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Background and Introduction

LY

7-

LHELLY

LY

13 [

FEILLY

»

L

1En

pLy

AR TR TR Y L P i ]

il e e ded il w BT e el
0 el i W e 8 R e AT
B i | FITRANE L Vi 0 il p LRI VB

FICEPR' Tl ] el Pl

Transfers
by type,
2003104 -
2009/10

LG expenditure averages of 6.9% of
GDP

[ ]
@
g LG infrastructure and services
=3 essential inputs to the rest of the
nc’?' economy

5

"

Approximately 80% of GDP
generated in the 27 largest cities

LG responsible for 24% of total public
sector infrastructure expenditure

i Vertical
200 division of
. revenue,
2004/05 -
: ! 2001011
¢

Page 3



Background and Introduction-Service Delivery Progress

Access to basic
water and
sanitation

services
improved

Municipal water
expenditure

increases from
R7bn in 03/04 fo
R13bn in 0910

Municipal
sanitation
expenditure
increases from
R2bn in 03/04 to
R3bn in 0910

*Improvements in service delivery
as reported by National

Treasury....

*But there are still service delivery

gaps
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Table 24: Capacity-building programmes against municipal capacity constraints

Finance and Fiscal Commission Survey

Capacity
constraint/
capacity
programme
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Example — FS Audit Outcomes

Assisted by consultants - Municipalities (18)
Warning signals - Municipalities (19) and municipal entities (3)
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Example — FS Audit Outcomes

Type of audit opinion

Disclaimer
Adverse

Qualified

Financially unqualified (with other
matters)

Financially unqualified (with no
other matters) — clean audit reports

Total reported on*
Total not reported on

Total

Municipalities Municipal entities
2008-09 2007-08 2008-09 2007-08
15 17 2 2

1
1

19

25

0
1

19

25

0
1
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What is the root cause of these Challenges — COGTA & National Treasury

* Inappropriate National and Provincial governments policies, practices

* Socio economic disparities

* Interparty political conflicts in councils — legislative and executive functions

* Unethical behaviour, corruption and lack of accountability

* Non-responsiveness & accountability to communities on development

* Absence of communication and engagements with communities

..... And National Treasury data supports this:

Limited
mumcipal
focus on

economic
development
pnonties

Weak
financial and
asset
management
practices

Outdated
spatal plans
and delays in

approving
development
plans

Backlogs in
infrastructure
and

nadequate
maintenance
expenditure
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Despite this, Service Delivery protests are on the increase

Figure 1: Major service delivery protests by year
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Review on Key LG Strategies

New Turnaround Strateqy

* Basic Services needs of communities should be met
* Builda.... Responsive and accountable LG
* Improve Performance and Professionalism

* Improve National and Provincial policy, oversight and
support

* Partnerships between LG, communities and civil society

Project Consolidate
¢ Service delivery

¢ Financial Viability

¢ Community Participation

* Local Economic Development
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What is “New”? Elements of the New Strategy

for individual municipalities’ specific challenges.”

{04 March MinMec Media Release}

“Interventions like Project Consolidate and the 5 year Strategic Local Government Agenda lacked political championing and failed to focus on the root
causes of Local Government distress. In addition, they had no Command System, and neither did they enforce a single window of co-ordination
approach. Both Project Consolidate and the 5-Year Local Government Strategic Agenda applied a one size fits all approach, whereas the LGTAS caters

i Differentiated approach from a legal
perspective and institutional/support
d Supported by an enhanced
municipal classification

i Professionalisation ofthe sector; and
a separation of legislative and
executive functions

o Incentive mechanism in the fiscal
system

N National & Provincial coordination ?

o Direct interventions?
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National Treasury Fiscal Framework

Significant scope exists to access
private finance

Capital « On average, capital budgets grow by 16% between 2003/04 and
200910
budgets = Municipal capital expenditure is lagging behind the growth in
hawve grown economic activity

= = PMunicipalities hawve budgeted only BR7_3 billion for repairs and
but remain maintenance of capital assets in 200910

mmadequate - Service delivery backlogs remain high

Scope exists Trends in municipal capital budgets reveal that national
for further Ergag.lf?[r]ﬁ are the major source of finance between 2003/04 —
_Q rowth 'r! External loans contributed 27 6% as a funding source to the
private capital municipal capital budgets between 2003/04 — 2006/07. This is
funding expected to decline to 18.5% between 2007/08-2009/10
Estimated R30bn over the next three years to boost infrastructure
scope for imveastment
additional & metros and 21 secondary cities are well positioned to increase

bormrowing their borrowing
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LGTS Execution Plan

Phase 1 Phase 2

20 January and 9 February 2010: 10 February =30 April 2010:

The full roll-out of Municipal Turnaround Strategies for priority /
Provincial Support Teams undertook visits to targeted municipalities as well as the completion of Municipal

Municipalities to identify 2 of the most vulnerable T“marl_‘:j”r;,d Str?:‘hagi:’ASTerSa" ,28_3,[_m“”i_f[‘ri1pti"tifsti” thf ‘éos‘“tryl- U t
C . . . consolidation of the priorities with the Integrated Developmen
;nsilj]sl%?]ilgI(farsogeggrg:‘/rl\r;::nvt\/hICh required urgent Plans (IDPs) and budgets of municipalities is critical in this phase.
I \Y .

_________________________________________________________________________________________________________________________________________

iPhase 3: 18t April — 30 June 2010:

iFocus on provincially coordinated IDP Analysis Sessions to examine draft IDPs and Municipal Turnaround Strategies within them. During this phase the IDPs,
and the Budgets and Service Delivery Budget Implementation Plans (SDBIPs) will be adopted by municipal councils.

_________________________________________________________________________________________________________________________________________

Phase 4: 15t July — 31t March 2011:

MECs will comment on the commitments made to the IDPs. Implementation of the IDP will go hand in hand with hands-on Rapid Response i
support processes, leveraging of stakeholder support, and reporting and monitoring. i
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A Perspective on the LGTS-

* Revenue & expenditure management
* Appointment of the right people and
professionalisation of the sector * Leveraging private sector finance

* Value for money principles * Intergovernmental transfers

* Financial management and fiscal
policy
— Clean audits

* Vision and accountability

* Infrastructure planning- land use and
urban planning

* Alignment of powers & functions

Member of the # BA RCI_AYS Group.



