewed indicated that they had M&E training and were struggling to conceptualise M&E
functionality. In terms of process no standardised methods of reporting to H/O, sourcing and verification of

2 Based on responses from BRIM to written questions from the MTR team
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data appeared to be in place’. This would obviously lead to non-standardised reporting. At that point in time
MIG was found to be a vague concept for most M&E officials across most provinces. Against these
challenges it was perhaps not surprising that the PDF was not fully functional in most of the regions.

With respect to the impact that the start of MIG has had on M&E a number of views were expressed. Some
of the concerns raised had to do with the longer than desired / anticipated time it has taken to have an
operational MIG MIS up and running, which role-players could access and engage for purposes of obtaining
information. The adoption of a sectorally collaborative approach (and the experience gained through MSB 1)
was mentioned as areas that could have been better leveraged in this regard. The expectation is that
departments will work together in a way that facilitates monitoring and evaluation that meets the needs of the
sector.

On the question of the impact the start of MIG has had on the ability to develop quarterly reports on progress
being made on the SFWS targets, based on discussions with the M&E unit, it is encouraging to note that this
has not been negatively impacted. With the exception of the period April to June 2005, information from dplg
has been submitted for all quarters of the 2004/05 cycle. Testimony to the validity of the data supplied is the
utilisation thereof as part of the inputs towards preparing the variable tranche release report. Information
from other sectoral departments has been forthcoming as well.

Challenges:
The main challenge being differences in reporting cycle timeframes as is the case with the Department of
Health.

Conclusion:

Although not directly attributable to the start of MIG, the concern over a lack of ‘soft’ information as opposed
to financial / infrastructural data needs to be looked at. Such information would help to better understand the
outcomes / impact being realised from the area having the single largest sector investment. A comment was
also made that sub-indicators for the institutional development and performance set of targets could be
considered in order to better reflect the degrees of progress being made with respect to such targets. The
lack of such indicators could give the impression that no progress had been made whereas this was not
necessarily true.

e Change Management

Performance:

Change Management was identified as one of the areas requiring support in terms of the Management
Support for Water Services Sector tender awarded in terms of a TaC. By most accounts there does not
appear to have been a systematic change management programme that has been put in place to journey
manage the transition of DWAF from ‘implementer’ to ‘sectoral leader. Where change management
initiatives have taken place, this appears to have been done at the initiative of individual units rather than as
part of an overarching programme. It was mentioned that part of the role of MSB coordinators was to act as
change agents.

Conclusion:

In the absence of an overarching guiding framework; the goal of MSB Coordinators acting as change agents
would prove very difficult e.g. standardisation of messages in communication becomes difficult without a
common reference point that a guiding framework would provide.

Q Financial Analysis

Performance:
= Financial reports and utilization of funds. There is continued high utilisation of funds under MSB,
but some stakeholders are concerned that some local governments and water service authorities
(WSAs) do not have sufficient capacity to absorb more funds.

= Budget process and program allocations. There has been a push for alignment of the sectoral
planning process with the overall budget process at national, provincial and local levels. But the new
fiscal and multi-sectoral environment necessitates even better integration of sectoral planning
processes with national, provincial and municipal planning and budgeting processes to ensure
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(continued) strategic allocation of funds. Efforts are needed from all sector-players including dplg,
National Treasury as well as DWAF to ensure this.

Monitoring and financial reporting. Compared to other countries in the region, the monitoring and
financial reporting system is well developed. It could however benefit from simplification as well as a
greater focus on feeding back processed data to planning units at lower levels. It also needs to be
better integrated into the overall government M&E system(s) — several departments with significant
water and sanitation expenditure are not reported for under MSB. Action is needed both from within
and from the outside of the sector such as from dplg and other institutions implementing national
information and monitoring systems to rationalise monitoring and financial reporting.

Cost effectiveness. The cost benchmark framework of 2003 for the sector is currently being revised
to become more user-friendly and relevant at project and implementation level. Cost-effectiveness
and unit costs are also receiving greater attention under MSB Il in the quarterly reports and were
identified as key issues to address during the mid-term evaluation workshop. More attention should
focus on better understanding the variation in implementation costs as well as on soft issues such as
institutional development costs and capacity building and program management costs so that it can
feed into strategic and tactical planning at national and provincial level as well as at local
government level. Capacity needs to be built within the sector to do this.

Financial sustainability of service provision. The evaluation of MSB | pointed out the need to
better understand the financial sustainability of local governments and WSAs, and in turn, respond to
the variation in financial sustainability potential. The National Treasury is carrying out work in that
regard, but the findings from the studies were not yet available at the time of the review. It is clear,
however, that that the ability of WSAs to secure adequate funds for operations and maintenance,
whether through user charges or through the ES, is still a concern to be better understood and
addressed.

Challenges:

Financial reports and utilisation of funds. There are signs of low utilisation especially under the
MIG and Capacity Building Grants (CBG) and funds tend to roll over from one fiscal year to another.

Budget process and program allocations. The new fiscal and multi-sectoral environment
necessitates even better integration of sectoral planning processes with national, provincial and
municipal planning and budgeting processes to ensure (continued) strategic allocation of funds.

Monitoring and financial reporting. The monitoring and financial reporting system needs to be
better integrated into the overall government M&E system(s) — several departments with significant
water and sanitation expenditure are not reported for under MSB.

Financial sustainability of service provision. It is clear that that the ability of WSAs to secure
adequate funds for operations and maintenance, whether through user charges or through the ES, is
still a concern to be better understood and addressed.

There is a concern regarding the extent to which the ES is used for the intended purpose. Being
an unconditional grant, there is a strong view that often the ES is used to cover overhead costs at local/
district municipality level and does not trickle down to the WSA and WSPs to provide for their operations
and maintenance costs.

Another concern was that the FBW/FBS is not appropriately targeted and reaching the poor.
Municipalities tend to provide FBW where they can reach the largest number of people at the lowest
cost, which usually means that people, who are more capable of paying for water, and in fact, at times,
non-poor, are not billed. Ways of how to discourage this need to be explored.

Conclusion:

Financial reports and utilisation of funds. More capacity building in the sector is needed and the
transferring departments of CBG need to take a lead in coordinating this effort. This does not,
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however, impede the Department of Water Affairs and Forestry (DWAF) and other sector institutions
from playing a key role as DWAF has done under the MIG.

= Budget process and program allocations. Efforts are needed from all sector-players including
DPLG, National Treasury as well as DWAF to ensure this.

= Monitoring and financial reporting. Action is needed both from within and from the outside of the
sector such as from dplg and other institutions implementing national information and monitoring
systems to rationalise monitoring and financial reporting.

= Cost effectiveness. More attention should focus on better understanding the variation in
implementation costs as well as on soft issues such as institutional development costs and capacity
building and program management costs so that it can feed into strategic and tactical planning at
national and provincial level as well as at local government level. Capacity needs to be built within
the sector to do this.

= Financial sustainability of service provision. It is clear that that the ability of WSAs to secure
adequate funds for operations and maintenance, whether through user charges or through the ES, is
still a concern to be better understood and addressed.

Where to from here.....

After considered examination of the findings the evaluation team identified specific issues that constantly
surfaced throughout the evaluation. It is therefore the view of the evaluation team that special reference
should be made to these issues. Specific recommendations relating to these issues are contained more fully
in the attached work stream reports.

O Integrated Planning Process

The finding on WSDP/IDP and PGDS alignment needs to be looked at in detail. This alignment question
goes to the heart of the programme’s current state in relation to the SWAP approach in its entirety and the
external environment in which the SWAP approach interfaces, namely the multi-sectoral environment.

The weak levels of collaboration at local government level, has had an impact on the WSDP process. This
needs careful examination and immediate corrective action as the programme evolves. The reference point
for such an examination should be the intent and spirit of the SFWS ten planning points (page 40).

While the PGDS process falls outside of the scope of this evaluation, the evaluation had to consider the
extent to which alignment transcends across the IDP/WSDP process and the PGDS process. It is clear from
the SFWS that the WSDP process is seated within a demand driven planning framework. It is unclear,
however, whether the PGDS is equally demand driven. As a result planning alignment becomes a serious
challenge. There is sufficient anecdotal evidence gathered in this evaluation, from WSAs, that point to a level
of frustration between these two planning frameworks. This poses a threat to ultimate effective collaboration
and pooling of resources as envisioned by the Masibambane approach. This matter requires strategic
intervention by the key role players. The extent to which a brokered solution in this regard is required needs
to be explored. The role of dplg and Treasury therefore becomes central.

The legislative framework and the fiscal environment places dplg at the center of all collaborative strategies
within the multi-sectoral environment. The evaluation is satisfied that the sector wide approach has
contributed positively to the multi-sectoral environment in which dplg is the key driver. It would therefore
follow that dplg ought to further support the sector wide approach at all levels.

0 Role of Sector Leader

The sector leader’ role is clearly spelt out in the SFWS, namely, sector policy, support and regulation. While
the role in relation to sector policy is universally understood and accepted, the sector leader faces specific
challenges in relation to its support responsibilities to the sector and its impending regulatory function.

In relation to its support function the sector leader operates within a multi-sectoral environment in which
consolidated funding for capacity building is largely located outside of its ambit. This poses immediate and
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long-term challenges for the sector and the sector leader. It further poses an institutional challenge to the
sector leader in relation to its obligations as enunciated in the SFWS. The Masibambane approach is itself a
complex programme that necessitates a change in the manner in which DWAF, as the sector leader, has to
operate.

The current institutional arrangement, where largely funding is outside of the ambit of the sector leader,
mitigates in favour of the sector leader developing a clearly defined collaborative strategy to engage the
appropriate consolidated funding in dplg, Treasury and other institutional partners in order to be effective in
its support functions.

The structural conditions in which the sector leader finds itself necessitates it to engage inter-governmental
coordination (within the framework of the Inter-Governmental Co-ordination Act) from the basis of interest-
based interactions with its institutional partners. This interest-based interaction requires high levels of
information sharing, lessons sharing, best practice promotion and collective problem solving on an ongoing
basis. Project Consolidate, the Water Information Network and SALGA'’s ‘lessons learnt’ initiative can lay a
firm foundation for interest-based interactions between institutional players, which has long term direct
benefits for the sector leader. In particular, the sector leader should therefore consider playing an active role
within Project Consolidate for this end. The sector leader should be equally mindful of the risks of positional-
based “inter-governmental bargaining” as it positions itself within the new multi-sectoral environment. The
sector leader should be acutely aware that positional-based negotiations are adversarial in nature, short-term
based and tend to favour the stronger financial partner.

The current fiscal environment requires the sector leader to directly align its support strategy with key local
government capacity building funding instruments. In this regard it would be worthy to mention its specific
alignment with the objects of MSIG. While the sector leader has contributed positively to the MIG process it
would be prudent for the sector leader to consider its support function in a broader context and therefore the
need for alignment with key capacity building strategies.

The sector leader has a key challenge in relation to its regulatory role as outlined in the SFWS and its role
as custodian of water resources (as outlined in the National Water Act). There exists a body of opinion which
point to a potential conflict of interest in relation to these two functions and therefore if proved to be correct, it
would have a material impact on DWAF's role as sector leader. The extent to which there needs to be a
separation of powers in relation to these two functions needs immediate examination. It is the view of the
evaluation team that this issue be examined within the context of the planning frameworks as outlined in the
SFWS. On resolution of this issue, it becomes imperative for the sector leader’s role in this regard to be
universally understood and effectively communicated to the sector partners and the role players within the
multi-sectoral environment, including the donor community.

In relation to the sector leader’'s regulatory function, the view of the evaluation team is that further
investigation should be commissioned in order to clarify the sector leader’s role in relation to its other
constitutional mandate, viz; custodian of water resources.

As the sector wide approach migrates into its third phase, specific attention should be given to understanding
and effectively communicating the impending regulatory role of the sector leader.

Q Targeting the Poor

It ought to be of concern to the sector that while there is progress in the provision of FBS across the country,
the levels of FBS provision to the poor is less than the national percentage. This raises the question on the
extent to which the ES is being targeted at the poor, thereby effectively implying that the intent of the
government’s pro poor policy is not translated into action. The fact that not all WSA’s have implemented their
free basic water policies, and indeed many WSA's have as yet not developed any policy relating to free basic
services, is indicative of the potential risk of governments pro poor policy.

Further, the absence of a single, reliable source of information regarding backlogs is considered an
hindrance in terms of planning for service delivery (including financial planning).

At the point of writing this report the indications show, at the current rate of delivery the bucket eradication
target as reflected in the SFWS would not be met, notwithstanding the fact that bucket eradication is set to
enjoy national priority.
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It is clear that much still needs to be done to give effect to Free Basic Services. It is important that a
concerted effort be made to ensure that FBS are effectively and efficiently implemented. DWAF may
therefore, as part of the Sector Support Programmes, look to provide further support to WSA'’s in order to
assist in ensuring that FBS policies are developed AND implemented to adequately address the objectives of
FBS and ensure effective and efficient expenditure to this end. In these efforts particular attention should be
given to sanitation services in order to ensure that the provision of FBSan remains sustainable and is not a
later liability to the end user.

It is imperative that the impending integrated M&E system should adequately report on the implementation of
these free basic services. In order to ensure that the reporting is indeed effective, the sector leader should
take the initiative and promote KPI's that provide an indication of how effective the implementation has been,
and in particular how effective FBS implementation has been in target groups (i.e. the poor).

It is also crucial that the extent to which the equitable share targets the poor be reported on. This reporting
process, when implemented, will give clear guidelines on the effect of government’'s pro poor policy
implementation status.

a Change Management

In any organisation undergoing the significant redefinition of role (that DWAF has undergone) the
management of the personnel uncertainties and fears is an important part of ensuring eventual success.
Such uncertainties and fears have an impact on the ability with which the department is able to effectively
lead the implementation of programmes like MSB II.

The evaluation strongly recommends that an appropriate overarching and comprehensive change
management programme be designed and implemented for the sector as a whole as well as for the sector
leader. It would be advisable for the key players, namely dplg, DWAF and SALGA to work in a collaborative
manner in relation to this recommendation.
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1.2

1.3

Programme

INTRODUCTION

The Department of Water Affairs and Forestry (DWAF) tendered and commissioned Diversity and
Transformation Solutions (D&TS) to undertake the External Evaluation of the Water Services Sector
Support Programme (Project No. 2005 — 154). The evaluation assignment covered the period 01
April 2004 — 30 September 2005.

This project has been completed and this document, Project Evaluation Report, provides, in detail,
the findings of the study. This report also provides the reader with an understanding of the terms of
reference for the study, approach and methodology applied in the conduct of the study, implications
for the Masibambane Programme as a result of the findings, conclusions and recommendations.

The draft report was discussed at the Multi Sectoral meeting on the 08™ November 2005. Inputs and
comments from this meeting have been reviewed, considered and where necessary incorporated,

Background and Objectives of the Masibambane Programme

The Masibambane Programme is a multi-annual, multifaceted Water Services Sector Support
Programme (WS-SSP) of the Government of South Africa in the water and sanitation services
sector, whose overall objective is to provide basic water supply and sanitation services through the
support of strategic policy development, water and sanitation services provision to selected poor
rural communities though institutional support to assist various levels of public sector institutions. It is
about provision of sustainable service delivery rather than construction of facilities alone.

Addressing of inequalities in the distribution and access to domestic water and sanitation in South
Africa is a major driving force behind the programme. The programme involves a variety of
government departments at all levels as well as civil society role players and stakeholders. These
include the Department of Water Affairs and Forestry (DWAF), the Department of Provincial and
Local Government (DPLG) and the National Treasury at national level, provincial and local spheres
of government, as well as civil society organisations.

The ultimate aim of the programme is to decentralise provision of water and sanitation services to
local government institutions. This requires collaboration, integrated planning and implementation as
well as capacity building of all role players.

Purpose of the Mid-Term Evaluation

The Mid-Term Evaluation considers progress against key activities and targets and is ultimately
intended to provide the impetus for adjustments that may from time to time be required in order to
keep the Masibambane programme relevant to the broader sector goals. The need for evaluations,
including both mid term and final evaluations is re-iterated in the EU Funding Agreement, and the
evaluations have been made a requirement in terms of this funding agreement.

The current assignment, “Project 2005 -154 Mid-Term Review of Masibambane Il Programme” is
one such evaluation and there have been two evaluations for Masibambane I.

Scope of the evaluation

The overall objective of the study was to assess the progress of the programme against the Strategic
Framework for Water Services on the basis of the indicators formulated by the sector. The situation
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with regard to MIG and CBG has also been evaluated. Emanating from these assessments,
recommendations for improving on the progress made and orientation of programme procedures for
both MIG and CBG, if necessary had to be generated.
The following objectives were critically evaluated:

1. The effectiveness of sector collaboration & coordination and the implications of the SWAP
approach (first of its kind)

2. The institutionalisation of Masibambane (its approach, objectives and modus operandi) and
the effectiveness and strategic impact of Masibambane (as a whole)

3. Achievement of outputs and progress in meeting strategic objectives as outlined in the
Strategic Framework for Water Services, including the extent to which cross cutting issues
have been considered

4. Appropriateness of approach and strategies including the appropriateness of the approach
and strategies taken for the above points

5. Evaluate the effectiveness of special development initiatives aligning IDPs and WSDPs with
the PGDS

6. Evaluation of strategy - within the context - and appropriateness of the changes made in
order to make recommendations for the future implementation of the program

7. To what extent has the program results been entrenched on a sustainable basis

8. The situation with regard to the support from MIG and CBG to the water services sector and
re-orient the programme procedures if required

9. The extent to which the capacity building initiatives of DWAF and the sector have been
successful

10. The situation with regard to the impact of Project Consolidate on the Masibambane
approach, objectives and modus operandi

In order to achieve the objectives detailed above, the following main issues were covered by this
evaluation:
0 Water and Sanitation Services

v" An assessment of the water and sanitation service delivery activities and results. Among
others this includes a detailed review of the quality of the project business plans, choice of
technology, cost estimates in relation to current market prices, quality of end-products and
the participation of women and men of the communities involved. The following focal points
of the delivery process will be taken into account:

- Reduction in water supply backlogs
- Operation and maintenance

- Reduction in sanitation backlogs

- Outreach education campaigns

v' The process of decentralisation of the water and sanitation services function to the local
government level and migration of infrastructure delivery to a single national funding channel
(MIG)

v" MIGs contribution to the water services sector

v' The implementation plans for accelerated and expanded sanitation programme

0 Water Sector Support

v" An assessment of the management support programmes, designed to strengthen the
administration and implementation activities of DWAF

v'An analysis of the impact and implementation of the sector wide approach including an
assessment of the appropriateness of the approach and strategies is required

v" An assessment of the sector co-ordination structures and the quality of involvement of other
sector stakeholders in terms of ownership and joint (or decentralised) decision-making
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An analysis of the extent to which the following have been implemented and their

effectiveness and efficiency:

- The water services sector is efficiently co-ordinated and organised in the provinces

- SALGA and Municipal Structures are supported to effectively participate in water
services policy development and implementation

- An effective regulatory framework and performance monitoring system is established
that will enable DWAF to measure, regulate and report on the performance of WSAs and
WSPs

- A sound and enabling policy framework for all key issues in water services sector is
clarified and implemented

- DPLG supported to establish a MIG Strategic Management Unit at Head Office and
perform its role as manager of MIG

- Activities of the programme effectively disseminated through knowledge management
and lesson learning documentation

- Training courses developed together with training materials in the context of building
capacity the training of trainers

Institutional Support

v

An assessment of the institutional development and support activities and results. Here
specific emphasis will be given to the appropriateness of approach taken and the support
provided to local authorities involved and the existence and quality of transfer policies and
strategies

An assessment of the institutionalisation of the water services sector support programme

An assessment of whether or not the strengths of the different role players (i.e. Government,
NGOs and the private sector) have been optimally utilised in order to achieve maximum
benefits and strategies to strengthen participation of the NGO/CBO sector

An assessment of the extent to which the programme has succeeded in ensuring that WSAs
and WSPs have an improved capacity to fulfil their respective functions and discharge their
responsibilities in an efficient and business like manner

An assessment of the extent to which WSPs operate water services schemes effectively and
efficiently and honour the service delivery agreements with WSAs and ultimately provide a
reliable service to consumers

O Transfers

v

An assessment of the progress with transfer of DWAF schemes to local authorities to
operate and maintain these schemes. This includes the extent to which transfer of
ownership of water services infrastructure, the movement of people and the responsibility of
operation and maintenance has been achieved. The effectiveness of the process was also
analysed.

0 Cross-cutting and Management Issues

v

An assessment of cross-cutting issues and especially how gender sensitivity, environmental
impacts and appropriate practice are taken into account and the empowerment and
involvement of organs of civil society

An analysis of the project and programme management techniques and tools utilised
together with an analysis of the monitoring and evaluation systems

An analysis of the finance and reporting tools and processes was also undertaken
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2. APPROACH AND METHODOLOGY TO THE EVALUATION

21 Approach to the study

The evaluation was carried out at national level and provinces, hamely Kwa-Zulu Natal, the Eastern
Cape, Limpopo, North West, Western Cape and Free State Province as well as at a Local
Municipality level.

Participatory approaches were used throughout the process of the data collection. However D&TS
maintained its independence in data analysis and reporting. Data was collected through interviews
with key sector role players and other relevant stakeholders, field visits and review of relevant
documents.

Specifically, the evaluation was structured as follows:

v

ANANENEN

Review of policy documents, programme proposal, financing proposals, financing
agreements, work plans, project business plans, progress reports and other programme
reports at national level

Interviews with stakeholders at national level (sector partners) and EU officials from the
Delegation in Pretoria

Interviews with stakeholders in the selected provinces (Limpopo Province, Kwa-Zulu Natal,
Eastern Cape, Western Cape, Free State and North West)

Review of provincial strategies/MAAPS, work plans, project business plans and other project
related documents at a provincial level

Field and project visits in the Limpopo Province, Kwa-Zulu Natal, Western Cape, Free State,
North West and the Eastern Cape including interviews with representatives of local
governments, members of water committees and beneficiaries

Preparation of interim draft report

Presentation of final draft report and recommendations

Workshop report findings

Preparation and submission of final report

2.2 Methodology

2.2.1 Data Collection

Sampling Framework

The sample of interviewees, site visits and documents for review are based on the scope of work
outlined above. The sampling framework is as follows:

v

v

Respondents at national level, including DWAF, DPLG, SALGA, the EU Delegation in
Pretoria, Civil Society
The provinces identified (Eastern Cape, Kwa-Zulu Natal, Limpopo, Western Cape, Free
State and North West)

Within each of the provinces, the following were targeted as the respondents:

AN N N NN

DWAF Regional Manager and staff

Provincial Sectoral Forums

Provincial Department of Local Government and Housing
Water Services Authorities

Water Services Providers

Civil Society Organisations

Project Steering Committees
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v' Water Services Sector Leadership Group
v" Programme beneficiaries
v SALGA
v' Consultants, implementers and other agencies
Instruments

Each evaluator had a generic section covering key issues to be addressed. Each individual evaluator
ensured that the investigation instruments utilised covered adequately the issues specified in the
terms of reference.

Prior to undertaking the provincial visits, the project team familiarised themselves and undertook a
review of provincial strategies / MAAPS, work plans, project business plans and other project related
documents.

Data Collation and Analysis

An accurate paper trail of information to ensure efficiency and professionalism with data handling
and accessing, was adhered to.

Throughout the process, close supervision of task completion and document capturing took place.
All progress reporting and draft reports adhered to the adopted format for the final report so as to
ensure expectations in terms of deliverables are met.

Reporting
The reporting arrangements for the project were as follows:

v' Weekly progress reports were submitted to the Project Steering Committee;

v Weekly meetings between the Project Director and Programme Manager and Project
Management Committee to discuss issues arising out of the progress report etc were
convened,;

v' The Draft Inception Report was workshopped with the Masibambane Steering Committee

v" The Revised Draft Inception Report was workshopped with the Masibambane Co-ordinating
Committee

v" Workshops with various stakeholders were held as part of data collection as well as to
present and discuss preliminary and proposed final project outputs;

v" A short monthly communication summarising progress that has been made on the project as
well as key activities / action items for the following period;

v" Two workshops were held with the Resource Group, the first to finalise the Inception Report
and the second to discuss the draft /preliminary workstream reports.

Project Schedule
The time frames for the project were as follows:

The study commenced on 08" July 2005: Project Initiation meeting
First Draft Inception Report: 18" July 2005

Finalisation of team composition: 29" July 2005

Draft Final Inception Report: 10" August 2005

Workshop Draft Final Inception Report with Steercom: 15" August 2005
Approval, in principle, of the Inception Report: 18" August 2005
Interviews and programme evaluation (completed): 28"™ October 2005
Data analysis and first draft workstream reports: 28" October 2005
Multi Stakeholder Workshop: 08™ November 2005

Final Draft Report: 22" November 2005

O OO0OO0OO0OO0OO0OOoOOoOOo
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3.1

3.1.1

Constraints

The following constraints are considered to have had a negative effect on the outcomes of this
evaluation and may effectively affect the validity of some findings:

v/ Attendance of provincial interviews by WSA and other municipal representatives was less
than satisfactory;

v"In a number of instances copies of project business plans were requested, but these have
never been submitted. Efforts will be made to contact the municipal representatives in order
to rectify this situation. It must however be noted that to date no project business plans have
been reviewed. A generic copy of the “standard” MIG project business plan has however
been reviewed,;

v It should furthermore be noted that site visits were limited, and it was not possible to make
an evaluation of all technology (including appropriate technology) options that have been
implemented. The evaluations in this regard are therefore based on the limited “on-site”
interactions and anecdotal evidence provided by municipal representatives;

v DPLG were also not adequately represented at provincial interviews and the evaluation is
therefore dependant on information provided by national DPLG representatives;

v" When the provinces were requested to provide the team with printouts from the database,
only one province responded with quantitative data that was forwarded by a consultant;

v Another Province referred the evaluator to the implementing consultant;

v/ This is a clear indication that access to important information for planning and development
is not easily nor readily accessible;

THEMES

Sector Collaboration and Institutional Support
Findings

O Sector Collaboration

Sector collaboration is the overarching objective of the Masibambane Il approach. The approach
seeks to encourage active participation of government partners, organs of civil society and
communities.

Sector collaboration has made some strides and has proved to be able to bring the sector partners
together. Sector-shared goals have been agreed to and coherently documented in the Strategic
Framework for Water Services. Further the roles played by each sector partner are clearly defined.

National Coordinating Structures with working groups have been established. These structures bring
together key national departments, SALGA, Organs of Civil Society and the donor community.

The establishment of the national sanitation task team (NSTT) that must report to the Municipal
Infrastructure Task Team (MITT) is evidence of an attempt to co-ordinate sanitation initiatives in this
sector. Similarly, Provincial Sanitation Task Teams (PSTTs) have been set up in each province to
coordinate the provincial sanitation effort.

Evidence of collaboration can further be seen from the interaction that happens between the
Environment and Recreation Sub-Directorate of DWAF nationally (located within the Water
Resources Directorate) and DEAT regarding the mainstreaming of environmental considerations in
the water services and sanitation sector. During this evaluation period, progress has been made in
the development of an EIMS and other environmental tools that can be effectively rolled out by
DWAF at a national level to sector role players at provincial and local government level. This
environmental management system has been refined and workshopped over the past 18 months
and the roll - out phase is now ready for implementation. The DEAT have played a constructive and
helpful role in refining this environmental management system.
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With regard to the extent to which sectoral collaboration contributes to the area of planning outside
the national level of government i.e. inter and intra provincial and local government levels, the
general impression (based on observations and feedback from respondents on the provincial visits)
was that cross-sectoral representation could be improved. This is evident from the fact that a less
than optimal alignment exists between the WSDP and IDP planning processes and outputs e.g. the
water services component of the IDP not being adequately informed by the WSDP (and perhaps
vice-versa).

An obstacle to achieving quality planning collaboration in the sector was identified in the uneven
capacity between role players that influenced the extent to which each could effectively engage in
planning (and other) activities. Although not exclusive to, this problem was found to be particularly
problematic at the provincial / regional and local spheres and evidenced through the activities of
regional MSB forums / collaboration structures. The following issues were identified by provincial /
local level respondents as factors influencing the extent to which effective sectoral collaboration was
taking place within provincial water services forums (which represent a core component of provincial
level programme management):

v Uneven attendance of sectoral forums by role players;

v Changing role-player representatives which negatively influence continuity and the building of
relationships;

v Uneven seniority of persons representing institutions that would compromise the extent to which
decisions could be taken at such forums;

v Unclear legal authority of forums to take binding decisions that apply to sectoral role players

v Degree of maturity of the forum where the ‘original’ MSB provinces of Eastern Cape and Kwa-
Zulu Natal have built up experience over time in contrast to the relatively new forums of other
provinces. Through initiatives such as the Water Information Services Network (WIN) the
intention is to have the learning curve for these provinces significantly shortened.

v Lack of strong and focused leadership of the forums

Institutionalisation of the sector wide approach: An enabling environment has been created by
the sector for the institutionalisation of the approach. There is general consensus that sector
collaboration is institutionalised at national levels. While the local government structures inherently
operate in a multi-sectoral environment, which facilitates collaboration, the levels of effective
community participation need to be enhanced. A key element in institutionalizing sector collaboration
rests with the current individual drivers and champions of this process. Institutionalisation of the
programme at municipal level is in some instances difficult as a result of staff turnover.

At the same time there are push and pull factors to be considered. Municipalities are drawn to the
approach because there are financial gains to be made through various initiatives. Some partners
are pushed away because of the demands placed on them by their own organization or because
there is no monetary gains. Those individuals who are committed to the vision see the benefit of joint
planning and to some extent recognize the value of the sector leadership.

Owing to the huge contribution (50 %) DWAF has made to MIG and the role it has played previously
(pioneering and championing delivery) there is a need to develop a sound collaboration to ensure
that service delivery is not compromised but rather improved. The institutionalization of the sector
wide approach can only be enhanced if the utmost levels of collaboration between DWAF and DPLG
are pursued.

Placement of individuals in key strategic areas within institutions has proved to be a successful
vehicle for institutionalizing the sector wide approach.

There is a need however for individual specific orientation to deal with knowledge gaps. The
Masibambane Coordinators benefited from intense induction/orientation, which enabled them to
operate within this rapidly changing environment. The same orientation should be extended to those
individuals placed in other institutions to ensure effective integration.

The extent to which the programme can be effectively institutionalized therefore, depends on
understanding the environment (stakeholder, administration, political) organizational motivation
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(incentives rewards), capacity (human resources, finance, skills, inter-institution linkages, leadership)
and organisational performance (effectiveness, efficiency, and relevancy. These four key elements
as demonstrated in diagram 3 are interdependent.

There is a realisation that the sector is comprised of all institutions that are inter-dependent in nature.
DWAF as the sector leader needs to deal with intra-departmental collaboration and bring all sections
on board.

Institutionalisation of Masibambane within CSO: The Masibambane Programme recognizes the
need to engage civil society organisations in creating a link between government and local
communities. The programme has thus far managed to assist civil society organisations to develop a
framework for their participation and establish a forum within which they can participate. Sector
collaboration is regarded as an important concept that must be pursued. It is however difficult for
CSO to collaborate when everyone is competing for the same resources. The flow of funds through
MIG and delays in the Masibambane forces CSO to operate in a survival mode and as a result
compromises the effectiveness of structures created to facilitate collaboration. There is a perception
that there is no mutual benefit in collaboration or that this still needs to be realised.

It is abundantly clear that the sector continues to struggle in interpreting a succinct and universally
acceptable approach to the engagement of CSOs. This evaluation, like the previous two evaluations,
has identified differing views and strategies which continue to abound within the sector partners.
While there may be a practical realization that the ultimate engagement strategy in relation to CSOs
may be still in its evolving state, it ought to be of serious concern to the sector partners and the
sector leader that in the period under evaluation CSOs patrticipation in the programme significantly
decreased. It was beyond the scope of this exercise to conduct a conclusive audit in relation to this
question.

Integration of Cross-cutting issues

In order to holistically institutionalize collaboration gender equality and the need to mainstream
gender is a fundamental pillar. The extent to which this key cross-cutting issue is embedded within
the SWAP will have a direct bearing on sustainable social development and consequential impacts
on local economic development.

Although sector partners generally agree on the usefulness of the approach there are, however,
challenges to the continuance of both collaboration and the institutionalisation of the Masibambane
Programme. The situations detailed below serve to demonstrate some of the challenges that have
been encountered:

v Although the SFWS states that the Department of Environment Affairs and Tourism (DEAT) has
a role to play with regard to water and sanitation supply sector in so far as environmental impact
assessments (EIA’s) are required for water service infrastructure projects, and in participating in
joint ventures that promote conservation, cleaner technologies and waste minimisation, limited
collaboration was noted between DEAT and the water services sector role players such as
DWAF, DPLG, Department of Housing, Department of Education, etc.

v The composition of the sector is sometimes difficult to understand as a result of DWAF heavy
attendance of meetings and the sporadic involvement of key partners in some instances. This
raises the question on who or what constitutes the sector? Water Services Authorities in general
prioritise the sector meetings. Attendance is however affected by staff turnover which results in
inconsistencies.

v However, findings noted during the field visits indicated that there is a need for greater
institutional support and integrated planning to prevent two different sectors implementing similar
projects in the same area. For example, there is a need for greater collaboration between the
Department of Housing (DoH) and the WSA's relating to the implementation of sanitation
services (two toilets constructed on one property by two different sector providers).
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v The national structure is not replicated in the provinces. The fluid conditions at local government
levels are not helpful since these lead to inconsistencies and a continuous need to bring new
members on board.

v The structures exclude beneficiaries and as such their voices are not represented in decision-
making. As a result of this community apathy crystalizes. During the site visits, this was
demonstrated by people going about their business, ignoring the presence of those visiting
projects and only engaged if asked questions. Community members do not volunteer information
and perhaps are silent because they see the projects as donations to which they have limited
rights. In one project the community members interviewed explained that they are still sleeping
in the shack and using the house for storage because they do not trust the quality of the house.
In some instances, they were not knowledgeable in using the low flush system provided and
always complained that it did not work. The values espoused for in sector collaboration cannot
be fully realised unless the community is part of the process. Further, Men in Project Steering
Committees and Village Steering Committees are able to marginalise women from work
involving manual labour traditionally done by men (digging and building top structures of VIP
toilets) in some regions in Provinces e.g. Eastern Cape. It is the general perception that laying
pipes is a suitable occupation for women since it requires very little manual labour. This is a
result of loopholes that exist in the founding documents (constitutions) of the Project Steering
committees and Village Steering Committees. These constitutions are not aligned to the
Countries Constitution, CEDAW, the Beijing Declaration and Platform for Action, and The UN
Universal Declaration of Human Rights, the basis on which all gender policies in the country are
formulated.

v SALGA has uneven capacities, therefore does not play the same role in all provinces.
Masibambane funding for SALGA is not appreciated the same way by all. Some individuals are
of the opinion that SALGA is too involved with programme details and that it is not paying
enough attention to municipal performance management.

v In general Water Boards are not involved in the sector wide collaboration with the exception of a
few at provincial levels. Participation in view of implications of Section 78 is critical.
Relationships between the boards and WSAs could be improved through sector collaboration.

Q Institutional support

Based on interviews with municipal officials, it is seen that the current focus at Local Government
level is not on developing institutional support but more on addressing the most critical matters
relating to delivery of services and the continued operation of existing infrastructure (crisis
management).

This is also true at District and Regional planning stages with co-ordination limited to water source
with limited or no co-ordination between the various role players in project master planning for
implementation and joint planning of projects and utilisation of skills available.

Local government is faced with a number of challenges, many of these requiring quick efficient and
effective responses. These demands are placed on institutions with uneven capacities, with many
Water Services Authorities having assumed water services responsibility in 2003. To this end
various systems, procedures and support programmes have been put in place to assist
municipalities in understanding their roles; in making decisions on water services provision (Section
78- Municipal Systems Act); in taking over water services schemes (Transfer Policy) and in
organizing itself in a cost effective manner for service delivery (Institutional Reform).

Further, DWAF in consultation with sector partners developed a national Sector Support Strategy3.
The strategy seeks to give effect to conditions made in the Constitution* and the Municipal System
Act, which places an obligation on District Municipalities to build capacities of Municipalities. Sector
partners have implemented various capacity building initiatives. These initiatives, although difficult to

% Draft Sector Support Strategy 2004
* Section 154(1) and 156(6) makes obligation for all spheres of government to support local government to
manage and perform its function.

Project Evaluation Report 31 of 209
Nov 2005



Mid-Term Review of Masibambane 1l Programme (@)
PROJECT 2005 - 154 Masibambane

quantify, have increased municipalities’ understanding of their roles, assisted them in formulating by-
laws and in understanding their capacity and constraints.

Attempts to improve capacity within various institutions have, further, been made through
appointments and placements of individuals including the Masibambane Coordinators. Benefits of
these placements however vary from institution to institution.

dplg has also made available two grants, MIG and CBG/MSIG to support municipalities. The main
challenge is the synchronization of these two grants. These two grants are managed from different
sections in dplg and there is no sense as yet as to how they are coordinated to ensure municipal
capacity building and the eradication of backlog to meet set targets. According to the draft Sector
Support Strategy R800 million has been allocated for capacity building for 2005/06 financial year.

The National Department of Housing has also set aside R30million for 2005/06 capacity building.
Housing together with DPLG are working out details focusing on specific housing capabilities and
linking with Project Consolidate.

The lack of clarity, direction and planning in terms of the CBG (or MSIG) is considered problematic.
This stream of grant funding provides an opportunity to strengthen the local government in order to
more effectively provide services.

What can DWAF do, as sector leader, to ensure that the MSIG is appropriately and
effectively utilised?

DWAF has the opportunity, given the general prominence of the water and sanitation sector, to
emerge as a pioneer for the successful implementation of the MSIG. In order to take the lead,
DWAF will not only have to identify WSA'’s with shortcomings, but also identify what “systems” are
in need of improvement at these WSA's.

The shortcomings at WSA'’s will already have been identified during DWAF interactions with these
institutions. Project Consolidate has also pointed out a number of WSA'’s that are struggling to
provide water and sanitation services and WSA'’s that have not yet commenced their WSDP
process will provide a further linkage. Given the hands-on dealings that DWAF has had with many
of these WSA's, they are in a position to provide inputs as to what actions are required.

Once a clear strategy for improving municipal systems” has been developed, DWAF will be in a
position to lobby DPLG (as the “custodian” of the grant) for appropriate financial support from the
MSIG.

There has been mixed or differing reaction to the importance of the Strategic Technical Assistance
provided as support mechanisms. It is viewed in some quarters as critical while others regard it as
stifling capacity development through consultants driven processes. The extent to which there is
even distribution of resources to facilitate collaboration still needs to be established. In most
provinces, the technical assistance contracts were finalised in time while in the Free State for an
example, the appointment was only made in August 2005. In general though, Technical Support in
most provinces has proved to be the pillar of the programme.

Although there are general comments to the effect that the capacity building allocation is not
adequate, expenditure patterns as at the first quarter do not support this notion. Funds allocated are
not spent.
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Table 4: Quadrant 4 Non Water Services Capacity Building Grants

2005/06 2005/06 Water | 2005/06 % Expenditure
Sector Sector Budget | Expenditure
Budget R’000
R’'000 R’000

Local Municipality

Financial 132 500 13 250 995 7.5%

Management

Grant

Local

Government 350 000 - -

Restructuring

Grant

Municipal System

Improvement 200 000 20 000 - 0.0%

Grant/

Programme

Total 682 000 33 250 995 3.0%

Source: Masibambane 2005/06 First Quarter Report

It has been noted that much of the capacity building efforts of the programme (Masibambane) are
directed at WSAs, with little or no attention paid to WSPs.

Also, it has been established that provincial champions, as would be expected, do not possess the
same levels of expertise and capabilities (notwithstanding the fact that a skills audit was not
undertaken), resulting in varied levels of their operational capabilities. Perhaps these variations are
necessary for as long as there is sufficient information sharing and best practice promotion. There is
a need however for national level support in instances where champions are new to the sector and
where the sector coordination structures are in formation stages.

The migration from LGWSETA to the Energy SETA has been viewed as a positive move for the
water chamber. The Energy SETA has thus far concentrated on water services. There is a need,
however, to expand focus to also include water resources. Water Services Providers, in particular
Water and Irrigation Boards, should take advantage of opportunities created by this SETA as are
WSAs, which are currently exploiting opportunities presented through this SETA and thus enjoy
maximum benefits.

It has been established that Operations and Maintenance will or is the current threat to sustainability.
In most instances municipality admit that they do not have plans or that their plans are reactive in
nature. This issue needs to be addressed during the Section 78 processes. The institutional
component of the programme is increasingly becoming important. Proactive plans are required to
sustain sector assets and to ensure that services provided are of the best quality, reliable and cost
effective. There is a need therefore for municipalities to fully understand what their requirements are
to optimally deal with O&M issues.

With the completion of the authorization of Water Services Authorities in 2003, there was a need to
put in place strategies that would enable municipalities to adapt to the new institutional environment.
In this regard a Draft National Sector Reform Strategy was been formulated through the participation
of DWAF, DPLG, National Treasury, SALGA and SAAWU. The strategy is however still in draft form
and as such the extent to which it has been implemented could not be evaluated. It is a positive step
in the right direction though that it has been developed.

However, concerns have been raised about this process having the potential of undermining Water
Boards who are experienced in the field and placing the responsibilities of bulk and retail in the
hands of new WSA some of whom are still struggling to understand the new role and cost recovery
especially in areas where the majority of households are poor.
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Further it should be of concern to the authorities that the implementation of Institutional Reform,
Transfers and Section 78 processes has not been integrated (some municipalities have reported
during the evaluation that they are unable to take on transfer because schemes to be transferred are
regional in nature or straddle across a number of municipal boundaries).

a

Transfers

The following findings have emerged in relation to the transfer process:

v

A joint policy on Transfers has been formulated through the collaboration of DWAF, DPLG,
SALGA and the National Treasury

There has been a revision of the target for completing the transfer process, from 2005 to 2008
Of the 514 schemes 52% were transferred as at 31 August 2005, with a further 19% being in the
process of being transferred

Progress on the process is highly influenced by provincial arrangements. For example in KZN
most of the schemes are transferred on completion, while in Limpopo inherited schemes and
those implemented after 1994 have been operated by DWAF thus leaving a large number of
schemes yet to be transferred

The process is complicated, time consuming and requires consistency and perseverance. The
challenge for DWAF is to ensure that municipalities make the right decision on water service
provision and that conditions of transfers are clearly spelt out and agreed to.

Different capacities at local levels affect the process

Institutional arrangements at a local level have a bearing on the process (there are different
labour organisations to be consulted and negotiated with. At a national level, the programme
deals with NEHAWU and PSA while at local levels negotiations are between IMATU and
SAAWU. To demonstrate how complex this process can be, there is a situation where national
level decisions of NEHAWU cannot be implemented at local levels since they have no presence
at that level. This is reflected in the reluctance by Water Services Authorities to take over DWAF
staff).

A memorandum of understanding between DWAF and SALGA to set parameters for staff
transfer will be signed

A corporate pool of ring-fenced staff for transfer has been established.

Most schemes were designed as regional schemes and are therefore not aligned to municipal
boundaries. Concurrent decision-making is therefore problematic where a scheme to be
transferred is cross boundary in nature.

There are fears that transferred schemes will bankrupt municipalities

Section 78 processes have not yet been completed. Municipalities are still in the process of
making decisions on Water Service Provision. Potential tension exists between municipalities
who chose to provide service themselves and Water Board who have played the WSP role.
Conflicting views have been expressed on transfers. In some instances transfers are seen as
dumping responsibility to local government. The transfer of 2004/05 funds to local government
for an example is perceived as fiscal dumping and there is an expectation for DWAF to take
responsibility to ensure that municipalities can spend. Municipalities in some instances are still
struggling to spend on 2004/05 allocations and have not yet accessed their MIG allocations. At
some levels, transfer makes sense for as long as the transferred scheme is refurbished and
there are funds allocated for municipalities for operations and maintenance.

3.2 Water and Sanitation Programme

3.2.1 Findings

Water and Sanitation service delivery is at the heart of the Masibambane Programme. In this regard
it is understood that the Masibambane Il Programme aims to assist in strengthening the sector and
in so-doing create an enabling environment in which the objectives of the Strategic Framework for
Water Services (SFWS) as well as the Millennium Development Goals (in so far as they relate to the
Water Services Sector) can be met or exceeded.

Opinions on whether the sector targets will be achieved differ but in general all sector partners know
about and have accepted the SFWS as the measure for success.
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The MIG and CBG are considered complimentary, and the successful implementation of MIG funded
projects is therefore influenced by the establishment of suitable capacity at Municipalities. It has
been noted that whereas both the MIG booklet and the DoRA previously referred to the CBG, both of
these documents now refer to the MSIG. The stated purpose of the grants, as well as the objectives,
has been revised (as published in the DoRA). The fundamental purpose of these grants, to assist in
creating capacity at municipalities, has however remained unchanged.

MIG funding allocations for the next 3 years (up to and including the 2007/08 financial year) have
been identified in the 2005 DoRA. Similarly, funding for municipal systems improvement has also
been identified. These grants are both allocated under Vote 5 of the DoRA.

2005/06 2006/07 2007/08

R 5436 R 7453 595 R 8301
161 000 000 274 000

Municipal
Infrastructure Grant —
MIG (Vote 5)
Municipal Systems
Improvement Grant
(Vote 5)

R 200 000 R 200 000 R 200 000
000 000 000

It is noted in the 2003 DoRA that expenditure against this grant had previously not reached the full
allocation. It has also been noted (from anecdotal evidence) that expenditure in this regard is
traditionally slow and targets are often not met.

There is general acknowledgement in the water services sector for the progress made thus far by
MIG. There is also however still some criticism, particularly from DWAF, regarding MIG
implementation and processes. In particular, the MIG is criticised for the reason that the “lessons
learned” during the CWSS implementation have not been adequately transferred to MIG, and that
this has resulted in a MIG process that is not sufficiently holistic in this approach and is, in addition,
also short on beneficiary representation.

The support initiatives being undertaken by DWAF as part of the Masibambane programme are
considered to be well aligned with the SFWS and are furthermore appropriate to the MIG process.
The MIG process is in turn considered as being a process in development. This fact is evidenced by
the publication of a revised MIG “booklet” during the course of this evaluation.

It is considered problematic and counter-productive that service delivery is seen to be a function of
services “hardware” only. This is especially evident with the sanitation programme, in which the
“Basic Level of Service” should include “... an ongoing programme of easy to understand information
about correct hygiene practices.” In this regard, there is a general lack of appreciation and resistance
(at Municipalities) to the “soft issues” which should be considered (from a sustainability point of view)
as important as putting the hardware in place. The question has repeatedly been asked whether any
of the lessons learned in the CWSS programme have been applied to the MIG. This may be linked
with the “Planning issues” but also related to community participation and sustainability issues. The
social development focus of the Masibambane support plan is therefore considered a positive step.

The support role that can be played by DWAF in the planning process as well as registration of MIG
planning projects within the water services sector is worthy of further development. It has been noted
that the approach to planning for MIG delivery is based on funds approved by MIG, and projects are
“fitted into the budget” rather than the budget being tailored around the planned and budgeted
service delivery needs.

There is no doubt that the MIG has had a profound effect on service delivery since its inception in
April 2004 (R 4,8 billion spent between April '04 and end June ’'05). How effective this massive
expenditure has been is however uncertain, particularly in the light of what is often reactive planning
(i.e. real planning only takes place after MIG has allocated funds, and then only to see what can be
fitted into the budget).

The WSDP is a valuable and effective tool for addressing water and sanitation services backlogs. In
terms of recognition for the WSDP, the MIG “booklet” provides ample references to the IDP, whilst
very little reference is made to the WSDP in the booklet. This fact detracts from the importance of
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the WSDP as a planning resource for WSA'’s. It is however also acknowledged that MIG does not
give any greater prominence to other sector plans, and that water and sanitation services do enjoy
the lion’s share of the MIG expenditure (approximately 64%).

The MIG booklet states that “... if a municipality is unable to adequately prepare its IDP, it
will not be able to identify and prioritise MIG projects. This is a serious capacity constraint
which must receive urgent attention.”

What does this statement say about WSA'’s that have not yet commenced the IDP
process? What weight should be given to the water and sanitation portion of an IDP in the
absence of an adopted WSDP?

It is not known how many local municipalities had completed and adopted their IDP’s by the end of
this evaluation period.

Where WSA's are not local municipalities, problems have been encountered in aligning the IDP’s
with WSDP’s. Although these documents will eventually align through their iterative development
processes, better acknowledgement of the WSDP in the MIG could only benefit both planning
processes.

Both local municipalities and WSA'’s have commented on the lack of alignment between the IDP and
WSDP documents when compared to the PGDS. This PGDS process is not considered by LG to be
appropriately demand driven, and is therefore very much “top down” orientated.

Zululand District Municipality (KZN) have undertaken what is considered to be a meaningful and
productive WSDP process. This DM has undertaken feasibility studies for all projects identified. The
feasibility studies have addressed issues relating to bulk sources of water, populations and options
for levels of service and has provided a well constructed budget for each of the projects and
initiatives identified. The result is a well informed, realistically budgeted WSDP that provides the DM
with a link between their responsibility for the provision of water and sanitation services and the
implementation resource that is available in the MIG. They are now well informed as the actual
extent of backlogs, the cost of implementing various options to eradicate these and the effect that
this will have on their water resources.

The manner in which Zululand DM has undertaken their WSDP process is considered exemplary for
all other WSA's. It was acknowledged by Zululand DM that this process was considerably more
costly than the norm, but that the planning cost was considered justifiable as it had provided the
WSA with a vital planning tool. If all WSDP’s were undertaken in this productive manner, would there
be any problem in aligning WSDP's with IDP’s?

Integration of Cross-cutting issues:

Gender Equality and the need to Mainstream Gender in order to level the playing fields of a
patriarchial society, forms an integral part of the countries constitution hence governance policies
and frameworks.

In order to effect the mandate of the constitution, legislation and policies were developed. Relevant
to the water sector are the Water Services Act of 1997, the National Water Act of 1998 and the
White Paper on Water supply and Sanitation Policy of 1994. These policy documents do not
adequately capture South Africa’s commitment as stated in the Constitution, neither does it
adequately contain South Africa’s alignment to International policies and frameworks on
mainstreaming gender and sustainable social development.

Definition: Gender Mainstreaming

To create a safe enabling environment in the water and sanitation services sector for women and
men to participate equally in realising their full potential and put in place mechanisms to facilitate
equal access to resources and opportunities in a fair and just manner at all levels. The

®> MIG Booklet p28
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emphasis must be to facilitate the full participation of women, youth, the physically challenged
and the voiceless poor male, in equal and active decision making and service delivery, so that
effective sustainable social and economic empowerment can take place. (Source: South African
Constitution, United Nations Universal Declaration of Human Rights, The Beijing Declaration and
Platform for Action, CEDAW.)

The Strategic Framework for Water Services dated September 2003 does not include Gender
Mainstreaming nor Sustainable Social development in its set of nineteen targets on pages 10 and
11. It is neither mentioned nor contained in the list of key performance indicators for the water
services authority on pages 61 and 62 of annexure 2. Gender Mainstreaming and Sustainable
Social development is listed as an item under Sector Goals on page 9 in item number 3 and under
key principles informing the institutional vision on page 14 in item number 9.

Gender Mainstreaming is identified and approached as a separate entity, that is constituted as
Gender Forums at provincial and national levels using a multi sectoral approach with the aim to
eventually integrate it as a cross cutting issue.

In relation to Appropriate Technology it has been established that awareness has increased since
the implementation of Masibambane specifically at national and regional level with advancements in
guidelines on Appropriateness of Technology and studies into new technologies. However,
consideration of technology is generally limited in project planning and implementation with little or
no consideration given to sustainability, potential growth in the area from projects and the future
implications of operation and maintenance. Mal-Functioning technology due to the lack of
maintenance impacts on women and children and vulnerable groups by virtue of the historical role
they play in fetching water. In this regard operation and maintenance impacts have a direct bearing
on the quality of people’s lives.

An indication of a positive movement forward for the implementations of Appropriateness of
Technology from National level to project implementation can be seen from the presently proposed
pilot project(s) initiative in Sanitation: - ‘Job Creation in Sanitation Programmes’.

This initiative between DWAF and the Labour Job Creation Trust includes input and Co-operation
from sector role players and is linked to the Expanded Public Works Programme and includes
National Youth Service, donor funding, cross cutting issues (gender etc) and other relevant sector
items to develop project implementation into job creation, training co-ordinate project planning with
the potential down stream growth for communities as well as providing appropriate sanitation.
However, training of beneficiaries is fragmented and not structured to achieve the objectives of the
Masibambane approach. In particular gender sensitization is not included in any training targeted
and trainers, nor the beneficiaries. The capacity building is thus ineffective, limited in duration and
leaves the trainers with a lack of confidence, limited understanding and knowledge to effectively train
beneficiaries. If ongoing training, development, mentoring and monitoring does not occur at
beneficiary level, the cleaning and maintenance of VIP toilets is compromised and can contribute to
major health hazards for beneficiaries. The health of women and children (especially the girl child)
who are more susceptible to picking up infections is specifically compromised. If implemented
correctly, use and appropriateness of technology in projects could go a long way in ensuring that
sustainable social development is embedded in project implementation.

The Environment and Recreation Sub-Directorate of DWAF that is based in the Water Resources
Directorate had as one of their aims for this evaluation period the need to review EIMS in light of
MIG and the new EIA regulations. Cognisance has therefore been taken of the need to integrate
environmental considerations with the new MIG approach.

A complaint at Local Government and at DPLG level related to the high costs associated with
undertaking feasibility studies and environmental impact assessments (EIA). However, the current
MIG funding structure does cover the EIA costs of new projects. Such projects need to be registered
in the WSDP of the Local Authority. MIG funding does not cover pre-feasibility studies and this is a
problem for Local authorities in terms of funding.
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The accuracy of the data indicating the targets reached must be scrutinised carefully: — in the
Limpopo Province, Department of Housing (DoH) has supplied a toilet inside the house through its
housing project and the local WSA supported by DWAF has supplied an outside VIP toilet to the
same stand. The DoH toilets are not functional as there is no running water connected to the stand.
Could such incidents cause inaccurate reporting of targets reached? It is not known how widespread
this type of poor planning situation is.

3.3 Programme and Financial Analysis
3.3.1 Findings
Q Programme Analysis
A number of components were reviewed under the Programme Analysis workstream:
v/ The activity of planning and extent to which it (in terms of process and outputs) reflected the
philosophy and goals of the Sector Wide Approach (SWAP) and the Masibambane I

Programme;

v' A review of Management Support Programmes to MSB Il and the extent to which they have
contributed towards the realisation of the goals of MSB Il was also investigated;

v" For Monitoring and Evaluation the focus was on:

= Understanding of the M&E framework and systems in place and the extent to which these are
enabling the effective management of MSB |l

= Degree of alignment of M&E activities and how well the reporting cycle was working

v' Change Management then looked at:
The extent to which a formal / structured change management programme was being
implemented to manage the transformation occurring within the sector and DWAF

In terms of the 7 assessment areas for SWAP the programme analysis workstream focuses on
‘sector policy and national strategic framework’ and ‘performance monitoring’ (shaded as grey in the
figure below).

Macro-
economic
framework

Sector policy and (&
national strategic
framework

i Institutions
 and capacities

Performance Sector Wide Medium term

_monitoring & Approach .............. expenditure
client consultation framework for

systems o ) S ~ the sector

Excl client consultation s ::
v K N
Donor Accountability &
~ coordination public finance
: systems management

~ systems )

Figure 1. Assessment areas for SWAP
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The other areas (not shaded grey) of SWAP assessment are covered in terms of the Financial
Analysis and Institutional Support workstreams.

Planning

In the context of planning (as one of the natural outputs guided by the sector policy and national
strategic framework), it was important to evaluate the extent to which the SFWS did indeed
represent a common point of departure for role players and context within which they conducted
planning activities. As the bedrock of the sector i.e. the SFWS, it is a logical place to start to assess
the potential health of the programme. Based on national and provincial interviews, the positive
finding was that the SFWS did appear to have a high degree of credibility, support and buy-in from
across the sector. The collaborative process that was followed (and driven by the WSSLG) in
developing the framework was seen to have been a key driver of the extent to which the sector
vision, goals and targets are bought in to by sectoral role-players. SALGA's role in championing the
roll out of the SFWS (and sectoral support provided therein) to all municipalities is one example of
buy-in and commitment from a key sectoral partner.

The extent to which the planning activities that led up to the establishment of the MSB Il programme
reflected the ethos of sectoral collaboration was also investigated. The indications are that sectoral
collaboration did indeed take place in the planning processes towards the commencement of MSB I
in 2004. While the role of the European Commission in the funding of the work done by the GOPA
team to prepare the programme proposal for MSB Il is acknowledged, the view was that most
sectoral role players played an effective role in the development of the proposal to establish MSB II.

An obstacle to achieving quality planning collaboration in the sector was identified as the uneven
capacity between role players that influenced the extent to which each could effectively engage in
planning (and other) activities. Although not exclusive to, this problem was found to be particularly
problematic at the provincial and local spheres and evidenced through the activities of regional MSB
forums / collaboration structures. The following issues were identified by provincial / local level
respondents as factors influencing the extent to which effective sectoral collaboration was taking
place within provincial water services forums (which represent a core component of provincial level
programme management):

v" Uneven attendance of sectoral forums by role players;

v' Changing role-player representatives which negatively influence continuity and the building of
relationships;

v" Uneven seniority of persons representing institutions that would compromise the extent to which
decisions could be taken at such forums

v"Unclear legal authority of forums to take binding decisions that apply to sectoral role players

v' Degree of maturity of the forum where the ‘original’ MSB provinces of Eastern Cape and
Kwazulu Natal have built up experience over time in contrast to the relatively new forums of
other provinces. Through initiatives such as the Water Information Services Network (WIN) the
intention is to have the learning curve for these provinces significantly shortened.

v' Lack of strong and focused leadership of the forums

Management Support Programmes

The motivation to acquire additional management support in the sector was (broadly speaking) a
response to the recognition of capacity constraints that existed, delays in the finalisation of
organisational structures, lengthy staff procurement processes, the non-core and transitory nature of
certain activities and need to optimise the approach to service delivery.

In terms of understanding the role and benefits derived from the National Technical Assistance
Contract (TaC), there appears to be contrasting views and experiences between DWAF and other
sector role players at the National level. Where a number of DWAF role players were interviewed,
they were of the opinion that the TaC was providing a valuable management support role to the
sector and MSB Il programme, non-DWAF sectoral role players appeared to be less informed about
the role of the TaC or expressed reservations as to the extent to which they could derive value from
there, based on the skills mix available. This could suggest an inadequate amount of communication
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and awareness building on the management support role of the TaC to non-DWAF sector role-
players and / or possible shortcomings in the extent to which the skills mix therein talks to the needs
of these role-players. DWAF's dominance in the utilisation of this support vehicle is borne out by the
fact that as of 30 September 2005, more than 95% of PEP's had been for DWAF®. It must be noted
that the TaC is an optional vehicle that has been made available to the sector role players and they
are under no obligations to use it. Indeed the existence of a humber of other management support
vehicles (discussed below) supports this fact.

One of the areas within which the TaC was perceived to be providing a good service was within the
secretariat service covering the development of the Masibambane Coordinating Committee (MCC)
Quarterly Reports. A common view between DWAF and other role players (at the National level) was
that the TaC mechanism was not yet providing what could be defined as sectoral support but rather
that its main focus was still primarily the provision of support to DWAF. This may be symptomatic of
the primary contractual relationship that exists between BRIM and DWAF as opposed to other sector
departments.

At the provincial / local level mechanisms for programme management and secretariat support also
exist. Institutions and individuals providing such services may be part of the National TaC - as the
original ToR specified that the PSP needed to have a regional / provincial and local footprint. As
mentioned above, regions, clusters and sector partners are under no obligation to use the resources
available through the National TaC.

It was found that at the provincial and local levels, other forms / vehicles of management support
were being used. These generally fall into the categories of Technical Assistance Contract (TaC),
‘Strategic Management Support’, ‘Staff Contracts’ and Secretariat Support. It must be noted that
these are not mutually exclusive categories and indeed there are cases where combinations and
variations of these models are used. Furthermore these are not the preserve of Provincial and Local
government as they are also used at the National level.

The findings from interviews conducted with provincial MSB coordinators on their utilisation and
experience with management support programmes are summarised below.

6 Based on responses from BRIM to written questions from the MTR team
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Summary of the various types of MSP and potential advantages / disadvantages of each
Model / Advantages Disadvantages Comment
Type of
MSP
Technical - Burden of the procurement of - May not necessarily - Where procurement processes can be
Assistance expertise / skills is reduced include the ‘best’ characterised as particularly inefficient and
Contract - Some flexibility to include individual resources for onerous the TaC vehicle may offer an
additional resources / skills even the particular needs that attractive alternative
after commencement of contract exist - Comment was made that although some
- Convenience of having access skills transfer to DWAF staff has occurred, at
to a diverse pool of skills / times work executed should have been done
resources by DWAF staff
Strategic - Greater ability to tailor the - Can prove to be time - Assumes that the SMS PSP has strong
Managemen expertise sourced to the need consuming in sourcing strategic planning capabilities and
t Support identified specific skills for the experience and understands the sector well —
interventions to be they should also be able to invest the
addressed necessary amounts of time for the function.
Person managing the SMS PSP i.e. National,
Provincial or Local counterpart must be of
calibre to effectively engage and manage
SMS PSP.
- Will typically be involved in provincial
forums, working groups, management teams
Staff - Offers an opportunity for more - Could be time - The observation was made that in many
contracts effective skills transfer and consuming where cases due to the value demonstrated by the

institutionalisation of capacity

organisational staff

procurement processes
are inefficient and act as
obstacles to the acquiring

of contract staff

contracted staff, employment was continued
even after the funding period had elapsed.

- Used at both municipal and provincial levels
- A risk mentioned was that because capacity
constraints extend beyond the area of water,
sector contract staff (ostensibly) may be
tasked with broader activities beyond water
provision
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Model / Advantages Disadvantages Comment

Type of

MSP

Secretariat - Provides a valuable service in - Can become too - Secretariat function must respond to the
support what tends to be non-core (but dependent business timeframes and needs of forum

time consuming) function
- Typically used as support to
provincial sector forums

members

Project Evaluation Report
Nov 2005

42 of 209




‘\:\l bl !;:4

Mid-Term Review of Masibambane 1l Programme (@)
PROJECT 2005 - 154 Masibambane

Many of the provinces appeared to be making use of some form of strategic management and
secretariat support. As mentioned earlier, these models are not mutually exclusive and some of the
advantages / disadvantages apply across more than one. The selection of the most suitable model
depends on the conditions that exist at the time. Some of the original MSB provinces may have had
the opportunity to evolve various forms of MSP models over time. The typical drivers to the
‘outsourcing’ of support functions included:

v' Obstacles to filling in of posts e.g. moratoriums, delays in approval of structures;

v' Absence of and / or inability to attract certain types of required skills and expertise especially
management and technical capacity;

v" Ad hoc / temporary nature of the function which militates against permanent appointment

v Function is non-core to the organisation

v" Need to augment the information / knowledge base of management towards making informed
decisions and enhancing the integrity of strategic planning process and outputs

v' Task overload on organisational staff i.e. time involved in operations leaves little time for
strategic

As can be seen, some of these drivers are rooted in operational inefficiencies. The question could
then be asked whether addressing the inefficiencies themselves would reduce the need for some
forms of MSP. Where these are still required they could be better targeted for use in areas offering
greater strategic impact. To get some idea of the magnitude of the problem of unfilled posts, figures
from the Human Resource Plan of the DWAF Multi-Year Strategic Plan 2005/6 — 2007/8 were
analysed. According to the plan, as at 30" September 2004 there were 1,470 vacant’ top, middle
and junior management posts (consideration of vacancies. This represented about 31% of the total
approved posts (for these levels). This would suggest that a considerable amount of management
support utilisation (at least in the case of DWAF) may be going toward capacity substitution as
opposed to capacity supplementation.

An important and common underlying factor across all forms of support is that effective management
of the support structure needs to be in place to ensure that the desired deliverables and value are
realised. The situation of capacity constraints and a lack of MSP counterparts within the entity
receiving support do increase the risk of dependency by sectoral role players on such programme
support structures. Clear terms of reference and letters of appointment specifying key deliverables
were mentioned as an essential part of the overall framework of performance managing such
support. The PEP is an important tool for performance managing under the TaC form of support.
MoU'’s can be used to facilitate the secondment of contract staff to sectoral role-player organisations
e.g. dplg and SALGA. The lengthening of the decision making cycle was also identified as a
challenge as externally sourced personnel are limited in the extent to which they can make decisions
that are binding on the department.

Based on a number of the provincial visits (admittedly not necessarily representative) the strong role
played by MSP structures and the personnel within them was quite evident. As mentioned above, it
is important that the capacity to effectively manage the various forms of management support is in
place and the extent to which government capacity constraints compromises the ability to do so must
be understood and addressed. The impact of lost opportunity for growth and development of internal
human resources due to the unmanaged (and perhaps over) use of such structures was also raised
as a concern.

MSB Coordinators were asked to indicate what key learnings can be drawn from experiences gained
in the utilisation of MSP vehicles. In terms of responses given these included:

v' Top sector management involvement with strategic support PSP’s is key to realising strategic
breakthroughs;
v If used properly, MSP’s can increase the capacity of institutions to deliver on their mandate;

! Difference between approved posts and number of employees on the establishment. Consideration of vacancies at low level
supervision / production was deemed to be inappropriate as the use of MSP at this level is unlikely.
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v"Achieving the balance between decentralisation, independence and well managed support is
complex;

v' Ensuring PSP’s have the necessary experience and time to allocate to the task

v Ensuring that there are counterpart staff for continuity (after completion MSP contract period)

Respondents interviewed were asked to indicate the areas for critical management support in the
future - this would inform likely areas of support for the 2" term of MSB Il and possibly MSB 11
These included:

= Broad WSP support to address issues of capacity around asset management, customer
management, operations and maintenance etc. Staff contracting (with the provisos mentioned
above) could be considered as the type of support here;

= Regulatory support. At this relatively early stage of assuming the regulatory role DWAF may still
need to provide support to WSA to capacitate them to fulfil their local level regulatory functions;

= Change management support;
= Financial management support and coordination of inter-governmental relationships;

= Support to help DWAF grow into the role of sector regulator; Initially this will be about providing
support to build awareness and understanding of the regulatory function, Once this has (largely)
been achieved the issues of compliance and exercise of incentives / penalties on deviations
come into play.

The type and volume of support will of course also depend on the extent to which proposed
structures are approved and resources obtained to fill in defined posts.

One of the overriding benefits mentioned in the utilisation of the MSP’s was that despite the capacity
constraints being experienced, ‘the work still gets done’. It is unlikely that the technical expertise and
skills that such PSP’s provide can or should be done away with entirely — trying to do so would
perhaps be undesirable as it suggests that the sector would have be capacitated beyond the optimal
level where the external sourcing of capacity is strategically and economically justifiable. That the
work still gets done however, might be taking a short term view of the situation as this may be at the
cost of realising the SFWS goals of transformation, collaboration and service delivery
decentralisation in the sector. The WIN sector collaboration review document (pg. 52 — albeit looking
primarily at the Eastern Cape Province) makes reference to the concern that consultants have been
used excessively during the reform process and that if they rather than sector role-players are
driving reform, institutions are likely to continue doing business as usual. The capacity constraints
reflected in terms of the 30% vacancy figures and mentioned by the majority of respondents as a
reality, suggest additional effort is required to ensure that MSP’s are not used as a buffer to remain
in comfort zones and conduct ‘business as usual’. The process of finalising organisational structures
and addressing staff hiring process inefficiencies must be prioritised to guard against this.

Monitoring and Evaluation

As part of its transition to the new role of sector leader and the phasing out of the CWSS M&E
system, DWAF implemented a new system, the Performance Developer (PDF) system in 2004. The
system aimed to streamline information and provide a one-stop process in efficient data capture and
retrieval. From a study conducted on the implementation of the Performance Developer System
(PDF) across the Provinces (Langa, Grossberg, Mncwango and Struwig, 2004), a number of issues
were identified that had a bearing on M&E functions at the Provincial level.

One of the key findings from the study was that ‘very few provinces had a dedicated M&E section.
M&E was seen to be a part-time function, and most staff was fully occupied with other
responsibilities. Very few of M&E officials interviewed indicated that they had had M&E training and
were struggling to conceptualise M&E functionality. In terms of process no standardised methods of
reporting to H/O, sourcing and verification of data appeared to be in place’. This would obviously
lead to non-standardised reporting. At that point in time MIG was found to be a vague concept for
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most M&E officials across most provinces. Against these challenges it was perhaps not surprising
that the PDF was not fully functional in most of the regions.

Some of the recommendations emanating from the study included (in summary form):

v Closer co-operation and communication between DWAF line managers and M&E officials in the
provinces;

v' Greater training support to centres where M&E is not functional;

v Provision of guidelines on the establishing and ongoing maintenance of the provincial M&E
structure;

v" The building of partnerships between sectors is especially important in light of the introduction of
MIG. Greater awareness creation and understanding among M&E officials of implications of
MIG

With respect to the impact that the start of MIG has had on M&E a number of views were expressed.
Some of the concerns raised had to do with the longer than desired / anticipated time it has taken to
have an operational MIG MIS up and running which role-players could access and engage for
purposes of obtaining information. The adoption of a sectorally collaborative approach (and the
experience gained through MSB I) were mentioned as areas that could have been better leveraged
in this regard. The expectation is that departments will work together in a way that facilitates
monitoring and evaluation that meets the needs of the sector.

Although not directly attributable to the start of MIG, the concern over a lack of ‘soft’ information as
opposed to financial / infrastructural data was also raised. Such information would help to better
understand the outcomes / impact being realised from the area having the single largest sector
investment. A comment was also made that sub-indicators for the institutional development and
performance set of targets could be considered in order to better reflect the degrees of progress
being made with respect to such targets. The lack of such indicators could give the impression that
no progress had been made whereas this was not necessarily true.

On the specific question of the impact the start of MIG had had on the ability to develop quarterly
reports on progress being made on the SFWS targets, based on discussions with the M&E unit, it is
encouraging to note that this has not been negatively impacted. With the exception of the period Apr
to June 2005, information from dplg has been submitted for all quarters of the 2004/05 cycle.
Testimony to the validity of the data supplied is the utilisation thereof as part of the inputs towards
preparing the variable tranche release report. Information from other sectoral departments has been
forthcoming with the main challenge being differences in reporting cycle timeframes as is the case
with the Department of Health

It is in the interest of the sector as a whole to ensure the successful roll out of an operational MIG
MIS. This should improve process efficiencies related to M&E and enable DWAF to play a more
effective information management role (as part of its sector leader role).

In response to the changes in the institutional and financial framework for service delivery, a sector-
wide M&E framework is (being) developed to align the functions and information needs of the water
sector-players at strategic level with the detailed information generated at an operational level. This
framework will hopefully consolidate the strategic information management in the sector and make
relevant information available to appropriate planning units and institutions. There are two key
reasons for the development:

v' ‘The changing of structure and roles within DWAF meant that information needs and
requests placed on the Directorate Planning and Information would also change.
Consequently a process was set in motion to identify probable reporting needs so as to
proactively set up the information channels that would be required.

v' The primary source of operational data from which management information is derived was
moving out of DWAF's direct control and thus clear, comprehensive data provision
specifications and agreements would need to be formulated™®

8 Sector-wide M&E framework for water services — discussion document (DWAF 2005).
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The M&E system seeks to contribute to the sector process at three levels: national — for policy and
strategy, provincial/ regional — for tactical planning and, local/ WSA — for operational delivery.

In terms of reporting and other mechanisms used to ensure the successful management of the MSB
Il programme, the Masibambane Coordinating Committee (MCC) was raised as an important vehicle
through which the performance of the sector is managed. The work plan tool was another important
vital tool mentioned especially with respect to linking budgets with strategy (see Financial Analysis
section).

The MCC forum is an important structure / mechanism for (among other things) ensuring effective
reporting on and M&E of the progress that has been made with respect to achieving the goals and
targets of the SFWS goals as well as MSB Il indicators and targets. A healthy forum could be
described as one with effective and consistent representation and input from sectoral role players. It
could also be characterised as one where the information on which reporting is done is timely,
accurate and appropriate. Based on the interviews the following factors were mentioned as
obstacles to achieving this:

v/ Attendance at the MCC meetings appears to be waning possibly due to the establishment of the
MIG and perceived decline in the power and influence of the Mcc?;

v' Representation from sectoral role players in terms of breadth is also something that needs to be
worked on to ensure proper representation of all parties

v" The differences in reporting cycles between role players e.g. annual versus quarterly cycles was
also mentioned as a challenge to the reporting function

A challenge identified on the practice of M&E within the department was that of consolidating the
M&E functions that exist within various units in the department. Problems of duplication that result on
reporting overload for WSA's, cost inefficiencies etc are some symptoms of the current situation.
This is a challenge not unique to DWAF and the Information Acquisition Model is one of the
initiatives being pursued towards addressing such challenges. This is an approach to coordinating
the collection and storage of information in the sector. It is envisaged that a national repository will
be developed and made accessible to sectoral role players. This is related to strategic objective 11.5
(DWAF 5 year Strategic Plan 06/07 — 10/11) that refers to the ‘establishment and maintenance of a
National Information and Reporting System’. The Sector-wide M&E framework for water services is
also a response to the challenges posed by the moving out of operational data from DWAF’s direct
control (mentioned earlier).

A requirement of the envisaged overarching sector M&E system (and systems therein) is
compatibility with other M&E systems. As indicated in the SFWS, compatibility with the national M&E
system for all government departments, the MIG M&E system, DPLG data and National treasury
requirements is necessary.

Change Management

Change Management was identified as one of the areas requiring support in terms of the
Management Support for Water Services Sector tender awarded in terms of a TaC. In terms of the
scope of work the PSP would be expected to fulfil the following (selected) functions:

v ‘Identify key priority issues that require attention to ensure change readiness...in terms of:
0 Resistance to change;

o Core skills development; and

o0 Lack of organisational capacity for change

Develop a Change strategy;

Develop a change management roll out plan;

Draw up formal programs and develop material for the development of Change agents;
Formalise a communication strategy.’

AN NI NN

By most accounts there does not appear to have been a systematic change management
programme that has been put in place to journey manage the transition of DWAF from ‘implementer’

® Decline in numbers does not necessarily correlate with decline in the quality of engagement
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to ‘sectoral leader’. Where change management initiatives have taken place this appears to have
been done at the initiative of individual units rather than as part of an overarching programme. It was
mentioned that part of the role of MSB coordinators was to act as change agents however in the
absence of an overarching guiding framework; this would prove very difficult e.g. standardisation of
messages in communication becomes difficult without a common reference point that a guiding
framework would provide.

It is important that DWAF as the sector leader in conjunction with the key role-players of DPLG and

SALGA appreciate the risks associated with the lack of change management (as appears to be the

case. Some of these include:

v" Low morale, burnout and increased staff turnover

v' Loss of skills / capacity threatening the ability to fulfil sector leadership role (as emphasised in
the SFWS

v/ Limited ability to mobilise the support of (especially local government) sector role players due to
a lack of understanding of the sector journey therein

O Financial Analysis

Reporting on financial analysis was organized around five inter-related aspects of importance with

regard to the financing and assessment of the financial performance of Masibambane Il and the

water sector:

v' Financial reports and utilization of funds

v' Budget process and programme allocations

v" Monitoring and financial reporting

v Cost effectiveness in service provision and value-for-money

v Financial sustainability of service provision — adequate provision for O&M

Before reporting on the findings within each of the sections some overarching observations were

made.

0 There is continued high utilization of funds under MSB I, but some stakeholders are concerned
that some local governments and water service authorities (WSAs) don’t have sufficient capacity
to absorb more funds. Especially under the MIG, there is sign of low utilization and funds tend to
roll over from one fiscal year to another.

0 The new fiscal and multi-sectoral environment necessitates better integration of sectoral
planning process with national, provincial and municipal planning process to ensure (continued)
strategic allocation of funds. Efforts are needed from all sector-players: DPLG, Treasury as well
as DWAF to ensure this.

o Compared to other countries in the region, the monitoring and financial reporting system is very
well developed. It could however benefit from simplification as well as a greater focus on feeding
back processed data down to planning processes at lower levels. It also needs to be better
integrated into the overall government M&E system(s) — several departments with significant
water and sanitation expenditure are not reported for under MSB.

0 The cost benchmark framework of 2003 for the sector is currently being revised to become more
user-friendly and relevant at project and implementation level. Cost-effectiveness and unit costs
are also receiving greater attention under MSB Il in the quarterly reports. More attention is
however needed to ensure a better understanding of the variation in implementation costs as
well as soft issues such as institutional development costs and capacity building and program
management costs so that it can feed into strategic and tactical planning at national and
provincial level as well as at local government level.

o0 In the evaluation of MSB |, it was pointed out that there was a need to better understand the
financial sustainability of local governments and WSAs, and in turn, respond to variation in
financial sustainability potential. The National Treasury and the World Bank are carrying out
work in that regard, but the findings from the studies are not available at the moment. It is clear
however that that the ability of WSAs to secure adequate funds for operations and maintenance,
either through user charges or the ES, still is a concern that needs to be better understood and
addressed.
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Financial reports and utilization of funds

Under Masibambane (ll) the water and sanitation sector has been very successful in attracting public
money to the sector and rolling out infrastructure.’® As a result, there has been continued high
utilization of funds in the sector. The shift however to more demand-responsive implementation by
WSAs and local government and increasing public expenditure in the sector dictates the need to
build local capacity to absorb available funds.

The Work Plan Tool with the quadrant approach developed under MSB to help senior management
track the use of funds is intended for sector-wide budget and expenditure analysis. It includes water
services specific and non-water services specific expenditure by DWAF and other relevant
institutions such as the MIG under the Department of Provincial and Local Government in the sector.
The Work Plan Tool also makes it possible to carry out analysis of capital and recurrent expenditure.

Though the expenditure in the water sector is increasing, it is still short of the target setout in
the Strategic Framework for Water Services (SFWS) (GSA 2003), but not all public water and
sanitation expenditure is reported on. The trend seems to be that the budget is increasing in the
water sector. Figure 1 provides the actual expenditure for FY04/05 and the budget for FY05/06 and
06/07. In FY05/06 the budget is equal to R8,024bn which in terms of GDP amounts to the equivalent
of 0.53 of gross domestic product (GDP), 0.22% below the target of 0.75% as setout in the SFWS.

The total budget reported in the Work Plan DWAF the budget indicated in the proposal for MSB I
mainly because the proposal only referred to the budget under quadrant 1 which is DWAF water
services specific expenditure. The actual budget in the sector is likely to be higher though, because
there are a lot of public resources spent in the sector that are not reported on in the Work Plan.
Expenditure by the Department of Education, Health and Housing is one example.™

It is difficult to assess whether the resources in the sector are adequate. Given the time
constraints, the focus of this report is mainly on expenditure analysis, not so much on requirement
details. The ‘Municipal Services Model' developed under the Municipal Infrastructure Investment
Framework (MIIF) sheds some light on this however as it is intended to demonstrate the feasibility of
removing infrastructure backlogs by the year 2013. Final results were not available at the time of this
review, and it is important for the sector to see how the results and the model can feed into strategic
and technical management and resource allocation in the sector.

The budget outturn continues to be high though, but there are signs that local government
and WSAs have difficulties in spending the money they are allocated. In FY04/05, the grand
total expenditure in the sector was R5,729bn, which corresponds to a budget outturn — actual
spending versus planned — of 76%."?

Public expenditure on recurrent activities seems high, but given the large infrastructure stock
and the policy of FBW, operations and maintenance costs are probably high. In other Sub-
Saharan African countries with lower coverage, public funds tend to be used for capital investments,
and not recurrent expenditure.™ 57% of total public spending in FY04/05 was on recurrent activities.
The ES which in part is to provide for operations and maintenance costs for WSAs and the
operational subsidy transfers to DWAF schemes constitute most of the recurrent expenditure. It is
important however to note that this is based on the assumption that 35% of the total ES transferred
to municipalities is actually spent on operations and maintenance cost incurred by WSAs and water
service providers (WSPs). Very little information is actually available to support this assumption.

Figure 1: Expenditure summary for MSB I

191t needs to be noted that this trend was the trend before MSB was conceived.

™ For details, see section on budget process.

121t is important to note that the actual expenditure and budget outturn was slightly higher, because transfers
during the first quarter of FY04/05 under the Equitable Share (ES) are not included in the Work Plan because
of the mismatch in the fiscal years between local level and national levels. See discussion on ES for
clarification.

'3 For details see Chiwele (2004), Metha and Ondari (2004) and WSP-AF (2004).
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Quadrant 1 Quadrant 2
T DWAF Non DWAF FY 04/05 05/06
Capital e WSS specific WRRE Nl Capital  R1,873bn  R2,924bn

Recurrent R1,214bn R1,193m Recurrent R1,891bn  R3,375bn

FY 04/05  05/06
Capital R218m _ - Quadrant 3

Recurrent none none DWAF

FY 04/05 05/06
Quadrant 4 Capital none none

Non DWAF EGEMea = R33m
Non WSS

None WSS

Grand Total Expenditure/ Budget
FY04/05 = R5,729bn
FY05/06 = R 8,024bn
FY06/07 = R 9,187bn

Source: All financial information inputs are from Johan Styen, Brim based on the MSB Work Plan and the
Quarterly reports for Jan-Apr and.Apr-June 2005.
Note: The budget and expenditure information was not final at the time of this review and the changing
information may have led to inaccurate reporting. The final evaluation of MSB Il needs to review this.

Masibambane makes it possible for donors to fund water and sanitation services at lower
management costs while strengthening national and local delivery processes. The donor
support to the initiative is important for its success, although due to the increased prioritization in
spending on water and sanitation by the Government of South Africa, the relative importance of
donor funding is decreasing. In MSB |, donor funds accounted for about 28% of the total expenditure
in the sector, whereas in MSB Il, donor funds account for less than four percent according to
reported expenditure in the Work Plan. Donor funds represent 17% of the overall budget available to
DAWF and 57% of the capital expenditure budget though (Mehta 2004).*

The arrangement of pooled financing through budget support under Masibambane continues to be a
good mechanism for coordination of overall donor support to the Government of South Africa. While
ensuring government leadership, it also reduces duplication and overhead costs at the same time as
it gives the donors the possibility of supporting specific components of MSB that correspond to their
priority areas. It is difficult however to quantify the donor cost-effectiveness under Masibambane
within the timeframe of this review exercise.

There is concern about low utilization of donor funds. Only 60.5% of donor funds were utilized in
FY04/05 (Table 1), mostly because government resource were freed up elsewhere in the DWAF
budget (resource management) and were used in lieu of donor funds. The unutilized donor funds
rolled over to FY05/ 06. Underutilization of donor funds seems to continue however in FY05/ 06, and
Irish Aid is concerned about the low utilization of funds in the Limpopo province. A better
understanding of the reasons and implication of this under-utilization is needed.

It must also be noted that the relative decline in spending by donors due to the expanded reporting on
expenditure in the sector i.e. funds that are captured in the Work Plan now were not necessarily captured in
earlier reviews.
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Utilization of DWAF funds continues to be high. To assess the utilization of funds and challenges
in financing the sector, it is important to analyze each of the quadrants separately. With regard to
quadrant 1 which DWAF water specific spending — utilization of funds still continues to be high,
though the capital expenditure seems a bit on the low side so far in FY05/06: only 18% of the
budgeted funds for FY05/06 have been committed/ certified as expenditure through September
2005, and unless the spending picks up in the second half of FY05/06, the turnout might be lower
than last year which was 91%.

There seems however to be a higher utilization of recurrent DWAF funds, and although only 29% of
the departmental baseline recurrent budget has been spent so far in FY05/06 (certified expenditure),
the outturn is higher than during the same period last year.™ It is important to note that the capital
grant to fund bulk, connector and internal infrastructure for water services at a basic level of service
and to implement such projects on behalf of municipalities is to be fully incorporated into the MIG in
FY06/07. The recurrent operating and transfer subsidy grant for subsidizing water schemes owned
and/ or operated by DWAF or by other agencies on behalf of the department is to be is to be phased
out by FY11/12 (Government of South Africa 2005).

Table 1: Quadrant 1 — DWAF water specific spending

2004/2005 2005/2006 2006/2007
Budget Expenditure % Budget Expenditure |% Expenditure] Budget
R'000 R'000 Expenditure R'000 R'000 R'000
Capital
- Indirect Grant to Capital Projects 217,322 217,322 100.0% 138,679 61,719 44 5% -
- Management Support Overheads 69,030 133,670 193.6% 70,811 - 0.0% 71,819
- Donor Funding (EU, IDC & Flanders) 300,666 182,046 60.5% 289,564 29,405 10.2% 69,144
587,018 533,038 90.8% 499,054 91,124 18.3% 140,963
Recurrent
- Departmental Baseline 262,173 210,883 80.4% 258,115 76,066 29.5% 273,602
- Indirect Grant Water Services Operating Subsidy 951,862 1,003,158 105.4% 934,434 234,360 25.1% 990,500
1,214,035 1,214,041 100.0% 1,192,549 310,426 26.0% 1,264,102
Total 1,801,053 1,747,079 97.0% 1,691,603 401,550 23.7% 1,405,065

Source: MSB Work Plan as of Nov 04, 2005.

No immediate pattern in capital expenditure is apparent across the provinces, though
spending was low in Mpumalanga, Free State and Western Cape in FY04/ 05. Free State was
the province with the lowest utilization of funds in FY04/05, but in FY05/06, it is the province that has
utilized the most funds. Limpopo is lagging behind the others with only nine percent of the budget
committed through September 2005. In Gauteng, the actual expenditure was much higher than the
budget in FY04/05, but the absolute expenditure was relatively low compared to other provinces
(Figure 2). It is important to note that the utilization of funds on Key Focus Areas (KFAs) that are key
to DWAF in its new role as the sector leader. They include: water sector support (KFA 11);
institutional support (KFA 12); Africa participation (KFA 14); and capital expenditure on transfers
(KFA 13). All are low compared to the KFA for provision of water and sanitation supply (KFA 10) as
indicated in Figure 3.

Figure 2: Utilization of DWAF Capital Funds by province

15 Refer to Table 1 and Mehta 2004.
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Figure 3: Utilization of DWAF Capital Funds by KFA
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Source: MSB Work Plan as of Nov 04, 2005.

The utilization of funds under the Municipal Infrastructure Grant (MIG) seems to be lower than
for DWAF funds as shown in quadrant 2. This is a worrying sign given the relative share of funds
in the sector that is passed through the MIG and the role of the instrument in supporting the roll out
of infrastructure to reduce the backlog in services (until 2013).

In FY04/05 total expenditure under MIG on water and sanitation was R1.8bn. This is only 77.9 % of
the budget. Similarly, expenditure is slow to pick up in FY05/06 (Table 2). As pointed out in the KPI
report of June 2005 (DPLG 2005), the slow expenditure is mostly due to the fact that municipalities
and WSAs are still spending their previous allocations. This raises a concern about whether WSAs
and municipalities have the capacity to keep spending money and rolling out infrastructure. As many
as 70-80 local municipalities are reported to lack staff with the adequate technical skills.
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Table 2: Non-DWAF water services specific — Quadrant 2

2004/2005 2005/2006 2006/2007
WS Budget |Expenditure/ |% Expenditure] WS Budget | Expenditure/ % WS Budget
Transferred Transferred | Expenditure
R'000 R'000 R'000 R'000 R'000
Capital
- Municipal Infrastructure Grant - MIG (52%) 2,204,770 1,872,957 77.9% 2,722,808 1,145,747 21.1% 3,667,869
- Eradication of Bucket Sanitation Programme (100%) 200,000 - - 200,000 - - 400,000
- Donor Funding - DFID (52%) 7,488 - - 1,230 -
2,412,258 1,872,957 77.6% 2,924,038 1,145,747 21.1% 4,067,869
Recurrent
- Equitable Share (35%) 2,687,141 1,890,756 70.4% 3,375,169 1,195,051 35.4% 3,680,229
2,687,141 1,890,756 70.4% 3,375,169 1,195,051 35.4% 3,680,229
Total 5,099,399 3,763,713 73.8% 6,299,207 2,340,798 37.2% 7,748,098

Source: MSB Work Plan as of Nov 04, 2005.

There is also some variation in utilization of funds across provinces. Limpopo, Mpumalanga and
North West are the provinces with the lowest utilization rates at below 70% in FY04/05 (Figure 4).
Stakeholders consulted in this Mid-Term Evaluation seem to be concerned that the trend of low
utilization of funds will continue unless adequate support and time is given to build up the capacity at
municipal and WSA level to enable sustainable roll out of infrastructure.

All the funds under the ES are transferred as per the budget. The ES is an unconditional grant
from the National Treasury to the local municipalities for the provision of operations and
maintenance costs in water and sanitation service delivery as well as other recurrent cost incurred
by local governments. The estimated amount transferred for water services is R2.3bn and 2.9bn for
FY04/05 and 05/06 respectively. Since the fiscal year for local governments (Jul — Jun) doesn'’t fully
overlap with the national government fiscal year (Apr — Mar), the transfer of the ES only shows up as
70.4% for FY04/05 as per the Work Plan for MSB.

The assumption that 35% of the ES is spent on water and sanitation is rather weak though it is
based on a survey carried out by DWAF). Currently, there are no reporting mechanisms in place to
inform national (and provincial) decision-makers about the use of the ES. Concerns are raised about
whether the ES is enough to cover all required recurrent activities at municipal level, and is therefore
used for overall municipal overheads, not for operations and maintenance at WSA and WSP level.
Efforts need to be made to see how it is possible to ensure that local governments report on the ES
so that it feeds into strategic planning in the sector. For this, support is needed from DPLG and the
National Treasury.

Figure 4: Utilization of MIG funds by province
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Source: MSB Work Plan as of Nov 04, 2005.

DWAF funds that are non-water service specific are less relevant under MSB. In FY04/05, a
draught relief fund was availed to local governments to deal with natural disasters. The program is
scheduled to end by FY06/07. Only 45.3% of the funds were spent in FY04/05. Information on
expenditure in FY05/06 is currently not available.

Table 3: DWAF — Non Water service specific

2004/2005 2004/2005 % Expenditure
Allocation | Expenditure *
R'000 R'000
Capital
- Drought Relief 481,583 218,105 45.3%
Total 481,583 218,105 45.3%

Source: MSB Work Plan as of Nov 04, 2005.

The utilization of the capacity building grants to enhance the capacity of local government to
deliver services seems low. The Government of South Africa has introduced two capacity building
grants that are of relevance to the water sector. They are: the Local Government Financial
Management Grant under the Treasury which aims ‘to promote and support reforms to municipal
management and the implementation of the Municipal Finance Management Act (MFMA)’; and the
Municipal Systems Improvement Grant (MSIG) under DPLG chich aims ‘to assist municipalities in
building in-house capacity to perform their functions and stabilize institutional and governance
system as required in the Local Government Municipal Systems Act of 2002.'® Though it is unclear
how the assumption is arrived at, it is assumed that ten percent of the funds will directly benefit the
water sector. Disbursements have however been slow under both grants as per information in the
Work Plan.

The sector needs to be appropriately aligned with the overall planning and budget process to benefit
from these grants. For this to happen, efforts are needed from all partners, especially DPLG, the
National Treasury and DWAF. There is an opportunity for the sector to take the lead in ensuring that
the capacity is build within local governments and WSAs as it did under the MIG. From a sector point
of view, it also needs to be assessed how much is actually going to the water sector — WSAs — and
how this can be encouraged (to continue) (Table 4).

Table 4: Non-DWAF water specific — Quadrant 4

2004/2005 | 2004/2005 2004/2005 2005/2006 | 2005/2006 2005/2006 % 2006/2007 | 2006/2007
Sector | WS Budget | Expenditure Expend\ture Sector | WS Budget | Expenditure | Expenditure Sector | WS Budget
Budget Budget Budget

R'000 R'000 R'000 R'000 R'000 R'000 R'000 R'000

Capital
- None

Recurrent (10%)

- Local Government Financial Management Grant 137,000 13,700 - 0.0% 132,500 13,250 - 0.0% 145,250 14,525
- Local Government Restructuring Grant 342,900 - - 350,000 - - 350,000 35,000
- Municipal Systems Improvement Programme 182,243 18,224 - 0.0% 200,000 20,000 995 5.0% 200,000 20,000

662,143 31,924 - 0.0% 682,500 33,250 995 3.0% 695,250 69,525

Total 662,143 31,924 0.0% 682,500 33,250 995 3.0% 695,250 69,525

Source: MSB Work Plan as of Nov 04, 2005.

Success factor: Continued high utilization of funds and roll out of infrastructure.

18 National Treasury has indicated that the Local Government Restructuring grant will not be used to build
capacity and support in the water services sector. This grant component has therefore been removed from
the budget (MSB quarterly report Apr-Jun 2005).
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Issue to be addressed; Though utilization of funds continues to be high, there are sign that the
demand-responsive approach of grater role of local government and the establishment of WSAs
require increased attention on capacity building.

Budget process and program allocations

During the evaluation there have been raised concerns about the integration of the planning
process(es) in the sector with the budgeting system. As are result of decentralization in service
delivery and the changing fiscal environment — primarily through the introduction of MIG under DPLG
and the Equitable Share under Treasury — Masibambane (ll) and the water sector finds itself in a
multi-sectoral environment with a more complex budget process and where the sector has to
compete with other sectors for attention in local and provincial planning process as well as the
budget process. Funds are no longer under the direct control of DWAF — the sector leader. The new
environment therefore necessitates a need to encourage integration of the planning and budget
process to ensure (continued) strategic allocation of funds. For this to happen, integration needs to
be encouraged at three l