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RESEARCH SOURCES

The issues, challenges, insights and
recommendations are informed by
the inputs of a broad range of
experts and organisations that have
been involved directly with local
government policy development and
implementation over the past 25
years. They have provided thought-
provoking and varied views, which
reflect the debates and complexity of
local government in South Africa.

Input was sourced from the Virtual
Conference: ‘Celebrating 25 Years of
Local Government’ in November
2020, which was facilitated by the
South African Local Government
Association (SALGA) and the
Government and Public Policy (GAPP)
thinktank. The conference brought
together over 70 participants,
including leaders in local
government, politicians, researchers,
policymakers and some of the key
architects of the post-apartheid local
government system. In addition, a
series of workshops and interviews
were conducted with representatives
from the younger generation,
to explore the challenges facing
local government and the reforms
needed to rebuild and reposition
our cities as engines of social
and economic growth.

fq INTRODUCTION

South Africa has a progressive and forward-thinking legislative framework
and policy approach that focuses on ‘righting the wrongs’ of apartheid.
Local government is placed at the core of rebuilding communities within
a racially and socially integrated society, promising communities a local
‘voice’, accountable leaders and equitable access to basic services and
infrastructure.

Yet, as local government enters democracy’s sixth administration, the
results from the past 25 years have been mixed. Yes, South Africa has
institutionalised a system of local government, and many people in its
cities are experiencing a better quality of life, with improved access
to basic services, housing, health and education. However, many
municipalities are in a dangerous cycle of decline and have lost credibility
with their communities, service delivery is inequitable, and there is a huge
discrepancy in skills, capacity and resources between urban and rural
municipalities. Despite its founding directive and best intentions, local
government has not been able to deliver adequately on its developmental
mandate. The reasons are multi-faceted and complex, which makes
defining the best and most appropriate solutions to the challenges facing
local government very complicated.

This chapter constitutes Section 4 of the State of Cities Report (SoCR) and
continues the discussion started in Chapter 1. Governance in South African
Cities of Section 2. Its core intention is to define a reform agenda for local
government. In line with the theme of the SoCR, the chapter highlights
that, while reforms are needed for better cooperative governance and all-
of-society practice, they are connected to other important governance
reforms. The chapter starts by tracing the journey of democratic local
government, which includes an overview of the vision and thinking that
informed the role and powers of local government. It then unpacks some
of the complex challenges that have affected the performance of local
government, examining some of the underlying assumptions and principles
that have informed local government policy and practices. The chapter
concludes with recommendations for beyond 2021.

WHERE HAVE CHALLENGES AND WHERE DO
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@. WHERE HAVE WE COME FROM?
’. y

The purpose of this section is to provide a broad overview of the history of local government in South
Africa and to reflect on the core ideals and principles that inform and define the current system of
local government.! It provides a framework for understanding local government’s successes and
challenges, and for questioning whether the assumptions underlying the current system are still

relevant and appropriate.

TIMELINE OF LOCAL GOVERNMENT 1980-2021

THE EARLY DAYS (1980s-2000s)

1980 )
L

¢ Black Local Authorities (in rural and township
areas) that have limited powers with a virtually
non-existent rates base

e White Local Authorities (in municipalities) that
have adequate powers and functions, and
receive rates income for services rendered

e Local Advisory Committees that oversee the
management of Indian and Coloured areas in
what is then the province of Natal

@ The Regional Service Councils (RSCs)
and the Joint Services Boards (JSBs) are
established to support “development related
projects within the politically turbulent black
areas”.2The RSCs are intended to deliver bulk
services across regions that are less clearly
consolidated than more established municipal
areas. They are not accepted by black
communities but achieve some success in
improving services and redistributing funds to
poorer areas. They are later incorporated into the
notion of district municipalities (part of the current
local government model).

»>

@;

EARLY 1990s

e Increased protests, following release of political
prisoners and unbanning of political parties

¢ Formation of local negotiating forums, which focus on
enhancing service provision and improving the living
conditions in township areas, and demand a transition to
a single tax base — giving rise to the well-known slogan,
‘One city; One tax base’

¢ Transitional arrangements put in place

m The African National Congress (ANC’s) Regional
Policy is prepared for the constitutional negotiations. It
contains the origins of South Africa’s current constitutional
structure of decentralisation and three spheres of
government. The process includes a debate among the
political parties about what to call the second level of
government (‘regions’ or ‘states’) — ultimately, they agree
on ‘provinces’, as a compromise.

The civic movement, which emerges before
the start of the official negotiations, is
extremely powerful and active, and plays a
critical role in the final phase of apartheid and
its eventual downfall. This has relevance for
current challenges related to community
engagement and the implementation of the
all-of-society approach.

The Regional Policy prefigures the current local

government legislative framework:

e Adoption of a 10-region model (ultimately
9 provinces).

e Strong focus on metropolitan government.

e Fiscal decentralisation that emphasises “the need
to strengthen local control over the use of public
resources”; acknowledges the link between paying
taxes and receiving public services; and stresses
the need to address inequality through redistributing
resources at national level, which places some
limits on the extent of decentralisation.

e GG2 39vd 0L GINNILNOD «

1 See Section 2, Chapter 1'Governance in South African Cities’ for details of the legislative and policy framework covering local government in South Africa,
especially in relation to cooperative governance and an all-of-society approach.

GOVERNMENT.pdf

https://www.salga.org.za/Documents/Knowledge%20Hub/Local%20Government%20Briefs/15-YEARS-OF-DEVELOPMENTAL-AND-DEMOCRATIC-LOCAL-
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THE EARLY DAYS (1980s-2000s)

continued
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@LIED (Varch): The Local Government Negotiating Forum (LGNF) is

<«

established, comprising existing local, provincial and national
governments, and non-statutory groups led by the South African
National Civic Organisation (SANCO), including the South African
Municipal Workers’ Union (SAMWU) and extra-parliamentary
parties (ANC and the Pan Africanist Congress of Azania or PAC).

The Local Government Transition Act (LGTA) No. 209 of 1993
paves the way for the transformation of the local government
system and the inclusion of local government as a third sphere
of government in the new Constitution. The LGTA lists the
functions of local government that will subsequently inform
the provisions for local government in the Constitution;
establishes representative provincial committees appointed

by the Transitional Executive Council (TEC) to provide
checks and balances on provincial power; establishes

the national Demarcation Board; makes provision for
organised local government; and introduces the concept

of ‘cooperative government’.

1995/6-2000
INTERIM PHASE

»>

Agreements made through the LGNF:

e Provision of equitable services, based
on the concept of ‘one municipality,
one tax base’ and the notion of payment
for services.

e |ocal government provisions to be
included in the Interim Constitution,
specifically recognising local government
as a “deliberative legislative assembly
with legislative and executive powers”.

e Abroad concept of the role, powers and
functions of municipalities.

The concept of cooperative government, as
outlined in the LGTA, was entrenched as a
guiding principle in the Constitution, and
ultimately defined a way forward for
intergovernmental relations in South Africa.

<«

1994-1995
-~ PRE-INTERIM PHASE

Transitional metropolitan councils are established following the municipal elections.
@ The Constitution establishes local government as an independent sphere

L1 The White Paper defines the policy of developmental local government.

of government.

126 The Municipal Structures Act No. 117 lays out categories of

@) The Municipal Demarcation Board (MDB) is established to oversee the

municipalities.

redrawing of municipal boundaries.

Negotiating forums become statutory
structures, and ‘local governments
of unity’ are established.

Temporary councils are established in
areas where councils already exist, with
predominantly white areas being
enlarged to include black areas.

Nine provincial advisory demarcation
boards are introduced to create
boundaries for the 1995/6 elections.

A wall-to-wall system of local government is adopted, to tackle the apartheid
legacies of spatial distortion, by disintegrating the boundaries between the
previous white cities and the black ‘homelands’.

»>

2000
LAUNCH OF DEMOCRATIC LOCAL GOVERNMENT

The municipal elections take
place in 1262 municipalities.

»>

m Local authorities are consolidated into metros, districts and local municipalities (284 in total).

m The Municipal Systems Act No. 32 affirms municipal autonomy, introduces integrated
development plans (IDPs) and regulates public participation.

m The first non-racial, inclusive local government elections are held.
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TWO DECADES OF DEMOCRATIC GOVERNMENT (2001-2021)

o (20005 ) e

2001-2006

@IE) The Municipal Infrastructure Grant (MIG) is
approved, with the aim of ensuring all South
Africans receive basic services and in response to
the growing number of service and infrastructure
blockages and breakdowns.

The Municipal Finance Management Act
(MFMA) No. 56 establishes standards and
requirements for the sustainable management
of municipal finances.

m ‘Project Consolidate’ is launched by the then
Department of Provincial and Local Government
(DPLG) to deal with the 136 municipalities
identified as being in distress. The aim is to
improve municipal performance, accountability,
service delivery and governance, with a
particular emphasis on weak cooperation among
government spheres, declining participatory
democracy and a lack of support from provincial
and national government.

»>

m The Intergovernmental Relations Framework
Act No. 13 lays out the interdependent and
interrelated relationships between the three
government spheres, as well as intergovernmental
forums and mechanisms.

m The second local government elections are held.

The ANC retains its majority with two-thirds of
the vote.

Cities enjoy a period of robust growth and economic
progress, with increased consumer spending and a
resultant growth in GDP, but also face service delivery and
infrastructure pressures, as a result of rapid urbanisation.

Despite challenges around inequality and service
delivery, the South African economy is growing.

»>

a 2007-2009

»A[IF For the first time since 1994, the government
budgets for a surplus.

7{I[IE) The world is hit by a global financial and
economic crisis.

m The Department of Cooperative Governance and
Traditional Affairs (COGTA) replaces the DPLG as
custodian of cooperative governance, with an
additional emphasis on partnering with institutions
of traditional leadership.

The State of Local Government Report lays the
basis for the development of the Local
Government Turnaround Strategy (LGTAS)
published in November.

South Africa is hit hard: job losses, an outbreak of
xenophobic attacks, demonstrations around service
delivery, and a recession from 2008 to 2009.

2010

South African hosts the FIFA Soccer World Gup, but urban
disadvantaged groups do not benefit.

There is a shift in housing policy from eradicating to
upgrading informal settlements and from building new
houses to creating sustainable communities. However,
instead of shifting the apartheid spatial legacy, this approach
continues to locate poorer populations in peripheral areas
and perpetuates neighbourhoods separated by race and
class. In addition, it affects productivity, resulting in long and
expensive commutes for poor urban residents.

Prior to the FIFA Soccer World Cup, there is massive
spending on infrastructure: new stadiums and
transport initiatives (Gautrain, bus rapid transit
systems, airport expansion).

e /G2 39vd 01 A3INNILNOD «
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TWO DECADES OF DEMOCRATIC GOVERNMENT (2001-2021)

continued

»>
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2011 s 2013 e 2014-2015
The third local government - The Spatial Planning and Land-Use Management Act
elections are held. The ANC (SPLUMA) No. 16 provides for the devolution of a range of The SACN works
wins just under 62% of the vote. functions to municipalities, overseen by national closely with V

government, and a cooperative approach to strategic COGTA to develop
Buffalo City and Mangaung are spatial planning and land-use management. South Africa’s
upgraded to metros, bringing the urban policy
total to 8. framework.

There is an increased focus on the centrality of cities

<«

in supporting economic development and planning.

<«

2019 e 2018 e 2016
President Ramaphosa introduces The United Nations (UN) Cabinet approves the Integrated Urban Development
the District Development . adopts the New Urban . Framework (IUDF), South Africa’s urban policy

Model (DDM), as a platform to
improve cooperation between
the various spheres and entities
of government in delivering
services and to support the
developmental outcomes of local
government. The DDM concept
is about identifying the
competitive advantages within
each district and then linking
local economies with district and
national economies to improve
economic growth.

»>

2020-2021

Agenda (NUA), to provide
guidance on managing
sustainable urbanisation.

South Africa aligns the
priorities of the IUDF with
those of the NUA.

The NUA and IUDF
both emphasise the
importance of
all-of-society and
whole-of-government
approaches.

framework aimed at managing urbanisation and
achieving economic development, job creation and
improved living conditions for its people.

The fourth local government elections are held.
Support for the ANC falls to its lowest level since 1994.
With the ANC’s diminished dominance, coalition and
minority governments became more widespread.

IUDF vision and goals

1VISIoN 4 STRATEGIC GOALS
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Liveable, safe,
resource-efficient
cities and towns
that are socially
integrated,
economically
inclusive and
globally competitive,
where residents
actively participate
in urban life

URBAN URBAN RURAL-URBAN =
RESILIENCE SAFETY LINKAGES %

v

The COVID-19 pandemic hits

@ A new Municipal Demarcation Bill is drafted to replace the Municipal Demarcation
Act of 1998 and sets out new factors to be considered when determining municipal
boundaries. It stipulates that the Demarcation Board may make boundary decisions

to move a whole municipal ward only once every 10 years.

@E’ The fifth local government elections are held. The ANC loses its outright
majority in all metros (Cape Town: DA leadership; Gauteng City-Region metros:
DA-led coalitions; Buffalo City, Mangaung and Nelson Mandela Bay: ANC
leadership, despite a decline in support; eThekwini: ANC-led coalition).
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South Africa, halting many
processes, as everyone focuses on
crisis management and
emergency governance issues.
The pandemic highlights and
exacerbates the broader economic,
developmental and governance
issues that local government has
faced over the previous decade.




@/ THE CHALLENGES
”" AND ISSUES FACING
LOCAL GOVERNMENT

The ideal and reality of the cooperative
governance system

Despite the ideal of cooperative governance and the urgent
need for all three spheres of government to work together
to achieve local government’s developmental goals, the
past 25 years have revealed a disconnect between political
governance and the economy, and a weakening of local
government.

Disjuncture between constitutional and political
arrangements

The Constitution considers local government as an equal
and autonomous partner within a non-hierarchical structure
of government ‘spheres’, but this has been diluted by
political arrangements and party structures, which are
hierarchical by their nature. The result is a general weakening
of the local ‘voice’, with more importance given to provincial
(rather than local) leaders and officials; many highly qualified
politicians and experts moving out of the municipal system
into provincial and national departments; local issues being
‘nationalised’, when national and provincial government
determine programmes and are involved in the detail of
local provision; and a lack of fiscal decentralisation, leaving
municipalities under-resourced and unable to sustain
themselves financially.

Concurrent and overlapping responsibilities among
government spheres

Cooperative governance requires a regulatory environment
that is clear and appropriate in respect of the functions
of local, provincial and national government, as well as
effective implementation of these various functions within
each sphere of government. Schedules 4 and 5 of the
Constitution set out the concurrent and exclusive functions
for local and provincial government. The allocation of powers
and functions was decided during negotiations in the early
1990s, resulting in certain decisions that are not currently as
logical or practical as they might have been. For instance,

e

CORE PRINCIPLES OF
LOCAL GOVERNMENT -
IN BRIEF

e | ocal government is one of three
distinctive, interdependent spheres
of government with its own
legislative and executive powers.

e Local government is — and must
be — a primary driver of growth
and inclusion.

e | ocal government is responsible for
governing the local affairs of its
community, subject to national and
provincial supervision. It governs in
a transparent and accountable
manner and in the interests and for
the development of communities.

e Planning and governance are
participatory and from the
bottom-up, with communities
driving strategies and programmes
based on their localised,
developmental needs.

e |ocal government fiscal
arrangements recognise the link
between paying taxes and receiving
services, and the need to
strengthen local control of public
services. However, the basis for
redistribution (to address
inequalities) is national, which
constrains the extent to which the
fiscal system can be decentralised.

All citizens, especially the poor and
other vulnerable groups, have the
right to basic services and
amenities that must be delivered
by municipalities within the limits
of their resources.
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Is the structure of South Africa’s
political system, as set out in
the legislative framework, still
appropriate? What is needed to
enable local government to fulfil
its core functions within a
coordinated system of
cooperative governance?

What does strengthening
the ‘local voice’ mean?
Which practical measures
need to be put in place to
give municipalities more
prominence in local and
national issues?

Is provincial government’s role
sufficiently clear, or does it
need to be revisited?

How can local government

be given more authority over
issues that directly affect local
communities, in particular a
more prominent role in
planning and defining
priorities related to functions
that currently sit at the
provincial and national level?

In devolving cross-cutting
functions (e.qg., transportation),
should there be differentiation
between provinces?

STATE OF SOUTH AFRICAN CITIES 2021

the Constitution makes provision for provinces to take over municipal
functions when a municipality fails to fulfil its obligations, which blurs
the lines around municipal autonomy given the discrepancies between
well-functioning and struggling municipalities. The Constitution also
envisages that many functions (e.g., housing and transport) would
devolve to municipalities that have the capacity to manage them.
However, while devolution has taken place, it has only been partial,
and municipalities have not been given the necessary funds, scope
of responsibilities or clear performance and accountability guidelines.

The structure of local government and the role
of cities
Discrepancies across municipalities

The wall-to-wall approach was intended to create inclusive,
integrated, developmental and accountable municipalities, but it has
not lived up to this vision. It has resulted in overbounded regions
with little connection and few linkages between areas, towns and
the communities they serve. Recent amalgamations have produced
enlarged municipalities that contain prosperous urban areas and
marginalised outlying township and rural areas. Most of the many
municipalities in financial distress are found in rural areas, which are
becoming centres of poverty, inequality and unemployment, and not
all municipalities have the capacity to deliver on their constitutional
mandate. The different categories (A, B and C® of municipalities
have huge discrepancies in taxable income, per capita spend, grant
dependency, skills and capacity. These discrepancies exist even
within a single category. For example, Category A municipalities
(metros)* are not homogenous and, while they may have a similar
composition, their socioeconomic profiles are different.

Centrality of cities and urban-rural linkages

Although the eight large metros account for well over 60% of economic
activity and over 50% of national employment, the centrality of cities
is not evident in national policy documents and economic analyses.
As the drivers of development and economic growth, cities require
special focus and status within South Africa’s intergovernmental
system. Many of the metros also include extensive rural areas,
highlighting the fact that rural and urban areas increasingly coexist
within South African cities and are interlinked. This is recognised in
policy, with the IUDF stating: “Urban development is not an alternative

3 Category A: metropolitan municipalities, category B: local municipalities, category C: district
municipalities.

4 Metropolitan areas are “large, densely populated urban conglomerations, often covering multiple city
structures” (https:/mg.co.za/article/2011-06-21-metros-in-sa-debate-on-national-policy-choices/)



to rural development. Rural and urban areas complement each
other and coexist in production, trade, information flow and
governance. They are further connected through flows of people
and natural and economic resources”.®

The two-tier system and the District Development Model

The District Development Model (DDM), which was adopted in
2020 and is currently being piloted and refined, is the most recent
of government initiatives to enhance local government. There are
several conflicting views and tensions around the DDM. Some
experts believe that the DDM proposes a centralist approach that
subordinates the autonomy of local and provincial government,
as existing municipal and provincial resources will be redirected
to a collective plan and budget. A concern is that the DDM is an
elaborate institutional system, which will add another unnecessary
layer of committee-based planning, resulting in huge costs,
a few signature projects, and a waste of time for experienced
local government practitioners. Others believe that the DDM is a
valuable tool for ensuring improved intergovernmental relations
and cooperative governance, as its aim is to foster much closer
cooperation and coordination in planning processes among
all three spheres of government. Nevertheless, a regional or
district-level entity is needed, to provide region-wide services
and administration and to coordinate support from national and
provincial government (i.e., as a deconcentrated form of national
and provincial government support).

Restructuring and change

The transition to democratic local government and wall-to-wall
municipalities required massive restructuring processes, which
were incredibly disruptive. Local authorities and their sub-
structures were reconfigured and consolidated, and later larger
urban areas became metros (‘unicities’). On average, public
administration takes approximately seven years to stabilise
after a restructuring, and so the constant restructuring of local
government has started to break down institutional stability within
municipalities. Therefore, any further changes must have as little
impact as possible on the administrative systems and functioning
of municipalities. Furthermore, making structural changes to
administrations and technical changes to legislation and policy
do not — and will not — fundamentally alter the on-the-ground
problems unless the underlying political and implementation
challenges that continue to plague municipalities are tackled.

5  https://iudf.co.za/wp-content/uploads/2020/09/IUDF-Integrated-Framework-2016.pdf, page 28.

Are district administrations still relevant
for efficient service delivery, or should
an alternative structure be considered?

Is the DDM an appropriate tool to deal
with the challenges of cooperative
governance? How can it be used and
structured to improve cooperative
governance without subverting
municipal autonomy?

As not all metros are equal, should the
Constitution be amended to incorporate
non-metro Category A municipalities?

Should metros be spheres of
governments with their own voices and
their own relative autonomy from the
local government system (as ‘city-
states’)?

How can cities be placed at the heart of
South Africa’s national growth strategy?

Is there a need to look at a new way of
localising development and to move to
a single-tier system of government,
which could be differentiated or applied
across the board to all municipalities?

What does a more differentiated
approach to local government mean?
What would be the best vehicle to
implement such differentiation?

How can change be implemented with
minimal impact on the administrative
system and functioning of our
municipalities?
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What would it mean to rethink
the political model of local
government and to establish
and professionalise an
administration at the local

government level?

How can strong and resilient
administrations be developed
and insulated?

What can be done to deal with
coalition governments in a more
systematic manner to ensure
that political instability does not
affect the municipality’s
day-to-day operations?

STATE OF SOUTH AFRICAN CITIES 2021

Municipal leadership, politics and administration

The effective functioning of a municipality (or any entity) begins with its
leadership. Good leaders set the tone both strategically (in relation to a
municipality’s goals and objectives) and ethically (in exemplifying good
moral values and taking an active stance against corruption). However,
mayors are considered to have less political authority than provincial
leaders and are chosen by the party hierarchy, not by communities
through elected councillors. Mayors and municipal managers need
provincial and national government support (through legislative
instruments and other tools) that does not infringe on the autonomy of
local government. Furthermore, the blurring of boundaries between the
administration and political leadership has resulted in confusion over
roles, and political-administrative tension and conflict. Political changes
are inevitable but should not have an impact on administrative functions
— changes in political leadership may alter the strategic direction but
should not affect the effective functioning of a municipality.

Factionalism and coalitions

Party factionalism and coalitions should not — but do — affect the
functioning of local government. In some instances, factionalism has
hindered efficient administration, resulted in a lack of direction and
decision-making, interrupted service delivery and reduced investor
and business confidence. Coalitions often arise out of convenience
rather than ideology, which creates enormous difficulties within
councils, as seen during the 2016-2021 administration, when
portfolios were divided and the leadership was often unable to hold
coalition partners to account. The question is whether coalitions
undermine the will of democracy when minority parties become
‘power-makers’. Coalitions are likely to become the norm in South
Africa, but political parties appear to lack the necessary political
maturity and prefer retaining control to respecting democracy.

The ideal and reality of the all-of-society approach

The all-of-society approach refers to the broader environment within
which municipalities operate, including the private sector, civil
society, faith-based organisations, thinktanks and other private or
community organisations. The Constitution entrenches a bottom-up,
participatory approach to governance that focuses on community-
driven development. However, the reality is that delivery has been
overwhelmingly ‘from above’, with local government hesitating to
build relationships with the private sector and mistrusting private
individuals and companies that seek to assist government. Political
parties, not community interests, drive policies, while participatory
processes have been reduced to tick-box exercises.



The weakening influence of civil society

The Constitution recognises the important role of civil society in
providing oversight, monitoring human rights and providing citizens
with the tools to know and exercise those rights. Since 2000, civil
society has weakened, although civil society groups have continued
to hold the democratic government to account around issues of
corruption and protection of rights. Active civil society members have
been co-opted into government, and capacity has gradually and
increasingly shifted into the state, while state-driven development and
the increased centralisation of funding has alienated civil society from
contributing meaningfully to local issues.

Ward committees

Ward committees were set up to enable community participation and
promote social cohesion, based on the idea that ‘the people must
govern’. Ward committees are supposed to enjoy sufficient autonomy
to exercise oversight over their own local council and to hold councillors
accountable. Ward committees have fulfilled these functions to some
degree but have also fallen short and not allowed residents to find their
voices. In many municipalities, ward committees are not autonomous
but an extension of the governing party, chaired by the ward councillor
and comprising allies of the councillor. This has led to the blurring of
accountability and oversight, and voters being unable to hold their
councillors to account for failed service delivery.

Participatory governance and community engagement

The Integrated Development Plan (IDP) is a cornerstone of
developmental local government through which the municipality
develops plans and budgets that incorporate the inputs of citizens,
business and civil society organisations in a systematic and strategic
manner. The implementation of the IDP is complicated by various
issues, including the directive to integrate local needs into the broader
planning frameworks of provincial and national government, over
which municipalities have little say.® Municipalities are not using IDPs
adequately to achieve social, economic and other objectives through an
all-of-society approach. The IDP model itself is not a failure; the failure
lies in the inability to give real expression to what the model intended
regarding localising development issues and including communities
in local government affairs. There is a lack of innovation in engaging
citizens, academic and research institutions and the private sector, while

6 Inaddition, national government's approach to priority programmes appears not to support the view of
local government as the engine of economic and social growth; e.g., the failure to provide schools in new
housing projects.

Which mechanisms can be used
to empower civil society to
harness its capacity to engage
actively in development issues?

How can ward committees be
revived, to perform the functions
that they were initially tasked with?

How can IDP processes and
public participation processes be
used to reflect local needs and
close the delivery gap, and save
the credibility of IDPs?

What can be done to encourage
community experts to become
more involved in government
planning processes around
specialised issues?

How can government support
community-driven programmes
more effectively?
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THE CAPACITY ISSUE

Capacity is a crucial issue that affects the
performance of municipalities. It covers
not only technical ability but also softer
issues, such as the ability to collaborate
and build relationships with others (both

within and across government, as well as

with broader society), and to adapt to
changing environments and
circumstances. Challenges include
positions being filled based on political
allegiance (not skills) and the lack of
skilled financial officers, especially in
smaller municipalities, which may have
difficulty attracting skilled people and
paying appropriate salaries. Staffing
costs tend to favour the ‘top’ (strategic
managers), not the ‘middle’ (skilled
professionals, the ‘doers’). Poor financial
management and a lack of capability
result in the overspending of operating
budgets, a failure to collect from
consumer-debtors (resulting in
insufficient cash flow to fund operations)
and the underspending of capital grants.
However, the capacity question is
contentious, as each municipality faces
very different contextual and
developmental challenges. Many smaller
municipalities have glaring gaps in skills
and capacity (especially at middle
management level) that need to be
acknowledged and tackled. However,
while a lack of financial competence (or
corruption) may lead to grants and
transfers being squandered, this should
not be interpreted to mean that local
government is well resourced.

fiscal reforms have failed to promote public-private partnerships, as
tools to enhance cooperation, especially in light of the dwindling
municipal financial reserves. Community engagement takes place
in forums established by government (e.g., ward committees), with
insufficient attention paid to the organic spaces that are created
within communities themselves, hence disempowering the natural
development of community and business-led organisations.
Municipalities also control the communications function, which
is used to promote the political leadership and institution, rather
than enabling citizens to participate in policy development and
decision-making. If adequately engaged, communities add value to
government planning and development, through providing expertise
and local knowledge.

The financial sustainability of municipalities

The South African economy is in structural decline, which has been
exacerbated by the global economy and the COVID-19 pandemic.
In general, South Africans are becoming poorer, and poverty levels
are increasing. Local government’s primary role is to provide basic
services, including water, electricity and sanitation, to South African
households. The dilemma facing cities is that their populations are
growing (especially among lower income groups), but household
incomes are stagnating (due to the economic decline). At the same
time, costs are escalating due to partially and unfunded mandates,
increased expenditure (notably salaries and bulk purchases for
water and electricity) and more expensive borrowing (because of
the national credit rating downgrades). The result is an increasing
demand for services and a decreasing number of households able
to pay for them.

Municipal budgets and fiscal grants

Municipalities rely on a mix of grants and own-revenue sources
to fund their constitutionally mandated responsibilities. Views are
mixed about whether local government has been provided with
sufficient resources or is an under-resourced sphere of government.
From National Treasury’s perspective, municipalities have
adequate resources and receive generous transfers from national
government: local government receives 9.1% of the fiscal budget
in direct and indirect grants, but 24% when revenues generated
within municipalities are included. The proponents of this school
of thought believe that continued financial support “in the face of
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local government failure is naive if not downright immoral”” and
will lead to a negative downward spiral if the underlying issues
are not tackled. In addition, generous grant allocations could be
disincentivising municipalities from exploiting their own revenue
base and may encourage grant dependency. The other school
of thought argues that the increase in grants mirrors the increase
in inflation, and that provincial governments have attracted
many intergovernmental fiscal grants. The centralisation of
intergovernmental fiscal relations and the siloed, top-down
approach to planning mean that municipalities do not have a say
in how the national budget is allocated. Furthermore, fiscal grants
are mostly linked to capital projects (and may be withdrawn if
problems arise in the projects), whereas local government’s needs
lie with operating budgets. Grants intended for service delivery
are often underspent or used to fund recurrent expenditure needs,
rather than the basic needs of communities.

Collection of rates and taxes

The current model, where municipalities depend on the collection
of rates and taxes, is increasingly unsustainable. When people
cannot pay and the municipality fails to control its costs, the
result is chronic financial unviability. Municipalities are not
allowed to collect rates and taxes across the board because
some communities are simply unable to pay. This means that
mass service delivery is funded by big business and a specific
proportion of income earners. In South Africa, five municipalities
collect 80% of collected taxes and, within those municipalities,
70% of the income comes from 35-50% (and in some cases a
smaller percentage) of the population.® This paying percentage
is becoming smaller as the tariffs charged by municipalities for
services are becoming unaffordable for many people. In some
municipalities, local communities are contracting directly with
service providers, such as Eskom (e.g., Harrismith), or taking
over services (e.g., Parys and the Northern Cape where the court
has ruled in favour of the local community), all of which have the
potential to shift accountability and may lead to rates boycotts.

7 Hattingh, J. 2020. Input at Celebrating 25 Years of Local Government Virtual Conference, South
Africa, 25-26 November 2020

8 Fowler T. 2020. Input at the “Celebrating 25 Years of Local Government” Virtual Conference,
South Africa, 25-26 November 2020

Should municipalities
consider a new funding
model for local government?
What would this look like?

Which mechanisms need to
be put in place to improve
financial management within
municipalities?
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What is needed to ensure
continuity in service delivery
and the maintenance of
infrastructure during and after
leadership changes, especially
in an era of tenuous coalition
governments?

Is a broader developmental
(all-of-society) approach to
SCM possible, to ensure that
communities benefit as both
suppliers and beneficiaries of
local government services?

What can be done to shift the
focus of municipalities from
compliance to outcomes and
enable a more flexible and
innovative approach to
service provision?
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Service delivery and infrastructure

Over the past 20 years, municipalities have struggled to provide the
services and infrastructure required to address apartheid inequalities
and rapid urbanisation. The result has been uneven service delivery,
difficulties in maintaining and developing the infrastructure, and
supply chain management (SCM) challenges.

Continuity and maintenance of infrastructure

The backbone of service delivery is infrastructure, which needs to
be developed and maintained, as it has a finite lifespan. Therefore,
investing in maintaining and replacing infrastructure should be
prioritised in municipal long-term development and financial plans.
Such investments reduce infrastructure breakdowns, prevent
system collapses and avoid a ‘patchwork’ approach to infrastructure
upgrades, while providing services to business and households
and supporting economic development.® However, the tendency is
for cities to shift priorities to the next term of office, with no proper
handover between administrations, resulting in a lack of continuity. In
addition, issues are tackled on a ward basis, whereas infrastructure
for service delivery is a bulk, interconnected system that crosses
ward boundaries.

Supply chain management

The weakest link in service delivery is SCM, which is the “link between
drawing up plans and realising those plans in real substantive
outcomes for citizens”.'® The current service delivery model largely
involves contracting private suppliers through public procurement
contracting. SCM is decentralised at both operational and regulatory
levels (in accordance with the legislation'"), with operational powers
given to the administration and regulatory powers given to Council.
This interaction is unique to local government and has resulted in a
strained relationship between councils and administrations. Other
challenges include a lack of capacity, with thinly staffed SCM units
and a shortage of project managers, and a focus on compliance
(‘clean audits’) rather than on outcomes. Officials have become more
risk averse and cautious, more concerned with irregular expenditure
than with unspent funds; and in awarding contracts, price is
prioritised over developmental outcomes. As a result, the focus
on delivering actual services is lost, and SCM spend is not used
effectively to enhance local economies. Cities have not found a way

9 https://www.local2030.org/library/324/Financial-Management-in-a-Local-Government-Association.pdf

10 Input from G Quinot at Celebrating 25 Years of Local Government Virtual Conference, South Africa,
25-26 November 2020

11 Public Finance Management Act (PFMA) No. 1 of 1999 and MFMA No. 56 of 2003



to integrate procurement from and within local communities, to enable
them to be both suppliers and beneficiaries of local government SCM.
This is a systemic failure and partly explains why communities are
obstructing projects because they do not experience the economic
benefit of that spend.'?

The impact of the COVID-19 pandemic

In March 2020, with the unexpected arrival of the COVID-19 pandemic
and subsequent lockdowns, municipalities were thrust into unchartered
territory: an unavoidable reliance on technology and a resurgence in an
active civil society. The urgency of the situation led to municipalities
introducing more flexible and innovative ways of reaching communities,
such as using digital communication apps that allowed citizens to
comment on IDP processes.'® The Fourth Industrial Revolution (4IR),
which describes the technologies that are changing the way in which
the world functions, presents both opportunities and challenges for
local government. Cities have the opportunity to use “innovation,
combined with digital technologies to improve governance, service
delivery and societal inclusion”.'* However, the increasing reliance on
technology risks deepening inequalities within society (also known
as the ‘the digital divide’) unless public investment in technological
innovation serves all communities. It will affect how municipal services
are provided and will require municipalities to develop new skills and
ways of doing and thinking.

Resurgence of civil society

The COVID-19 pandemic saw people unite and communities come
together to assist each other. It resulted in partnerships being formed
among different communities and different organisations, including
non-governmental organisations (NGOs), businesses and community
members. Numerous collective community networks formed
organically, and their innovative, rapid and locally based responses
and relationships demonstrated that civil society can not only have a
massive positive impact but also complement the central role of local
government. The challenge for local government is to capitalise through
supporting (not stifling through bureaucratic control) the resurgence of
civil society organisations, drawing them in as partners in an ‘all-of-
society’ approach to development.

12 Input from G Quinot at Celebrating 25 Years of Local Government Virtual Conference, South Africa,
25-26 November 2020

13 Mail and Guardian. ‘Local government in crisis: how it can be fixed: Effective citizen participation ahead
of the 2021 Local Government Elections’ Webinar 19 November 2020

14 https:;//www.sacities.net/wp-content/uploads/2020/10/Smart_Cities_Papers_Volume_1_Final-Draft.pdf,
page 5.

How can technology be harnessed
to support participatory citizenship,
social inclusion and the all-of-
society approach?

Is it possible to improve
integration and coordination
across departments and across
spheres of government using the
new technologies available?

How can local government
support and encourage the
emergence of civil society
organisations and networks that
are locally relevant and effective?
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: WHERE DO WE GO TO FROM HERE?

Cities are experiencing their greatest turbulence in the democratic era, with shifting dynamics in
the formation of councils and ongoing urbanisation challenges, including population pressure,
poverty, and the effects of energy and water scarcity. The following recommendations are
offered to cities, as a basis for a new political outlook for local government, to enable cities to
survive and thrive in the next phase of democratic local government.

Adopt a local cooperative model of governance

Over the past five years, the governance reality of coalitions (which are temporary in nature)
has demonstrated instability, a lack of decision-making and a visible decline in service delivery
across South African municipalities. There appears to be no universal acceptance or common
understanding and articulation of the challenges facing cities among political parties. Inevitably,
the consequences of coalitions will be that municipal performance continues to take a back
seat. To address this, local government should adopt a cooperative model of governance,
which draws on the cooperative business models practised in communities. Unlike coalitions,
cooperation focuses on strengthening relationships among leadership and expects everyone
to work together to achieve a common purpose. People working cooperatively empower and
hold each other accountable for the power granted, while practising, protecting, promoting and
perpetuating healthy democratic practices.

A cooperative governance instrument would both improve local government’s performance
(in terms of administration, service delivery and responsiveness to community needs) and
encourage citizen participation in urban decision-making. To be effective, such collaborations
would require negotiations that appreciate the political complexities, and leadership groups that
share a common interest in addressing the thorny challenges facing cities. The first step would
be to develop a convincing plan and a clearly articulated narrative that defines the problem and
is broadly accepted. Simply put, the problem is not local government in and of itself, but complex
systemic challenges, which require a cooperative governance structure to resolve them.

Implement a differentiated approach to solving problems

Any long-lasting solution must recognise that municipalities are not identical but face similar
problems of varying magnitudes. ‘One-size-fits-all’ and generic solutions will not address the
deep-rooted and systemic problems facing cities. What is needed is a differentiated approach
to solving local government challenges. Unfortunately, the current system still largely relies
on a ‘one-size-fits-all’ approach, despite urgent calls for differentiation. The policy framework
simply does not go far enough to allow for differentiation among the large metros, secondary
(or intermediate) cities and rural municipalities. Even within these categories, the significant
differences in economies, capacity, and social and spatial environments need to be recognised
and accommodated.
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A differentiated approach must be adopted to support municipalities that are unable to sustain

themselves. A differentiated approach needs to consider the following:

o (Cities are the drivers of the economy and must be at the heart of South Africa’s growth strategy.
Practically, this means that cities must be allocated and assigned a range of specific powers and
functions that enable them to drive growth.

e All functions related to the built environment (including human settlements, public transport and
related functions) should be devolved to metros and non-metro municipalities that demonstrate
capacity. Combining resources across municipalities would give effect to the notion of regional
governance. For example, the City of Cape Town, the Cape Winelands District Municipality and
the Overberg District Municipality could pool resources to leverage economies of scale in dealing
with issues such as housing.

o A two-tier system (city-states) should be considered in certain areas of the country, where state
and municipal functions could be combined under a single authority. The most obvious example
of this is in Gauteng.

Amplify the ‘voice’ of local government

Although the Constitution defines local government as an equal and autonomous sphere in the
government system, in practice local government’s authority is vastly diminished. To strengthen the
‘voice’ of local government, municipalities must be involved in both planning and allocating budgets
in all issues that affect the local environment. Municipalities must be given adequate representation in
all national and provincial strategy sessions and party conferences, as well as specific planning and
budgeting sessions. For example, municipalities must be involved in developing and budgeting for the
post-COVID-19 economic recovery plan.

Through strong advocacy, local government has a substantial role to play in reshaping the future of our
cities and, most importantly, responding to challenges as they emerge. To amplify the voice of local
government will also require decluttering the local government operational space and streamlining
policy and legislation meant to support local government. Furthermore, cities need to recognise that
citizens are their greatest resource by adopting a more holistic approach to problem-solving, which
puts people at the centre, fosters discussion, and enables policymakers, individual cities and their
citizens to choose the best way forward.

Rethink the architecture and design of the local government system

South Africa is a land of many paradoxes that include shining lights and bleak darkness. As cities face
(and will continue to face) emergencies, strong and resilient administrations need to be developed and
insulated. This means separating the legislative and executive functions in municipalities, which will require
rethinking the architectural design of the local government system as set out in legislation and policy.

Itis proposed that the mayoral system be enhanced to allow for the establishment of a cabinet that functions
in a similar way to the executive authority of national government. This would allow for the establishment
of several committees that would include representation from opposition parties. Furthermore, while the
cadre system is inevitable in political appointments, it cannot play a role in administrative appointments,
and so it is crucial to flag the difference between political and executive appointments.
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Implement an all-of-society and whole-of-government approach

The Constitution entrenches a bottom-up, participatory approach to governance that
focuses on community-driven development. However, the reality is that delivery has come
overwhelmingly from the top. One of local government’s failures is the over-politicisation of
the local space, at the expense of progress. There has been very little meaningful engagement
with the private sector and a great deal of mistrust of businesses at the local level. Very few
municipalities have made progress in involving businesses in planning and decision-making
to improve their local areas.

What is needed is both a whole-of-government approach and an all-of-society approach,
involving the various spheres and entities of government and all parties who have a stake in
the local environment in order to support the developmental outcomes of local government.
The starting point is for municipalities to build trust with these stakeholders, which include
the private sector, civil society, faith-based organisations and thinktanks. Municipalities need
to acknowledge that the private sector could enhance and complement the performance of
government, and that the business sector needs to be actively encouraged to become involved
in local initiatives. Government officials also need to be capacitated to respond in a more organic
and flexible way to the business community and to engage meaningfully in public participation
processes and communication. Applying both approaches would provide a much-needed
balance that encourages an inclusive participatory approach to planning and governance,
and to strategies and programmes that are driven by communities based on their localised,
developmental needs.

@ THE LAST WORD

Cities that are taking bold steps and learning lessons are also the cities that are ‘failing forward’.
Those cities that adopt new ways of thinking will see the dawn before many others do. The future
of cities may not be set in stone nor be easy to predict, but the choices made now will shape the
lives of generations to come. South African cities have the potential to be the reference point
for cities across the globe in identifying, experimenting with and applying solutions to the future
challenges that cities will face.

This chapter has highlighted the journey travelled by cities over the past 25 years, identified
potential pitfalls and defined broad principles that cities could use to chart a way forward,
through the turbulence that lies ahead. The hope is that it inspires the move to an alternative
political agenda for local government.
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