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Foreword
Local government in South Africa is responsible for the
delivery of important basic services including water,
electricity and sanitation. This makes the local government space an important site for civil society advocacy to
improve the quality and quantity of service delivery to poor
people living in South Africa. A growing number of civil
society organizations are engaging in this space, with an
increasing need to be able to understand and engage with
local government budgets.
Issue specific budget analysis can be a powerful tool to support any advocacy campaign
for improved service delivery. Reading, understanding and analysing government
budgets, and local government budgets in particular, can be challenging. A Guide to
Local Government Budget Advocacy describes a step-by-step approach to reading
and analysing a local government budget with a focus on a specific service delivery
issue. It also includes information on how you might use your analysis findings to advocate for better service delivery. We hope that this Guide will allow a greater number
of organisations to access the basics of budget analysis for advocacy, with a focus on
local government.
This Guide builds on a number of budget analysis trainings IBP-SA has conducted
with civil society partners over the last few years. In particular, content and cases in
the guide draw on a tailored local government budget training held by IBP-SA with
Planact, Built Environment Support Group (BESG), Afesis-Corplan and Isandla Institute.
These organisations are involved in budget work around South Africa and are partners
in the Accounting for Basic Services project. In addition, the guide includes a case
study of the Social Justice Coalition’s (SJC) pioneering budget work.
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Local government budget analysis training taking place at the IBP offices in Cape Town and being replicated in other parts
of the country in South Africa.
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Is this Guide for you?
Read through the questions below and circle the answer that best applies
to you and/or the organisation you work for.
Example: Are you interested in gaining a better understanding of local government
budgets?
YES

NOT SURE

NO

Question 1: Do you live in or work directly with a poor community that is
facing service delivery issues?
YES

NOT SURE

NO

Question 2: Are you part of or associated with a civil society association,
movement, or organisation?
YES

NOT SURE

NO

Question 3: Are you involved in advocacy work to address a specific service
delivery issue that the community is facing?
YES

NOT SURE

NO

Question 4: Is the service you are dealing with the responsibility of local
government? (e.g. water, electricity, sanitation, or solid waste management).
YES

NOT SURE

NO

Question 5: Have you engaged, or are you planning to engage, with local
government on the improvement of this service?
YES

NOT SURE

NO

Question 6: Are you interested in gaining a better understanding of local
government budgets to support engagement with local government?
YES

NOT SURE

NO

Question 7: Would you like to use budget analysis as a tool to support your
advocacy campaign for improved service delivery?
YES

NOT SURE
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NO

If you circled YES
in answer to most of the
questions, then this Guide
is for you. If you follow
the steps the Guide should
assist you and/or your
community or organisation
to get a better understanding of local government
budgets and how they can
be a powerful tool in your
advocacy campaign.
If you circled NOT SURE
in answer to most of the
questions, then this Guide
will help you answer the
questions above.
If you answered NO
to most of the questions,
then this Guide might not
be exactly what you need
in your advocacy work right
now. Nevertheless, you will
probably still find some
useful things in it.

Local government budget training taking place in different parts of South Africa.
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Introduction
Why you need a Guide to local
government budget advocacy
In South Africa, local government is responsible for the delivery of a number of
important basic services including water, sanitation, electricity, and solid waste
management. This means that local government, made up of a number of municipalities, is responsible for planning, budgeting, and delivering these basic services.

One problem is that, in many parts of South
Africa, poor communities do not have adequate
access to these basic services. This is an issue that
many communities and civil society organisations
(CSOs) are working to address. CSOs and communities working to engage with local government
are becoming more aware of the importance of
the budget for addressing service delivery issues
and improving access to basic services.
If you are part of one of these CSOs or communities looking to get a better understanding of local government budgets, you may feel intimidated by the technicalities
of the budget document. You may also be wondering how to connect the budget to
your advocacy work. A Guide to Local Government Budget Advocacy (the Guide)
will show you how to read and engage your municipal budget in a way that will
directly support your advocacy work for improved service delivery.
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The people who we think will benefit most from the Guide are those of you who are
part of an association, movement, or organisation of people working directly with one
or multiple communities to address specific service delivery issues. The Guide is best
suited to you if you are dealing with a service that is the responsibility of local government, like water, sanitation, or electricity, and you are wanting to engage directly with
the relevant municipality on their budget for basic services.

How this Guide will help you
This Guide has a lot to offer. However, it is not a one-stop shop for becoming an
expert budget analyst. The Guide will help you to:

•

figure out where and how to get documents and information that you need for budget analysis;

•

explore the structure of your municipality relevant to your
service delivery issue;

•

better understand the local government budget process;

•

read and conduct some basic analysis of a local government
budget;

•

develop budget findings that you can use for advocacy; and

•

think about how budget analysis and findings can fit into
your advocacy strategy.

The Guide focuses specifically on a process of analysing the local government budget
documents to explore the way the municipality collects, allocates, and spends money.
Keep in mind that service delivery problems can be caused by other things like policy
or public procurement issues, but this Guide does not look at these issues in any detail.
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How does the Guide work?
This Guide is made up of five sections and 13 steps as shown below:

Section A: Examining the service delivery issue
Step 1: Exploring the service delivery issues
Step 2: Looking for clues about budget issues

Section B: Exploring the local government context
Step 3: Looking for key government documents
Step 4: Getting information about the service
Step 5: Building a picture of the municipality

Section C: Budget basics
Step 6: Getting to know the budgeting process
Step 7: Understanding the different parts of a municipal budget
Step 8: Learning to ‘talk budget’

Section D: Reading and analysing the budget
Step 9: Reading the budget
Step 10: Learning a few tools for budget analysis
Step 11: Applying your tools to the budget numbers

Section E: Budget advocacy
Step 12: Budget findings for advocacy
Step 13: From analysis to advocacy
Each step will move you towards the end goal of reading and analysing a local
government budget and using your analysis findings to advocate for improved
service delivery.
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We would recommend starting at the beginning of the Guide, but we also realise that
some of you may already be familiar with parts of the analysis process. This is why we
have divided the Guide into sections. This will allow you to move around the Guide
quickly and easily to get exactly what you need from it.
This is an applied Guide. It does not talk about budget analysis in theory, but instead
illustrates the application of budget analysis for advocacy in various contexts. It shows
what this work looks like in practice with real communities, real service delivery issues
and challenges, in real local government contexts.

Three real-life cases
Three real-life cases are used throughout this Guide to illustrate how the steps work in
practice. Each case focuses on a different type of municipality –

one metropolitan,
one district,
		 and one local.

Two of the cases are based on the work of organisations Built Environment Support
Group (BESG) and Planact respectively, who participated in a local government budget analysis training run by the International Budget Partnership-South Africa (IBP-SA)
in October 2016. These two cases are drawn on extensively throughout the Guide.
The third case is that of the Social Justice Coalition (SJC). While SJC was not part of
the October 2016 training, IBP-SA’s work with SJC on their budget campaign over the
last few years informed the content and the approach of the budget training and this
guide. We have included references to the SJC case in Steps 1, 2, and 3.
Over the next few pages is an outline of each of the cases that are used in the Guide
and a brief explanation of the different types of municipalities. Please note that the
information provided about the campaigns in our three case studies reflects the status of the
campaigns at the time of writing this guide in November 2016.
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CASE 1:
Social Justice Coalition
and the City of Cape Town
Metropolitan Municipality
Municipality: City of Cape Town
Type of municipality: Metropolitan Municipality
Province: Western Cape
There are eight metropolitan municipalities in South Africa. Metropolitan municipalities serve big city and urban areas where there is a large population and lots of
commercial and industrial activity. A metropolitan municipality is the only type of
municipality that has complete responsibility and authority for making decisions about
development and service delivery in the area that it serves.
The metropolitan municipalities in South Africa are: Buffalo City Metropolitan Municipality (East London); City of Cape Town; City of Ekurhuleni (East Rand); eThekwini
Municipality (Durban); City of Johannesburg; Mangaung Metropolitan Municipality
(Bloemfontein); Nelson Mandela Bay Municipality (Port Elizabeth); and City of Tshwane
(Pretoria).
Civil society organisation: Social Justice Coalition (SJC)
Name of community or area: Khayelitsha
Service delivery focus: Sanitation
SJC is a grassroots social movement that aims to advance and protect the constitutional rights of residents living in informal settlements in South Africa. SJC has a
number of campaigns divided between two main programmes; the local government
programme and the safety and justice programme. The local government programme
includes campaigns focused on sanitation and budgets. Over the last two years,
with the support of IBP-SA and Ndifuna Ukwazi, SJC has campaigned for the City of
Cape Town to increase the budget allocation for sanitation infrastructure provision
in Khayelitsha, as well as to improve their mechanisms for public participation in the
budget process.
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CASE 2:
Planact and Emalahleni
Local Municipality
Municipality: Emalahleni
Type of municipality: Local Municipality
Province: Mpumalanga
There are 226 local municipalities in South Africa. Local municipalities serve small cities,
towns and rural areas. Local municipalities are grouped together under a number of
district municipalities (see explanation below in Case 3). Local municipalities share
service delivery and development responsibilities with district municipalities (unlike
the metropolitan municipalities, which are solely responsible for these functions).

Civil society organisation: Planact
Name of community or area: Masakhane
Service delivery focus: Water
Planact was founded in 1985 as a volunteer association, and has become a wellestablished non-governmental development organisation. Planact works to promote
and support integrated human settlements by supporting and strengthening community-based organisations. Planact currently has three core programmes; participatory
governance, integrated human settlements, and community economic development.
In 2016 Planact started working with the Masakhane community in Emalahleni,
Mpumalanga. The Masakhane community faces a number of service delivery issues,
one being access to water services. At present, the community of approximately
4000 households has access to two working taps and the Emalahleni Local Municipality hires water tankers through a third party to deliver water to the community.
The tanker service is inconsistent and unpredictable, and the water delivered by the
tankers has been found by the community to be of poor quality.
Planact is supporting the Masakhane community to explore the possible causes of
and remedies for their water delivery issues, using budget analysis as a tool.
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CASE 3:
Built Environment Support
Group and uMgungundlovu
District Municipality
Municipality: uMgungundlovu
Type of municipality: District Municipality
Province: KwaZulu Natal
There are 44 district municipalities in South Africa, each of which covers an area that
includes several local municipalities. All areas that are not considered metropolitan
municipal areas must have a district municipality as well as a local municipality. District
municipalities are responsible for overseeing and coordinating the services delivered by
local municipalities in their district.

Civil society organisation: Built Environment Support Group (BESG)
Name of community or area: Mpolweni
Service delivery focus: Water
BESG was created in 1983 as a support group to assist residents in urban informal
settlements who experienced eviction. BESG has continued its work as a non-profit
organisation dedicated to promoting access to housing and land, basic services, and
administrative justice for low income communities.
BESG has been working with the Mpolweni community since 2012. The community
receives its water from the uMgungundlovu District Municipality. Some households
receive water delivered by tankers, but most of the community receive regular water
through taps. Most of the households in this community are eligible for free basic
water, but these households are not only being billed for water but are being held
responsible for excessively high water accounts. BESG is supporting the Mpolweni
community to find out why they are being erroneously charged for what should be
free basic water, how they can apply to have the excessive water bills written off,
and how to apply for free basic services.
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This introduction should have given you a good sense
of the purpose and structure of this Guide and an idea
of how it might help you to use budget analysis in your
work to improve local government service delivery in poor
communities around South Africa. Let’s turn to Section
A where we examine service delivery issues that you may
want to take up in your community, and we can get
started with Step 1.
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STEP ONE

Section A:
Examining the service delivery
issue
As the introduction explains, this Guide is for civil society
organisations (CSOs) and poor communities who are
advocating for local government to improve the delivery
of certain basic services.
The Guide focuses on the use of budget analysis as an advocacy tool to engage government on specific service delivery issues that poor communities are struggling with.
In other words, it is about linking a specific problem with the delivery and quality of
basic services, to specific findings in the relevant municipal budget. This is a particular
kind of budget analysis.
There are different ways to approach budget analysis, depending on what you want
to achieve. The approach in this Guide suggests that you should start with a specific
service delivery issue in your community. This Guide is focusing on local government
and so the service delivery issue must be something that is funded by a municipal
budget – for example, the delivery of water or sanitation. The service delivery issue
will guide your analysis by helping you to focus on the sections of the budget that are
relevant to the specific issue.
Before you examine the budget, you should make sure that you have a clear understanding of the service delivery issue you are focusing on. If you are part of a CSO
working with a community on a service delivery issue, then the chances are high that
you already have a good understanding of the issue and its components. Maybe you
are still in the process of developing that understanding. Either way, the purpose of
Step 1 of the Guide is to help you explore that issue in greater depth in a way that
will help you focus your budget analysis. Step 2 will help you to start asking specific
budget-related questions of the service delivery problem you are dealing with.
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Step 1: Exploring the service delivery issues
Budget analysis for advocacy is about telling a compelling story using budget numbers
and other information in the budget document. The foundation for a strong budget
story is a clear and comprehensive account of the service delivery issue you are focusing on and the campaign you are building around that issue. This account of the
service delivery issue and campaign is the first step in budget analysis. Activity One
will help you develop it. Often communities are facing multiple pressing issues related
to the delivery of different services, but for the purpose of your budget analysis, it is
best that you select one service. For example, focus on either the delivery of water or
sanitation, but not both.

Activity One:
Record an account of the service delivery issue you have chosen to focus on.
Cover each of the four elements outlined below. You can write down the story
or find another medium, like a collage, to present the story of your issue. What
is important is that you include all the key information in one place. Below
are examples of when this exercise was completed for the Planact campaign
in Masakhane, the BESG campaign in Mpolweni, and the SJC campaign in
Khayelitsha. Much of the information in these examples is taken directly from
the responses the organisation provided when they completed the exercise.
1. The community: What is the name of the community? How old is it? How
many households live in the community? Are there any other interesting facts
about the history of the community?

Planact case study: The Masakhane community is an informal urban settlement in the Emalahleni Local Municipality in Mpumalanga. There are about
4 000 households in this community and it was established more than 50
years ago. The community was established close to a large mine and a significant portion of the community is located in the buffer zone of the mine.

BESG case study: The Mpolweni community can be found in the
uMshwathi Local Municipality, which is within the uMgungundlovu District
Municipality in KwaZulu Natal. This community consists of approximately
1 500 households and was established in the 1920s.

SJC case study: Khayelitsha is located in the City of Cape Town Metropolitan Municipality in the Western Cape. It was established in 1983 and is
roughly 33-years-old. Today it is home to about 450 000 people and more
than half of its households are informal.
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2. The service delivery issue: What is the issue and what are the different
components of this issue?

Planact case study: The Masakhane community is located near a coal-fired
station and a large portion of the community is living in a mining buffer
zone. As a result, community members experience a number of health issues.
The community also faces a range of service delivery issues including inadequate access to health care, sanitation and water services. The community has
chosen to focus their current advocacy efforts, with the support of Planact,
on access to safe drinking water. The community of 4 000 households has
access to only two working taps and the bulk of the potable water they receive
from the municipality is delivered in water tankers. These water tankers are
owned by a private company that the municipality has contracted to deliver
water to Masakhane. The delivery of the water by tankers is inconsistent,
which means the community is never sure when they will next have access to
drinking water, and the water is often undrinkable due to poor quality.

BESG case Study: The Mpolweni community is facing an issue with municipal service charges for the delivery of water. Most community members
have regular access to potable water through private taps in the yard and
standpipes in the community. The problem is that they are being charged
for this water, even though they are eligible to receive free basic water. As a
result of these erroneous charges, many of the households are now facing
large debt due to unpaid water accounts.

SJC case study: Those living in Khayelitsha confront a number of service
delivery challenges. One of the issues SJC focuses on is that of access to
dignified sanitation. There are not enough toilets available in Khayelitsha to
meet the needs of the community, and many of the sanitation services provided to Khayelitsha residents are temporary solutions that are undignified,
unsafe, and unsuitable for long term use. Inadequate sanitation provision has
a number of implications for community members. People have been attacked while using a toilet, some are forced to walk long distances to access
a toilet, and children die of diarrhoea and other related illness.
3. Who is responsible: What do you know about who in government is
responsible for the delivery of this service or has a role to play in the delivery
of this service (this can include private service providers that government has
hired to provide the service)?

Planact case study: Emalahleni Local Municipality is responsible for water
delivery to the Masakhane community. The municipality has outsourced the
delivery of this service to a private contractor who delivers water to the
community in water tankers.
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continued
overleaf

from previous page

BESG case study: uMgungundlovu District Municipality is responsible for
water delivery to the Mpolweni community.

SJC case study: The City of Cape Town Metropolitan Municipality is responsible for the provision of sanitation to Khayelitsha. They outsource parts of
the service to private contractors.

4. Budget issue: What do you think the budget issue could be?

Planact case study: A difficulty is transparency around the budget processes and access to information. It is unclear why water tankers are being
used since this is usually a way to provide emergency services, not continuous services to a community. We do not know what the local municipality’s
terms of reference are with the water tanker service providers. Nor do we
know if the municipality plans to invest in permanent water infrastructure
for Masakhane.

BESG case study: It is difficult to say because we do not know what the
district municipality has prioritised in terms of service delivery or how much
money they have set aside for the delivery of free basic water to Mpolweni
(or if they have set aside any money at all).

SJC case study: The City of Cape Town is not trying to formalise or eradicate informal settlements, but is simply doing everything it can to contain
them. This means that it treats informal settlements as temporary even
though they have existed for years – decades in the case of Khayelitsha.
One budget issue is that the large majority of money set aside for sanitation spending in Khayelitsha is for relatively expensive outsources temporary
solutions, with very little money being allocated for permanent sanitation
infrastructure to provide dignified full-flush toilets.

After completing Activity One you should have a comprehensive account of the important information related to the service delivery issue you are exploring. You may
also already have some good ideas about what the budget issues are, or you may still
be unsure. If you are unsure about the specific budget issues relevant to your service
delivery issue, you are by no means alone. Many CSOs doing budget analysis for the
first time face the same challenge. This is why Step 2 includes some more information
about the budget process and what we mean when we say budget issue. Step 2 also
includes an activity that focuses specifically on linking your service delivery issue to
possible budget issues.
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Step 2: Looking for clues about budget issues
THE BUDGET PROCESS
There are four phases to the budget process; each phase is explained overleaf. Keep
in mind that these phases run in a cycle and can sometimes happen at the same time.
For example, the municipality can be spending money and monitoring expenditure at
the same time, or spending money and planning the budget for the following year.

1
st
phase

2
nd
phase

Planning

4
th
phase

THE
BUDGET
PROCESS

Monitoring
spending and
delivery

Formulating
the
budget

3
rd
phase

Spending and
delivering
services

1st phase Planning
In the first phase of the budget process, local government will consider the needs of
those living in the municipality. They will think about which of those needs they consider a priority, how they will address the prioritised needs, and then develop a plan
of what they intend to do in the coming year. This will form the framework for their
budget. Keep in mind that when the municipality plans, they also have to take into consideration any commitments that they are carrying over from the previous year. These
existing commitments will form a big part of their budget for the new financial year.
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2nd phase Formulating the budget
Based on their plan, the municipality will then develop their budget. They will look
at the money they have coming in, the things they need to spend money on, and
then formulate a budget that includes information about how much they are going
to spend and on what. Once this budget is approved it will inform the municipality’s
spending for the year.

3rd phase Spending and delivering services
Once the budget has been approved, and the new financial year begins, the municipality can start spending money on delivering the services they planned to deliver for
that financial year.

4th phase Monitoring spending and delivery
Once the municipality starts to spend and deliver, it is important for people in the
municipality who are receiving the services, as well as oversight bodies, to keep track
and make sure that the municipality is spending and delivering in the way that they
said they would in their plan and in their budget.

BUDGET ISSUES
Problems can arise in any phase of the budget cycle and can impact service delivery in
different ways. For example, during the planning process the municipality may include
incorrect or inadequate information about the service delivery needs of communities,
which will negatively impact on the services they budget for and deliver. Another
possibility is that the municipality hires a private service provider to deliver a certain
service and they fail to deliver what they have been asked to. This will create a problem in the spending and delivery phase and will also be impacted by the monitoring
phase. These are examples of issues or problems in the first, third, and fourth phases
of the budget process that will impact on the delivery of a service.
This Guide will focus exclusively on the second phase: the budget formulation phase.
This means that we will look specifically at issues that arise in this phase and that can
be identified through an analysis of the budget document itself. In other words, in this
Guide, a budget issue is an issue that we can identify from an analysis of the municipality’s budget document that links to the service delivery challenge we have identified. For example, the SJC focuses on the need for dignified sanitation infrastructure
in informal settlements in the City of Cape Town. Through a process of analysing the
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City’s budget document, SJC discovered that the amount of money set aside for the
delivery of permanent sanitation solutions in informal settlements was far below what
was required to address the need. This is a budget issue that relates to the service
delivery issue that SJC’s sanitation campaign is focussing on.
Phase 2 of the budget process can be a powerful site for advocacy because the budget document is one of the most valuable sources of information currently available
at local government level. The budget includes detailed information about local
government priorities, based on where municipalities are choosing to spend money.
Municipal budgets are released at the same time of the year across the country and
are updated and adjusted during the course of the year. The budget document
follows a standard format and contains information that is relevant to all the other
phases of the budget process.
With some more information about the budget process, and an understanding of
what we mean when we talk about budget issues in this Guide, let’s go back to the
service delivery issue and see if we can examine it in a way that will make it easier to
look for clues about possible budget issues. Activity Two builds on Activity One by asking some more specific questions about the service delivery issues you are focusing on.
Some of the answers you provide to these questions might be similar to what you
wrote down in Activity One, but your answers in Activity Two should provide the next
step in linking your service delivery issue to the budget. For each question, we provide
examples from our SJC, Planact, and BESG case studies and for some of the questions
we also provide clues and ideas that will help you link your service delivery issue to
possible budget issues.
This activity, and the clues provided, should help you:
a. unpack your issue further where necessary;
b. identify gaps in your understanding of the issue that you will
need to fill before you can progress with your budget analysis;
c. explore some possible budget issues; and
d. develop a set of relevant budget questions.
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Activity Two:
1. Describe the location of the service delivery issue in as
much detail as possible (name of the community, ward number,
city or town and/or municipality).

Planact: Masakhane informal settlement (ward 19), Emalahleni Local
Municipality, Mpumalanga Province.

BESG: The Mpolweni community (ward 10) in uMshwathi Local
Municipality, uMgungundlovu District Municipality, KwaZulu Natal Province.
SJC: Khayelitsha informal settlement (wards 18, 87, 92, 93, 95, 96, 98),
City of Cape Town Metropolitan Municipality, Western Cape Province.
Clues to help you answer question 1

•

If your answer did not specify the name of the local and district, or metro
municipality, then this is the first thing you should try to find out.

•

If you are not sure of the relevant ward number then this should be the next
thing you find out, as sometimes there is specific ward level information in
the budget. Keep in mind that the informal settlement or community you are
working with may cover multiple wards, as we see with the SJC case.

•

It is important to find out whether the area or community you are working
in has formal housing, informal housing, or a mix of both. This information
could indicate possible questions about land ownership, relocation, or upgrading, all of which would inform the services that the municipality delivers
to the community.

2. What service are you having issues with?

Planact: Water
BESG: Water
SJC: Sanitation
Clues to help you answer question 2

•

Different levels of government are responsible for different services to the
public. Before consulting the municipal budget, you want to be sure that the
issue your community is facing is definitely the responsibility of local government. Keep in mind that it is possible, for example, that the provincial government has partnered with, or delegated responsibilities to, local or district
municipalities for the delivery of certain services. This is sometimes the case
with the delivery of housing.
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•

If the issue is a local government responsibility you may still need to find out
whether it is the responsibility of the local municipality or the district municipality. If the service is water, you might find out that in some places the
district municipality is responsible (e.g. with the BESG case in the Mpolweni
community) and in other places it is the local municipality (e.g. with the Planact case in the Masakhane community), and sometimes it is shared between
the local and district municipalities. You might also find that in some places
the district municipality is responsible for the oversight and budget for water
services, but the local municipality is the one that actually delivers the water.

•

Once you know which municipality is responsible, you can start looking for
clues about budget issues. An example in the case of water includes:

º

There may be challenges with water quality depending on the area.
This could suggest money needs to be spent on things like scientific
services and water treatment plants to improve water quality.

º

Many municipalities have issues of ageing infrastructure and so either
bear the costs of huge water losses or choose to invest in upgrading
the bulk water infrastructure (big pipes underground). This can mean
that there is less money allocated to infrastructure like taps and the
small pipes that connect a tap to the bulk infrastructure, that offer a
new service point for someone to access water.

º

Some municipalities have their own water reserves but many spend a
lot of money on buying bulk water from other water reserves, which
can be a big cost.

3. Explain the different ways that this service is being delivered
to the community.

Planact: A few communal taps and mostly water tankers.
BESG: Mostly taps and a few water tankers.
SJC: Chemical toilets, full-flushing toilets, pour-flushing toilets and portable
flushing toilets.
Clues to help you answer question 3

•

This answer should help you to determine whether you are looking in the
budget for information about permanent things, like taps and full-flushing
toilets, and/or temporary things, like a tanker bringing water to the community each week. This is important because temporary and permanent things
are found in different parts of the budget.
continued
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•

You should also think about the different components of the service. For
example, if the service is water and it is delivered through taps, then you
might be looking for information about: money for bulk infrastructure
(e.g. big underground pipes), money for the water that comes out of the
taps, money for repairs and maintenance of the taps and pipes, and so on.
You can then think about which of those things will be a once-off cost
(a tap), which will be recurring (water to the tap) and which will be done
when necessary (like repairs and maintenance). Again, this will inform
what you look for in the budget.

4. Who delivers this service to the community (e.g. government
officials, private contractors)?

Planact: A private contractor delivers water to the community in water tankers. The municipality delivers water through standpipes in the community.

BESG: The municipality delivers water through taps and standpipes.
SJC: Private contractors deliver the temporary sanitation solutions including
chemical toilets and portable flushing toilets. The municipality (City of Cape
Town) delivers permanent infrastructure involved in the delivery of full-flushing toilets.
Clues to help you answer question 4

•

In your answer to question 3, you may have answered that water is delivered
to the community in water tankers. Your immediate assumption might have
been that this means the service is outsourced and delivered by a private
company. However, many municipalities have their own fleet of water tankers, which means that it could be the municipality bringing the water in
a tanker. Alternatively, the whole service, or part of the service, could be
outsourced to a private contractor. This is why it is important to find out who
delivers the service.

•

In terms of taps, some municipalities have their own plumbers who might
be able to install or repair a tap. Other municipalities will outsource these
services. Again, this would influence where the item is in the budget.

•

The budget documents don’t usually provide detailed information about
services delivered by private contractors. You might want to look elsewhere
for additional information on this if you do not find enough in the budget.
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5. What has gone wrong with the delivery of this service?
Describe in as much detail as possible.

Planact: Water tankers deliver water to the community on an irregular basis.
There is no certainty about when they will come or the amount of water that
will be delivered. Generally, they only deliver once a week which does not
provide sufficient water for the needs of the community. The water that is
delivered is often found to be dirty and not drinkable. Of the initial nine taps
that were installed in the community, only two are working due to issues of
low water pressure and theft. These two taps are not able to provide sufficient water to a community of approximately 4 000 households.

BESG: Water is delivered to the community on a regular basis through taps
and standpipes. The problem is that while the community is eligible to receive free basic water due to their income falling within the threshold for free
basic services, they are being charged for the water provided. This has been
going on for some time and many in the community are facing large debt for
incorrect water charges.

SJC: There are a number of challenges with sanitation service delivery to
informal settlements in the City of Cape Town. For both full-flush toilets
and chemical toilets in informal settlements, one toilet will service multiple families. Sometimes many more families than the specified ratio. These
toilet technologies are often placed in rows on the outskirts of a community
which means that many have to walk some distance to access a toilet. This
can be very dangerous, particularly at night. Full-flush toilets are considered
the most dignified of the sanitation solutions currently provided in informal
settlements, but they are only provided to a portion of the community. They
are not regularly maintained and when they break many remain in disrepair indefinitely, further decreasing the number of working full-flush toilets.
Chemical toilets that are meant to be a temporary solution, are used by
multiple households for extended periods of time and are often not emptied
or cleaned regularly enough. As a result, these toilets are often dirty to the
point of being unusable.
Clues to help you answer question 5

• This is a very important question to help you find clues about exactly where in
the budget the problem might be. From the following examples, you will see
how the details about a service delivery problem may act as a guide to what
you want to look for in the budget. But you will also see that new questions
arise that should be investigated before you can find answers in the budget:

•

If the taps are broken and not fixed or replaced, it could suggest that not
enough money is being put aside in the budget for maintenance and repairs.
continued
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•

If water is delivered through taps and the quality of the water is poor, it
might be that the municipality is not investing enough money in regularly testing the quality of the water. It might also indicate weakness in the
water infrastructure that is leading to the contamination of water. In turn
this might suggest that there is not enough money for water infrastructure
maintenance in the budget or that that area is not being prioritised. These
issues can be technical and may require expert input, but being able to ask
the right questions is an important part of the process.

•

If the municipality is wrongly charging the community for water when it should
be free, the municipality could be struggling to fund the delivery of free basic
water in a sustainable way. Or they could be using the money they receive
from national government for the provision of free basic services to fund
other services or goods in the municipality. Or the problem can be related to
a municipality’s requirement that people should register as indigent before
they can receive free basic services. You may not find all or any answers in
the budget document and you will need to look elsewhere for information.

•

If water is delivered in tankers by a private contractor, and the delivery is
irregular and unpredictable you could be looking at problems with the specifications in the contract, problems with the municipality’s cash flow, or poor
monitoring of the service provider by the municipality. Some relevant information might be found in the budget document but the rest would likely be
found in public procurement documents.

6. What needs to be done to address this problem in the short term?

Planact: Tankers need to deliver water more regularly and consistently. A
water delivery schedule should be circulated among the community and
made easily available. The municipality needs to ensure that the tankers that
are being used by service providers, are clean and suitable for the transport
of water. The municipality also needs to ensure that the source where water
tankers are collecting water, is supplying clean drinking water. The existing
taps need to be fixed or replaced, and the issue of the quality of water delivered through these taps needs to be explored.

BESG: The existing debt that these community members face needs to be
written off by the municipality.
SJC: There needs to be improved emptying, cleaning, and maintenance
of all toilet technologies and improved monitoring of these services by the
municipality.
Clues to help you answer question 6

• There is some scope for a municipality to reprioritise funds in their current

budget, but you need to keep in mind that it is very unlikely they will agree
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to any big changes to the budget during a financial year. Sometimes, depending on what you want the municipality to do to address the service delivery
issue, it might take a few years to achieve significant changes to the budget.
For this reason, you might want to think carefully about a short-term budget
gain that you could advocate for, in addition to the longer term goal of your
campaign discussed in the next question.
7. What does the community want for the delivery of this service
in the longer term?

Planact: Enough working taps to serve the whole community with clean
drinking water.

BESG: The municipality needs to ensure that residents in the community
who qualify, receive free basic water and are no longer erroneously charged
for the water that is delivered.
SJC: The municipality needs to develop and put in place a comprehensive
and fully-funded plan for the improvement of sanitation services in informal
settlements and the progressive roll-out of more dignified sanitation solutions
(full-flushing toilets).
Clues to help you answer question 7

•

It is important to have a clear long-term goal and to know what budget
changes you want to see to achieve that service delivery goal. For example,
if your long-term goal is water provision for the whole community through
taps and the eradication of outsourced water tankers, this would mean that
you would want to see progressively more spending on infrastructure (particularly taps) and progressively less spending on private contractors. It might also
mean that you want to see more spending on bulk infrastructure (pipes), on
the purchase of bulk water, and on repairs and maintenance to ensure that the
taps last. Make both your short- and long-term goals as specific as possible.

8. Is the service free or does the community pay for it?

Planact: Free.
BESG: It should be free, as most of the community is eligible for free basic
water, but community members are being incorrectly charged for water
which has resulted in large debt for many of the households.

SJC: Free.
Clues to help you answer question 8

•

You may have already found the answer to this in one of the earlier questions,
but it is worth making sure that you have clarity on the issue of whether the
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service is free or the community is paying for it. In the BESG case, people
in the Mpolweni community have sufficient access to water but are being
wrongly charged for free basic water. However, in Masakhane the problem is
not that people have to pay for water. The problem is that they do not have
sufficient access to potable water. This issue of payment needs to be clear in
your budget analysis and in your advocacy work.

•

If the service is free it means the community members themselves are not
paying to cover the cost of the service. Some of the questions you might ask
are: where is the government getting the money for the service? Step 7 of
the Guide provides more information on how the provision of free basic services is funded, and specifically how municipalities are supposed to use funding from the national government for this. If municipalities charge indigent
communities for the basic services they receive, important questions should
be asked about how they allocate the funding they get from the national
government and why they do not use that to provide free basic services.

Once you have completed Activity Two, you are done with Step 2 of this Guide. This
step should have given you some more ideas of possible budget issues related to your
service delivery problem. Step 2 has hopefully also helped you formulate some budget
questions that you can start exploring and refining through the rest of the steps in the
Guide. All good budget analysis starts with a clear set of questions.

Section A of this Guide has hopefully helped you gather and
refine important information about the service delivery issue
you are focussing on. It should have also supported you in
a process of developing a set of possible budget issues and
questions that you will be exploring throughout each of the
subsequent steps in this Guide. Section B, which includes
Steps 3 to 5, will build on your knowledge which you documented in Section A, by helping you develop a deeper understanding of the local government context in which your
service delivery issue is rooted.
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STEP ONE

Section B:
Exploring the local government
context
In Section A, Step 1 asked you to identify and unpack the
specific service delivery issue you are focussing on. Step 2
then guided you through a more detailed analysis of that
information which should have helped you to start linking
your service delivery issue to the budget, and should have
given you some idea of relevant budget issues and questions.
This next section, Section B, is about exploring your specific local government context in greater detail. There are three steps in this section: Steps 3, 4, and 5. Step 3 is
about identifying and accessing specific government documents that will provide you
with key information about your municipality. Step 4 will give you some ideas for developing a better understanding of the service you are focussing on. Step 5 uses what
you have learned in Steps 3 and 4 to build a picture of who does what in the municipality, and helps you to identify the key decision makers in your municipality relevant
to the service you are interested in.
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Step 3: Looking for key government documents
In Section A you identified the service delivery needs of the community and where
government is not meeting these needs. The next step is to explore the following
questions:

•
•
•
•

What does the government think the community’s service delivery needs are?
What has government committed to deliver in order to address those needs?
What is the budget allocation for delivering these services?
What money has already been spent on these services?

When looking for answers to these questions there are three documents that generally serve as a good starting point. Keep in mind that these are not the only government
documents that contain information relevant to the questions above, and they will not
necessarily include all the information that you need.
The three documents are:

(1) The Integrated Development Plan (IDP)
(2) The Service Delivery Budget Implementation Plan (SDBIP)
(3) The municipality’s budget
These three documents are meant to be read together when you are looking for more
information about the municipal planning and budgeting process. The IDP and SDBIP
are both documents that include the local government’s plans for development in
their municipality. These documents can, for example, give you an idea of the areas
they have identified for development; the targets the municipality hopes to reach
in terms of service delivery; as well as major projects they are planning. The budget
shows how much money has been set aside for the municipality’s different development projects and operating costs or day-to-day expenses, as well as how much
money the municipality expects to receive.
If you are concerned about a specific service delivery issue in your community, the IDP
and SDBIP can be helpful because you can see if your community has been identified
for development projects and what these projects are. The budget will then tell you
how much money has been put aside for this. You can start to consider if these projects will address the needs of your community, and whether the amount of money
that has been put aside by the municipality for their plans is reasonable. We will now
look at these three documents in some detail.
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(1) The IDP is a five-year development plan that is meant to ensure that local
governments’ plans meet the needs of their communities through an inclusive and participatory process. The IDP outlines how the government will
spend its budget, what the priorities for spending are, and the areas where
the development projects will happen. It should be quite a lengthy document (somewhere between 200 and 500 pages) with a lot of information
and can be a very valuable resource depending how much work the municipality has put into the planning process.
In addition to setting out the specific service delivery and infrastructure
development plans for a five-year period, the IDP can provide information
about the structure of the municipality. As the IDP is legally required to be
made publicly available, you would expect them to be easy to find. But
unfortunately this is not always the case.
(2) The SDBIP is similar to the IDP but it is only a one-year plan. While the
IDP gives us the bigger picture of the municipality’s development plans, it
does not help us to understand what is meant to happen in the current or
upcoming financial year. The purpose of the SDBIP is to make sure the IDP
is on track and in line with the municipality’s annual budget. It also gives
some helpful information about how the government plans to measure its
own progress, which is handy if you want to monitor this yourself or check
up on the progress before the financial reports are due.
(3) The municipal budget document explains where the municipality gets
its money, how much it is getting, and what the money will be spent on.
The budget document usually includes tables with financial information,
as well as written information. A new budget is drawn up and tabled
before the beginning of each financial year. Local government’s financial
year begins on 1 July and ends on 30 June.
These documents, and the information they contain, are critical for your understanding of the service and your budget analysis. The problem is that they can sometimes
be difficult to access. You may find the document on the municipality’s website but
sometimes the websites are badly laid out. Sometimes the document has been uploaded under the incorrect title, other times the document is just not there. You might
then try to contact someone by phone, only for the phone number on the website
to be wrong or the government official listed as the contact person to be no longer
working there.
In this step, we will walk you through the various avenues you can explore in trying to
gain access to the three key documents for the three municipalities we are interested in.
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Some tips for using Google to search for the documents

•

Google often has thousands of pages of results for your
search. Adding the type of file that you are looking for can
help narrow the results, e.g. ‘PDF’, ‘doc’ or ‘xls’.

•

Be careful that you get results for the right municipality,
e.g. there is an Emalahleni in the Eastern Cape as well as
in Mpumalanga.

•

Remember that Google only gives results based on the key
words you use for your search, so play around with your
search phrases.

•

When you find a document, double check that the dates
on the document you find are for the year that you want.

Start by looking on the municipality’s website
A good place to start your search for documents and information is your municipality’s
website. Spend some time exploring the website to get a sense of all the documents
they have uploaded, what contact information is available, and if they provide information about who the Municipal Council and Administrative Council officials are.
You will likely come across information that could be useful for later steps in the
process, so it is a good idea to save the links to these documents in a file or write
them down in case you need them later. If you are lucky, all three of the documents
will be conveniently available for download from the municipal website, but more
often than not it will take some time to play around on the municipality’s website to
find what you are looking for.
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We are going to start by showing you how to look for the
documents on the website of the City of Cape Town.
The City of Cape Town’s new website (https://www.capetown.gov.za)
was launched in October 2016. It does not make it clear from the start where to find
the IDP, SDBIP, and budget (see Figure 1 below). You could try using the search function to get there, as shown by the arrow in the screenshot below, although this has
some limitations. For example, the results of your search will only include the exact
words you search for. You might find it more helpful to have a general look around
the website to begin with. The figures below show some of the different ways that
you can use the City of Cape Town’s website for your research needs.

Figure 1: City of Cape Town Website Homepage

If you scroll to the bottom of the home page you will see links in the grey panel (see
Figure 2 below) that can take you to some very helpful information that you may miss
if you rely only on the search function. Figure 2 below shows arrows pointing to two
helpful links: ‘City documents and resources’ on the left and ‘Our Mayor’ in the middle.

Figure 2: Screenshot of the Bottom Panel of the City of Cape Town Homepage
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The ‘City documents and resources’ link takes you to the website’s Document Centre
(see Figure 3 below). In the Document Centre there is a search bar that you can use
to find the documents you want. There are also three filter options in the left panel:
‘Document category,’ ‘Theme,’ and ‘Date.’ These filters can be used in addition to the
search option. Unfortunately, the City of Cape Town’s Document Centre does not make
it easy to find the documents that you want and you need to scroll through the search
results to find the 2016/17 Final Budget (see Figure 4 below).

Figure 3: City of Cape Town Website’s Document Centre

Figure 4: City of Cape Town Website - Budget Search Results
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Earlier, we mentioned that the ‘Our Mayor’ link on the City of Cape Town’s website
can also be useful. If you click on the link ‘Our Mayor’ it takes you to a page that gives
information about who is on the Mayoral Committee (the city’s executive committee)
and also has a link to a page titled ‘The City’s Budget’ (see Figure 5 below). This is
a far more helpful way to get the budget information we are looking for because it
takes us to a dedicated 2016/17 budget webpage (seen in Figure 6 below).

Figure 5: The City of Cape Town Website’s ‘Meet the City’ Page

Figure 6: City of Cape Town 2016/17 Budget Webpage
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We will now look at how to find documents on the
Emalahleni website.
The City of Cape Town example has shown how difficult it can be to find the information you want, because sometimes the information is kept in obscure parts of
the website. Below we compare the Cape Town’s website with two others to get
an idea of how much these can vary. The Emalahleni municipality website
(http://www.emalahleni.gov.za/online2/) has a clear label ‘Documents’
(see Figure 7 below).

Figure 7: ELM Homepage

See Figure 8 below for a screenshot of the different folders listed under ‘Documents’
on the website.

Figure 8: Document Centre
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The budgets available from the Emalahleni website are housed in the ‘Budget’ subfolder in the ‘Document’ section of the website, and the IDPs and SDBIPs available
are grouped together in a folder called ‘IDP & SDBIP’ – as seen in Figure 8. But do
not let the file names and listings fool you. It is important to try to actually download
the items, because sometimes a failure message may tell you that the document is
not actually available despite being listed in that section of the website – as seen in
Figure 9 below.

Figure 9: Document ‘Dead Link’ Message

Finally we can compare that with how to find documents
on the uMgungundlovu website.
The uMgungundlovu District Municipality website’s homepage
(http://www.umdm.gov.za/Official_Site/) is seen in Figure 10 below. You can
see that, unlike the City of Cape Town and Emalahleni Local Municipality websites,
the page where all the documents are located is not as clearly labelled. In this case,
it is all housed under the menu option ‘Access to Info’.

Figure 10: UMDM Homepage
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Figure 10 on the previous page shows a screenshot of the different folders listed
under the ‘Access to Info’ menu option on the website. You must click on the document that you would like to access from the drop-down menu. See Figure 11 below
for an example of the page you get taken to when you select the option ‘IDP from the
drop-down menu.

Figure 11: Example of IDP Page
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Go to the National Treasury website
WHAT IS THE NATIONAL TREASURY?

National Treasury is a department within South Africa’s
national government. This department is responsible
for South Africa’s finances and for management and
oversight of the policies that guide the way the country’s finances are managed. One of the tasks of National
Treasury that is especially important when talking about
local government, is that they are in charge of implementing the Division of Revenue Act. The Division of
Revenue Act makes sure that revenue that has been
collected by national government is equitably distributed between national, provincial, and local governments.
Sometimes the information you are looking for may not be available on the municipality’s website in the format that you want it, or at all. The National Treasury maintains a
website that houses a collection of critical local government documents, including the
three key documents that this Guide focuses on, the IDP, SDBIP, and the municipality’s
budget. The reason for this is that National Treasury has been charged with ensuring
the overall financial management and transparency of local government.
This responsibility is established by the Municipal Finance Management Act (MFMA).
There is a more detailed explanation of the MFMA on page 66 of Step 6. What is
important here is that it regulates the financial matters relating to local government.
It is an Act that works in conjunction with others to ensure the overall coordination
and accountability of local government. Section 22 of the MFMA requires the municipal government to submit their annual budget in both hardcopy and electronically to
the National Treasury and the relevant Provincial Treasury.
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The National Treasury’s MFMA website, as seen in Figure 12 below, can be directly
accessed at http://mfma.treasury.gov.za/Pages/Default.aspx.

Figure 12: National Treasury MFMA Homepage

It can also be navigated to from the National Treasury homepage using the address
http://www.treasury.gov.za/default.aspx by clicking on the menu option ‘Legislation’ in the left pane and then on the sub-section ‘MFMA’. See Figure 13 below.

Figure 13: National Treasury Homepage - MFMA in Navigation Pane
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The menu options are listed on the left pane of the MFMA website. The option
‘Municipal Documentation’ is the link that takes you to the document centre where
you may find the documents you are seeking. Figure 14 below shows where the
‘Municipal Documentation’ link can be found, as well as the municipal documents
that are collected by National Treasury.

Figure 14: MFMA Website - Municipal Documentation
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Ms Elsabé Rossouw is the current director of Local Government Budget Analysis Data
Management for National Treasury.

This makes her the key person in charge of maintaining the
database on the MFMA website.
We contacted the Local Government Budget Analysis Data Management office to ask
a couple of questions about the website itself, as well as to ask for budgets that were
not listed on the MFMA website. This office proved to be very quick at replying to
emails and usually responded on the same day the mail was sent. They explained that
everything that they receive from local governments is uploaded to the website, so if
there is a document missing for a municipality for a particular year, this is because that
municipality has not sent it to the National Treasury office. This may seem obvious, but
it is helpful because we then knew that there was no point continuing to try and get
the budget information that we wanted from the MFMA website and National Treasury and that the municipalities themselves were our only option.
The Local Government Budget Analysis Data Management office also explained the
coding system used to label the documents. The different types of municipalities have
different codes used for the titles of the documents applicable to them. Local municipalities have a combination of two letters followed by numbers. The letters stand
for the province the local municipality is in and the numbers match those used by the
Municipal Demarcation Board.
For example, Emalahleni Local Municipality’s documents are labelled
‘MP 312 Emalahleni’ with the ‘MP’ standing for ‘Mpumalanga’.
All district municipalities’ codes begin with the abbreviation of ‘DC’, regardless of the
province in which they are located, but also use the number assigned to them by the
Municipal Demarcation Board.
For example, uMgungundlovu District Municipality’s documents are labelled
‘DC22 uMgungundlovu’.
This is important because it helps you navigate quickly to the documents that apply
to your municipality. It also helps you avoid using the wrong documents if there is a
municipality with the same name but in a different province. The metropolitan municipalities are easier to navigate because there are fewer of them compared to the other
two types of municipalities. Their documents are labelled with a three-letter abbreviation followed by the metro’s name.
For example, ‘TSH City of Tshwane’.
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Contact the municipality

☎

It is possible that the documents you want (and/or the format you want them in)
are not available through Google, the municipality’s website, or from National Treasury. The Treasury relies on the municipalities to send through the documents, so it is
unlikely to be on the municipal website if you cannot find it on the National Treasury
website. You may want to try contacting the municipal officials directly to try get the
information you want. It can be difficult to determine the appropriate person – it
often depends on how much information the municipal website gives about who is
who in the municipality. Some suggestions for where to start; all municipalities will
have a Chief Financial Officer and they will have overall responsibility for the municipality’s budget. Every municipality should have an IDP manager, who is the person to
call for the IDP and SDBIP. Sometimes your call gets forwarded from office to office as
you try to find the right person.

Hopefully, by the end of all this, you have managed to gain access to at least some of
the documents that you need, in the formats that you need them. If not, keep trying
different combinations of the stakeholders and tactics discussed in this step. Once
you have one or all of the documents you need, you can progress to Step 4 which will
focus on the information in these documents.

REFERENCE: Republic of South Africa. 2003a. Local Government: Municipal Finance Management Act, No 56 of 2003.
Available online: http://mfma.treasury.gov.za/MFMA/Legislation/Local%20Government%20-%20Municipal%20Finance%20
Management%20Act/Municipal%20Finance%20Management%20Act%20(No.%2056%20of%202003).pdf
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Step 4: Getting information about the service
In Step 1 and 2 you identified and explored details about your service delivery issue. In
Step 3 you were hopefully able to gain access to some key government documents.
In Step 4 you will be exploring the government documents to find detailed information about the municipal service you are focussing on, for example water, sanitation
or electricity. The purpose of this step is to equip you with enough knowledge about
the service to confidently read and analyse municipal planning and budget documents
without being stumped by any technical terms that are used. This knowledge will also
help you in Step 5, where you will build a picture of the municipality that shows who
is responsible for the delivery of your service.
As you start looking through the documents you may well find that the municipality
uses technical language or jargon when talking about the service you are interested
in. If you are looking for information about water, you might see words like ‘reticulation’ and ‘abstraction’. If you are wanting to find out about electricity delivery you
might see the terms ‘substation’ and ‘pylons’. You might also pick up that the process
of delivering water from the source to a tap, or a toilet in a household, involves a
number of steps that can include different stakeholders. For example, a municipality
might be responsible for getting the water to the taps, but not for the source that the
water comes from.
These details are relevant to budget analysis because municipalities will often set aside
money in the budget for different parts in the water delivery process. We need to
know exactly which parts are relevant to our issue and how they are related, so that
we know which budget allocations are of interest to us.
This information is also important to us for advocacy purposes. Understanding the
technicalities of the service can help us to identify who the relevant key decision
makers are. This information will be important for us in Steps 5 and 6.
This step will use the example of water services, which is also linked to the delivery
of sanitation services, to illustrate the kind of information you might want to gather
about the local government service you are focusing on.
THE WATER SUPPLY CHAIN
There are various ways you can find out more about the technicalities and technical
terms related to the service you are interested in: you might speak to someone in the
municipality, you may search for information online, you could look for information
on the municipalities website, or you might know someone who is an engineer or a
plumber and knows about water delivery. Below is an example of the kind of information that will be useful, in a format that can be a helpful learning or teaching tool.
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Figure 15 shows an example of a simplified supply chain for water, based on information drawn largely from City of Cape Town documents. Some of this information
will be the same across municipalities, but it is good to try and get information that
is specific to your municipal context. The diagram illustrates the process of how raw
or untreated water becomes drinking water and is transported to households, and
how waste water that is produced after that water has been used is transported
away from households and treated. Keep in mind that with regards to sanitation, this
supply chain deals only with flushing toilets and waterborne sewerage systems that
use water to flush away and transport sewerage.

CATCHMENT
AREAS

DAMS

RAW
WATER

GROUNDWATER

WATER TREATMENT
WORKS
Resevoir

AREA 1

Resevoir

AREA 2

AREA 3

AREA 4

WASTEWATER COLLECTION

Large amounts of
water, often referred
to as bulk water, are
distributed from the
raw water sources,
to water treatment
works. Here the water
is treated to make it
drinkable and is distributed to reservoirs
where it is stored,or
it it delivered to different areas via large
diameter pipelines.

Water is delivered
to consumers or end
users via a network of
smaller pipes know as
secondary distribution networks, also
referred to as reticulation. Wastewater
is also collected from
consumers through
a network of
smaller pipes.

Wastewater is treated
in wastewater
treatment works.

WASTEWATER
TREATMENT WORKS
Figure 15: Water and Sanitation supply chain
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SERVICE SPECIFIC TECHNICAL TERMS
Table 1 provides definitions and explanations for some of the technical water and sanitation terms used in the value chain above. It also includes other terms that might come
up in the budget or IDP. If you are focussing on water or sanitation, it is good to familiarise yourself with these terms and definitions so that if you see your municipality is
planning on spending money on five new waste water treatment works, and no money
on water treatment works, you know what they are prioritising and how this might
impact on your issue. If you are focussing on another local government service, it might
be worth developing your own set of terms and definitions relevant to that service.

Water and Sanitation
Technical Term

Definition

Bulk water supply

A large quantity of water, for example a dam, that will be
used to supply a municipality or parts of it.

Large diameter
pipelines

Large diameter pipelines, also sometimes referred to as
water mains, are the large pipes that transport bulk water
from the water treatment centre to the districts.

Reservoir

A reservoir is a large natural or constructed lake that is
used to store large amounts of water.

Potable water

Water that is safe for drinking and preparing food with.

Reticulation

Reticulation is the water pipe network that is used to supply water directly to consumers. The pipe infrastructure is
smaller than the pipes used for the large diameter pipelines. Reticulation can also be referred to as a secondary
distribution network.

Wastewater

Wastewater is any water that is no longer suitable for its
original use. Sewage is one type of wastewater; another
is toxic waste from manufacturing processes. Some of this
non-consumable water can be treated to be reused in the
water cycle (wastewater treatment).

Metered
connection points

Metered connection points refer to the places that the
government has installed meters to monitor the consumption of water. This is used to bill consumers. There are bulk
water meters that measure and bill for bulk amounts, and
domestic meters that measure smaller amounts of water
delivered to households.

End user/
consumer

The end user or consumer is the person or business or
factory that uses or consumes the water.
TABLE 1: Terms and definitions for water delivery
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WATER AUTHORITIES AND THEIR RESPONSIBILITIES IN THE WATER
SUPPLY CHAIN
There is one last important piece of information when dealing with the delivery of
water: who is responsible for which parts in the supply chain? In the case of
water delivery, you might have heard about water boards, and you may have seen
reference to a water service authority or water service provider in the IDP. Figure 16
explains the responsibilities that go with each of these different roles in the water
supply chain. Depending on your specific service delivery issue, this information
could help you determine who exactly has ultimate responsibility for that particular
component of the service.

Water Board, Water Service Authority, Water Service Provider:
What is the Difference?
Water boards are government-owned entities. There are 15 of them
across South Africa and they manage the bulk water supply by operating dams
and bulk water infrastructure. One water board will be responsible for the bulk
water supply to a number of municipalities. The biggest three water boards are
Rand Water in Gauteng Province, Umgeni Water in KwaZulu Natal Province,
and Overberg Water in the Western Cape.
A Water Service Authority (WSA) is a municipality responsible for ensuring
access to water. WSA’s are responsible for planning water services to ensure
affordable and sustainable access to water services. A WSA will enter into an
agreement with a water board to secure the supply of bulk water services to
their municipalities. District municipalities are usually the WSA responsible for
the local municipalities in their area.
Water Service Provider (WSP) is responsible for delivering water to consumers.
So while the WSA is responsible for planning water delivery, and ensuring that
people have access to water, the WSP is responsible for the delivery. It is possible for one municipality to be both the WSA and the WSP but it is also possible
for these responsibilities to be housed in different municipalities. For example,
a district municipality is the WSA and a local municipality within that district is
the WSP. A WSP may use various means to delivery water to consumers. For
example, they may outsource parts of the service to a contractor who delivers
water using tankers, and may use municipal infrastructure to deliver water to
others via taps. Whichever means they choose, the municipality will remain the
WSP with ultimate responsibility for the delivery of water to consumers.
Figure 16: Different responsibilities of water board, water service authority and waste water service provider in South Africa.

REFERENCE:
Department of Water and Sanitation. Water Service Institutions. Available online: http://www.dwa.gov.za/io/wsi.aspx
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Step 5: Building a picture of the municipality
Once you have accessed the key documents that you need in Step 3, and you have
taken time to gain a good understanding of the service and its technicalities in Step
4, you can use that information and knowledge to develop a map or picture of the
various departments and divisions within your municipality. The picture that you build
of the municipality should help you to find answers to two key questions, related to
the service you are focussing on:
1. Which parts of the municipality are involved in the delivery of this service?
2. Who in the municipality is involved in the delivery of this service?
Municipalities are complex institutions. It is not always clear exactly who is responsible
for what. Figuring this out, with a focus on your specific service and issue, is important preparation for your budget analysis and advocacy. First, you need to know how
the municipality is organised with regards to the service you are focussing on, so that
when you look at specific items in the budget you will be able to link them to certain
structures, departments, or divisions in the municipality. Second, you will want to
speak to people in the municipality both during and after your budget analysis. Building a picture of who is who, and understanding exactly what people are responsible
for, will help you talk to the right people about the right things.
We like to use the word ‘organogram’ to describe the picture you can build of your
municipality. An organogram is a diagram that shows the structure of an organisation
and the relationship between the different people and divisions at different levels.
Most municipalities will have their own organogram written up somewhere. While
this can be useful, it seldom offers you all the information you need and can be out
of date.
Figure 17 below is an example of what a ‘skeleton’ or blank organogram might look
like. This is the skeleton of the uMgungundlovu District Municipality organogram. In
this step we will fill in the missing information and build up the organogram. In other
words, using the uMgungundlovu District Municipality organogram as an example,
this step will take you through the process of developing your own organogram for
your municipality.
Developing an organogram is a process, and your organogram will always be a working document. The more you understand about the municipality the more detail you
will be able to include in your organogram. The organogram is a powerful tool for
planning your advocacy. It will help you engage the municipality in more meaningful
and strategic ways.
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Figure 17: Blank Organogram
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PART 1: DECIDING WHAT INFORMATION YOU NEED
First, you need to decide what information you would like to include in your organogram. While this is your decision, generally it is helpful to include information about
both the political and the administrative structures of the municipality.
The political structure is made up of the following:

•

The municipal council consisting of ward councillors (elected in their ward) and
proportional representation councillors (on the list of a political party voted into
power). This is the legislative body of the municipality. Among other things,
they make and implement by-laws and approve the budget as well as the IDP.

•
•

The speaker who chairs council meetings.

•

Portfolio committees which serve as the link between the work of the administration and the political structures. They are generally chaired by a member of
the executive committee and while they do not have decision-making powers
they serve an oversight function.

•

Oversight committees who exercise oversight over the portfolio committee and
the executive committee.

The mayor who heads the council and an executive or mayoral committee who
supports the mayor in exercising his or her responsibilities.

The administrative structure is made up of the functional parts of the municipality
that implement the core work and deliver on key responsibilities. Together the political
and administrative structures make up the ‘organisational structure’ of a municipality.
In Figure 18 below, we have highlighted where you would insert the political and
administrative structures.
Within this broader organisational structure, you might think about including the
following information:

•

Divisions within the political structure of the municipality, this can include the
executive committee and portfolio committees.

•

Divisions within the administrative structure of the municipality. These go by
different names depending on the municipality, but can include directorates,
departments, sections, units, branches, etc.

•

Key positions, roles, or jobs within each of the divisions in the municipality.
In the political structure this might be the mayor, members of the executive
committee, and the councillors who head up each of the portfolio committees. In the administrative structure this might be the municipal manager,
executive directors of the directorates, or managers of departments.
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•

Names and photos of the people who fill each of the key positions, roles, or
jobs. For example, you do not just want to know that there is a municipal
manager, you want to know his or her name as this information will help you
contact them. The same is true for people in other roles in the organogram.

When gathering information, keep in mind that across municipalities there can be different titles for the same job or different names for divisions with the same responsibilities.
For example, in one municipality you may have a mayoral committee and in
another municipality it will be called the executive committee.
Or in one municipality you may have the utility services directorate, and in another municipality you have the department of technical services, both at the same
level in their respective municipality and both responsible for the same services.
This is why it can be helpful to have a clear picture of the structure of the specific
municipality that is responsible for the service you are focusing on.

Political
Structure

Administrative
Structure

Figure 18: Political and Administrative Structures in Organogram
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PART 2: FINDING THE INFORMATION YOU NEED
Once you have decided what information you want to include in your organogram,
you need to go looking for it. You will find the information you need in a range of
different sources, for example the IDP and the budget document (see Step 3 for
further details). An important thing to keep in mind while going through these documents, is that you want to find information that is relevant to the service you are
focusing on.
For example, if you are looking into water delivery, you may want to ask yourself:

•
•

Who is linked to the delivery of water services in this municipality?
How are these relevant divisions or individuals linked to the delivery of
water services?

You do not want to spend days building an organogram that deals with all the divisions within the department of corporate services if this is not immediately relevant to
your service delivery focus or your advocacy goals. You want to be selective about the
information you seek out.
So where exactly should you look for this information? The best places to start are
the municipality’s website and the IDP. As mentioned in the introduction to this Step,
sometimes your municipality already has an organogram available on their website. For example, uMgungundlovu District Municipality has an organogram of the
structures under the ‘About Us’ section of their website. See Figure 19 below for a
screenshot of the top-level organogram that can be found in a document that they

Figure 19: uMgungundlovu Organogram: top level
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provide on their website. What is clear from the uMgungundlovu organogram is that
this document serves as a structural guide and does not explain who actually fills the
positions at present. The document helpfully includes some information about what
that position’s purpose is, which can help you determine which positions to focus on
in relation to the service delivery issue – in this case, water.
Figure 19 (opposite) shows the organogram down to the level of the departments,
but the full uMgungundlovu organogram is broken down further to show all the
departments, the specific positions within each department, and their main functions
(see Figure 20 below).

Figure 20: Extract of uMgungundlovu Organogram: division level

Once you have this information about the relevant divisions, you need to try figure
out who currently works in these positions. Some IDPs include information about the
structure of the municipality, sometimes with details about who fills which positions.
uMgungundlovu’s IDP provides a good breakdown of their organisational structure
using both an organogram and some written explanations. Figure 21 overleaf is the
organogram shown in the uMgungundlovu’s IDP. It provides information about the
political structure of the municipality, including pictures, names, and positions for
the speaker and chief whip. Although not shown here, the uMgungundlovu IDP also
provides photographs of all the councillors along with information about the portfolio
committees and the councillors that lead them.
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POLITICAL STRUCTURE

Figure 21: uMgungundlovu IDP Organogram

Figure 22 below shows positions, names, and pictures for some in the administrative
14
structure of the uMgungundlovu District Municipality. This organogram also shows
that the position of executive manager for corporate services is currently vacant.
4.5

ADMINISTRATIVE STRUCTURE

EM stands for Executive Manager, who is S 56 Manager reporting
directly to Municipal Manager, who is the Accounting Officer. The
Post of EM Corporate is Vacant and will be filled soon.

Figure 22: uMgungundlovu IDP: Administrative Structure
20
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This is all helpful information but you may find that the IDP document does not have
all the information you need. In this case the municipal website is a good place to
look for more information. The uMgungundlovu website provides information and
photographs of all the current councillors on their website under the ‘About Us’
section (see Figure 23 below).

Figure 23: uMgungundlovu Website: Councillors

If you click on the link to ‘Council’ you will be taken to a page with the name, photograph, and position of the current council at uMgungundlovu, as seen below in Figure
24. When looking at the speaker and the chief whip in Figure 24, you can see they
are different from the speaker and the chief whip shown in the IDP. This indicates that
the information in the IDP was not up-to-date. This was to be expected considering
the recent local government elections but it shows that it is important to use as many
sources as possible, and cross-reference sources, when building your organogram.

Figure 24: City of Cape Town ‘Meet the City’ Landing Page
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Figure 25: Complete uMgungundlovu Organogram
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PART 3: PIECING IT ALL TOGETHER
Once you have all the information you can find, you can start building your organogram. It is possible that you could not find all the information you needed or that the
municipality had official documents that told you conflicting things about how the
municipality is structured. This means you will not always have a perfect picture and
there may be a few missing pieces. If you can, the best option is to share your organogram with someone in the municipality and get them to verify it and provide more
information where you need it.
Figure 25 (left) is an example of how we built an organogram for the uMgungundlovu
district municipality, based on some of the information mentioned above. You can see
from this example that we focussed on the parts of the municipality that are most relevant to the delivery of water which, in this case, included all the divisions within the
department of technical services. The organogram starts with the full political structure and all the departments in the municipality. It then zooms in on the department
of technical services, looking for things that speak to water delivery to the Mpolweni
community in the uMshwati Local Municipality.

PART 4: IDENTIFYING AND ENGAGING THE KEY DECISION MAKERS
The organogram you built in Part 3 of this step, shows you which specific parts of the
municipality are involved in the delivery of the service you are concerned about. This
information could help you link certain items in the budget to certain divisions in the
municipality and could help you ask the right people in the municipality for information. The organogram can also serve as a valuable advocacy planning tool, which is
the final part of this step.
When you advocate for improvements in the service you are focusing on, you want
to make sure you are engaging people within the municipality who play a role in the
delivery of this service. More importantly, you want to engage people in the municipality who make key decisions regarding the service, as well as people who have
oversight responsibilities.
Identifying these people early on is good because, if you know who has the power to
address your service delivery issue and how they are connected to one another, you
can already start thinking about what tactics you might use to build an advocacy
strategy around your budget analysis.
In your organogram, start at the top and based on the information you have gathered mark all the people who have a responsibility for the service you are focusing
on – both with regards to delivery and oversight. Using the example of water delivery
services in uMgungundlovu, see in Figure 26 (overleaf) where the relevant people have
been circled.
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COUNCIL
Mr Mbambo is
answerable to Mr Khuzwayo,
Councillor Zungu and indirectly, to
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Figure 26: uMgungundlovu Organogram explained

Mayor Maphumulo leads the executive committee of which Councillor Zungu is
a member. Councillor Zungu heads up the infrastructure portfolio committee in the
municipality. This portfolio committee serves an oversight function by keeping the
mayor and the council updated on things that are going on in the Technical Services
Department. The Technical Services Department is responsible for the delivery of water
in the municipality, and is headed by Mr Mbambo. The Technical Services Department
is part of the administration, which is headed up by the municipal manager who also
has oversight responsibilities with regards to all those in the administrative structure of
the municipality. In other words, Mr Mbambo, who is directly responsible for the delivery of water to all those living in the municipality, is answerable to Mr Khuzwayo,
Councillor Zungu, and, indirectly, to Mayor Maphumulo, all of whom have a responsibility to ensure that Mr Mbambo is performing his function satisfactorily.
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The following are some of the things you might want to find out about these specific
individuals in the municipality:

•

Any information about how these individuals came into their respective roles.
For example, in Emalahleni, the municipal manager was originally assigned
to the municipality as an administrator by provincial government when the
municipality was placed under administration (see box below for an explanation). This information might give you some ideas about creative ways to
connect with this municipal manager, if he is unresponsive to your attempts
to communicate directly.

•

For those in political positions, find out what political party they are from, if
they have always belonged to that party, where they are positioned in that
party, and also see what you can learn about the composition of council.

•

Try and find information about the career history of these individuals, where
they worked before their current position or before joining the municipality.
You may discover some unlikely connections or some indication of the best
way to engage these individuals.

What does it mean if a municipality is placed under administration?
A municipality is placed under administration when it is seen to be unable
to carry out its legal and constitutional duties. This means that the provincial
government will play a proactive and intervening role in the running of the
municipality. It is a last resort measure, and it will only be implemented if a municipality is proven to be in severe trouble. For example, if a municipality is not
spending the grants it receives from national government, not paying its debts,
and not sticking to its IDP, it may be placed under administration because many
of its duties are not being carried out.

This is information that will help you think about how you might connect with key
individuals to discuss your budget analysis findings as well as your suggestions for
changes in the budget. This kind of information might also offer some ideas of how
to convince the municipality that they should address the service delivery issue you are
raising. This is discussed further in Section E.
Keep in mind that you can extend your organogram, and your list of decision makers,
beyond the municipality itself to include people or divisions at provincial and national
level who have oversight responsibilities relevant to your municipality and the service
you are focusing on. You can also use this opportunity to do a broader stakeholder
mapping exercise, considering the role of others who are not within the municipality.
This could include private service providers contracted by the municipality, the media,
and other local communities and CSOs grappling with the same issue.
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Section B has hopefully helped you access key municipal
information, unpack the technicalities of the service you
are focusing on, and navigate the complexities of your
specific municipal context. Equipped with these tools and
the relevant municipal information, you are now ready to
move into Section C which will introduce you to budget
tools and terms that you will need to engage and analyse
the budget.
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SECTION C
Budget basics

SECTION A

1

STEP ONE

Step 6:
Getting to know the budgeting process

Step 7:
Understanding the different parts of a municipal budget

Step 8:
Learning to ‘talk budget’

SECTION A

2

STEP ONE

Section C:
Budget basics
Now that you have explored your service delivery issue,
and the municipal context in which this issue is located, it
is time to take a closer look at municipal budgets. Before
you analyse your municipality’s budget, it is always a good
idea to get to know some basic information about municipal budgets. In this section, Step 6 will tell you a bit more
about how the municipal budget process works, Step 7 will
explain the different parts of a municipal budget, and Step
8 will introduce you to some basic terms that can be used
to describe your findings when you analyse the budget.
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Step 6: Getting to know the budgeting process
In Step 5 we built an organogram of the municipality. This organogram gave you an
idea of how big a municipality can be. Every single municipality in South Africa consists
of a combination of directorates, departments, sections, units, and branches. All of
these different parts of the municipality are to some extent involved in the municipality’s
budgeting process, which is the process the municipality follows when developing their
budget. Knowing what happens during this process will help you understand how a
municipality makes decisions when putting its budget together. It will also help you to
identify when, or if, there are any spaces for the public to participate in this budgeting
process. Step 6 will explain what happens during the municipal budgeting process.
Chapter 4 of the Municipal Finance Management Act (MFMA) gives municipalities
guidelines on what should happen during the municipal budget process.
The Municipal Finance Management Act, No 56 of 2003 (MFMA)
regulates financial management in the local government or municipalities in
South Africa. It tells municipalities how they should manage their finances, including how they should manage their bank accounts; how they should prepare and
execute their budgets; what the specific financial responsibilities of the mayor and
all relevant municipal officials are; how they should conduct financial reporting
and auditing; as well as how they should go about purchasing goods and services.
Section 21 of the MFMA requires the mayor to table a budget time schedule in the
municipality’s council ten months before the start of the new financial year. This
means that this schedule must be tabled in August before the new financial year.
The time schedule sets out the municipality’s planned process to revise its Integrated
Development Plan (IDP) and prepare its budget for the coming financial year.
What is a financial year?
A financial year is the 12 months on which government budgets are based. The
financial year for municipalities runs from 1 July to 30 June of the following year.
The financial year for national and provincial governments runs from 1 April to
31 March of the following year. A financial year is also sometimes called a fiscal year.

Time schedules differ slightly between municipalities, and some municipalities do not
publish their timelines. Both the City of Cape Town and the uMgungundlovu District
Municipality published their timelines in their 2016/17 budgets. Drawing on these
timelines, we have put together a broad overview of what happens during a municipal budget preparation process.
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Overview of the municipal budget process
The municipal budget process is made up of five important phases:

1. Strategic planning.
2. Municipal-wide budget preparation process.
3.		 Tabling of the draft budget.
4.		 Public consultations and external assessments.
5.		 Tabling of the final budget.
Together these five phases form the budget process for one year; each will be
explained in this step. It should be noted that some of these phases overlap,
which means that a phase might start while the previous phase is still underway.
The description below is our understanding of how the budget process should happen
based on the information available. However, the way each municipality goes about
this process can differ, and you would need to find out how your specific municipality
goes about its budget preparation process. Below we include examples of what the
City of Cape Town and the uMgungundlovu District Municipality do during the
different phases of their budget preparation process.
While going through Step 6, keep in mind that, while this budget preparation process
is taking place for the coming year, the budget for the current financial year is being
implemented. For example, this means that when the 2016/17 budget is being prepared, the 2015/16 budget is being implemented.

1. STRATEGIC PLANNING
The strategic planning for the following financial year usually starts quite soon after
the start of the current financial year. This means that the planning for the 2016/17
financial year started soon after the 2015/16 financial year began on 1 July 2015.
During July and August, a series of strategic planning sessions are held to set the priorities for the compilation of the budget for the following financial year. These priorities are based on how the municipality’s budget has performed in the past as well as
on the economic situation in the municipality. In the City of Cape Town, these sessions
are held by the Budget Steering Committee (see overleaf for explanation). In the
uMgungundlovu District Municipality, these planning sessions are held by the Mayoral
Committee and the Executive Management of the municipality.
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The mayor of a municipality is required to set up a Budget Steering
Committee to help him or her provide general political guidance for the
budget process, and to help the mayor set the priorities that must guide the
preparation of the budget. The mayor chairs the committee and the members
must at least include the municipal manager, the chief financial officer, several
senior managers (including the one responsible for budgeting), the councillor
responsible for financial matters, and any technical experts on infrastructure.
The Budget Steering Committee has to ensure that:

•

the process followed to compile the budget complies with legislation
and good budget practices;

•

there is proper alignment between the policy and service delivery
priorities set out in the municipality’s IDP and the budget, taking into
account the need to protect the financial sustainability of municipality;

•

the municipality’s revenue and tariff setting strategies ensure that the
cash resources needed to deliver services are available; and

•

the various spending priorities of the different municipal departments
are properly evaluated and prioritised in the allocation of resources.

2. MUNICIPAL-WIDE BUDGET PREPARATION PROCESS
The municipal-wide budget preparation process starts around July or August. This process includes both the development of a budget model for the municipality as a whole,
as well as internal budgeting processes within different departments and directorates.
During this stage, departments prepare budget proposals that inform the budget
proposal of the relevant directorate. The budget proposal of the directorate is then
submitted into the municipality’s overall budget process. It is important to get as much
information as you can about these processes, but it is very difficult to find information on how departments really put together their budget proposals. The best option
is to speak to relevant officials in your municipality.
At the same time, the Financial Services Department/Directorate develops a budget
model for the metro, district, or local municipality as a whole. In this process of
developing a budget model, this department or directorate will determine how much
money the municipality will have to spend to fulfil its functions and how much revenue or income it will need versus how much it thinks it is going to get. Assumptions
about other factors, such as economic growth and inflation, are also taken into
account in this modelling process.
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The process results in different budget scenarios, which are then presented to the
Budget Steering Committee. These presentations are reiterative, meaning that after
each presentation the feedback from the Budget Steering Committee is considered
before a revised scenario is developed and again presented to the committee.
In the City of Cape Town, budget consultations are held with subcouncils during
September and October. It is not clear exactly who is consulted or how these
consultations influence the process of preparing the budget.
The budget consultations with subcouncils take place while the budget proposals of
directorates are workshopped with portfolio committees. The portfolio committees
serve as the link between the work of the administration within the municipality
and the political structure. They do not have decision-making powers but they serve
an oversight function, keeping the mayor and council updated on administrative
(including financial) matters.
In November and December, departments and directorates in the City of Cape Town
make presentations to the Budget Steering Committee. The exact nature of the
presentations varies, but they generally focus on the alignment of the budgets of the
departments and directorates to the city’s strategies. It is not completely clear if the
departments in the uMgungundlovu District Municipality also present their proposals
to the Budget Steering Committee, but the municipality’s budget documentation
indicates that the detailed departmental budget proposals are submitted to the
Budget and Treasury Office for consolidation and assessment against the municipality’s
financial planning guidelines.
Between January and March (depending on the municipality) the detailed draft capital
and operating budgets are finalised. In Step 7 we will take closer look at what the
capital and operating budgets are.

A subcouncil is a geographically defined area within the city which is made
up of between three and six neighbouring wards. Subcouncils exist to make
sure that the issues affecting a specific neighbourhood are heard and dealt
with. The subcouncils serve the residents by engaging with them on municipal
issues. The members of the subcouncils are ward councillors along with a number of proportional representation councillors allocated to that subcouncil.

3. TABLING OF THE DRAFT BUDGET
Municipalities generally table their draft budgets in the council between the end of
February and the end of March.
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4. PUBLIC CONSULTATION AND EXTERNAL ASSESSMENTS
In all municipalities, the official public participation process usually takes place during
April. After the draft budget has been tabled and made publicly available, the public
has the opportunity to make written submissions or comments on the draft budget.
The invitation to comment or make submissions has to be advertised in various local
media. In addition, public meetings are held where the public can raise their concerns.
At the same time, all municipal draft budgets are reviewed by either the relevant
Provincial Treasury or by the National Treasury.

5. TABLING OF THE FINAL BUDGET
During May, the comments and inputs from both the public and the relevant treasury
are taken into consideration and the budget is revised and finalised. The final budget
is tabled in the council at the end of May, where the council votes on the budget and
it is usually approved.
Once the budget preparation process is complete, and the final budget has been
tabled, the new financial year will begin and the municipality will start spending the
money according to its budget. It will monitor the progress with expenditure and revenue collection, and about half-way through the financial year (usually around January
or February) the municipality tables its adjustment budget. The adjustment budget
changes the expenditure and revenue estimates presented in the original budget
based on developments that have occurred during the financial year.

The Medium-Term Revenue and Expenditure Framework (MTREF)
Now that you have an overview of the budget process there is one other thing
to keep in mind. During the process described above, the needs assessment,
planning, prioritisation, and modelling are not just done for the upcoming
financial year, but for the two years following this financial year. As a result, the
final budget shows the municipality’s revenue collections and spending plans for
a three-year period, called the Medium-Term Revenue and Expenditure Framework (MTREF). For example, the 2016/17 budget will not only provide the expected revenue and expenditure for the 2016/17 financial year, but also provide
estimates for the 2017/18 and 2018/19 financial years.

REFERENCES: City of Cape Town. 2016. Budget 2016/17 to 2018/19. Available online: http://resource.capetown.gov.za/documentcentre/Documents/Financial%20documents/Annexure%20A_1617Budget_May16.pdf
Republic of South Africa. 2003a. Local Government: Municipal Finance Management Act, No 56 of 2003. Available online:
http://mfma.treasury.gov.za/MFMA/Legislation/Local%20Government%20-%20Municipal%20Finance%20Management%20
Act/Municipal%20Finance%20Management%20Act%20(No.%2056%20of%202003).pdf
uMgungundlovu District Municipality. 2016. Medium Term Revenue and Expenditure Forecast 2016/2017 to 2018/2019.
Available online: http://www.umdm.gov.za/Official_Site/index.php/access-to-info/budget/annual-budget/2016-2017/22-may-final-budget-document-2016-2017
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1ST JULY 2015

1 July 2015

START of 2015/16 Financial year

AUGUST

July – October 2015

SEPTEMBER
THE MUNICIPLE FINANCIAL
YEAR RUNS FROM 1 JULY
ONE YEAR TO 30 JUNE
THE FOLLOWING YEAR.

July – August 2015

Strategic planning by municipal
leadership for 2016/17

OCTOBER

Needs assessment, prioritisation
and preparation of budget
proposals by Directorates/
Departments. Financial modelling
by the municipality’s Finance
Department/Directorate

NOVEMBER

November – December 2015

DECEMBER

Directorates/Departments
present budget proposals
for 2016/17

JANUARY 2016

January – February 2016

Preparation of detailed
Draft 2016/17 Budget

FEBRUARY

February 2016

Tabling of 2015/2016
Adjustment Budget

MARCH

March 2016

Tabling of the Draft
2016/17 Budget

APRIL

April – May 2016

Public Participation/
Consultation and National
and Provincial Treasury
review draft budget

MAY

May 2016

30TH JUNE 2016

30 June 2016

END of 2015/16 Financial year

Council votes on the
Final 2016/17 Budget

Figure 27: A Timeline of the Municipal Budgeting Process to Preparing the 2016/17 Budget
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Step 7: Understanding the different parts of a
municipal budget
Step 6 focussed on the process of preparing a municipal budget. This step will explain
the different parts of a municipal budget that are prepared during that process.

A municipality’s budget is made up of two parts:
an operating budget and a capital budget.
The operating budget deals with ‘day-to-day’ expenses such as wages and salaries,
the purchase of bulk water and electricity, and spending on contracted services; and
the revenue or income used to fund these expenses. The capital budget deals with the
expenditure on things with a relatively long lifespan such as land, buildings, vehicles,
and the pipes used in the distribution of water, as well as the revenue or income for
this type of expenditure.
Both of these parts of the budget are funded by money flowing into, or collected by,
the municipality. This money is called revenue. Figure 28 shows a basic diagram of the
structure of a municipal budget.

$
MUNICIPAL
BUDGET

OPERATING
BUDGET

CAPITAL
BUDGET

REVENUE EXPENDITURE

REVENUE EXPENDITURE
Figure 28: Structure of a Municipal Budget
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In this step we will explain each of these two parts of a municipal budget, by specifically
looking at the sources of revenue for the two parts and what the two parts spend
money on. We start by looking at the operating budget, and where its revenue
comes from.

SOURCES OF OPERATING REVENUE
All municipalities in South Africa receive their operating revenue from four main sources. The sources are the following:
1. Service charges: These are the payments by residents, specifically those
who do not qualify for free basic services, for the services a municipality
delivers to them, such as electricity, water, sanitation, and refuse removal.
2. Property rates: Property owners (businesses as well as individuals or
families) who own land, houses, factories, or office blocks in a municipality
pay these rates based on the value of the property.
3. Operational transfers from government: All municipalities receive
operating grants (also called transfers) from the national government. Some
municipalities also receive grants from provincial governments, and some
local municipalities receive grants from district municipalities. The most important grant from the national government is called the Municipal Equitable
Share. District municipalities that previously raised levies on local businesses
through the Regional Services Council (RSC) levy also receive a RSC levies
replacement grant from the national government.
4. Other own revenue: These sources include traffic fines, library book
fines, and rental income.
The size of the contribution from the various sources to a municipality’s total operating revenue will vary. This will be determined by whether it is a metropolitan, district,
or local municipality; how wealthy or poor the municipality is; whether it is an urban
or rural municipality; and which services it provides to residents of the municipality.
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WHAT IS THE MUNICIPAL EQUITABLE SHARE?
The Municipal Equitable Share is the share of the revenue collected by the
national government through, for example, income tax, company tax, and VAT,
that is paid over to municipalities. Similarly, the share of nationally collected
revenue paid over to provinces is called the Provincial Equitable Share.
The Municipal Equitable Share is intended to provide funding for municipalities
to provide free basic services to poor households. It is also intended to subsidise
the cost of administrative and other core services for poor municipalities that
struggle to raise their own revenues from service charges and property rates. As
a result, poor and rural municipalities receive a much higher share of their total
revenue from the Equitable Share. While this money is intended to be used to
provide the services described above, it is important to know that the Equitable
Share is an unconditional grant. This means that ultimately the municipality can
choose how to spend this money. They do not have to use the money to provide
free basic services or for the administration of the municipality.
A formula is used to make sure that the total Municipal Equitable Share is
divided fairly between municipalities and, in particular, to make sure that poor
municipalities get enough money to be able to deliver services and perform their
functions. The most important part of this formula is the basic services component. This component provides for the cost of the provision of free basic services
to poor households and the contribution of this component to a municipality’s
Equitable Share transfer is calculated by taking into account the number of poor
households living in that municipality.
When the basic services component is calculated, a household with a monthly
income of less than R2 300 a month is considered ‘poor’ – also referred to as
‘indigent’. In the 2016/17 financial year, the basic services component provides
a subsidy of R334.97 a month for the cost of providing free basic services to a
poor household. The package of free basic services includes:

•
•
•
•

6 kilolitres of water;
50 kilowatt hours of electricity;
basic sanitation and refuse removal; and
10 percent of the subsidy is allocated towards service maintenance costs.

To calculate the basic services component of a municipality’s Equitable Share
grant for the 2016/17 budget year, the total number of poor households was
multiplied by the monthly subsidy and then multiplied by 12 to arrive at the
total amount. The formula used to calculate the basic services component is:

Basic services component =
(number of poor households X R334.97) x 12

SECTION C

74

STEP SEVEN

SOURCES OF CAPITAL REVENUE
Municipalities generally receive their capital revenue from four main sources. Again,
the share of these sources in the total capital budget differs from municipality to
municipality. The sources are the following:
1. Government grants: These are also called capital transfers and are mostly
grants from national government to municipalities. The main grant is called
the Municipal Infrastructure Grant. These grants are usually conditional,
which means they have to be used for a specified purpose.
2. Borrowing: These are loans from financing institutions such as banks.
3. Internally generated funds: This source of capital revenue usually
comes from a combination of the current budget year’s operating surplus,
which is money left over once the operating budget has been fully funded.
Another source is surpluses from previous years that were not spent.
4. Public contributions and donations: These can come from local or
foreign donors.

A conditional grant is an allocation from one sphere of government
(e.g. national) to another (e.g. local) that can only be used to deliver specific
services or for a specific objective. This money cannot be used for any purposes
other than those specified.

Now that we have learned where the municipality gets its money from, we are going
to look at how the municipality divides its money, starting with operating expenditure.
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OPERATING EXPENDITURE BY TYPE
Every municipal budget shows how the municipality has decided to spend its operating
budget on the following different types of expenditure:

•

Employee related costs: These include salaries and wages for the municipal
staff, as well as contributions to medical aid and pension funds and other
benefits and bonuses.

•

Remuneration of councillors: This includes the salaries of councillors, contributions to their medical aid, and pension funds, as well as other benefits
and allowances.

•

Debt impairment: Provision for debts that will likely have to be written off
because they will not be repaid.

•

Depreciation and asset impairment: Provision for the loss in the value of a
capital item or other asset as a result of wear and tear.

•
•

Finance charges: Payment of interest on long-term borrowing.

•

Other materials: This includes the purchase of fuel, diesel, materials for
maintenance, cleaning materials, and chemicals.

•

Contracted services: Contracted services refer to when the municipality
appoints an outside contractor or service provider to do some work or
provide a service.

•

Transfers and grants: These are cash or non-cash transfers to individuals,
households, or organisations, including the allocation for the provision of
free basic services to households.

•

Other expenditure: Other expenditure comprises various items relating to the
day-to-day operations of a municipality, including stationery, telecommunications, and insurance premiums.

•

Loss on disposal of PPE: The loss made by a municipality when it sells a plant,
property, or equipment.

Bulk purchases: This refers to the bulk purchase of electricity from Eskom
and water from the bulk water suppliers.

When we start to work with the tables in a municipality’s budget you will see that all
municipalities must show how they divide their operating budgets according to the
categories of expenditure shown above. You will also see that they sometimes show
more detail for each type of expenditure within each of these categories.
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CAPITAL EXPENDITURE BY PROJECT
All municipalities show how their capital budgets are being spent on different capital
projects. This breakdown shows the name of the project as well as the total amount
allocated to the project for the upcoming financial year. In most cases, the budget also
includes a table which shows how much money the municipality is planning to spend
on each capital project in the final two years of the MTREF.

REVENUE AND EXPENDITURE BY STANDARD CLASSIFICATION
All municipalities have to show how they divide both their capital and operating budgets according to a standard classification. This classification divides all municipalities
into 15 functional areas. All municipal revenue (operating and capital), and all operating
and capital expenditure, have to be broken down according to this classification. These
15 areas are summarised into four main categories, as well as an ‘Other’ category. The
table below shows these 15 areas, with the summary categories in bold italics.

Governance and administration

Executive and council
Budget and treasury office
Corporate services

Community and public safety

Community and social services
Sport and recreation
Public safety
Housing
Health

Economic and environmental services

Planning and development
Road transport
Environmental protection

Trading services

Electricity
Water
Waste water management
Waste management

Other
TABLE 2: Standard Classifications used in Municipal Budgets

You can see from the classifications above that the trading services category is very
important when we want to look at revenue for, and expenditure on, the basic services delivered by the municipality. Trading services are the services delivered by the
municipality to the community and for which the community normally pays. These
services include electricity, water, waste water management, and waste management.
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REVENUE AND EXPENDITURE BY VOTE
Municipalities divide up their capital and operating budgets in two ways.

First, they show it divided by the categories and areas
described above. Second, they show the revenue and
expenditure for both their capital and operating budgets, divided up by what are called votes.
According to the MFMA, a vote is one of the main segments into which a municipality’s budget can be divided to allocate money for the different departments or functions to be delivered by the municipality. Sometimes this means that the vote divisions
look very similar to the directorates in the organograms we looked at in Step 5.
Sometimes municipalities use smaller divisions and the votes look more similar to the
departments we looked at in the organograms in Step 5. The votes and the directorates or departments are often not identical, and the votes can differ from one municipality to another.
For example, in the City of Cape Town one of the votes in their budget is
called Utility Services and they also have a directorate called Utility Services.
Within this Utility Services vote you will find the money for water, electricity,
waste management, etc.

Emalahleni Local municipality does it slightly differently. They have a vote
for Water, a vote for Waste Management, and a vote for Electricity Distribution.
So they use their votes to divide the budget up into smaller pieces than the City
of Cape Town does.
uMgungundlovu District Municipality has a vote called Technical which
is responsible for the delivery of water and sanitation.
Many people find the concept of a vote confusing when they first encounter it. If
you are also feeling a bit confused do not worry, you will see this concept many more
times before the end of the Guide and we guarantee that with each example you will
feel more and more comfortable.
The table opposite provides an overview of the votes of the City of Cape Town, the
Emalahleni Local Municipality, and the uMgungundlovu District Municipality.
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City of Cape Town

Emalahleni Local
Municipality

uMgungundlovu District
Municipality

City Health

Executive and Council

Executive and Council

City Manager

Finance

Corporate Services

Community Services

Administration and Resource
Management

Finance

Corporate Services and
Compliance

Planning and Development

Technical

Energy, Environmental and
Spatial Planning

Health

Community

Finance

Community and Social Services

Public Safety

Human Settlements

Housing

Rates and Other

Public Safety

Safety and Security

Sport and Recreation

Social Development and Early
Childhood Development

Environment Protection/
Management

Tourism, Events, and
Economic Development

Waste Management

Transport for Cape Town

Waste Water Management

Utility Services

Water
Electricity Distribution
Other

TABLE 3: Votes in the Budgets of the City of Cape Town, Emalahleni Local Municipality and uMgungundlovu District Municipality

From the table we can see that the number of votes vary between the three municipalities. Some votes have names that are similar, while others have votes very specific
to the municipality. In order to find out where to look for the budget of the service
that we are interested in, it is therefore important to find out in which vote this service
is located. Sometimes this is easy. For example, the budget for the delivery of water
will be located within the Water Vote in the Emalahleni Local Municipality’s budget.
Sometimes you will have to look at the municipality’s organogram again, as well as
look at the information you collected when you were trying to put the organogram
together. This will tell you that the budget for the provision of sanitation will be part
of budget for the Utility Services Vote in the City of Cape Town. In the uMgungundlovu District Municipality, you will find budget information on the delivery of water in
the Technical Vote.
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To conclude this step, Figure 29 below shows the structure of the municipal budget
again, but this time the sources of revenue (both for the operating and the capital
budgets) have been added, as well as the different ways a municipality shows how it
divides both budgets.

$
MUNICIPAL
BUDGET

OPERATING
BUDGET

REVENUE
Service Charges
Property Rates
Operational
Grants/Transfers
Other Own Revenue

CAPITAL
BUDGET

EXPENDITURE
By Type
By Standard
Classification
By Vote

REVENUE
Government Grants
Borrowing
Internally Generated
Funds
Public Contributions
and Donations

EXPENDITURE
By Project
By Standard
Classification
By Vote

Figure 29: Municipal Budget: Revenue and Expenditure

REFERENCES: City of Cape Town. 2016. Budget 2016/17 to 2018/19. Available online: http://resource.capetown.gov.za/documentcentre/Documents/Financial%20documents/Annexure%20A_1617Budget_May16.pdf
Education and Training Unit (ETU). Local Government Finances and Budgets. Available online: http://www.etu.org.za/toolbox/docs/localgov/webmunfin.html
Hickey, A & Van Zyl, A. 2002. 2002 South African Budget Guide and Dictionary. Cape Town: Budget Information Service IDASA.
National Treasury. 2016. 2016 Budget Review. Available online: http://www.treasury.gov.za/documents/national%20budget/2016/review/default.aspx
National Treasury, 2016. 2016 Division of Revenue Bill. Available online: http://www.treasury.gov.za/legislation/bills/2016/
bills2016_bill02-2016.pdf
National Treasury. 2011. Local Government Budgets and Expenditure Review: 2006/07 – 2012/13. Available online: http://
www.treasury.gov.za/publications/igfr/2011/lg/default.aspx
National Treasury. 2011. MFMA Dummy Budget Guide: Guideline on the format and content of Schedule A of the Municipal
Budget and Reporting Regulations Version 1 March 2011. Available online: http://mfma.treasury.gov.za/Guidelines/Documents/Dummy%20Budget%20Guide_Batho%20Pele%20City_%20Complete%20Version1.pdf
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Step 8: Learning to ‘talk budget’
Step 7 explained the different parts of a municipal budget and hopefully this information will make it a bit easier to analyse the budget of a specific municipality. But
before moving on to conducting an actual analysis of a municipal budget, we are
going to learn a few useful terms that can be used to describe our observations when
we read the budget or do calculations.
A municipality’s planned or actual expenditure does not always match its planned or
actual revenue. We say that there is a budget surplus when the municipality is spending or planning to spend less than the revenue it is collecting. When the municipality
is spending more or planning to spend more than the revenue it is collecting we say
that there is a budget deficit.
Sometimes you might find it useful to compare how much the municipality has spent
with how much it initially budgeted to spend. If final expenditure is more than the
original budget, we call it overspending. When a municipality has spent less than its
original budget we call it underspending.
In reading this Guide you are probably interested in how much money is being budgeted for, or being spent on, a specific issue or service. If this service received more
money than another service, we can say the first service was prioritised. This also
means the municipality had to make a trade-off when it decided to prioritise the
one service above the other.
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Steps 6 to 8 provided you with the basic information you
ideally need to know about the budgeting process and
municipal budgets before you can proceed to reading and
analysing the budget. In Section D we will first add a few
more tools to help you read and analyse the budget before
we move on to doing some basic budget analysis.
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SECTION D
Reading and analysing the budget

SECTION A

1

STEP ONE

Step 9:
Reading the budget

Step 10:
Learning a few tools for budget analysis

Step 11:
Applying your tools to the budget numbers

SECTION A

2

STEP ONE

Section D:
Reading and analysing the
budget
Sections A, B, and C have offered you a range of steps to
follow which will make reading and analysing a municipal
budget much easier. The three steps in Section D will take
you through the actual process of reading and analysing
the budget. Step 9 will give you hints about what to look
for when you open a budget document for the first time.
Step 10 will provide you with a few key tools you can
use to analyse the numbers in the budget tables, and in
Step 11 we are finally going to analyse some of the numbers in the budgets of Emalahleni Local Municipality and
uMgungundlovu District Municipality.
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Step 9: Reading the budget
A municipality’s budget is more than just a series of tables. The Municipal Budget and
Reporting Regulations, issued in terms of the Municipal Finance Management Act
(MFMA), has a section called Schedule A that lists all the information that should be in
a municipality’s budget as well as all the supporting documents that should be tabled
with the budget. The supporting documents are the narrative part of the budget.
The supporting documents that should form part of the budget include the mayor’s
report on the annual budget, proof of the decision by the council to adopt the budget, and an executive summary, or overview, of the budget and all the budget tables.
The supporting documents include an overview of the annual budget process, an
overview of budget-related policies, and an overview of the assumptions the municipality made when the budget was compiled. The full list of documents can be found
in Schedule A of the Municipal Budget and Reporting Regulations. Sometimes the
mayor’s budget speech is also included in the budget documents. While the MFMA
requires that municipalities include all these documents in their final budget, this does
not mean that all municipalities do include all these documents.
We do not necessarily know why a municipality does not adhere to the MFMA, but
what is important is to know which documents should be included and to ask questions if your municipality does not adhere to these requirements. You might start by
asking the municipality directly, and if you do not receive a satisfactory response you
might ask the National Treasury.
While it can sometimes be a challenge to get all the supporting documents that
should go with the final municipal budget, these documents are a really good place to
start your budget analysis. The written parts of the budget might give you some clues
about the municipality’s strategic priorities for the coming financial year as well as the
rest of the Medium-Term Revenue and Expenditure Framework (MTREF). These parts
might also give you more specific clues about the municipality’s service delivery priorities, particularly regarding the delivery of free basic services. Other information might
include references to specific financial and other economic difficulties the municipality
is facing. The narrative section of the budget also usually includes a discussion of the
municipality’s revenue collection and spending plans which gives you a high-level summary of the budget. Finally, you might be lucky enough to find information relevant to
your specific service delivery issue.
Opposite we provide examples of useful information that we found in the narrative
parts in each of the 2016/17 Final Budgets of the City of Cape Town, the Emalahleni
Local Municipality, and the uMgungundlovu District Municipality.
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CITY OF CAPE TOWN 2016/17 FINAL BUDGET
Below is an extract from a section in one of the supporting documents in the 2016/17
Final Budget called ‘Annual budget – internal departments’. This extract provides
some information on the Water and Sanitation Department in the City of Cape Town.

Figure 30: Extract from the City of Cape Town 2016/17 Final Budget

We can learn the following potentially useful information from this extract:

•

The first paragraph tells us a bit about the ‘core business’ of the Water and
Sanitation Department. Specifically, it tells us that the department should
provide water and sanitation to everybody living in the City in a way that is
fair and efficient, as well as safe, sustainable, and reliable, not damaging to
the environment, and in a financially sound way.

•

The second paragraph suggests that the department is improving water and
sanitation services to informal settlements, and acknowledges that the services are not yet of a fully satisfactory standard.

•

The last paragraph highlights some of the key challenges that the department is facing, including providing services to a growing number of households in the city.

While the information in this section is not very useful in the context of the specific
campaign for improved informal settlement sanitation, it might provide you with some
initial information to use when you start engaging the department. For example, you
might want to ask how the services to informal settlement areas are being improved
and if it is possible to see specific allocations towards this in the budget.
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EMALAHLENI LOCAL MUNICIPALITY 2016/17 FINAL BUDGET
Below are two sections from the mayor’s report on the 2016/17 Final Budget.
The extracts are from pages 4 and 12 respectively.

Figure 31: Extract 1 from the 2016/17 Emalahleni Local Municipality Final Budget

The first extract provides a summary of the main challenges the municipality faced
when it was preparing the budget for the 2016/17 financial year and the two
following years of the MTREF. The following might be of interest:

•

Some challenges are general and have to do with the bad state of the
national economy as well as the economy within this municipality.

•

The ‘regulated wage increase’ refers to the fact that the salaries and wages
of employees working in municipalities are negotiated by the South African
Local Government Association and the government, and all municipalities
have to increase salaries and wages in line with the agreement reached.

•

The other three challenges mentioned might be directly linked to the
delivery of water:

º

The first of these tells you that the municipality acknowledges the poor
state of infrastructure in the municipality, including water infrastructure.

º

The next challenge refers to the need to fill critical positions to cope with
service delivery challenges. This suggests that there are vacancies in positions that are critical to the successful delivery of services, which might also
include positions in the department responsible for the delivery of water.

º

The final challenge suggests that the municipality is experiencing losses
when they distribute water – it is a little unclear if this refers to the fact
that they are not collecting enough water revenue to fund their bulk
purchase of water (i.e. financial losses), or to the fact that the poor
state of infrastructure means that water is being lost as a result of
broken pipes, etc.
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Figure 32: Extract 2 from the 2016/17 Emalahleni Local Municipality Final Budget

The second extract from the mayor’s report tells you a bit more about how the municipality is using its Equitable Share Grant from the national government to provide basic
services to poor households:

•

The Emalahleni Local Municipality calls the portion of the Equitable Share
Grant that they use to provide free basic services the ‘Indigent Subsidy’ and
in 2016/17 this subsidy was R35 929 million.

•

It appears as if the municipality provides subsidies per person, called ‘indigent customers’ or ‘consumers’, and not per household. With this subsidy
the municipality intends to provide free basic services to 15 479 individuals.
This information can be used to ask if the 15 479 beneficiaries is an accurate
representation of poor individuals living in Emalahleni or if there are in reality
more people living in the municipality who should receive free basic services.
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UMGUNGUNDLOVU DISTRICT MUNICIPALITY MEDIUM-TERM
REVENUE AND EXPENDITURE FORECAST 2016/2017 TO 2018/2019
Below are two extracts from Part 1 of the uMgungundlovu District Municipality’s
final budget document for 2016/17. The municipality calls this document the
Medium-Term Revenue and Expenditure Revenue Forecast 2016/17 to 2018/19.

Figure 33: Extract 1 from the uMgungundlovu District Municipality 2016/17 Final Budget

The first extract is a section of a table on page 21 of the budget document. This table
provides a breakdown of uMgungundlovu’s operating budget for 2016/17 (in the column titled ‘Budget’), the share of each specific item in the total budget (in the column
titled ‘% of the Budget’) as well as the adjusted budget for that item for 2015/16 (in
the column titled ‘Adjustment Budget’). This table is not one of the standard tables
required by the MFMA, and we will not necessarily see operating expenditure broken
down according to these items in the budgets of other municipalities. But the uMgungundlovu District Municipality has chosen to include this table in its budget document
and it contains some very useful information.
This table shows the following information:

•

In the 2016/17 budget R16 733 259 has been allocated to the provision of
free basic services. This amounts to only 2.73 percent of the total operating
budget. The provision for 2016/17 is, however, much higher than the
R3 000 000 in the Adjustment Budget for 2015/16.
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The next extract is from page 25 of the same document. It tells you the following:

•

A total of 2 782 847 kilolitres of free water will be provided in the 2016/17
financial year and the value of this free water is R16 733 259.

•

There are 237 274 households in uMgungundlovu District Municipality with
an income of less than R2 300 a month, meaning that this is the number of
households that qualify for free basic services. The municipality then tells us
that this means that the basic services component (or the subsidy for poor
households) of the Equitable Share Grant to the municipality is supposed to
be R79 479 672.

Figure 34: Extract 2 from the uMgungundlovu District Municipality 2016/17 Final Budget

If you put the information from the two excerpts above together you are left with
contradictory information, which could be very useful evidence for a campaign. The
municipality’s budget documentation tells you that they are only spending R16 733
259 on the provision of free basic services. But it also tells you that taking into
account the number of poor households living in the municipality, R79 479 67 of
the Equitable Share is the subsidy to poor households. The important questions that
the Mpolweni community could ask based on this information include: why is the
total subsidy not allocated to the provision of water? Can some of this subsidy be
used to write off the debt of poor households that qualify for free basic water?
Where is the rest of the subsidy going?
We hope that these examples from the three municipalities have illustrated how
important it is to read all the narrative parts of the budget documents before starting
to analyse the budget tables. Firstly, the narrative might provide you with information that helps you to understand how the relevant department works. Secondly, you
might also find information that is critical to your campaign.

SECTION D

89

STEP NINE

Step 10: Learning a few tools for budget analysis
As you will discover in Step 11, municipal budgets include large numbers of tables
with lots of numbers. In this step we will give you a few tools to help you make sense
of the information in these tables.
TOOL 1: CALCULATING GROWTH RATES IN AMOUNTS OVER TIME
One of the most important tools in budget analysis is calculating changes in amounts
over time. Numbers on their own, for example ‘spending on employee costs grew by
R1 million’, often do not tell the whole story. An increase of R1 million on the previous year’s budget might be a very large or a very small one. It is much more useful to
describe these changes in percentage terms or growth rates.
This formula is used to calculate the growth rate:

Growth Rate = [(amount in most recent year – amount in
previous year)/amount in previous year] x 100
The first part of the formula calculates the difference in the numbers between the
most recent year and the previous year. The second part of the formula divides this
result by the amount in the previous year. This part actually compares the difference
in the two amounts to the amount in the previous year. The final part of the formula
multiplies the result from the first two parts by 100 to get the percentage. It is important to keep in mind that you can get negative growth rates too – this happens when
the amount in the most recent year is less than the amount in the previous year.
Example: Formula: Growth Rate = [(amount in most recent year – amount in 		
previous year)/amount in previous year] x 100
Example of positive growth rate:
Bulk purchase of water in 2016/17: R101 328
Bulk purchase of water in 2015/16: R95 593
Growth Rate
= [(R101 328 – R95 593)/R95 593] x 100
= 5.999393261%
And we usually round off the result to two decimal points
= 6.00%
This means that the expenditure on the bulk purchase of water has increased by 6%
between 2015/16 and 2016/17.
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Example of negative growth rate:
Employee related costs in 2016/17: R191 692
Employee related costs in 2015/16: R208 052
Growth Rate
= [(R191 692 – R208 052)/ R208 052] x 100
= -7.86341876
And we usually round off the result to two decimal points
= - 7.86 %
This answer means that expenditure on employee related costs has decreased by 7.86%
between 2015/16 and 2016/17.
You can calculate growth rates for all of the different parts of the budget, depending
on what you are interested in. For example, you can calculate the growth rate in the
total municipal budget, in the total capital and operating budgets or for a single item.
TOOL 2: CALCULATING BUDGET SHARES
A second important tool in budget analysis is calculating the share of the money given to
a specific item, vote, or department in the total budget – again, usually as percentages.
This formula is used to calculate a percentage share:

Share = (amount/total) x 100
The first part of the formula calculates the share of the amount budgeted for a
specific item in the total budgeted expenditure, by dividing the amount by the total
budget. The next part of the formula multiplies the result from the first part by 100
to get the percentage.
Example: Formula: Share = (amount/total) x 100
Employee related costs in 2016/17: R208 052
Total budget in 2016/17:
R398 649
Share
= (R208 052/R398 649) x 100
= 52.1892692569%
And we usually round off the result to two decimal points
= 52.19%
This answer tells us that 52.19% of the total budget has been allocated to employee
related costs.
You can use this tool to discuss many aspects of a budget. You can calculate the share
of the total municipal budget being spent on a specific department or vote. Or you
can calculate the share of a specific vote’s budget being spent on a single item. We
can also use this tool to calculate the shares of the different sources of revenue in the
municipality’s total revenue, etc.
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TOOL 3: CALCULATING THE RATE OF SPENDING
The final important tool we can use is calculating the rate of spending. This simply
means that we are comparing actual expenditure or outcome with budgeted expenditure. Again, we calculate this as a percentage.
This formula is used to calculate the rate of spending:

Rate of spending = (actual outcome/budgeted expenditure) x 100
The first part of the formula calculates the share of the actual expenditure or outcome
in the total budgeted expenditure, by dividing the actual outcome by the budgeted
expenditure. The next part of the formula multiplies the result from the first part by
100 to get the percentage.
Example: Formula: Rate of spending =
			
(actual outcome/budgeted expenditure) x 100
Employee related costs 2015/16 outcome: R200 000
Employee related costs 2015/16 budget: R208 052
Rate of spending
= (R200 000/R208 052) x 100
= 96.1298137004%
And we usually round off the result to two decimals
= 96.13%
The answer means that only 96.13% of the total budget for employee related costs
was spend in 2015/16.
If a municipality or department has spent the exact same amount as its original
budget, the rate will be 100 percent. This means that all of the budget has been
spent. If the rate is less than 100 percent, it means that less than the original
budget was spent and we refer to this as underspending. If the rate is more than
100 percent, then more than the original budget was spent and we refer to this as
overspending. You can use this tool to calculate the rate of spending on one
specific item, by a department, or by the municipality as a whole.
The three tools described here are by no means the only tools you can use to analyse
a municipal budget. But these three tools will help you make sense of the numbers
in the budget. The results of the calculations might give you some answers to your
questions, or it might give you more information to use to ask questions of your
municipality.
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Using Excel for budget analysis
We hope that the formulas explained above are simple enough to apply without
needing access to a computer. But for those of you who are familiar with Microsoft
Excel we will show you how to use that programme to apply the three tools we have
discussed above.
TOOL 1: CALCULATING GROWTH RATES IN AMOUNTS OVER TIME
We start by calculating the growth rates in expenditure by a Municipal Water
Department between 2015/16 and 2016/17, as shown in the series of actions and
accompanying screenshots below. The first screenshot shows you the expenditure
on the various items as well as the total budget for both years.

Action 1: Calculate the difference between the amount in the most recent year (2016/17)
and the amount in the previous year (2015/16) for the first item ‘Employee related
costs’. In the screenshot below you will see the formula as = (C3-B3). Remember to
add the round brackets!
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Action 2: Divide the result from Action 1, by the amount in the previous year
(2015/16). Now the formula looks like this = (C3-B3)/B3.

Action 3: Press enter. But now you see a result of -0.08. You need another action to
multiply this answer by 100 to get a percentage.
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Action 4: Excel has some very useful shortcuts. To change your answer into a percentage you can simply click on the percentage sign (%) on the toolbar at the top. You
also have the option to select how many numbers you would like to show after the
decimal point. We have highlighted these two command buttons in the image below.
The second screenshot for this action shows where to find these two buttons on the
menu. After clicking on the percentage sign and selecting two numbers after the decimal point, you arrive at an answer of -7.86%. This means that in 2016/17 expenditure
by the Municipal Water Department on employee related costs is 7.86 percent lower
than in 2015/16.

SECTION D

95

STEP TEN

Action 5: Excel also has a very useful shortcut for you to apply this same formula to
calculate growth rates for the other two items (bulk purchase of water and contracted
services), as well as for the total amount. Move your cursor to the bottom right corner
of the cell with your answer so that it turns into a plus sign (+) and then drag your
cursor down.

Now you have calculated the growth rates in the other two items as well as for the
total Municipal Water Department Expenditure.
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TOOL 2: CALCULATING BUDGET SHARES
We will now move on to calculate the shares of each of the expenditure items in the
Municipal Water Department’s budget for 2015/16. Again we illustrate how to do this
through a number of actions and screenshots.
Action 1: Divide the amount for ‘Employee related costs’ by the total amount. The
screenshot shows the formula as = B3/B6.

Action 2: We want to calculate the share of each expenditure item in the total budget for the Municipal Water Department. There is again a shortcut you can use to do
this in Excel. For all three items you are looking for the share of that item in the total
budget. This means that you will divide each of the three amounts by the same total
amount. Add a $ sign before the letter of the column and before the number of the
row that present the total budget amount in the formula you created in Step 1.
Below the screenshot shows that the formula is now = B3/$B$6.
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Action 3: Press Enter. You will now see an answer of 0.5219. But shares are generally
expressed as percentages so you need another action.

Action 4: We will do the same thing that we did in Action 4 in the previous tool when
we calculated the growth rates. To change your answer into a percentage, click on the
percentage sign or the percentage button on the toolbar. To select the numbers after
the decimal point, click on the decimal point button on the toolbar. Now the answer of
0.5219 has been changed to 52.19%. In this example this means that 52.19 percent
of the budget of the Municipal Water Department has been allocated to pay for ‘Employee
related costs’.
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Action 5: Again, we can use shortcuts in Excel to easily duplicate the formula to help
us calculate the shares of the other items in the total budget. Move your cursor to the
bottom right corner of the cell with your answer so that it turns into a plus sign (+)
and then drag your cursor down. You have now duplicated the formula and calculated
the shares of the other two items in the total budget.
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TOOL 3: CALCULATING THE RATE OF SPENDING
Calculating the rate of spending is relatively easy since we use a formula quite similar
to the one we used to calculate the share of total spending. In this example we are
going to calculate the share of the 2015/16 budget that was actually spent. This final
expenditure can also be called outcome or final outcome, as it is the outcome of the
spending during the budget year.
Action 1: Divide the outcome by the budget for the first item. The screenshot shows
that for this example the formula is = C3/B3. The next screenshot shows that the
answer is 0.9613. But we would like to express this as a percentage.
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Action 2: After selecting the percentage button and choosing the numbers after the
decimal point, the answer is now 96.13 percent. In this example it means that the
Municipal Water Department only managed to spend 96.13% of its original budget
for ‘Employee related costs’.

Action 3: As in both our examples above we can use the shortcut in Excel to duplicate the formula to calculate the rate of spending on the other two items and the total budget. Move your cursor to the bottom right corner of the cell with your answer
so that it turns into a plus sign (+) and then drag your cursor down. You have now
duplicated the formula and calculated the rate of spending for the other two items
as well as for the total budget. In this example 100 percent of the original budget for
the ‘Bulk purchase of water’ was spent, but more than the budget for ‘Contracted
services’ was spent. Overall, the Municipal Water Department only managed to spend
98.48% of its total budget for 2015/16.

If you are not comfortable using Excel it does not mean that you cannot do budget
analysis – you just need to apply the formulas using a calculator. But if you are happy
to use Excel, we hope that the explanations above will help you in your work.
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Step 11: Applying your tools to the
budget numbers
We have finally reached the step where we are going to apply our tools to the budget
numbers in the tables included in the municipal budgets, and analyse the budget.
Step 11 will show you how to do this.
Before you apply your tools to the budget, you need to think carefully about what
specific information in the budget you want to apply them to. Municipal budget
documents can be very long and can seem overwhelming, but we will help you to
select the relevant parts.
The Excel version of a municipal budget should include ten core tables, called Table 1,
Table 2, etc. A few of these tables also have an ‘A’ version which includes more
detailed information. For example, Table 2 is followed by Table A2 which provides
more detail for the figures presented in Table 2.
There are also 37 supporting tables, called Table SA1, Table SA2, etc. These tables provide more detailed information. The Municipal Budgeting and Reporting Regulations
requires all municipalities to complete all of these tables.
This Guide has been developed to help you to do very basic budget analysis. For this
reason, we are going to focus mostly on the information found in some of the first
ten core tables and one or two of the supporting tables. As we move through Step 11
we will explain why we are looking at a specific table.

To help you feel more comfortable with the core tables we
will first provide a short overview of the information in
each of these tables.
This overview does not necessarily cover all the information included in each table,
but does highlight the information most relevant for our budget analysis purposes.
Table A1 Budget summary
Table A1 provides a snapshot of the proposed budget. It provides an overview of the
operating budget by source of revenue as well as type of expenditure. It shows the
sources of capital funds or capital revenue, but only the total capital expenditure. This
table also provides a high-level summary of the cash flow budget and the financial
position of the municipality. This table has space to indicate the cost of the free basic
services provided by the municipality.
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Table A2 Budgeted financial performance
(revenue and expenditure by standard classification)
Table A2 shows a summary of all revenue (capital and operating) by standard classification, and a summary of operating expenditure by standard classification. The additional Table A2A provides more detailed information for each standard classification.
We explained ‘standard classification’ in Step 7, in case you need a reminder of what
it means (see page 77).
Table A3 Budgeted financial performance
(revenue and expenditure by municipal vote)
Table A3 provides a summary of all revenue (capital and operating) by vote and a
summary of operating expenditure by vote. Again the additional Table A3A provides
a more detailed breakdown of revenue and expenditure for each vote. We also explained ‘vote’ in Step 7, in case you want a reminder of the meaning (see page 78).
Table A4 Budgeted financial performance (revenue and expenditure)
Table A4 provides more detail for the information shown in Table A1, specifically a
more detailed breakdown of operating revenue and expenditure by source and type
respectively.
Table A5 Budgeted capital expenditure by vote, standard
classification, and funding
Table A5 provides a breakdown of capital expenditure by vote as well as by standard
classification. It also shows the different sources of capital funding. The additional Table
A5A shows the detail at sub-vote level, which is a more detailed breakdown of a vote.
Table A6 to Table A9
The four tables A6 to A9 provide information on the municipality’s financial position,
cash flows, and asset management. For the basic budget analysis we are doing, we
generally do not use the information included in these tables.
Table A10 Basic service delivery measurement
Table A10 can include very useful information to help you understand what municipalities are doing to improve access to basic services. It provides information on the
number of households with access to water, sanitation, electricity, and refuse removal;
as well as the specific level of access, including whether it is above or below the minimum acceptable service level. Municipalities are also supposed to provide information
on the number of households receiving free basic services, as well as the cost to the
municipality of providing these services.
Supporting Table SA1 and Supporting Table SA2
The first two supporting tables provide potentially useful information. Table SA1 provides
more detail on the type of operating expenditure and sources of operating revenue
shown in Table A4. Table SA2 provides a detailed breakdown of revenue by source
and operating revenue by type for each municipal vote for the coming budget year.
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WHERE DO YOU START?
The 12 tables described on the previous page generally provide a good starting point
to look for information that can be used in your budget analysis. Many people may
simply start by analysing the information in Table A1.
For the purposes of this Guide, we will start by trying to find the numbers most relevant to our service delivery issue. More specifically, we are going to try to find budget
numbers for the municipal vote directly responsible for the delivery of the service that
we are interested in. After that, we will try to find the budget numbers that will tell
you how much is being spent on your vote or service as share of the total operating
and capital budgets.

When we analyse the budget numbers, we are generally
going to try to find answers to the following questions:
•

Where is the municipality getting its money from?

•

How is the municipality dividing its money – between votes, standard
classifications, type of expenditure, as well as within relevant votes if
possible?

•

What does the way in which the municipality divides its money, tell
us about its priorities? Is the service or issue that we are interested in,
a priority for the municipality?

•

How are the budget and revenue estimates different from previous
years? Have they increased or decreased?

•

Do the estimates for the two outer years of the MTREF period tell us
anything interesting?

•

Are there any other pieces of information that can be useful to our
specific campaign?

To help us answer the questions above we are going to apply the formulas discussed
in Step 10 to the budget tables for the Emalahleni Local Municipality (shown in
blue) and the uMgungundlovu District Municipality (shown in green).
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Let’s get started!
In both the Emalahleni Local Municipality and the uMgungundlovu
District Municipality the campaign issue is around the provision of water. You
might want to look back at the outlines of the cases in the introduction of the Guide,
and parts of Steps 1 and 2, to be reminded of the details of each of the
service delivery issues.
We are going to start our analysis by looking at the budget numbers for the votes
responsible for the delivery of these services.
A. BUDGETING BY VOTE
In Step 5 we built a picture of each of the municipalities. We learned which directorate or department is responsible for the delivery of the service we are interested in.
And in Step 6 we learned about how a municipality’s budget is divided into votes to
allocate money to these directorates and departments. We further learned that in the
Emalahleni Local Municipality, the Water Vote is responsible for the delivery
of water, while in the uMgungundlovu District Municipality the provision of
water is the responsibility of the Technical Vote. If any of this sounds unfamiliar, take a
quick look back to page 78 in Step 7 to recap what a vote is and what these divisions
look like in the budgets of the Emalahleni and uMgungundlovu Municipalities.
In our overview of some of the important tables to look at in municipal budgets we
said that Supporting Table SA2 provides a detailed breakdown of revenue by source
and operating expenditure by type, for each municipal vote for the coming budget
year. Appendix 1 and Appendix 2 at the end of the Guide show screenshots of this
table from the 2016/17 budgets for each of the two municipalities. We have circled
the relevant votes in each of the tables.

Budget analysis tip: Thousands and millions
In most government budget tables, the amounts in the tables are not the actual
budget amounts. You have to multiply each budget figure by a thousand Rand
(R’000) or a million Rand (R‘000 000) to get the actual budget amounts. Whether you should multiply by a thousand Rand or a million Rand is indicated in the
budget table – usually somewhere close to or in the top left cell of the table. In
all the tables below it is indicated that you have to multiply each budget figure
by a thousand Rand to get the actual budget amount. We have highlighted this
in each table.
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For each of the municipalities the Supporting Table SA2 shows Total Operating Revenue by Source, as well as Operating Expenditure by Type. It is always important to
double-check what the total refers to. In this table the words in brackets in the row
showing the Total Revenue tell us that it is ‘excluding capital transfers and contributions’. This means that in this table Total Revenue does not include capital revenue,
only operating revenue. The items listed under types of expenditure tell us that we
are looking at operating expenditure only.
Budget analysis tip: Always check the totals
Some tables in a municipal budget may include information on both parts –
capital and operating – of the budget. Some tables include only information on
one of the parts. But this is not always clear from the title of the table. Therefore it is important to always read carefully what the total amounts refer to.
For example, in some tables the words in brackets in the row showing the Total
Revenue explicitly tell us that it is ‘excluding capital transfers and contributions’,
meaning that we are looking at total operating revenue only.

Unfortunately, Table SA2 only presents budget figures for the coming budget year.
This means that the two tables in Appendix 1 and Appendix 2 only show figures for
the 2016/17 budget year. In order to compare the 2016/17 budget estimates with
the budget estimates for the previous year, we will have to find the same table in the
2015/16 budgets for the two municipalities.
In Step 3 we discussed how to find the budgets in Excel for the municipalities and you
will have to follow the same process to find the Excel budgets for 2015/16. For the
purpose of this Guide we have taken the relevant information from the 2015/16 budgets and created our own tables, which only show the budget estimates for 2015/16
and 2016/17 for the votes we are interested in. These new tables are Table 4 and
Table 5.

Budget analysis tip: Create your own tables
The amount of information in a single budget table can be overwhelming. And
sometimes you have to add information from another year to be able to analyse
the budget numbers you are interested in. Often you do not need all the information in a specific table. If you are comfortable using Excel, it is a good idea
to create your own tables. You can delete the information you do not need or
combine information from more than one table. But be sure to accurately copy
the information from the original Excel tables!

SECTION D

106

STEP ELEVEN

Applying the tools or formulas that we learned in Step 10 means that we are going
to calculate the share of each source of revenue and the share of each type of expenditure in total revenue and expenditure respectively. Then we are going to calculate
the growth rates in each item between the 2015/16 budget and the 2016/17 budget.
This will give us a better sense of the budget story that these numbers are telling us.
Table 4 and Table 5 show the answers you get when you apply the formulas to the
numbers and the text next to the tables explains what these answers tell us about the
budget numbers.

DESCRIBING WHAT YOU SEE IN THE TABLES
In this step we will apply the formulas we learned in Step 10 to the numbers in
the tables. Then we will describe what the results tell us. This does not mean
that we are going to write something about every single number or result in
the table. We are going to focus on the numbers that give us the most relevant
information.
You will see that we have used colours and letters to help you connect the
numbers in the table with the discussions next to or after the table.

•
•
•

The estimated expenditure and revenue are highlighted in green
The percentage shares are highlighted in yellow
The growth rates are highlighted in pink

Each of the important rows in the tables is marked with a letter, for example
‘A’ or ‘B’ and so on. If the row you are looking at is labeled ‘A’ you will see an
‘A’ next to the bullet point that discusses the numbers in that row.
You will notice that when we discuss the numbers in the text, we often round
them off to the nearest million. You will remember from our ‘Thousands and
millions tip on page 105, that if the table shows the amount as 363,179, the
actual amount is R363 179 000. It can become a bit cumbersome to write out
this whole amount each time, so we usually round off the amount to the nearest million, keeping one number after the decimal. This means that R363 179
000 becomes R363.2 million when we describe or discuss this amount.
Similarly, we often round off the percentages. For example, if it says 22.01 percent
in the table, we simply refer to it as 22 percent in the discussion.
This way of rounding off numbers is not a rule, it is just something we do to
make the descriptions or discussions of the budget tables a bit easier to read.
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TABLE 4: Emalahleni Local Municipality:
Vote 13: Water: Revenue and Expenditure
Description

2015/16

Share

2016/17

Share

Growth
Rate

R thousand
Revenue By Source
Property rates
Property rates – penalties and collection charges
Service charges – electricity revenue
Service charges – water revenue

363,179

99.94%

387,561

100.00%

6.71% A

1

0.00%

-100.00%

231

0.06%

-100.00%

Service charges – sanitation revenue
Service charges – refuse revenue
Service charges – other
Rental of facilities and equipment
Interest earned – external investments
Interest earned – outstanding debtors
Dividends received
Fines
Licences and permits
Agency services
Other revenue
Transfers recognised – operational
Gains on disposal of PPE
Total Revenue
(excluding capital transfers and contributions)

363,411 100.00%

387,561

6.65%

Expenditure By Type
Employee related costs

38,953

13.80%

53,461

16.24%

37.25% E
63.45% D

Remuneration of councillors
Debt impairment

47,213

16.73%

77,211

23.45%

Depreciation and asset impairment

40,423

14.32%

41,036

12.46%

1.52%
-13.94%

Finance charges

6,339

2.25%

5,455

1.66%

Bulk purchases

93,418

33.09%

72,469

22.01%

-22.43% C

Other materials

21,815

7.73%

23,815

7.23%

9.17%

4,379

1.55%

4,379

1.33%

0.00% G

29,746

10.54%

51,399

15.61%

Contracted services
Transfers and grants

0.00%

Other expenditure
Loss on disposal of PPE

72.79% F

0.00%

Total Expenditure

282,287 100.00%

329,226 100.00%

16.63% B

Surplus/(Deficit)

81,125

58,335

-28.09% H

Transfers recognised – capital

53,064

55,880

5.31% I
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The budget for the Water Vote in the Emalahleni Local Municipality
Starting with the Water Vote in Emalahleni, we can see the following in Table 4:

•

Almost all of the revenue for this vote comes from the water service charges, in
other words from the payments by residents for the water delivered to them by
the municipality. This revenue source is budgeted to increase by 6.71 percent
from R363.2 million in 2015/16 to R387.6 million in 2016/17. (A)

•

Over the same period total expenditure on water is expected to increase by
16.63 percent from R282.3 million in 2015/16 to R329.2 million in 2016/17. (B)

•

In 2015/16 the item with the largest share in the budget was bulk purchases
of water. But the municipality is budgeting to spend 22.43 percent less on bulk
purchases in 2016/17, and as a result the share of this item in the total budget
declines to 22 percent. (C)

•

As we have seen in Step 6, debt impairment is an indication of how much debt
the municipality is expecting to write off in the coming financial year. The municipality is budgeting for this to increase by almost 64 percent in 2016/17. As a
result of this increase the share of debt impairment is expected to increase from
16.73 percent to 23.45 percent of total operating expenditure on the provision
of water. (D)

•

Employee related costs are also expected to increase at a faster rate than total
expenditure, by 37.25 percent. This increases the employee related costs portion
of the budget to 16.24 percent. (E)

•

Other expenditure is also expected to increase significantly by 72.79 percent.
This might raise a red flag, since we cannot see here what is included in other
expenditure. (F)

•

Finally, much of the water provided to informal settlements in Emalahleni is
delivered by outsourced service providers. The expenditure on these service providers will fall under contracted services. The figures here show that the budget
for contracted services is projected to remain the same, with its share just more
than 1 percent of the budget. This can be a worrying sign if it means that the
municipality is not planning to spend more money to improve the delivery of
this service. On the other hand, this might be a good sign if it means that the
municipality is planning to instead spend more money on installing permanent
infrastructure such as pipes and taps in order to replace the reliance on contractors to deliver the water services. But the budget figures in the table below do
not tell us if this is going to happen. (G)

•

The row below total expenditure shows the difference between revenue and
expenditure. You can see that in both years the budgeted revenue is more than
expenditure. In other words, in both years this vote budgeted for an operating
surplus. (H)
Analysis continued overleaf »
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•

The next line shows the sources of capital revenue and in both years all of
the Water Vote’s capital revenue came in the form of grants – called ‘transfers recognised’ – from other parts of government, most probably national. (I)

Overall, it seems as if the Water Vote is prioritising spending on debt impairment,
suggesting that it is expecting more residents not to pay for the delivery of water. It
should be noted that these residents do not qualify for free basic water, which in turn
suggests that they should earn enough to be able to pay for their water. This vote is
also prioritising spending on employee related costs and other expenditure. The prioritisation of spending on employee related costs can be an encouraging sign that the
municipality is planning to fill the critical positions to deal with service delivery challenges as mentioned in the narrative part of its budget. However, allocating money to
contracted services, which we think include the contracts for the transport of water,
is clearly not a priority. The main budget question arising from this analysis and relevant to the campaign of the Masakhane community, is why there is no increase in
the budget for contracted services responsible for the transport of water and why this
service gets such a small share of just more than 1 percent of the total budget for the
Water Vote.
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Some changes to the local government budget formats in 2017/18
From time to time the National Treasury may decide to make some changes to
the information that has to be included in government budgets, the formats to
be used or the names of certain classifications or items.
In Step 7 we showed you how all municipalities have to divide both their capital
and operating budgets according to a standard classification (page 77). From
2017/18 this classification will be called a functional classification. Some of the
names of the 15 areas under this classification will also change. The Budget
and treasury office and the Corporate Services classifications will be replaced by
Finance and administration, and Internal audit. The changes under the Trading
Services summary category is important to note given that we are more often
than not interested in the budgets for the provision of basic services. The Electricity classification will now be called Energy sources, while Water will become
Water management.
The information on these and any other changes can usually be found in
circulars on the National Treasury’s MFMA website, which can be accessed at
http://mfma.treasury.gov.za/Circulars/Pages/default.aspx
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TABLE 5: uMgungundlovu District Municipality:
Vote 4: Technical: Revenue and Expenditure
Description

2015/16

Share

2016/17

Share

Growth
Rate

R thousand
Revenue By Source
Property rates
Property rates – penalties and collection charges
Service charges – electricity revenue
Service charges – water revenue

145,048

91.88%

146,441

88.80%

0.96% A

7,983

5.06%

13,210

8.01%

65.47% B

2,872

1.74%

2,384

1.45%

Service charges – sanitation revenue
Service charges – refuse revenue
Service charges – other
Rental of facilities and equipment
Interest earned – external investments
Interest earned – outstanding debtors
Dividends received
Fines
Licences and permits
Agency services
Other revenue
Transfers recognised – operational

4,828

3.06%

-50.62%

Gains on disposal of PPE
Total Revenue
(excluding capital transfers and contributions)

157,859 100.00%

164,907 100.00%

4.46% C

Expenditure By Type
69,710

20.06%

59,543

15.81%

-14.59% G

Debt impairment

37,926

10.92%

48,401

12.86%

27.62% F

Depreciation and asset impairment

30,000

8.63%

31,800

8.45%

14,081

3.74%

101,328

26.91%

1,500

0.40%

99,958

26.55%

16,733

4.44%

3,160

0.84%

-91.94% H
8.37% C

Employee related costs
Remuneration of councillors

Finance charges
Bulk purchases

95,593

27.51%

Other materials
Contracted services

74,979

21.58%

Transfers and grants
Other expenditure

39,222

11.29%

6.00%
6.00% D
33.31% E

Loss on disposal of PPE
Total Expenditure

347,430 100.00%

376,504 100.00%

Surplus/(Deficit)

-189,571

-211,598

11.62% I

186,132

149,865

-19.48% J

Transfers recognised – capital
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Budget for the Technical Vote in the uMgungundlovu District
Municipality
Next we apply our analysis tools to the Technical Vote in the uMgungundlovu District
Municipality. This vote is responsible for the delivery of both water and sanitation:

•

While water service charges account for the largest share of revenue in both
years, it is budgeted to only increase by about 1 percent in 2016/17, with its
share decreasing to 88.8 percent. (A)

•

In contrast, revenue from the delivery of sanitation is budgeted to increase by
almost 66 percent, with its share increasing from 5 percent to 8 percent. (B)

•

While total revenue is budgeted to only increase by 4.46 percent, total expenditure on the provision of water and sanitation is expected to increase at
a much faster rate of 8.37 percent. (C)

•

In both years, bulk purchases of water get the largest slice of the budget at
around 27 percent. (D)

•

Spending on contracted services is set to grow the fastest at 33.31 percent,
with its share increasing to 26.55 percent. (E)

•

Although the absolute amounts are not that large and its share increases
only by about 2 percentage points, the budget for debt impairment grows by
27.62 percent. (F)

•

Employee related costs are budgeted to decrease by almost 15 percent. Does
such a decrease mean less people will be employed in critical service delivery
positions? (G)

•

There is also a decrease in the budget for other expenditure. Again, given
that we do not know exactly what this other expenditure is, it is difficult to
comment on this. (H)

•

In contrast to the Water Vote in Emalahleni, uMgungundlovu’s Technical Vote
is showing quite large operating deficits in both years, with a budgeted increase in the deficit in 2016/17. This raises serious questions about the ability
of the municipality to be able to fund the delivery of water and sanitation,
and in particular free basic water and sanitation. (I)

•

All of the Technical Vote’s capital revenue comes from the national government. (J)

Some of the key findings here include that the Technical Vote does not have enough
revenue to fulfil its functions, that it is prioritising spending on contracted services and
bulk purchases of water, and that it is also budgeting for potentially more bad debt
to be written off. The main budget question relevant to the Mpolweni community’s
campaign is whose bad debt is being written off? Does this provision include the bad
debt of households entitled to receive free basic services, or is this money intended to
write off the bad debt of non-poor households who should pay for services?
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B. CAPITAL BUDGETS
We have applied our tools to the budget for the votes relevant to our service delivery
issue. We are now going to look at how these votes, or the services, fit into the larger
municipal budget. We are therefore going to apply our tools to the capital and operating budgets of the municipality as a whole.
We are going to look at where the municipality as a whole gets its money from, for
both the capital and operating budgets. And we are going to look at how the municipality divides this money and what we can learn about the municipality’s spending
priorities more broadly.
We start with the capital budget. At the beginning of this step we learned that one of
the core tables which should be included in a municipality’s budget, is Table A5 which
provides a breakdown of capital expenditure by vote, standard classification, and
funding.
Screenshots of this Table A5 from the 2016/17 budgets for Emalahleni and uMgungundlovu Municipalities are shown in Appendix 3 and Appendix 4 respectively. You
can see that for both municipalities, Table A5 provides information for many more
years than Supporting Table SA2A.
The third last column of Table A5 provides the budget figures that we are most interested in, namely for the budget year 2016/17. The last two columns provide the
forecasts for the two outer years of the MTREF, 2017/18 and 2018/19. The table also
shows a number of estimates for the current financial year 2015/16 (which is the year
during which the budget for 2016/17 is tabled). It shows the original budget and the
adjusted budget figures tabled around February of the 2015/16 financial year.
Table A5 also provides two more updates for the current year, namely a full-year
forecast as well as a pre-audit outcome. The full-year forecast is a further revision of
the adjusted budget figures, taking into account the revenue collection and actual
spending for the year after the adjusted budget was tabled. The pre-audit outcome
is a further update, done just before the tabling of the budget for the new financial
year. The pre-audit estimates should therefore be the closest possible estimate of
actual revenue collection and spending for the current financial year, at the time of
the tabling of the final budget for the following financial year. Some tables do not
include pre-audit outcome estimates. The full-year forecasts are then the closest
estimation of the money that was actually collected and spent.
Table A5 also provides audited outcomes for the three years before the current budget
year (in these tables the years are 2012/13, 2013/14, and 2014/15). These audited
outcomes are the actual amounts of revenue collected and actual amounts spent in
those years.
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Table A5 makes provision for capital expenditure by vote to be divided into multi-year
and single-year expenditure. Multi-year expenditure refers to when funds are committed (or voted on or approved) by the council for the three financial years of the
MTREF. Single-year expenditure refers to amounts that are committed only for the
single budget year. For the analysis of capital expenditure by standard classification
the multi and single-year commitments were combined (revisit Step 7, page 77 for a
reminder of the meaning of standard classification).
Most of capital spending for the two municipalities is approved for one year only. It should
also be noted that the screenshot of Table A5 (see Appendix 3) for Emalahleni shows
error messages (‘#REF!’), which indicates that the table was not completed accurately.
The main focus of our analysis is the budget figures for the coming financial year
(2016/17) and how these are different from 2015/16. In the remainder of the analysis
we compare the budget figures for 2016/17 to the most recent figures for 2015/16.
This means we will compare it to either the 2015/16 full-year forecast or pre-audit
outcome. The latter two revisions are the closest estimates of what the municipality
thinks it would have actually spent, or collected, by the end of the 2015/16 year. We
therefore compare the budget for 2016/17 to the most recent predictions of what
was spent and collected in 2015/16. This allows us to comment on how the budget
is different from estimated actual developments in 2015/16.
We will also look at the estimates for 2017/18 and 2018/19 to comment on what
the municipality is telling us about their spending and revenue collection plans for
2017/18 and 2018/19.
We again created new tables for both municipalities with the information we are
specifically interested in analysing. These tables therefore only include estimates for
2015/16 to 2018/19. In addition, the multi-year and single-year estimates of the capital expenditure by vote have been added together. This also allows easier comparison,
if needed, with the spending by standard classification. Growth rates were calculated
for the 2016/17, 2017/18, and 2018/19 years, while expenditure and revenue shares
were calculated for all five years.
Budget analysis tip: Comparing estimated outcomes to the budget
Many of the tables in a municipal budget provide up to four estimates for the
current budget year. These can include the original budget estimate, the adjusted budget estimate, the full-year forecast, as well as the pre-audit outcome.
So which estimate do we use to compare the budget for the coming financial
year against? We usually compare the budget for the following year against the
closest estimate of what was actually spent or collected in the current budget
year. This allows us to comment on how the budget for the coming year differs
from what happened in the current year in terms of how the municipality spent
its money and collected revenue.
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TABLE 6: Emalahleni Local Municipality:
Capital Expenditure and Revenue
Vote Description

2015/16
Pre-audit
outcome

R thousand
Captial Expenditure by Vote
Vote 01 - Executive And Council
Vote 02 - Finance
Vote 03 - Administration and Resource Management
Vote 04 - Planning and Development
Vote 05 - Health
Vote 06 - Community and Social Services
Vote 07 - Housing
Vote 08 - Public Safety
Vote 09 - Sport & Recreation
Vote 10 - Environment Protection/management
Vote 11 - Waste Management
Vote 12 - Waste Water Management
Vote 13 - Water
Vote 14 - Electricity
Vote 15 - Other
Total Capital Expenditure – Vote
Captial Expenditure – Standard
Governance and administration
Executive and council
Budget and treasury office
Corporate services
Community and public safety
Community and social services
Sport and recreation
Public safety
Housing
Health
Economic and environmental services
Planning and development
Road transport
Environmental protection
Trading services
Electricity
Water
Waste water management
Waste management
Other
Total Capital Expenditure – Standard
Funded by:
National Government
Provincial Government
District Municipality
Other transfers and grants
Transfers recognised – capital
Public contributions & donations
Borrowing
Internally generated funds
Total Capital Funding

Share

130

20,390

2,075
238
46,807
8,446
1,117
79,203

130
130

2,075

2,075

21,745
20,390
1,117
238
55,253
8,446
46,807

79,203

71,615

71,615
2,001
3,002
2,585
79,203
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0.16%
0.00%
0.00%
25.74%
0.00%
0.00%
0.00%
2.62%
0.00%
0.30%
0.00%
59.10%
0.00%
10.66%
1.41%
100.00%

0.16%
0.16%
0.00%
0.00%
2.6%
0.00%
0.00%
2.62%
0.00%
0.00%
27.45%
25.74%
1.41%
0.30%
69.79%
10.66%
0.00%
59.10%
0.00%
0.00%
100.00%

90.42%
0.00%
0.00%
0.00%
90.42%
2.53%
3.79%
3.26%
100.00%
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2016/17 Medium Term Revenue
Budget
Year
2016/17

250

8,000
6,761
89,123
63,375
44,000
49,629
261,138

250
250
8,000
8,000

49,629
49,629
203,259
44,000
63,375
89,123
6,761
261,138

235,468

Share

0.00%
0.10%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
3.06%
0.00%
2.59%
34.13%
24.27%
16.85%
19.00%
100.00%

0.10%
0.00%
0.10%
0.00%
3.06%
0.00%
3.06%
0.00%
0.00%
0.00%
19.00%
0.00%
19.00%
0.00%
77.84%
16.85%
24.27%
34.13%
2.59%
0.00%
100.00%

90.17%
0.00%
25,670
9.83%
0.00%
261,138 100.00%
0.00%
0.00%
0.00%
261,138 100.00%

Growth
Rate
15/16-16/17

Budget
Year +1
2017/18

-100.00%

-100.00%

-100.00%

1,800

-100.00%

1,500

90.41%

29,955
124,400
2,518
5,000
165,173

420.94%
4343.20%
229.71%

92.03%
-100.00%

285.49%

3,300

-100.00%

1,500
1,800

128.23%
-100.00%
4343.20%
-100.00%
267.87%
420.94%

5,000
5,000

90.41%

157,033
2,518
124,560
29,955

229.71%

165,333

228.80%

132,337
13,300
19,696

264.64%

165,333

229.71%

165,333

The capital budget for the
Emalahleni Local Municipality

and Expenditure Framework
Share

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
1.09%
0.00%
0.91%
0.00%
18.14%
75.31%
1.52%
3.03%
100.00%

0.00%
0.00%
0.00%
0.00%
2.00%
0.00%
0.91%
1.09%
0.00%
0.00%
3.02%
0.00%
3.02%
0.00%
94.98%
1.52%
75.34%
18.12%
0.00%
0.00%
100.00%

80.04%
8.04%
11.91%
0.00%
100.00%
0.00%
0.00%
0.00%
100.00%

Growth
Budget
Rate
Year +2
16/17-17/18 2018/19

-100.00%
2,427

-100.00%
-100.00%
-66.39%
96.29%
-94.28%
-89.93%
-36.75%

6,068
19,417
19,329
33,619
20,722
71,819
173,400

-100.00%
-100.00%
-58.75%

6,068

-81.25%

6,068

-89.93%
-89.93%

74,246
2,427
71,819

-22.74%
-94.28%
96.54%
-66.39%
-100.00%

93,086
20,722
33,619
19,329
19,417

-36.69%

173,400

138,404
15,300
19,696
173,400

173,400

Share

Growth
Rate
17/18-18/19

0.00%
0.00%
0.00%
1.40%
0.00%
0.00%
0.00%
0.00% -100.00%
0.00%
3.50% 304.52%
11.20%
11.15%
-35.47% B
19.39%
72.98% C
11.95% 722.94%
41.42% 1336.38% D
100.00%
4.98% A

0.00%
0.00%
0.00%
0.00%
3.50%
83.87%
0.00%
3.50% 304.52%
0.00% -100.00%
0.00%
0.00%
42.82% 1384.92%
1.40%
41.42% 1336.38% E
0.00%
53.68%
-40.72%
11.95% 722.94%
19.39%
-73.01%
11.15%
-35.47%
11.20%
0.00%
100.00%
4.88%

79.82%
8.82%
11.36%
0.00%
100.00%
0.00%
0.00%
0.00%
100.00%

F

F

Table 6 tells us the following about the capital
budget for the Emalahleni Local Municipality:

• The pre-audited outcome suggests that in

2015/16 the municipality has only managed
to spend R79 million on capital projects.
The original Table 5A (in Appendix 3) shows
that the original 2015/16 capital budget
was just over R200 million. The total capital budget for 2016/17 is R261 million,
which is an increase of almost 230 percent
from the 2015/16 pre-audit outcome.
The capital budget is then estimated to
decline by 36.75 percent to R165 million
in 2017/18, and then increase slightly again
to R173 million in 2018/19. (A)

• In 2016/17, Waste Water Management

(Vote 12) receives the largest share of the
capital budget at around 34 percent. In
2015/16 this vote also received the largest
share of the budget, but is estimated to
receive a much smaller share in 2017/18
and 2018/19. (B)

• The pre-audited outcome for 2015/16

suggests that no money was spent on
capital projects within the Water Vote. This
means no spending on infrastructure such
as bulk water pipes needed for the delivery
of water. (C)

• With a capital budget of R63 million

in 2016/17, this vote is getting almost
25 percent of the municipality’s capital
budget. (C)

• A very large increase of almost 100 percent
is planned for 2017/18 and as a result the
Water Vote will receive 75.31 percent of all
infrastructure spending. (C)
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•

The Water Vote’s capital budget is projected to decrease again by almost
73 percent to just 19.39 percent of total capital spending in the last year of
the MTREF. (C)

•

In 2018/19 Vote 15, named ‘Other’, is projected to receive 41.42 percent of
the budget after big variations in its allocations over the years. (D)

•

Capital spending broken down by standard classification does not provide
us with any new useful information. We do, however, see that the allocation
to Vote 15 in 2018/19 appears to be an allocation of R71 million to Road
Transport. (E)

•

In all three years of the MTREF (2016/17, 2017/18, and 2018/19) all of
Emalahleni’s funding for capital projects will come from grants from other
spheres of government, with most of this funding from the national
government. (F)
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TABLE 7: Emalahleni Local Municipality:
Capital Expenditure on Water
Vote Description

2016/17 Medium Term Revenue
and Expenditure Framework

R thousand

Budget Year
2016/17

Vote 13 - Water

Budget Year +1
2017/18

Budget Year +2
2018/19

63,375

124,000

33,619

63,375

124,000

33,619

13.1 – Manager Water
13.2 – Abstraction and Water Treatment Works
13.3 – Bulk Lines – Storage and Reticulation
13.4 – Water Purification/storage
13.5 – Water Network/distribution
13.6 – Administration – Water

As discussed earlier, the additional Table A5A (not included in this Guide) provides
more information according to sub-vote level. Table 7 is an extract from Table A5A.
This table shows us that all of the capital budget for water is allocated to the provision
of bulk lines for storage and reticulation.
The capital budget figures for Emalahleni do not suggest a clear prioritisation of one
vote versus another. In most of the years the bulk of the capital budget is allocated to
votes responsible for service delivery. The Water Vote is projected to receive most of
the capital budget in 2017/18. The low pre-audit outcome for 2015/16 in comparison
to the budget for that year, and in particular no spending on water infrastructure, is
a cause for concern. It raises questions around the municipality’s capacity to spend on
infrastructure projects and we can ask whether a budget for 2016/17, that is more
than double the expenditure in 2015/16, is realistic.
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TABLE 8: uMgungundlovu District Municipality:
Capital Expenditure and Revenue
Vote Description

2015/16
Pre-audit
outcome

R thousand
Captial Expenditure by Vote
Single-year expenditure to be appropriated
Vote 01 - Executive and Council
Vote 02 - Corporate Services
Vote 03 - Finance
Vote 04 - Technical
Vote 05 - Community
Vote 06 - Public Safety
Capital single-year expenditure sub-total
Total Capital Expenditure – Vote
Captial Expenditure – Standard
Governance and administration
Executive and council
Budget and treasury office
Corporate services
Community and public safety
Community and social services
Sport and recreation
Public safety
Housing
Health
Economic and environmental services
Planning and development
Road transport
Environmental protection
Trading services
Electricity
Water
Waste water management
Waste management
Other
Total Capital Expenditure – Standard
Funded by:
National Government
Provincial Government
District Municipality
Other transfers and grants
Transfers recognised – capital
Public contributions & donations
Borrowing
Internally generated funds
Total Capital Funding

Share

800
276,245

277,045
277,045

400
400

252,896
252,896

7,200
260,496

186,132

186,132
58,764
15,600
260,496
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0.00%
0.00%
0.29%
99.71%
0.00%
0.00%
100.00%
100.00%

0.15%
0.00%
0.15%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
97.08%
0.00%
97.08%
0.00%
0.00%
2.76%
100.00%

71.45%
0.00%
0.00%
0.00%
71.45%
0.00%
22.56%
5.99%
100.00%
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2016/17 Medium Term Revenue
Budget
Year
2016/17

750
200,518

201,268
201,268

750
750

189,918
189,918

10,600
201,268

149,865

149,865
40,053
11,350
201,268

Share

0.00%
0.00%
0.37%
99.63%
0.00%
0.00%
100.00%
100.00%

0.37%
0.00%
0.37%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
94.36%
0.00%
94.36%
0.00%
0.00%
5.27%
100.00%

74.46%
0.00%
0.00%
0.00%
74.46%
0.00%
19.90%
5.64%
100.00%

Growth
Rate
15/16-16/17

Budget
Year +1
2017/18

-6.25%
-27.41%

170,187

-27.35%
-27.35%

170,187
170,187

87.5%
87.5%

-24.90%

170,187

-24.90%

170,187

47.22%
-22.74%

170,187

-19.48%

170,187

-19.48%

170,187

-31.84%
-27.24%
-22.74%

170,187

The capital budget for the
uMgungundlovu District Municipality

and Expenditure Framework
Share

0.00%
0.00%
0.00%
100.00%
0.00%
0.00%
100.00%
100.00%

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
100.00%
0.00%
100.00%
0.00%
0.00%
0.00%
100.00%

Growth
Budget
Rate
Year +2
16/17-17/18 2018/19

-15.13%

-15.44%
-15.44%

236,223

236,223
236,223

-100.00%
-100.00%

-10.39%

236,223

-10.39%

236,223

-100.00%
-15.44%

236,223

Share

0.00%
0.00%
0.00%
100.00%
0.00%
0.00%
100.00%
100.00%

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
100.00%
0.00%
100.00%
0.00%
0.00%
0.00%
100.00%

Growth
Rate
17/18-18/19

• The budget figures show that uMgungun-

dlovu’s capital budget for 2016/17 is about
27 percent lower than the pre-audit outcome for 2015/16. (A)

38.80% B
38.80%
38.80% A

• In all three years of the MTREF (2016/17,

2017/18, and 2018/19) almost all of this
budget is allocated to the Technical Vote. (B)

• In 2016/17 the Technical Vote received

R200.5 million, while its forecasted budget
for 2017/18 will decrease by 15.13 percent to R170 million before it increases by
almost 38.8 percent to R236 million. (B)

• The breakdown of capital expenditure by

standard classification confirms that in
2016/17 almost 95 percent of the total
budget is allocated to water, while all of
capital spending is projected to be allocated to the provision of water infrastructure
in 2017/18 and 2018/19. (C)

38.80%
38.80% C

38.80%

• If we look at the additional Table A5A, the
information by sub-vote shows the same
figures for the Water sub-vote under the
Technical Vote.

• The figures on funding sources show
100.00%
0.00%
0.00%
0.00%
100.00%
0.00%
0.00%
0.00%
100.00%

-13.56%

236,223

13.56%

236,223

-100.00%
-100.00%
-15.44%

236,223

100.00%
0.00%
0.00%
0.00%
100.00%
0.00%
0.00%
0.00%
100.00%

38.80% D

38.80%

38.80%

D
D

that in 2015/16 and 2016/17 between
70 percent and 80 percent of the capital
budget is funded by grants from national
government, while most of the remainder
of the budget was funded by borrowing in
2015/16 and 2016/17. (D)

• In 2017/18 and 2018/19 the munici-

pality is expecting to rely completely on
grants from national government as its
source of funding for capital projects. (D)
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C. OPERATING BUDGETS: REVENUE AND EXPENDITURE
Above we applied our budget analysis tools to the capital budgets of the municipalities. We are now going to move on to the operating budgets. We are again going to
start by looking at where the municipality gets its operating revenue from. Then we
are going to look at the various ways in which the municipality divides its operating
budget. In both instances we want to see what we can learn about the municipality’s spending priorities, as well as anything specifically related to our service delivery
issues.
First, we need to find the tables with the relevant budget figures. In the municipal
budget in Excel, Table A4 provides a detailed breakdown of operating revenue by
source and operating expenditure by type. The screenshots in Appendix 5 and
Appendix 6 show what this table looks like in the budgets of our two municipalities.
Again, we are only going to analyse the budget figures for 2015/16 to 2018/19
and we have created a new table (Table 9 below) for the Emalahleni Municipality
and a new table (Table 10 below) for the uMgungundlovu Municipality. We have also
calculated growth rates for the 2016/17, 2017/18 and 2018/19 years, and shares of
revenue and expenditure in the total budget for all years.
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Expenditure by type
Employee related costs
Remuneration of councillors
Debt impairment
Depreciation and asset impairment
Finance charges
Bulk purchases
Other materials
Contracted services
Transfers and grants
Other expenditure
Loss on disposal of PPE
Total Expenditure
Surplus (Deficit)
1,120,436
704,725

117,316

14,455
378,254
67,183
39,206

480,218
19,851
3,953

Budget
Year
2016/17
Share

1,224,494
409,219
156,905
107,940
566
12,304
749
91,979
5,150
2,377
23,650
298,441
69,941

87.61%
34.23%
32.64%
48.80%

31.89%
15.18%
129.07%
19.66%
-65.65%

42.86%
649,005
24.07%
35.15%
695,307
1.77%
25,735
0.95%
29.64%
26,720
0.35%
426,150
15.80% 10680.36%
404,394
0.00%
167,500
6.21%
167,500
1.29%
72,718
2.70%
403.07%
32,215
33.76%
949,450
35.21%
151.01% 1,023,957
6.00%
125,518
4.65%
86.83%
137,144
3.50%
42,057
1.56%
7.27%
34,959
0.00%
35,929
1.33%
37,367
10.47%
202,446
7.51%
72.56%
208,014
0.00%
0.00%
100.00% 2,696,508 100.00% 140.67% 2,767,577
(50,640)
43,305

44.97% 2,810,882

10.71%
51.41%
5.71%

407,167

Budget
Year +1
2017/18

24.86%

Growth
Rate
15/16-16/17

25.12%
0.97%
14.61%
6.05%
1.16%
37.00%
4.96%
1.26%
1.35%
7.52%
0.00%
100.00%

14.49%
0.00%
43.56%
14.56%
5.58%
3.84%
0.02%
0.44%
0.03%
3.27%
0.00%
0.18%
0.08%
0.84%
10.62%
2.49
0.00%
100.00%

Share

5,459
2,520
25,069
327,287
75,034

1,322,453
433,772
166,319
114,417
600
13,042
794
97,498

431,597

7.13%
743,980
3.83%
28,590
-5.11%
428,658
0.00%
167,500
-55.70%
25,308
7.85% 1,104,337
9.26%
142,630
-16.88%
36,341
4.00%
38,861
2.75%
218,068
0.00%
2.64% 2,934,274
81,587

6.24% 3,015,861

26.74%
6.00%
-4.62%
1.97%
205.23%

4.19%
5.59%
5.50%
5.29%
6.00%
6.00%
32.18%
5.83%

5.63%

Growth
Budget
Rate
Year +2
16/17-17/18 2018/19
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16.91%
385,451
14.57%
0.00%
0.00%
34.32% 1,175,294
44.42%
15.82%
387,561
14.65%
6.14%
148,725
5.62%
3.77%
102,515
3.87%
0.00%
534
0.02%
0.57%
11,608
0.44%
0.02%
567
0.02%
4.50%
86,913
3.28%
0.00%
0.00%
0.17%
4,063
0.15%
0.11%
2,243
0.08%
0.59%
24,796
0.94%
13.40%
292,686
11.06%
3.65
22,914
0.87%
0.00%
0.00%
100.00% 2,645,868 100.00%

Share

2015/16
Pre-audit
outcome

Revenue by source
308,711
Property rates
Property rates – penalties and collection charges
Service charges – electricity revenue
626,463
Service charges – water revenue
288,722
Service charges – sanitation revenue
112,129
Service charges – refuse revenue
68,894
Service charges – other
Rental of facilities and equipment
10,485
Interest earned – external investments
374
Interest earned – outstanding debtors
82,218
Dividends received
Fines
3,081
Licences and permits
1,947
Agency services
10,825
Transfers recognised – operational
244,607
Other revenue
66,705
Gains on disposal of PPE
Total Revenue (exluding capital transfers
1,825,161
and contributions)

R thousand

Vote Description

TABLE 9: Emalahleni Local Municipality:
Operating Revenue by Source and Expenditure by Type

6.02% F
J

7.00% I
7.00%
6.00% G
0.00%
-21.44%
7.85% H
4.00%
3.95%
4.00%
4.83%

7.29% A

6.00%
6.00%
6.00%
9.67% E
7.28%

8.00% B
6.00% D
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%

6.00% C

Growth
Rate
17/18-18/19

Analysis overleaf

25.35%
0.97%
14.61%
5.71%
0.86%
37.64%
4.86%
1.24%
1.32%
7.43%
0.00%
100.00%

14.31%
0.00%
43.85%
14.38%
5.51%
3.79%
0.02%
0.43%
0.03%
3.23%
0.00%
0.18%
0.08%
0.83%
10.85%
2.49%
0.00%
100.00%

Share

»

« TABLE 9 appears on previous page
The operating budget of the Emalahleni Local Municipality

•

One of the first things that stands out is the very large increase in total revenue
between the 2015/16 pre-audit outcome and the 2016/17 budget. Revenue is
expected to grow by almost 45 percent. The screenshot of Table 4A (in Appendix 5) indicates that the original budget for 2015/16 was R2 262 million, while
the pre-audited outcome is R1 825 million – more than R400 million less. This
indicates that the municipality collected about R400 million revenue less that its
original budget for 2015/16. (A)

•

In all years, revenue from service charges for the provision of electricity is the
largest source of revenue. Its share increases from 34.32 percent in 2015/16 to
44.42 percent in 2016/17 and then remains relatively constant in 2017/18 and
2018/19. (B)

•

In all years the other two main sources of revenue are property rates and revenue from water service charges. The former source’s share declines from 16.91
percent in 2015/16 to 14.57 percent in 2016/17 and this share then remains
relatively constant. (C)

•

The share of water revenue declines slightly from about 15.82 percent to 14.65
percent, although the Rand amount is set to grow. Its share of total revenue
then remains relatively constant. (D)

•

‘Transfers recognised – operational’ refers to the Equitable Share the municipality receives from the national government and any other operating grants. Varying between 10 and 13 percent, this is a comparatively less important source of
revenue for the municipality. (E)

•

When we move to operating expenditure by type, the first thing that we see
is the extremely large increase of more than 140.67 percent between the preaudit outcome for 2015/16 and the budget for 2016/17. But when we look at
the figures in the screenshot of Table A4, we see that the original budgeted
expenditure for 2015/16 was R2 382 million, which is almost double the preaudit outcome of R1 120 million. (F)

•

Some of the expenditure items for 2016/17 are budgeted to experience very
large growth rates. But a closer comparison between the pre-audit outcomes
and the original budget figures for 2015/16 might show that these growth rates
are as a result of much lower than budgeted for expenditure. (G)

•

With the exception of 2015/16, bulk purchases (which in the case of Emalahleni
Local Municipality refers to bulk purchases of water and electricity) receive the
largest share of the operating budget. This share varies between 33.76 percent
and 37.64 percent. (H)
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•

In 2015/16, the pre-audit outcome shows the largest share of the budget
(42.86 percent) was spent on employee related costs. While employee related
costs are then budgeted to increase by more than 35 percent, its share declines
to around 24 percent, which is more in line with its share in the other years. (I)

•

The pre-audit figure suggests that only R3.9 million (or less than a percent of
the budget) was spent on debt impairment or the provision for bad debt. The
budget for this item increases massively to R426 million in 2016/17. (G)

Overall, comparing the pre-audit outcomes for 2015/16 to the 2016/17 budget figures shows large budgeted increases in revenue collection and even larger increases in
expenditure by type. When we compare the 2015/16 original budget figures with the
pre-audit outcomes we see that the municipality collected less revenue than originally
planned. When we compare the pre-audit expenditure outcomes with the budget
figures for 2015/16, we see large scale underspending of the total operating budget,
and on a number of specific items. This raises very important budget questions about
the state of the municipality’s finances.
Most of the 2016/17 budget has been allocated to bulk purchases of water and
electricity, followed by employee related costs, while the municipality gets most of its
income from electricity and water service charges, as well as property rates. Finally, the
pre-audit outcome shows a large surplus of R704 million for 2015/16, but the municipality then expects an operating deficit of just more than R50 million in 2016/17. It is
difficult to comment on the size of the 2015/16 surplus, since we cannot tell from the
budget figures the underlying causes of the large scale underspending, which resulted
in such a big difference between revenue and expenditure. Again this a very important budget question to be posed to the municipality. (J)
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Expenditure by type
Employee related costs
Remuneration of councillors
Debt impairment
Depreciation and asset impairment
Finance charges
Bulk purchases
Other materials
Contracted services
Transfers and grants
Other expenditure
Loss on disposal of PPE
Total Expenditure
Surplus (Deficit)

Revenue by source
Property rates
Property rates – penalties and collection charges
Service charges – electricity revenue
Service charges – water revenue
Service charges – sanitation revenue
Service charges – refuse revenue
Service charges – other
Rental of facilities and equipment
Interest earned – external investments
Interest earned – outstanding debtors
Dividends received
Fines
Licences and permits
Agency services
Transfers recognised – operational
Other revenue
Gains on disposal of PPE
Total Revenue (exluding capital transfers
and contributions)

R thousand

Vote Description

602,169
8,024

208,052
12,327
37,926
30,000
5,784
95,593
1,500
95,004
3,000
112,983

610,193

405,737
39,192

9,360
2,872

145,048
7,983

Pre-audit
outcome

34.55%
2.05%
6.30%
4.98%
0.96%
15.87%
0.25%
15.78%
0.50%
18.76%
0.00%
100.00%

0.00%
0.00%
0.00%
23.77%
1.31%
0.00%
0.00%
0.00%
1.53%
0.47%
0.00%
0.00%
0.00%
0.00%
66.49%
6.42%
0.00%
100.00%

Share

2015/16

0.00%
0.00%
0.00%
22.74%
2.05%
0.00%
0.00%
0.00%
1.10%
0.45%
0.00%
0.00%
0.00%
0.00%
67.46%
0.00%
6.21%
100.00%

Share

31.31%
2.15%
7.91%
5.19%
2.30%
16.55%
0.24%
20.08%
2.73%
11.53%
0.00%
612,246 100.00%
31,847

191,692
13,189
48,401
31,800
14,081
101,328
1,500
122,915
16,733
70,606

40,000
644,093

434,490

7,080
2,872

146,441
13,210

Budget
Year
2016/17

1.67%

-7.86%
7.00%
27.62%
6.00%
143.44%
6.00%
0.00%
29.38%
457.78%
-37.51%

5.56%

7.09%
-100.00%

-24.36%
0.00%

0.96%
65.47%

Growth
Rate
15/16-16/17

646,532
5,072

202,427
13,928
51,111
33,581
14,870
107,003
1,584
129,798
17,670
74,560

651,603

472.223

7,000
3,100

155,278
14,002

Budget
Year +1
2017/18

31.31%
2.15%
7.91%
5.19%
2.30%
16.55%
0.24%
20.08%
2.73%
11.53%
0.00%
100.00%

0.00%
0.00%
0.00%
23.83%
2.15%
0.00%
0.00%
0.00%
1.07%
0.48%
0.00%
0.00%
0.00%
0.00%
72.47%
0.00%
0.00%
100.00%

Share

5.60%

5.60%
5.60%
5.60%
5.60%
5.60%
5.60%
5.60%
5.60%
5.60%
5.60%

-100.00%
1.17%

8.68%

-1.13%
7.93%

6.03%
6.00%

685,324
12,729

214,572
14,764
54,178
35,596
15,762
113,423
1,679
137,586
18,731
79,034

698,052

508,865

7,000
2,750

164,595
14,842

Growth
Budget
Rate
Year +2
16/17-17/18 2018/19

2016/17 Medium Term Revenue and Expenditure Framework

TABLE 10: uMgungundlovu District Municipality:
Operating Revenue by Source and Expenditure by Type

31.31%
2.15%
7.91%
5.19%
2.30%
16.55%
0.24%
20.08%
2.73%
11.53%
0.00%
100.00%

0.00%
0.00%
0.00%
23.58%
2.13%
0.00%
0.00%
0.00%
1.00%
0.39%
0.00%
0.00%
0.00%
0.00%
72.90%
0.00%
0.00%
100.00%

Share

F
I

G

E
H

6.00% D
J

6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%

7.13% A

7.76% B

0.00%
-11.29%

6.00% C
6.00%

Growth
Rate
17/18-18/19

The operating budget of the uMgungundlovu District Municipality

•

The uMgungundlovu District Municipality’s operating revenue is budgeted to
increase by 5.56 percent from R610 million in 2015/16 (pre-audit outcome) to
R644 million in 2016/17. A very small growth rate of 1.17 percent is predicted for
2017/18, with a much larger increase of 7.13 percent expected in 2018/19. (A)

•

In all years, the municipality gets most of its operating revenue in what is called
transfers recognised – operational in the table. These are the operational transfers from national government and in this case most of the money comes from
the Equitable Share Grant and a grant called the Regional Service Council (RSC)
Levies Replacement Grant. There is a slight increase in the contribution of these
grants to total revenue from 66.49 percent in 2015/16 to 67.46 percent in
2016/17. But then relatively large increases in these transfers, which will bring
their contribution to 72 percent of total revenue, are predicted for 2017/18
and 2018/19. This suggests that the municipality will in future rely more on the
funding it gets from national government. (B)

•

The second largest source of revenue is water service charges and this source’s
share of total operating revenue remains relatively constant at around 23 to 24
percent. (C)

•

uMgungundlovu District Municipality’s operating expenditure is budgeted to
increase by only 1.67 percent in 2016/17, followed by larger increases of 5.6
percent and 6 percent in 2017/18 and 2018/19 respectively. (D)

•

In 2015/16 more than 34 percent of the pre-audit budget was spent on employee related costs. Then spending is budgeted to decrease by almost 8 percent
to just more than 31 percent of the budget. It should be asked why less money
has been allocated to wages, salaries, and other employee related costs. As
discussed earlier, municipal salaries and wages are set nationally for all municipalities. Such a decrease suggests job losses in this municipality. (E)

•

Contracted services are set to get 20 percent of the budget in 2016/17, up from
a 15.78 percent share in the previous years. Here we can ask why the municipality is making more use of contracted services. (F)

•

About 16 percent of the budget goes towards the bulk purchases of water and
this share remains relatively constant. (G)

•

The budget for debt impairment increases by almost 28 percent while its share
of the total budget only increases from 6.3 percent to 7.91 percent. (H)

•

Transfers and grants refer to the money allocated to provide free basic services
to poor households. While the large increase from R3 million to R16.7 million
(a growth rate of almost 500 percent) is encouraging, this allocation is still only
2.73 percent of the budget in 2016/17. (I)
Analysis continued overleaf »
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« Analysis for TABLE 10 on previous page

•

Spending on all items is predicted to grow by 5.6 percent in 2017/18 and 6 percent in 2018/19, which means that the shares of the different types of expenditure in the total operating budget will not change. These uniform increases in
spending on all items do not provide any evidence of prioritisation of spending
on specific services or functions by the municipality. (D)

•

A small surplus of just less than R32 million is predicted for 2016/17. (J)

Overall, the budget figures suggest increased prioritisation of spending on contracted services, while employee related costs and bulk purchases remain priorities. While
increasing, the spending on the provision of basic services remains a very small share
of the budget. The very important budget question here is, why the provision of basic
services receives such a small share of uMgungundlovu’s operating budget?
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D. OPERATING EXPENDITURE BY VOTE AND STANDARD
CLASSIFICATION
We have looked at how the municipalities divide their operating budgets according to
different types of operating spending. Next we are going to look at how the municipalities divide their operating budgets by vote and standard classification. We will find
this information in Table A3 (by vote) and Table A2 (by standard classification) in the
municipal budgets. The screenshots of these tables for Emalahleni and uMgungundlovu Municipalities can be found in Appendix 7 to Appendix 10.
The information in these tables is slightly different from what we have seen in the previous tables that we have worked with. Firstly, in both Table A2 and Table A3, ‘Total
Revenue’ refers to total operating and capital revenue – this means that all the operating revenue and capital revenue have been added together. This also shows us how
important it is to read the information in these tables very carefully. In the tables that
we worked with before (for example Table A4), next to Total Revenue it said in brackets ‘excluding capital transfers and contributions’, meaning that we were only looking
at operating revenue. In Tables A2 and A3 the total expenditure by vote and standard
classification only shows the breakdown of operating expenditure.
Another key difference in these tables is that they do not include the pre-audit estimates. The most recent estimates included in these tables are the full-year forecasts.
This is not a big problem for our analysis of the budget figures for uMgungundlovu. If
we look at the budget figures in some of the tables that we have already analysed (for
example Tables A4 and A5 in Appendix 4 and Appendix 6) we see that there are no
major differences between the full-year forecasts and the pre-audit outcomes.
But this poses a problem for our analysis of Emalahleni’s budget. We have already
seen that there are large differences between the original budget figures and the
pre-audit outcomes. If we look at the tables we have already used for our analysis,
it is clear that there are also big differences between the full-year forecasts and the
pre-audit outcomes. We will have to keep this in mind when analysing the budget
figures from Tables A2 and A3.
Since we are now mainly interested in how the municipalities are dividing their operating expenditure, we will focus our analysis on the second part of Tables A2 and A3 for
Emalahleni and uMgungundlovu. These parts show the breakdown of operating expenditure only and we have created two new tables, namely Table 11 for Emalahleni
Municipality, and Table 13 for uMgungundlovu District Municipality, that only shows
the relevant parts of the original tables.
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2,264,948

4,814
150,222
58,273
57,698
34,251
1,628,067
1,169,072
254,317
127,772
76,907

341,683
90,896
205,053
45,734
144,976
16,753
17,009
106,399

15.09%
516,754
19.16%
4.01%
117,553
4.36%
9.05%
271,414
10.07%
2.02%
127,786
4.74%
6.40%
167,223
6.20%
0.74%
104,246
3.87%
0.75%
19,371
0.72%
4.70%
43,606
1.62%
0.00%
0.00%
0.21%
0.00%
6.63%
118,672
4.40%
2.57%
55,056
2.04%
2.55%
60,227
2.23%
1.51%
3,389
0.13%
71.88% 1,869,944
69.35%
51.62% 1,286,211
47.70%
11.23%
329,412
12.22%
5.64%
150,238
5.57%
3.40%
104,083
3.86%
0.00%
23,916
0.89%
100.00% 2,696,508 100.00%

Share

Expenditure – Standard
Governance and administration
Executive and council
Budget and treasury office
Corporate services
Community and public safety
Community and social services
Sport and recreation
Public safety
Housing
Health
Economic and environmental services
Planning and development
Road transport
Environmental protection
Trading services
Electricity
Water
Waste water management
Waste management
Other
Total Expenditure – Standard

Budget
Year
2016/17

25,084

9.86%

157,039
58,796
61,892
36,351
1,987,528
1,394,774
335,701
154,034
103,019

455,903
120,777
277,705
57,421
167,107
19,750
20,656
126,701

19.05% 2,767,577

-100.00%
-21.00%
-5.52%
4.38%
-90.10%
14.86%
10.02%
29.53%
17.58%
35.34%

51.24%
29.33%
32.36%
179.41%
15.35%
522.24%
13.89%
-59.02%

7.60%
121,367
13.89%
20,656
1.90%
36,351
29.27%
103,019
17.58%
154,034
29.53%
335,701
16.72% 1,339,230
3.08%
117,436
19.05% 2,767,577

120,777
277,705
57,421
58,796

Budget
Year +1
2017/18

29.33%
35.04%
13.84%
5.94%

Growth
Rate
15/16-16/17

16.47%
4.36%
10.03%
2.07%
6.04%
0.71%
0.75%
4.58%
0.00%
0.00%
5.67%
2.12%
2.24%
1.31%
71.81%
50.40%
12.13%
5.57%
3.72%
0.00%
100.00%

4.36%
10.03%
2.07%
2.12%
0.00%
0.91%
0.00%
4.39%
0.75%
1.31%
3.72%
5.57%
12.13%
48.39%
4.24%
100.00%

Share

26,579

127,981
293,508
60,772
61,834

482,261
127,981
293,508
60,772
177,659
21,057
22,084
134,518
32.33%
164,046
6.79%
61,834
2.76%
63,740
972.53%
38,472
6.29% 2,110,307
8.44% 1,486,929
1.91%
352,349
2.53%
161,902
-1.02%
109,128
-100.00%
2.64% 2,934,274

-11.78%
2.74%
2.32%
-55.06%
-0.07%
-81.05%
6.63%
190.55%

6.01%
128,996
6.63%
22,084
4.15%
38,472
3.63%
109,128
2.53%
161,902
1.91%
352,349
2.87% 1,430,363
2.28%
120,307
2.64% 2,934,274

5.86%

2.74%
0.29%
10.29%
-4.76%

Growth
Budget
Rate
Year +2
16/17-17/18 2018/19
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4.01%
117,553
4.36%
9.05%
276,911
10.27%
2.02%
52,066
1.93%
2.57%
61,735
2.29%
0.00%
0.00%
0.95%
23,695
0.88%
0.00%
0.00%
4.70%
114,486
4.25%
0.75%
19,371
0.72%
1.51%
34,903
1.29%
3.40%
99,415
3.69%
5.64%
150,238
5.57%
11.23%
329,412
12.22%
49.25% 1,301,910
48.28%
4.92%
114,814
4.26%
100.00% 2,696,508 100.00%

Share

2015/16
Full Year
Forecast

Expenditure by Vote
Vote 01 – Executive and Council
90,896
Vote 02 – Finance
205,053
Vote 03 – Administration and Resource Management
45,734
Vote 04 – Planning and Development
58,273
Vote 05 – Health
Vote 06 – Community and Social Services
21,568
Vote 07 – Housing
Vote 08 – Public Safety
106,399
Vote 09 – Sport and Recreation
17,009
Vote 10 – Environment Protection/management
34,251
Vote 11 – Waste Management
76,907
Vote 12 – Waste Water Management
127,772
Vote 13 – Water
254,317
Vote 14 – Electricity Distribution
1,115,386
Vote 15 – Other
111,384
Total Expenditure by Vote
2,264,948

R thousand

Vote Description

TABLE 11: Emalahleni Local Municipality:
Operating Expenditure by Vote and Standard Classification

16.44%
4.36%
10.00%
2.07%
6.05%
0.72%
0.75%
4.58%
0.00%
0.00%
5.59%
2.11%
2.17%
1.31%
71.92%
50.67%
12.01%
5.52%
3.72%
0.00%
100.00%

4.36%
10.00%
2.07%
2.11%
0.00%
0.91%
0.00%
4.40%
0.75%
1.31%
3.72%
5.52%
12.01%
48.75%
4.10%
100.00%

Share

6.02%

4.46%
5.17%
2.99%
5.84%
6.18%
6.61% A
4.96% B
5.11%
5.93%

5.78%
5.96%
5.69% C
5.84%
6.31%
6.62%
6.92%
6.17%

6.29%
6.92%
5.84%
5.93%
5.11%
4.96% B
6.80% A
2.44%
6.02%

5.96%

5.96%
5.69% C
5.84%
5.17%

Growth
Rate
17/18-18/19

Operating expenditure by vote and standard classification for
Emalahleni Local Municipality
As we have discussed above, the original tables in the municipal budget only provide
full-year forecasts and not pre-audit outcomes. This makes it slightly difficult to
analyse these budget figures. But we see, for example, that the total operating expenditure for 2016/17 is just more than 19 percent higher than the full-year forecast for
2015/16. From our earlier analysis we have seen that the 2016/17 operating expenditure is almost 45 percent higher than the pre-audit outcome for 2015/16. The
pre-audit outcome is a further update on the full-year forecast so it should be the
closest estimate to what the municipality thinks it would have spent in 2015/16. The
pre-audit outcomes are lower than the full-year forecasts, so it does suggest that
operating expenditure slowed down closer to the end of 2015/16.
The analysis of the budget figures in Table 11 provides us with some additional
information:

•

Looking at the share of Vote 14 (Electricity Distribution), and the share of the
electricity standard classification, it is clear that about half of Emalahleni’s
operating budget is spent on the delivery of electricity to the residents of
the municipality. The amounts for the Electricity Distribution Vote are slightly
different from the amounts for the electricity standard classification and it is
not clear why. (A)

•

In the years 2016/17, 2017/18, and 2018/19 an almost constant share of
around 12 percent of the budget is spent on the provision of water. (B)

•

The Finance Vote gets the third largest share of around 10 percent and the
figures by standard classification suggest that this is money allocated to the
Budget and Treasury Office. (C)
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TABLE 12: Emalahleni Local Municipality:
Operating Expenditure Vote 13 Water
Vote Description

2015/16
Current
Year

R thousand

Full Year
forecast

Vote 13 - Water

Budget Year
2016/17

Budget Year
+1 2017/18

Budget Year
+2 2018/19

254,317

329,412

335,701

352,349

93

116

120

125

45,548

66,373

68,103

72,144

210,676

262,923

267,477

280,079

13.1 – Manager Water
13.2 – Abstraction and Water Treatment Works
13.3 – Bulk Lines – Storage and Reticulation

2016/17 Medium Term Revenue and
Expenditure Framework

13.4 – Water Purification/storage
13.5 – Water Network/distribution
13.6 – Administration – Water

The additional Table A3A in the municipality’s budget in Excel provides more detail for
each vote. Table 12 provides this detailed information for Vote 13 Water. We are not
going to do a detailed analysis of these figures. But we can see from the table that
most of the operating budget for Vote 13 is spent on operating costs related to the
storage and distribution of water through the bulk infrastructure (13.3 Bulk Lines –
Storage and Reticulation). A small share of the budget is spent on treating the water
(13.2 Abstraction & Water Treatment).
While the analysis above did not raise any budget questions related to the delivery of
water, the most pressing question is around the state of the municipality’s finances.
The budget estimates for 2016/17 are generally much higher that the full-year forecasts and point to significant underspending in 2015/16, as discussed earlier.
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7,671
602,168

341,320
27,031

24,534
9,521
4,329
10,684
368,351

141,767
36,464
42,346
62,957
59,845
23,108
4,050
32,688

Expenditure by Vote
Vote 01 – Executive and Council
Vote 02 – Corporate Services
Vote 03 – Finance
Vote 04 – Technical
Vote 05 – Community
Vote 06 – Public Safety
Total Expenditure by Vote

Expenditure – Standard
Governance and administration
Executive and council
Budget and treasury office
Corporate services
Community and public safety
Community and social services
Sport and recreation
Public safety
Housing
Health
Economic and environmental services
Planning and development
Road transport
Environmental protection
Trading services
Electricity
Water
Waste water management
Waste management
Other
Total Expenditure – Standard

36,464
62,957
42,346
372,680
55,034
32,688
602,168

R thousand

23.54%
6.06%
7.03%
10.46%
9.94%
3.84%
0.67%
5.43%
0.00%
0.00%
4.07%
1.58%
0.72%
1.77%
61.17%
0.00%
56.68%
4.49%
0.00%
1.27%
100.00%

6.06%
10.46%
7.03%
61.89%
9.14%
5.43%
100.00%

Share

2015/16
Full Year
Forecast

Vote Description
Share

7,985
612,246

342,999
28,652

27,515
11,717
4,853
10,945
371,651

142,612
39,589
35,755
67,268
62,482
26,938
3,460
32,084

23.29%
6.47%
5.84%
10.99%
10.21%
4.40%
0.57%
5.24%
0.00%
0.00%
4.49%
1.91%
0.79%
1.79%
60.70%
0.00%
56.02%
4.68%
0.00%
1.30%
100.00%

39,589
6.47%
67,268
10.99%
35,755
5.84%
376,504
61.50%
61,046
9.97%
32,084
5.24%
612,246 100.00%

Budget
Year
2016/17

4.10%
1.67%

0.49%
6.00%

12.15%
23.07%
12.10%
2.44%
0.90%

0.60%
8.57%
-15.56%
6.85%
4.41%
16.58%
-14.57%
-1.85%

8.57%
6.85%
-15.56%
1.03%
10.92%
-1.85%
1.67%

Growth
Rate
15/16-16/17

8,432
646,532

362,207
30,257

29,056
12,374
5,124
11,558
392,464

150,598
41,806
37,758
71,035
65,981
28,447
3,654
33,881

41,806
71,035
37,758
397,588
64,464
33,881
646,532

Budget
Year +1
2017/18

23.29%
6.47%
5.84%
10.99%
10.21%
4.40%
0.57%
5.24%
0.00%
0.00%
4.49%
1.91%
0.79%
1.79%
60.70%
0.00%
56.02%
4.68%
0.00%
1.30%
100.00%

6.47%
10.99%
5.84%
61.50%
9.97%
5.24%
100.00%

Share

5.60%
5.60%

5.60%
5.60%

5.60%
5.60%
5.60%
5.60%
5.60%

5.60%
5.60%
5.60%
5.60%
5.60%
5.60%
5.60%
5.60%

5.60%
5.60%
5.60%
5.60%
5.60%
5.60%
5.60%

8,938
685,324

383,939
32,072

30,799
13,116
5,432
12,252
416,012

159,635
44,314
40,023
75,297
69,940
30,153
3,873
35,914

44,315
75,297
40,023
421,444
68,332
35,914
685,324

Growth
Budget
Rate
Year +2
16/17-17/18 2018/19
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TABLE 13: uMgungundlovu District Municipality:
Operating Expenditure by Vote and Standard Classification

23.29%
6.47%
5.84%
10.99%
10.21%
4.40%
0.57%
5.24%
0.00%
0.00%
4.49%
1.91%
0.79%
1.79%
60.70%
0.00%
56.02%
4.68%
0.00%
1.30%
100.00%

6.47%
10.99%
5.84%
61.50%
9.97%
5.24%
100.00%

Share

6.00%
6.00%

6.00% C
6.00%

6.00%
6.00%
6.00%
6.00%
6.00% D

6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%

6.00%
6.00% B
6.00%
6.00% A
6.00%
6.00%
6.00%

Growth
Rate
17/18-18/19

Operating expenditure by vote and standard classification for
uMgungundlovu District Municipality

•

The breakdown of uMgungundlovu’s operating expenditure by vote and
standard classification shows that the majority of the municipality’s operating
budget is spent on the Technical Vote, and the share remains constant at
around 62 percent from 2015/16 onwards. (A)

•

The second biggest share of operating expenditure goes to the Corporate
Services Vote, with a slight increase of its share from 10.46 percent to 10.99
percent between 2015/16 and 2016/17. (B)

•

The budget for Technical Vote grew at a slightly slower rate than that for
Corporate Services. (A, B)

•

The budget figures by standard classification show us that the provision of
water is the most important function of the municipality, with 56.02 percent
of the operating budget in 2016/17. This is, however, a slight decrease from
its share of 56.68 percent in 2015/16. (C)

•

Overall, the Trading Services (which includes waste water management)
receives more than 60 percent of the budget from 2015/16 onwards. (D)
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TABLE 14: uMgungundlovu District Municipality:
Operating Expenditure Vote 4 Technical
Vote Description

2015/16
Current
Year

R thousand

Full Year
forecast

Vote 4 – Technical

2016/17 Medium Term Revenue and
Expenditure Framework
Budget Year
2016/17

Budget Year
+1 2017/18

Budget Year
+2 2018/19

372,680

376,504

397,588

421,444

27,031

28,652

30,257

32,072

322,835

324,404

342,571

363,125

18,486

18,595

19,636

20,814

4,329

4,853

5,124

5,432

4.1 – Electricity
4.2 – Sanitation
4.3 – Water
4.4 – Technical Management
4.5 – Cemeteries
4.6 – Roads
4.7 – Storm Water

Table 14 provides a summary of the breakdown of the Technical Vote, taken from the
additional Table A3A in uMgungundlovu’s budget. This table clearly shows that the
Water sub-vote receives the largest share of the Technical Vote Operating budget.
Overall, the breakdown of uMgungundlovu’s operating budget confirms that the
municipality allocates the largest share of this budget to the provision of water to all
residents in the municipality. The share of the allocation does not, however, change
much over the years. And this analysis of operating expenditure by vote and standard
classification did not suggest any new budget questions.
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This section contained a lot of tables and information, but we hope Step 11 has
shown you how valuable and informative the budget numbers and tables can be.
When you know how to read and analyse these tables, they open up a whole new
world of information about municipalities’ priorities and their budget choices.
If you think back to the beginning of Step 11, you will remember that when looking
at any budget you are trying to find the answers to the following key questions:

•

Where is the municipality getting its money from?

•

How is the municipality dividing its money – between votes, standard
classifications, type of expenditure, as well as within relevant votes if
possible?

•

What does the way in which the municipality divides its money tell us
about its priorities, and in particular whether the service or issue we
are interested in is a priority?

•

How are the budget and revenue estimates different from previous
years? Have they increased or decreased?

•

Do the estimates for the two outer years of the MTREF period tell us
anything interesting?

•

Are there any other pieces of information that can be useful to our
specific campaign?
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You would have seen from the examples in Step 11, and
possibly from your own process of using analysis to answer
the questions above, that the budget analysis process can
produce a large number of interesting findings. The value
of budget analysis for advocacy, with a focus on a specific
service delivery issue, is that you can quickly see that only
some of these findings will be relevant for your advocacy.
Steps 12 and 13 will focus on how to select the important
findings, and combine them with other key pieces of information, to provide budget findings and asks that you can
use in your advocacy campaign.

REFERENCES: City of Cape Town. 2016. Budget 2016/17 to 2018/19. Available online: http://www.umdm.gov.za/Official_Site/
index.php/access-to-info/budget/annual-budget/2016-2017/22-may-final-budget-document-2016-2017
Emalahleni Local Municipality. 2016. Emalahleni Local Municipality Final Budget 2016/2017. Available online: http://www.
emalahleni.gov.za/online2/index.php/documents/file/554-elm-final-budget-201617
National Treasury. 2012. MFMA Budget Formats Guide. January 2012. Available online: http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Reporting%20Regulations/regulation2012-2013/Documents/Budget%20
Format%20Guidelines_%202012_13.pdf
Republic of South Africa. 2009. Local Government: Municipal Finance Management Act 56 of 2003: Municipal Budget and
Reporting Regulations. Government Gazette 17 April 2009. Available online: http://mfma.treasury.gov.za/RegulationsandGazettes/Municipal%20Budget%20and%20Reporting%20Regulations/regulation/Pages/default.aspx
uMgungundlovu District Municipality. 2016. Medium Term Revenue and Expenditure Forecast 2016/2017 to 2018/2019.
Available online: http://www.umdm.gov.za/Official_Site/index.php/access-to-info/budget/annual-budget/2016-2017/22may-final-budget-document-2016-2017
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SECTION E
Budget advocacy

SECTION A

01

STEP ONE

Step 12:
Budget findings for advocacy

Step 13:
From analysis to advocacy

SECTION A

02

STEP ONE

Section E:
Budget advocacy
Step 12: Budget findings for advocacy
Section D of this guide focused on the process of reading and analysing a municipality
budget. The examples in Step 11 of Section D, show that the budget analysis process can produce a large number of findings. Not all of these findings will be directly
relevant to your specific issue and most of the analysis findings will need some work
before you can use them for advocacy purposes. This is why Step 12 focuses on the
process of turning your budget analysis findings into budget findings for advocacy.
You want to develop a set of findings based on your analysis that anyone can connect
with and understand. To do this your budget findings need to tell a story. Your story
should use evidence from municipal budget documents to illustrate specific details
about the service delivery issue you are trying to address.
This step of the guide is divided into 3 parts. Part 1 of this step will help you choose
the most relevant findings from your analysis. Part 2 will explain and illustrate how to
combine these findings with other key pieces of information to develop a powerful
set of budget findings that you can use in your advocacy campaign. Part 3 will help
you develop a budget ask or question based on your findings. In other words, based
on your findings, what is the budget action you want the municipality to take or the
specific budget question you want the municipality to answer?
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PART 1: CHOOSING THE MOST RELEVANT FINDINGS
Step 11 ended with a reminder of the kinds of questions you want to try to answer
when analysing a municipal budget. These questions can help you choose the findings
that are most relevant for your campaign or advocacy efforts. Below we explore three
of the questions in more detail, and apply them to the BESG and Planact case studies.
a. How is the municipality dividing its money – between votes, standard
classifications, type of expenditure, as well as within relevant votes if possible?
Look at your budget analysis findings and ask yourself the following: is there something interesting or of concern about the way the municipality is allocating its money?
If yes, is this finding relevant to the specific service delivery issue you are focusing
on? If yes again, you may have found an important budget finding for your advocacy
efforts.
Drawing on the budget analysis findings discussed in Step 11, below are the findings
that might be of particular interest to BESG and Planact. Keep in mind that sometimes
the most relevant findings are in plain sight and do not require much analysis, and
sometimes you need to look at a few findings together to see their relevance.
If you need a reminder about the details of the BESG and Planact cases you can refer to the
Introduction of this guide.

BESG:

•

In 2016/2017 uMgungundlovu District Municipality is allocating R79,5 million
from the Equitable Share as subsidies for basic services to poor households. Of
this they are allocating R16.7 million to provide free basic water to poor households.

•

In 2016/2017 uMgungundlovu District Municipality is allocating R48 million of
their technical services budget for debt impairment, this is 13 percent of the
total technical services budget.

Planact:

•

In 2016/2017 Emalahleni Local Municipality is allocating 1 percent of their
water services operating budget to contracted services.
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b. What does the way in which the municipality divides its money, tell
us about its priorities?
Look at the specific findings you have identified in response to the question above,
and then ask yourself the following: based on the way the municipality is allocating
its money, can you say something about the municipality’s priorities in relation to the
service delivery issue you are focusing on?
Below are responses that would be relevant for the Planact and BESG cases.

BESG:

•

We can see that uMgungundlovu District Municipality is only allocating a
small portion (21 percent) of the Equitable Share money they have set aside
for basic services, to free basic water for poor households. This even though
water is the only basic service the municipality is responsible for. This suggests
that the municipality is using money intended for free basic services to poor
households, for something else.

•

We can see that the municipality has allocated a significant amount of money
for debt impairment in technical services, the municipal division responsible
for water delivery. If we look at the findings in the next question, we also see
that this share has increased from the last financial year.

Planact:

•

Emalahleni Local Municipality is allocating a very small share of their water
services budget to contracted services. This suggests that they are not prioritising the delivery of water by water tankers, which is an outsourced service.
This is how water is delivered to Masakhane, and other informal settlements
in the municipality.

c. How are the relevant budget allocations different from those of
previous years?
Is there anything that stands out, or raises alarms bells, if you compare the allocations
and revenue from previous years to the estimates for the current financial year?
Below are some points of interest for BESG and Planact if we compare the current and
previous financial years.

BESG:

•

The 2016/2017 uMgungundlovu District Municipality’s allocation for debt
impairment in the technical services budget has grown by 27.6 percent since
2015/2016, from an 11 percent to a 13 percent share of the total technical
services budget.

Planact:

•

In 2015/2016 Emalahleni Local Municipality had an operating surplus of R704
million, while in 2016/2017 it has budgeted for a R50 million deficit. This large
shift indicates either financial instability or large expenditure on new projects
or services.
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PART 2: USING ADDITIONAL INFORMATION TO DEVELOP FINDINGS
FOR ADVOCACY
Once you have a list of the relevant budget analysis findings, the next step is to see
if you can connect these findings to each other, or add additional information, to
make the findings more meaningful and more powerful. You want to develop a set
of findings that anyone can connect with and understand and to do this your budget
findings need to tell a story.
Based on the findings identified in Part 1 of this step, below we illustrate how BESG
and Planact might use an additional piece of information to further develop their
budget findings.

BESG
For BESG, household statistics in the uMgungundlovu municipality’s budget offer a
valuable additional piece of information. There are 247 274 poor households in the
municipality, which is 81.5 percent of the total households. These statistics can be
found in the narrative of uMgungundlovu’s 2016/2017 budget document, and you
can see this information in Figure 34 in Step 9 of this guide. If we combine this household information, with the information we identified in Part 1(a) of this step, it allows
us to develop the first budget finding for advocacy.

BESG finding 1: For the provision of free basic water to poor households,
uMgungundlovu District Municipality is only using R16.7million (21 percent)
of the money they say they are allocating from the Equitable Share for basic
services (R79.5 million). This contrasts starkly with the fact that 237 274 poor
households, 81.5 percent of the households in the municipality, need free basic
water.
For BESG we can develop a second finding for advocacy by combining pieces of Part
1(a) and Part 1(c).

BESG finding 2: uMgungundlovu District Municipality has allocated R48 million for debt impairment in the technical services budget for 2016/2017. Since
2015/2016, this allocation has grown by 27.6 percent, from an 11 percent share
of the total technical services budget to 13 percent.
Because water is the main basic service that uMgungundlovu District Municipality is responsible for, this suggests that there is a large amount of money available to write off bad debt related to water services.
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Planact
For Planact, it may be useful to include information about the number of households
who are receiving less than the minimum service level of access to water in the Emalahleni municipality. This information can be found in Table A10 in the Emalahleni
budget. Figure 35 below is a screenshot of the table and the relevant figures are
circled in red. Here you can see that the total number of households below the minimum services level is 13 966, which we can work out to be 11.3 percent of the total
number of households (123 470) shown in Table A10. If we combine this additional
piece of information, with the budget finding in Part 1(a), we can develop the first
budget finding for advocacy.

Figure 35: Screenshot of Table A10 in the Emalahleni Budget

Planact finding 1: Only 1 percent of the water services operating budget
is going to contracted services, with no increase between 2015/2016 and
2016/2017, while 11.3 percent of households have less than the minimum
service level of access to water.
The water services budget for contracted services includes the money used for
tankers to deliver water to informal areas which do not currently have access
to a tap or other permanent source of water. The water currently delivered to
these areas by tanker is insufficient for the needs of the community and delivery
is irregular.
When analysing a budget for findings related to a specific service delivery issue, you
may also discover some alarming public finance management issues. These problems
could be of such concern that not raising them would undermine your other budget
analysis findings. This was the case with the analysis of the Emalahleni budget, as relevant to the Planact case. One example of this can be seen if we combine the budget
analysis findings in Part 1(c), but there were many more to choose from.

Planact Finding 2: There appears to be a questionably large surplus of R704
million in the Emalahleni Local Municipality operating budget for 2015/2016 but
then a R50 million deficit is budgeted for in 2016/2017. This is linked to the fact
that in their 2016/2017 operating budget Emalahleni have budgeted to spend
more than double of what they supposedly managed to spend in 2015/2016,
according to their 2015/2016 pre-audit budget figures.
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The composition of these findings, for BESG and Planact respectively, shows how
you might contrast one of your budget analysis findings against relevant information
illustrating need (e.g. household data), and then add a small piece of narrative that
contextualises these figures for a reader. Or you might contrast budget findings from
an analysis of the current budget, against budget findings from an analysis of the previous year’s budget, to indicate a point about prioritisation or maybe to raise a broader public finance management concern.

PART 3: DECIDING WHAT YOU WANT GOVERNMENT TO DO
Now that you have your set of budget findings for advocacy, let’s think about what
you might want to ask the relevant municipality to do to address the issues you raise
in your findings. These budget ‘asks’, will be completely dependent on your analysis
findings and the specifics of your findings for advocacy. This makes it difficult to provide a rule or a recipe for how to develop your ask.
One thing you don’t want to do when developing your budget ask, is fall into the trap
of asking for what you do not want. In other words, don’t focus on what you want
the municipality to stop doing, but instead on what you want the municipality to do.
For example, do not say this allocation is too low and we think that is bad, so we do
not want you to do things this way. Instead say, this allocation is too low and so we
want you to increase the allocation.
Below are some examples of what a budget ask might look like in the BESG and
Planact cases. These examples should help you think about how you might formulate
your own budget ask or question. Keep in mind that these budget ask examples are
formatted as short punchy asks for advocacy purposes. You may also want to share
more detailed or specific information with government or other relevant stakeholders
if they show a willingness to engage on this issue.

For BESG finding 1, their budget ask to uMgungundlovu District Municipality
might be formulated as:

•

Use a bigger share of the portion of the Equitable Share allocated for basic
services to poor households for the provision of free basic water.

•

Use part of the Equitable Share allocated for basic services to poor households to write off the debt of poor households that qualify for free basic
water.
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For BESG finding 2, their budget ask might be formulated as:

•

Prioritise the use of money allocated to debt impairment in the technical services budget to write off the debt of poor households entitled to free basic
services.

Related budget questions for the municipality might be: whose bad debt is this debt
impairment allocation being used to write off? Is it the bad debt of poor households
entitled to free basic services or is it the bad debt of non-poor households?

For Planact finding 1, their budget ask to Emalahleni Local Municipality might be
formulated as:

•

Allocate more of the water services operating budget to contracted services
so that the delivery of water in tankers to informal settlements can be increased and improved.

A related budget question for the municipality might be that they provide a breakdown of the allocation for contracted services, showing specifically how much of this
amount is going to tankers for informal settlements. Another question might be, does
the allocation for emergency water supply fall under contracted services? As you can
see from these questions, in the case of the Emalahleni, budget information was very
limited.

For Planact finding 2, you might want to start by asking questions like:

•

Does the budget document provide an accurate reflection of the municipality’s finances?

•

Are the figures indicated as the pre-audit outcome an accurate representation of the state of the finances?

Once you have selected the relevant budget analysis findings and formulated the
budget findings, asks, and questions that you will use for your advocacy, it is time to
plan your advocacy actions. Step 13, the final step of this guide, will help you develop
a plan or strategy for the best way to use your budget findings to change the relevant
municipal budget.
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Step 13: From analysis to advocacy
We started on this journey of analysing local government budgets, not just because
we want to understand them, but also because we want to change these budgets so
that better and more services can be delivered to poor communities. Steps 1 to 12
focused on unpacking the service delivery issue, exploring the municipal context, and
understanding and analysing a municipal budget. Now, as the final step of this guide,
let’s look at how we can use all of that to try and change a municipal budget.
A well-thought-out plan or strategy can help us make good decisions about how to
change government budgets. In his book Good Strategy/Bad Strategy, Richard
Rumelt says that every good strategy has three parts:

Accurate analysis, a guiding policy, a coherent action.
Let’s look more closely at what this means.

Accurate analysis:
This means that you must understand the problem that you are trying to fix. In the
context of this Guide, it means that you need to determine the following:

•

The specifics of your service delivery issue, which was the focus of Section
A of this Guide. For example, members of the Mpolweni community, who are
eligible for free basic water, are being erroneously charged for water usage.

•

Which budget allocations need to increase and by how much, which was
the focus of Sections C and D of this Guide. For example, in the BESG case this
would be an increase in the allocation for the provision of free basic water to
poor households in the municipality.

•

Where the money could come from to make up this increase, which was
the focus of Sections C and D of this Guide. For example, in the BESG case the
increase for free basic water could come from the share of the Equitable Share
that the uMgungundlovu District Municipality is allocating for basic services.

•

Who in the municipality can make the decision to increase this budget
allocation, which was the focus of Sections B and C of this Guide. For example, in uMgungundlovu District Municipality the budget allocated to free basic
water depends heavily on decisions taken by the manager of the Department of
Technical Services (Mr. Mbambo), the member of the executive committee who
is the head of the Infrastructure Portfolio Committee (Councillor Zungu), and
the mayor (Councillor Maphumulo).
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Guiding policy:
A guiding policy is an idea of what will bring about the change that you want to see.
What will motivate the government to make the budget increase that you think is
necessary?
There can be many parts to your answer. Maybe you think that the head of the
Department of Technical Services in uMgungundlovu District Municipality will make
this change to the budget if the executive committee member who leads the portfolio committee, that oversees the Technical Services Department, tells him to do it.
This may work, but to do this you need to find out what will motivate the executive
committee member to do this. In Step 5 we discussed some of the information that
you might want to gather about a municipality and the relevant municipal officials to
improve your advocacy strategy. Below is a scenario of how you might use the information available to you to develop a guiding policy.
Let’s say you are concerned about water delivery to an informal settlement in municipality X. The local council is ANC controlled. But the local ANC does not care about
the informal settlements in their municipality, nor the people that live there, because
these communities do not normally vote for the ANC. They vote for the EFF because
they are unhappy with service delivery to their areas. However, the provincial leadership of the ANC feels differently about these informal areas and the people living in
them, because they are in closer contact with the ANC nationally who are aware that
the ANC will need all the support that it can get in the 2019 national elections.
This scenario would lead one to a guiding policy of working with the provincial ANC
so that they influence the local ANC council who will in turn instruct the relevant officials. The reasons why you would select this guiding policy is because in this scenario
the provincial ANC are the actors who are most likely to see the value for themselves
of taking up this issue. They are also likely to have the necessary relationships and
influence to be able to access and convince the municipal decision makers who have
direct responsibility for the service (this might not have been the case if the municipality was run by the DA).
Beware of some common traps with guiding policies. Just doing a budget analysis will
not be enough. You may be proud of your analysis and its findings may be very clear
and convincing, but research and budget analysis on their own are seldom enough
to bring about change. In the same way, getting your analysis on the television or in
the newspaper will not be enough. Publicity and public attention can be powerful,
but you need to think carefully about whether this is the best tactic to bring about
change.
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Coherent action:
To carry out your guiding policy, you need to identify a set of actions. And these
actions need to be coherent. That means that they should work together, not against
one another.
To put the guiding policy example from above into action, you would need to build a
relationship with the provincial ANC and bring the problem of water delivery to informal settlements in municipality X to their attention. To convince them that increasing
the budget for water delivery to informal settlements will benefit them in the election, you could also do some research showing, for example, that the majority of the
people living in these informal settlements and experiencing issues with the delivery
of water have voted for the EFF. And that where people are happy with services, they
have tended to vote for the incumbent ANC council.
Remember that you want to make sure that your actions are coherent. So if you are
taking the approach of trying to build a relationship and line of communication with
the ANC (or any other political party for that matter), choose actions that support this
approach and avoid ones that do not. For example, you would not want to attack the
ANC on Twitter or in the media, or organise mass marches to their offices, as these
actions would undermine or contradict your approach.

Do not kick an open door…. Or walk into a closed one…
One last thought. Civil society organisations often have a confrontational relationship
with government. They assume that government has a hostile agenda and that they
would need to pressure government to bring about change. This may be true, but it is
not always. Sometimes government is simply not aware of a problem and it might be
enough to have a conversation with the relevant people in government to bring the
problem to their attention. So the lesson is not to scream at people that are prepared
to talk to you.
But the opposite is also true. Talking nicely is not always enough. Doing good analyses
of budgets and presenting them to government will not be enough when government
is wilfully ignoring the facts and pursuing other agendas. In these cases, we need to
do more than talk nicely. We need to find out what would motivate a change in
government.

REFERENCE: Rumelt, Richard P. 2011. Good Strategy/Bad Strategy: The Difference and Why It Matters. New York: Crown Business.
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