DRAFT PRESENTATION ON THE OCCASION OF THE LOCAL GOVERNMENT CAPACITY BUILDING SUMMER SCHOOL

TRILOGY OF MUNICIPAL LEGISLATION: Linkages and Synergies – A macro overview

Local government in South Africa has undergone a major process of transformation that has resulted in our new system of local government. The most significant achievement in the area of governance since 1994 has been the dismantling of the apartheid state and the establishment of a non-racial, democratic, unitary state. This fundamental transformation saw a shift from over 1200 racially based local authorities, four provincial administrations and ten Bantustans into 284 democratically elected municipalities, nine provinces and a strong national government. 

This process demanded a democratic and developmental local government that puts responsibility and accountability on officials, councillors and frontline workers, and good relations with the citizens of a municipality. Capacity building therefore is one of the important tools available to local government in bridging the gaps in what will be expected of us and what we can now deliver. Thus, it can be said that, as we enter into our Second Decade of Freedom, our evolving system of integrated governance is increasingly making it possible for the country’s development objectives to be met.

This process we are talking about also resulted into the establishment of a progressive policy, an institutional framework and a regulatory environment conducive to developmental local government. Therefore, the trilogy of municipal legislation can be best viewed from this perspective and understood in this context. 

Local government capacity building was racially determined. It did not support democratic development and it was unresponsive to the needs of the local municipalities. A series of legislation have been put in place to give meaning to the new local government capacity building system. 

As provided in our Constitution, local government has become responsible for a growing number of services that were previously managed by central government. This has left municipalities with many needs for new skills to meet new performance demands. Yet many municipalities do not have the managerial, administrative, financial and institutional capacity to meet the rising expectations of local communities. Thus a way had to be found to transform this delivery arm of government into a truly service delivery model to meet the development needs of the communities and ensure stability, predictability and efficiency.

The legal financial framework necessary to consolidate the system of local government for accelerated service delivery must be viewed from the lenses of the following pieces of legislation:

· The Municipal Systems Act, 2000 

· The Municipal Finance Management Act, 2003

· The Municipal Property Rates Act, 2004

The Municipal Systems Act has built a momentum for municipal reform and created incentives for improved performance that would eventually increase confidence in the possibilities of positive change. The MFMA and MSA therefore, strengthen institutional capabilities by fostering transparent decision-making and citizen participation in the political and municipal processes. These also call for a need to have strong local partners that are critical to the sustained improvement of municipal management. This will be good to strengthen initiatives like Local Economic Development (LED). 

The capacity of local government in financing and administering Local Economic Development initiatives is a critically important consideration when attempting to eradicate poverty and create employment. A municipality can combine the programmes in imaginative ways to realise the objective of LED. Maximising developmental outcomes and impacts within the Integrated Development Plan (IDP) framework require municipalities to forge linkages between programmes in new and innovative ways. Unfortunately, the engineering of creative linkages is occurring in a limited number of municipalities. 

The transfer of re-deployable skills is limited, causing the assistance provided to be largely temporary. Therefore, we must make more efforts to enhance the skills development initiatives that are aimed at upgrading skills and competencies, which is a critical ingredient for sustainable economic growth. 

The Intergovernmental Relations Framework Bill will assist for the better co-ordination and integration so that we are more effective in reaching targeted groups. Ideally, development programmes must be informed by the politics of transformation. While the consolidation of programmes and the introduction of Municipal Infrastructure Grant (MIG) is welcomed; lack of information, complex procedures and poor co-ordination are some of the main problems experienced by municipalities in accessing national government funding. 

We have now seen many programmes that are directly aimed at building capacity within the local municipalities, namely the Municipal Service Partnerships. The MSP is based on implicit recognition that the capacity and skills in local government differ. Consequently, municipalities are assisted in the identification of potential service delivery partnerships, as well as in the development of technically sound contractual arrangements. The Municipal Infrastructure Investment Unit (MIIU) also offers support and guidance to municipalities in the area of structuring PPP.

The new local government capacity building system will also bring a shift in the ways that municipalities work as part of a move towards developmental local government. In the context of overall transformation of local government, the new skills development strategy will lay a basis for a more people-orientated local government system, able to meet the demands of our people for democracy, reconstruction and development. Moreover, the MSA sets out the principles and values of the administration and a Code of Conduct – Batho Pele in the local government sphere. For the new system of local government to be implemented effectively there will have to be much greater cooperation between the three spheres of government in the spirit of cooperative governance. 

We have decided to pay greater attention to the task of improving provincial and local governments’ capacity for socio-economic planning. In addition, Integrated Development Plans (IDPs) are meant to become increasingly central as instruments for inter-sphere planning, budgeting and co-ordination. 

In locating synergies in the work of government, the MSA is specifically positioned to set out internal systems that enable municipalities to operate in such a way that they move progressively towards the social and economic upliftment of local communities. The MFMA regulates financial management and provide uniform treasury norms and standards for the local sphere of government. This piece of legislation is a critical element in the transformation of local government as envisaged in the While Paper. The Property Rates Act will regulate the levying of property rates by all municipalities and will also impact on properties that previously fell outside municipal boundaries. Through the MSA, the act allows community participation on rates policy but also community participation in determining IDPs, budgets and Performance Management System.

In order for municipalities to be encouraged to carry out the challenges, there needs to be a good incentive framework that should actively reward good performance. Good financial performance can be defined in terms of budget constraints and rules of behaviour, and performance standards. Performance review should however, be broader than just financial performance. We need to promote meaningful disclosure from municipalities so that performance becomes more transparent and therefore municipalities can be held better to account by citizens. A good capacity building framework should be located within a clear system of incentives so that any municipality knows what it should be doing.  

While we acknowledge the shortcomings, we nonetheless see the new system of local government as advancing our national democratic transition, but even more, we see it as having a significant potential to deepen this transition and substantially contribute to meeting our challenges. While we are on an advanced stage, many countries have found it far more difficult to fundamentally change their local government system than their provincial and national systems. Given different conditions, we are fine-tuning issues around local government funding, resources and capacities and accept that municipalities will not all be able to fully implement the new system at the same time or in the same way. 

The challenges would be on how to address these in a way that advances the national democratic transition. To start off, there must be a strong realisation that local government is not just an important site for the delivery of services, but it is crucial for the economic and social development of people. 

A defining feature of the new system of local government is the space it offers ordinary people to become actively involved in the governance of municipalities. The MSA makes it clear that residents have the right to contribute to the municipality’s decision-making processes. The IDP is positioned in the Act as a tool that must set the vision, needs, priorities, goals and strategies of a municipal council to develop the municipality. The Act states that the community of a municipality must have a say in both the content of the IDP and the process by which it is drafted. The MSA supplements the trilogy of municipal legislation by providing a framework for the community to determine the budget of a municipality. 

Clearly, the new system of local government is more powerful, non-racial and non-sexist, democratic and developmental than the previous one. It also stands at advancing the national democratic transition. It serves to take forward our task of transforming the state identified in our 2004 People’s Contract Election Manifesto and to give a new edge to debates about a developmental state. 

As we have witnessed, the problem is with implementation. Implementation is not just a matter for the DPLG or the provincial governments or SALGA. It is an entire sphere of government that is transformed. Most national and provincial government department have a stake in local government and have to work closer if local government is to be effectively transformed. 

For the new system of local government to work, there has to be huge investment in capacity building of councillors, officials and the community. Certainly, the national and provincial government departments, SALGA, the municipalities, the local government SETA (LGWSETA), NGOs, education institutions and other organisations need to contribute. To be effective they need to organise their programmes for greater impact and to give a more political content to this capacity building and to link it more accurately to the national democratic transition. 

The issue of local government finance must also be linked to the distribution of powers and functions between district and local municipalities. This distribution is a highly complex matter. It is crucial to the success of our new local government system and has to be handled carefully. The ANC policy is clear. We need powerful district municipalities to ensure delivery, development and democracy in the rural areas. Powerful district municipalities will be key to advancing the Integrated Sustainable Rural Development Programme (ISRDP) and the rural nodes as identified by the President. There is a drive towards providing greater clarity on this matter so that they can be given more practical effect. 

The local government capacity-building and the creation of a single integrated public service for the three spheres of government would contribute at ensuring that capacity is more evenly spread across the spheres. Capacity building grants have now been merged, however, the department should closely monitor them. Effective capacity building and training is crucial to the successful implementation of the new system of local government and to significant advances in delivery, development and democracy. However, more innovative courses and programmes need to be developed whose outcomes are easier to evaluate. 

A fundamentally new system of local government has begun to come into effect. Municipalities now have a much greater service delivery and developmental role. To fulfil this role they have to have adequate revenue. The local government financial system is therefore being reviewed. 

There are many aspects of this review. The recent adoption of the MFMA is part of the process of shaping a new system of local government financial system and providing synergies. The Property Rates Act is another crucial piece of legislation. Of course having revenue is not enough. Its how you manage and spend it that’s more crucial. The more productive and efficient municipalities are in managing their revenue, the more their case for increased revenue is strengthened. At present, municipalities use very different rates systems based on the pre-1994 provincial ordinances. With our new system of co-operative governance and in particular our intergovernmental relations system, the need for a certain level of uniformity has become necessary. A national framework within which municipalities shape their own rates policies is the answer. And this is what the Property Rates Act provides.

The Constitution gives municipalities the power to levy rates on property. But it allows Parliament to regulate this power. So we have provided for a national framework without undermining the constitutional power of municipalities.

With most the legislation defining our new system of local government and in our attempts to forge linkages and synergies, we are concentrating on strengthening the system and building the capacity of municipalities to implement the new model and accelerate service delivery and development. Therefore, the alignment of municipal legislation to talk to each other is positioned to direct more emphasis on synergies.

We have processed the Property Rates Act, the department is on the advanced stages of reviewing the equitable share; we introduced the new web-based system for monitoring municipal finance so all these efforts are dedicated at supporting the legal financial framework.

Efforts are fast being made to finalise the policy on the incorporation of local government employees into a single united pubic service; the department and SALGA have completed an audit of municipal capacity and are finalising a training programme for new councillors. The department is on an advance stage in finalising the division of fiscal powers and launched the Local Government Leadership Academy.

We feel there is a need for greater co-ordination of the various service providers who offer capacity-building programmes. Some of these programmes are far from adequate and certainly do not offer value for money. The Leadership academy must therefore stand to address the constant issues around the inadequacies of capacity-building and training programmes. 

The MSA can be understood within the context that there were no proper systems in place. We believe that there is nothing wrong with the current model, unfortunately, the problems rests with practical implementation of the model. The challenge is around implementation and finance issues. We have to understand the overall restructuring. We have a political model but we lacked the financial model to support our system of local government. As an aspect of the financial model we are doing the following:

· This trilogy must be located within the new financial model. We accept that financial issues certainly constitute the biggest challenge confronting municipalities. As a consequence, there is a need for a new financial system for the new model of developmental local government. We are now involved in the process of reviewing our financial model. Among the issues being reviewed are the equitable share formula, RSC levies, capacity-building grants, infrastructure transfers, property rates, the fiscal powers and functions of district and local municipalities, the remuneration of councillors and municipal mangers and additional sources of revenue for municipalities. The Property Rates Act and the MFMA, and the pending bill on the division of fiscal powers and function between district and local municipalities are aspects of the new financial system. 

The model sought to encourage more effective management of the resources of municipality. This is a move that underpins this trilogy of municipal legislation. These are envisaged to give financial effect to the model – the proper implementation of the political model. We seem not to be having the capacity and commitment. While we lack adequate and sufficient capacity it must be made known that transforming cannot take place over night. 

What is clear though is that our new system of local government is sound. Fundamentally, the challenges of the new system are not around conceptual and policy issues, but implementation issues. In short, it is about plans, strategies, programmes, funding and other resources, quality of leadership, capacity building and training, and the practical co-operation of all three spheres of government. 

Municipalities need to make far more effective and productive use of limited resources. We need to build financial and economic sustainable municipalities, build institutional and administrative systems and deepen governance practices in local government. 
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