Government commits to establishing stringent measures to ensure best
value for money when it has to use consultants

Stricter controls required to maximise benefits of consultants in the public sector




During heated television and radio phone-in programmes,
| fielded questions on how our office was “pointing fingers
at government” while we also use consultants.

In response to these valid questions, | explained our
office’s work model, and restated and declared (as we
have constantly done) that our office, due to skills shortage
in the auditing/accounting profession, outsources some of
its work to private sector firms.

As a long-term effort to help the profession address this
skills shortage, we reached an agreement with Parliament
to outsource at least 20% of our audit work to private firms

The above scenario shows that when used properly, with
clear rules and plans of engagement in place, consultants
can be a beneficial intervention in imparting necessary skills
and quality service on behalf of the contracting entities.

When used effectively, consultants help to train internal per-
sonnel for continuity and do not create a situation of perpet-
ual reliance on external consultants for core business.

But our audit, which covered the three financial years
2008-09, 2009-10 and 2010-11, still paints a picture of con-
sultants being appointed in areas where permanent employ-
ees are required and would have been more cost-effective,
thus highlighting a lack of proper planning, or even no plan-
ning in some instances.

This audit, which was conducted at eight national depart-
ments and included 124 contracts with an estimated value of
R5, 5 billion, shows the following, among other concerns:

that meet predetermined criteria, including adherence
to the requirements of black economic empowerment
(BEE). By so doing, we are helping to empower the firms
and impart public sector auditing skills, thus helping to
influence the tide of skilled auditing/accounting profes-
sionals to move towards the public sector.

In addition, our rigorous supply chain management (or
tender processes, as many call them) for those we have
chosen as preferred service providers is results-driven,
with measurable milestones and targets.

e for 63 contracts amounting to R1,9 billion, detailed
planning documentation to support the decisions to
appoint consultants was not available.

e Departments lacked skilled staff to fulfil required func-
tions. Auditors found consultancy projects valued at
R3,06 billion which were initiated on the basis that there
was a lack of internal capacity and skills at departments.
But of these, projects worth approximately R1,39 billion
were commissioned for work that formed part of the
daily operations of the departments.

e There were internal deficiencies, such as the lack of
proper needs analyses and actions to fill vacant posts,
which led to the extension of contracts or contract peri-
ods. For example, 41 contracts were extended by R1,05
billion, while formal bidding processes were not
followed in contracts worth R320,4 million. Moreover,
reasons for deviations were not properly documented.

e For 21 projects valued at approximately R2,4 billion,
the contracts and payments were not properly moni-
tored to ensure that the work done met the contractual
deliverables and needs of the departments. Compliance
with service level agreements was also not monitored
regularly.

AGSA recommendations on how government can remedy the situation




Private sector is part of the solution
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