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CHAPTER 1: INTRODUCTION
•

Submission made in terms of:
– Section 214(1) of the Constitution (1996)
– Section 9 of the Intergovernmental Fiscal Relations Act (1998)
– Section 4(4c) of the Money Bills Amendment Procedure and Related Matters
Act (Act 9 of 2009)

•

Theme of 2022/23 Submission: The effects of COVID-19 and the changing
architecture of subnational government financing in South Africa
– The pandemic has posed many challenges, including the efficacy of the macrofiscal system in accommodating the pandemic-induced challenges
– Questions abound on the impact of the pandemic on one of the state’s
fundamental obligations: the progressive realisation of citizens’ basic rights as
enshrined in the Constitution
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OUTLINE OF THE SUBMISSION
Part 1: Macroeconomic Impacts of COVID-19
• Measuring the Macroeconomic and Fiscal Impacts of COVID-19 in South Africa
• Measuring the Effectiveness of Government Expenditure for Performance
Part 2: COVID-19 Impacts and Local Government
• The Impact of the COVID-19 pandemic on the Local Economy

Part 3: COVID-19 Impact People’s Lives (Bill of Rights)
• Addressing Gender Inequality through Gender Budgeting in the Public Sector
• Testing the Means Test: Social Assistance in South Africa and COVID-19
• COVID-19 and Food Security
• Water and Sanitation Access, Distribution Efficiencies and Tariff Setting in South Africa
Part 4: Oversight and Leadership

• The Role of Intergovernmental Oversight and Support in Avoiding a Section 139 Intervention
• Leadership, Management and Governance for Sustainable Public Service Delivery
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CONTEXT WITHIN WHICH SUBMISSION IS
TABLED
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CONTEXT: GROWTH IN GROSS DOMESTIC
PRODUCT (GDP)
% Contributions to GDP Growth
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Following large contractions in 2020 due to the Covid-19 global pandemic, and measures instituted to mitigate
its spread, the South African economy has begun to show signs of a recovery. Despite this being the third
consecutive quarter of positive growth, the South African economy is 2.7% smaller than it was in the first
quarter of 2020
On the demand side, household consumption and changes in inventories have supported the recovery. In the
first quarter of 2021, household consumption contributed 3,0% to total growth. Changes in inventories in the
first quarter contributed 8,7 percentage points to total growth. Imports contributed negatively (-6.8%)
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CONTEXT: GDP BY INDUSTRY
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The finance, mining and trade industries were the main drivers of output on the supply side of the
economy. Eight industries recorded positive growth between the fourth quarter of 2020 and the
first quarter of 2021
The finance industry increased by 7.4% and contributed 1.5 percentage points to GDP growth
The mining industry increased by 18.1% and contributed 1.2 percentage points to GDP growth.
The trade industry increased by 6.2% and contributed 0.8 of a percentage point to GDP growth
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CONTEXT: UNEMPLOYMENT RATE 2021
QUARTER 1
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The official unemployment rate increased from 32.5 in quarter 4 of 2020 to 32.6% in the first
quarter of 2021
The unemployment rate according to the expanded definition of unemployment increased by
0.6 percentage point to 43.2% in quarter 1 of 2021 compared to quarter 4 of 2020
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CONTEXT: BUDGET DEFICIT AND GROSS DEBT
TO GDP
Deficit as a % GDP Growth
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•

•

The consolidated budget deficit, which reached a record 14% of GDP in 2020/21, is project
to narrow to 6.3% of GDP in 2023/24
Government gross debt has increased to 80,3% in the 2020/21 financial year from 63,3% in
the 2019/20 due to Covid-19. The National Treasury expects gross government debt to
stabilise at 88.9% of GDP in 2025/26
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CONTEXT: PROVINCIAL AVERAGE ANNUAL
GROWTH (2020)
Provincial Average Growth (2020)
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• In 2020, all provinces experienced a negative growth. The negative growth was
mainly driven by the Covid-19 pandemic and the restriction imposed
• Free State, North West and Mpumalanga experienced contraction above the national
average in 2020.
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NUMBER OF ARRIVALS AND DEPARTURES OF
TRAVELLERS BY YEAR OF TRAVEL, 2006 – 2020

10

PROVINCIAL UNEMPLOYMENT RATE 2021
QUARTER 1
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Provinces with the highest unemployment rates are Eastern Cape, Free State and Gauteng,
whereas Northern Cape and Western Cape have the lowest unemployment rates.
The high fluctuations in unemployment rate of provinces suggest fragile and uncertain
economic path in terms of growth going forward.
11

CHAPTER 2: MEASURING THE MACROECONOMIC AND
FISCAL IMPACTS OF COVID-19 IN SOUTH AFRICA

12

FOCUS OF THE CHAPTER
•

The COVID-19 pandemic and imposition of the nationwide lockdown triggered
the most significant recession in South Africa’s economic history. Inefficiency in public sector
service provision, combined with the pandemic’s shock on overall productivity, led to the
highest levels of unemployment, poverty and inequality

•

Since the onset of the pandemic, the government has been forced to balance, on the one hand,
the need to implement policies aimed at protecting the population’s health and safety, and on
the other, the need to minimise the negative economic consequences of the lockdowns. This
exposed many structural weaknesses in the economy that undermine a recovery

•

There is uncertainty about what the financial and fiscal roadmap should look like to ensure that
policy priorities are realised. This necessitates investigation into the economic, financial
stability and fiscal position, using the most recent empirical data, to inform policies for
recovery in South Africa

•

The chapter highlights key macro-financial stability and fiscal indicators that measure the
impact of COVID-19 and examines the determinants of public debt to identify some markers
for fiscal and financial credibility in terms of our intergovernmental fiscal system
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FINDINGS: THE MACROECONOMIC IMPACT
Contributions to Demand Growth, Q1 2014 – Q4 2020
(in %, Year-over-Year)

 Supply and productivity were
adversely affected through mass
unemployment and deficiencies in
total factor productivity growth

 Shocks
to
consumption
and
investment in 2020 Q2 contributed to
the fall in aggregate demand.
Depletions in inventory stocks and a
lack of imports undermined a swift
growth recovery through consumption
(see Figure)
 Long run, potential output is projected
on a downward trend, at –0.5%. The
likelihood of a sustained economic
recovery is improbable

Source: South African Reserve
Commission's Calculations

Bank

(2021)

and
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FINDINGS: THE FINANCIAL AND FISCAL IMPACT
Fiscal Impulse, Primary and Cyclically Adjusted (CA)
Primary Balances (in % of potential GDP), 1995-2020,
2020 revised estimate & 2021 MTEF

 Examining financial stability shows that
producer prices rose as a result of lockdowns,
adversely affecting consumer purchasing power.
Higher consumer prices affected affordability of
goods for poorer households
 The fiscal space in terms of the primary balance
deteriorated even further with the onset of COVID19 (see figure). As a result, the fiscal impulse has
been compelled towards a consolidatory stance at
the end of 2020
 An increase in the concentration and dependence
on personal income tax (PIT) and value added tax
(VAT) for public revenue generation has
made fiscal revenue more vulnerable to COVID-19

 Research
also
found
that
fiscal
leakages undermine the positive spill-over effects
that economic growth has on reducing the public
debt burden. This also affects investor behaviour,
which further dampens growth prospects and the
effects of a stimulus
Source: National Treasury (2021) and Commission's
Calculations

CHAPTER 2: RECOMMENDATIONS
•

The Commission calls for active engagements between the three spheres of government to
ensure the formalisation and alignment of provincial and local government economic
reconstruction and development plans with the Economic Reconstruction and Recovery Plan
(ERRP), with resource commitments in the 2022/23 Division of Revenue

•

The 2022/23 Division of Revenue should, in promoting economic growth, be more specific in
supporting local demand and localised product procurement in order to support value
chains. The Minister of Finance should explore the use of the budget as an instrument to
incentivise localised product procurement

•

The Minister of Finance eliminate fiscal leakages and inefficiencies by adopting the following
measures:


A decisive and coherent strategy of fiscal reprioritisation,



Fiscal consolidation and targeting cuts where performance is questionable,



Eradicating duplication of functions (by merging and downsizing departments),



Investment in the use of technology to improve the capability, and



Eradication of contract mismanagement and procurement irregularities

16

CHAPTER 3: MEASURING THE EFFECTIVENESS OF
GOVERNMENT EXPENDITURE FOR PERFORMANCE
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FOCUS OF THE CHAPTER
This chapter has four key areas of focus, namely:

1. The fiscal multiplier effect in relation to economic growth and social
development in South Africa
2. Alignment and effectiveness government’s performance indicators in
representing their mandates and purposes

3. The size and shape of the wage bill
4. Programme and performance-based budgeting (PPBB) in relation to the
efficiency and effectiveness of government expenditure
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FINDINGS
•

In terms of statistical regression results, the multiplier effect of government expenditure on
GDP growth is positive in most periods. Additionally, its impact on poverty has been largely
negative over time, ie. reducing poverty. Regarding unemployment, the government
expenditure multiplier is generally negative, but weakly positive in certain years, indicating
that government expenditure reduces unemployment, although it is somewhat uncertain in its
effect

•

The efficacy of KPIs reveals that departments are meeting their projected annual targets. Of a
total of 55 effectiveness scores reported in two annual reports, seven of these showed
underperformance, while the majority (32) showed that the departments were over-performing

•

South Africa’s wage bill as a percentage of GDP is high and increasing, relative to other
countries. Provincial government employees receive the highest share of government’s
compensation of employees’ expenditure

•

Spending efficiency in terms of economic activity appears to be operating relatively
efficiently (approximately 80% efficiency). The least efficient spending was that targeting the
poverty headcount (50% efficiency), poverty gap (with a low of 60%) and inequality (with a
low of 70%)
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FINDINGS
General Government Compensation of Employees Expenditure (in % of GDP), 2005-2019

Source: International Monetary Fund (2021)
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CHAPTER 3: RECOMMENDATIONS
•

The Minister of Finance should ensure that departments enhance the
consistency and coherency of their key performance indicators (KPIs) to the
financial commitments of their budgets, via the Medium-term Expenditure
Framework (MTEF) Technical Guidelines. Indicators that incentivize a target that
is costed are encouraged as opposed to merely indicating progress on a specific
objective.

•

Regarding the size and shape of the wage bill that impacts on the Division
of Revenue, the Minister of Finance should review the public sector wage
bill across all spheres of government with the view to reduce expenditure on noncore functions, for there is researched justification for the consolidation of the wage
bill.

•

In terms of the fiscal multiplier effect, the currently low returns or multiplier effect
of expenditure on the gross domestic product (GDP) is of concern. This needs
further investigation by the Minister of Finance, especially as the
economic environment going forward due to COVID-19 is still changing.
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CHAPTER 4: THE IMPACT OF THE COVID-19
PANDEMIC ON THE LOCAL ECONOMY
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FOCUS OF THE CHAPTER
• The coronavirus pandemic has exposed many gaps and inadequacies in the local
government fiscal framework (LGFF). Prior to the onset of the pandemic, the LGFF
was in a precarious state
• Many municipalities were unable to fulfil their constitutional mandate. The
pandemic has worsened the situation of local government
• Questions abound on the fiscal costs of the pandemic on municipalities:
– What is the impact of the coronavirus pandemic on the LGFF?
– How can the LGFF be sufficiently repositioned to turnaround the local
government sector?
• Hence, the need to undertake a comprehensive and systematic analysis of the fiscal
costs of the pandemic with a view to making recommendations on how the LG can
recover from the crisis
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IMPACT OF COVID-19 ON MUNICIPAL
EXPENDITURES
• As of December 2020, the local
government sector had incurred
close to R25 billion in Covid-19
related expenses
• As expected, the metros accounted
for the largest portion of Covid-19
related expenses
• The 8 metros accounted for 64% of
Covid-19 spending between March
and December 2020. Not surprising
considering that metros account for
40% of South Africa’s population
• Spending growth: in almost all
categories
of
municipalities,
spending trends were obviously
pushed up during the pandemic
period
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IMPACT OF COVID-19 ON MUNICIPAL OWN
REVENUES
•

•

•

•

The impact of the Covid-19 pandemic
has been more pronounced on the
revenue side
The Covid-19 related revenue
pressures can partly be illustrated by
evaluating revenue collection rates
Metros and intermediate cities were
hardest hit. Intermediate cities which
were collecting 88% before Covid-19
(and albeit far below the 95% norm)
were collecting only 71% during the
first 3 months of Covid
However, metros and intermediate
cities have rebounded - suggesting
some financial resilience which they
owe to a diversified revenue base and
better stronger performance prior to the
pandemic
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IMPACT OF COVID-19 ON MUNICIPAL AND
CONSUMER DEBT
• Another variable that can be vulnerable to the pandemic is the debt- both consumer and municipal debt
• More often a shock, such as a pandemic cuts the flow of finances from consumers, causing
municipalities to default on their payments to their creditors
• Many practitioners noted this challenge. In fact, virtually all municipalities interviewed noted an
increase in consumer debt which created a huge shortfall in their accounts. In turn this led the
municipalities failing to service their debt to Eskom and Water Boards
• Diagrams indicate that the
(b) Failure to make any other payment > 40% of
(a) Municipalities Failing to make payment > 40%
operating expenditure (s140(2)(c)) based on
of operating expenditure (s140(2)(c)) based on Pronumber of municipalities owing
Full Year Adjusted Budget
Rata Adjusted Budget shortly before Covid
Eskom more than 40% of their
40
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38
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60
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35
increased from 34 during the
50
50
30
28
period before Covid-19 to 50
24
during the Covid-19 period.
40
25
34
32
• Similarly, the number of
20
30
municipalities owing the Water
19
15
13
Boards more than 40% of their
20
11
14
operational expenditures,
10
10
increased from 14 during the
5
0
period before Covid-19 to 19
ESKOM
Water Boards
Total creditors
0
> 40% Opex
> 40% Opex
> 40% Opex
during the Covid-19 period.
ESKOM
Water Boards
Total creditors
> 40% Opex

March ' 2020

December '2020

> 40% Opex

March ' 2020

> 40% Opex

December '2020

26

DISCUSSION
•

•

•

Promoting Local Economic Growth
– The Covid pandemic has shown us the necessity for municipalities to move away from the status
quo and challenge the traditional way of doing things
– Considering the current constrained fiscal environment, municipalities should attract investments
by prioritising options that come with little or no price tags, such as changing regulations that
hinder economic activity: e.g. streamlining red tape, reducing time frames for getting permits or
licences, and reducing the compliance burden of their regulations.
Revenue enhancement
– Need for government to consider new revenue tools on a municipality-by-municipality basis
– Diversifying revenue mix: Municipalities should explore options for new revenue sources - FFC
previous recommendations
– Need for municipalities to undertake a detailed and unbiased analysis of the services they provide
with a view to aligning their responsibilities, services and programs with their financial
capabilities.
– Other revenue enhancement strategies can include the selling of redundant assets, and creating new
revenue generating infrastructure
Embracing e-government.
– E-government improves financial resilience through multiple avenues, including digitising
municipal administration and payment systems. Municipalities should embrace automation and
27
online platform models

RECOMMENDATIONS
• Municipalities should undertake a detailed and unbiased analysis of the services they provide to
align their responsibilities, services and programmes to their financial capabilities. National
and provincial treasuries, the Department of Cooperative Governance and Traditional Affairs
(CoGTA) and the South African Local Government Association (SALGA) should ensure that
municipal organograms, staffing levels and the compensation of employee budgets are set at
levels that do not crowd out service delivery expenditures. In addition, these role players should
ensure that municipal budgets are credible and based on realistic revenue collection rates.
National and provincial treasuries, CoGTA and SALGA should support and monitor progress in
this regard
• Municipalities should stimulate local economic growth by creating investment-friendly
conditions and streamlining regulations that impede investments within their jurisdictions
• Municipalities should consider additional revenue-enhancing strategies, such as the selling of
redundant assets and creating new revenue-generating infrastructure
• National Treasury, through the Municipal Systems Improvement Grant (MSIG), should support
municipalities to embrace e-government (digitalisation) and diversify their revenue mix as part
of building the financial resilience of local government
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CHAPTER 5: ADDRESSING GENDER INEQUALITY
THROUGH GENDER BUDGETING IN THE PUBLIC
SECTOR

29

FOCUS OF THE CHAPTER
•
•

•
•
•

•
•

•
•

In South Africa, women continue to bear a disproportionate burden of the triple challenges of poverty,
unemployment and inequality
Government has committed to gender equality by being a signatory to various international agreements and
passing domestic anti-discrimination laws, as well as initiating various programmes to empower women
and other marginalised groups in society
Despite these commitments and initiatives, gender inequality remains very high in South Africa
Evidence advanced so far indicates that the COVID-19 pandemic has worsened the problem of gender
inequality
The benefits of gender equality are many and span individuals, firms and nations. It is both a value and a
right. Gender equality is a “prerequisite for the health and development of families and societies, and a
driver of economic growth” (OECD 2012)
One of the avenues that have been adopted globally to turn the gender equality commitments into reality
has been the budgets, specifically so-called gender-responsive budgeting (GRB)
This chapter assessed the effectiveness of key departmental budgets in addressing gender equality
commitments as well as the adequacy of the legislative, policy and institutional frameworks in promoting
GRB in government
The focus was case studies of the budgets of five departments – DBE, DoH, DSD, DWYPD and DJ&CD;
and one constitutional institution (the Commission for Gender Equality (CGE);
Recommendations were made on how the budgets of national departments can be repositioned to
effectively address gender inequalities
30

FINDINGS
The study revealed four crucial issues about government budgets and gender issues:

Limited Mainstreaming of Gender Issues
•

Firstly, there is limited mainstreaming of gender issues in departmental budget
processes. The main reason for this is that departments generally lack genderdisaggregated data and information to enable the implementation of genderresponsive planning – followed by budgeting, monitoring, evaluation and auditing.
The lack of gender-disaggregated data hinders the effective translation of gender
commitments into budgetary allocations. GRB is difficult, if not impossible, to
undertake without an institutional plan to effect the engendering of service delivery
programmes supported by gender-disaggregated information

Limited Gender Disaggregated Data
•

Secondly, the analysis indicated that gender-disaggregated information could be
found in other domains or within the working knowledge of departments, but such
information is seldom integrated into the strategic documents of departments to
allow gender-responsive budgeting processes. For instance, Statistics SA and the
CGE generate reports with gender-disaggregated data, which could be helpful to
various departments, but departmental systems are not sufficiently mature to
integrate such data
31

FINDINGS
Lack of Detailed Departmental Gender-specific Performance Indicators
• Thirdly, the departmental performance indicators are not sufficiently detailed in providing
data on the number of women and girls who benefit from their programmes. The DoH, for
example, uses various indicators to monitor the progress of its programmes. However, these
indicators, except for programmes explicitly focused on women, cannot be used to determine
who benefits from the budget in terms of women and men. Similarly, the programmes in the
DBE's Annual Reports and Annual Performance Plans have defined indicators with set targets,
but such indicators are not disaggregated to enable a determination of the beneficiaries of
these services and facilities in terms of gender. The DWYPD is at the heart of coordinating
gender equality efforts in the country. It has various indicators related to each programme and
targets set, such as the number of reports on interventions and economic opportunities for
women produced and the number of programmes conducted. The Department is expected to
take the lead in coordinating the implementation of the government's gender equality
commitments, including through initiatives such as GRB
Legislative, Policy and Institutional Framework on GRB
• Fourthly, Gender equality and women's empowerment are often an afterthought or relegated
to a sector or specific outcome rather than an integral component across all government
sectors. Oversight on gender equality and women empowerment also tends to be limited to the
Portfolio Committee on Women, Youth and Persons with Disabilities, yet it should be cutting
across all committees of the Parliament of the Republic of South Africa. The CGE is
mandated to promote gender equality and advance the protection, development and attainment
of gender equality in South Africa. However, the CGE budget is mainly consumed by the
compensation of employees, and the risk of such a high compensation of employees' budget is
that it may crowd out other important priorities and mandate of the Commission
32

CHAPTER 5: RECOMMENDATIONS
•
•

•

•
•

The DWYPD and the DPME should finalise the institutionalisation of gender-responsive
planning throughout national and provincial government as envisaged by the GRPBMEA
National Treasury, together with the DWYPD and the DPME, should spearhead the
implementation of GRB and mainstreaming GRB throughout the entire scope of the budget
process as it applies to the national and provincial government. In collaboration with the
Department of Cooperative Governance and Traditional Affairs, GRB implementation and
mainstreaming should be extended to the local government sector
National Treasury should create an enabling environment to institutionalise the GRPBMEA.
This may include developing an overall budget framework for the model to be implemented
across the budget cycle and MTEF processes, including the revision of the format of Estimates
of National Expenditure to give specific expression to the advancement of gender equality
The National Treasury and the DWYPD should consider the introduction of a formal gender
auditing process to be conducted by a relevant independent institution in respect of the nonfinancial performance information of departments, entities and municipalities
The DWYPD should coordinate and spearhead initiatives focused on the capacity building of
political and administrative leadership on gender-responsive planning, budgeting,
monitoring, evaluation and auditing at all levels of government. Such initiatives are to include
the training of budget officers on GRB and the use of gender-disaggregated data in the budget
process
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CHAPTER 5: RECOMMENDATIONS
•

•

The DWYPD should, on an annual basis, prepare a comprehensive report on how the Division of
Revenue Bill responds to gender inequality and how fiscal policies translate the government's
gender equality commitments. The report should be tabled for consideration by the relevant
Committees of Parliament
The DWYPD, together with Stats SA, should provide explicit guidelines for collecting and
integrating gender-disaggregated data to ensure the visibility of girls and women in government
programme execution and in budgeting processes within the government. The Department
should also invest in statistical capacity-building in government to improve the measurement of
gender equality indicators and the collection of gender-disaggregated data
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CHAPTER 6: TESTING THE MEANS TEST: SOCIAL
ASSISTANCE IN SOUTH AFRICA AND COVID-19
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FOCUS OF THE CHAPTER
•

The pandemic forced the South African government to rely more heavily on social grants to offset
negative income shocks experienced by poor households and individuals. Existing grant payments
were temporarily increased for six months, from May to October 2020, and a new COVID-19
SRD Grant was introduced to cover unemployed individuals who fell outside the pre-existing
social safety net

•

South Africa’s permanent social grant system covers 18 million people, which is equivalent to
almost one in every three South Africans (SASSA, 2020). Coverage increased to 24 million by
December 2020 when the temporary COVID-19 Grant is included

•

Almost all social grants in the country rely on a relatively simple means test as a targeting device
to determine eligibility. To an extent, the negative impacts of COVID-19 have necessitated a
reconsideration of poverty and vulnerability, as previously non-poor South Africans experienced
severe income shocks, or a permanent loss of livelihoods (Bhorat, Oosthuizen & Stanwix, 2020)

•

It is thus important to understand how well the existing grant system covers vulnerable South
Africans, and whether the current means-testing approach ensures that the poorest receive grants
with no significant leakage to those who are ineligible. Furthermore, it is important to understand
how the grant system was temporarily adjusted to reach those impacted by the pandemic, as well
as how well targeted this effort has been
36

FINDINGS: TESTING THE MEANS-TEST

•

•

•

Previous research shows that the social
grant system in South Africa is
progressive, and has a range of direct and
indirect positive impacts on recipients and
their households.
The upper bound limit for the means-tests
for all grants is above even the highest
international poverty line for an uppermiddle-income country, therefore the
possibility of poor individuals being
excluded is low.
Taken together, the permanent grants and
the SRD grant ensured that approximately
80% of those who lost their job in 2020
lived in a household where some form
of social assistance was received.
Although there are some eligible
individuals who do not currently receive a
grant South Africa’s current system is
relatively effective, and an alternative
targeting mechanism does not appear to
be warranted.

Household-level social assistance coverage among job
losers: October 2020
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CHAPTER 6: RECOMMENDATIONS


On social grants and COVID-19:
The Minister of Finance, in the Division of Revenue, should continue monitoring the outcome of the existing
social grant system that appears to be effective and pro-poor. The social grant system was used effectively
to protect vulnerable households from some of the negative effects of COVID-19 in the short term. Receipt
of the Social Relief of Distress (SRD) Grant has been concentrated among the poor.



On eligibility:
The Minister of Social Development, with the Minister of Finance, should investigate the reasons for the
exclusion of those persons who are eligible to receive an income grant, but do not receive it, and develop
and implement appropriate remedial action.



On alternative means-testing regimes:
It is advised that the Minister of Finance, together with the Minister of Social Development, should
consider alternative means-testing regimes of the social grant system, such as an asset-based system of
means-testing.



On the COVID-19 SRD Grant being a precursor to a Basic Income Grant:
The experience of the COVID-19 lockdown and the implementation of the SRD Grant have provided some
impetus for the discussion of a Basic Income Grant (BIG). The current iteration of the debate is still new,
but the Minister of Finance should consider the fiscal impact of such a grant.
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CHAPTER 7: COVID-19 AND FOOD
SECURITY

39

INTRODUCTION
•

•

•

South Africa was hit by covid-19 pandemic at the beginning of March 2020
– a phenomenon that represents a significant shock to the already structurally
troubled economy,
– to be specific, this shock reinforced the existing structural inequality and
poverty
Absent vaccines and pharmaceutical interventions, national lockdown of the
economy was the only tool available to mitigate the pandemic’s demographic
effects
– aimed at reducing contagion by breaking social and economic contacts
The consequent positive health gains of these measures should be evaluated against
their economic costs, especially the burdens imposed on low income and food
insecure household
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FINDINGS
•

Our analysis, a natural experiment study, shows:
– massive job loss (unemployment) and job furlough
– job loss caused an increase of: child hunger by 28.7%, the likelihood of
household’s running out of money for food purchase by 28.5% and recurrence
of household hunger by 7.94 respectively
– job furlough caused an increase of: likelihood of running out of money for food
purchase by 31.5% and recurrence of household hunger by 10.2%.
– old age grants and Covid-19 grant proved more effective in protecting the
households against this welfare reversal compared to child grant
– Old age grant reduces incidents of household food insecurity by 59.6%
– receipt of all grants (child grants, old age grants and Covid-19 grants) reduced
incidence of household food insecurity by 77.8% suggesting the need to expand
the scale of existing social grant

41

CONCLUSION
•

•
•
•

In this research, using a natural experiment approach; we
– unpacked the effect of the Covid-19 lockdown on household food security
– evaluated the efficacy of alimentative fiscal instruments in protecting this
effect
We found that the Covid-19 lockdown entailed substantial job and income losses
among households depending on labour incomes, with low level of education
This shock to a household income resulted in a substantial welfare loss in terms of
worsened adult and child food insecurity
Alternative social protection transfers have heterogenous effects in countering these
effects
Grants with the largest scale proved effective in protecting households against the
food insecurity shock, but not sufficient to fully insulate them
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RECOMMENDATIONS
•

•

•
•

•

The Department of Social Development (DSD) should involve local governments
and non-profit organisations to collect better information on those unmet needs and
to deliver improved targeted assistance during pandemic times such as COVID-19
The DSD should use information of new beneficiaries to create a more
comprehensive, updated government registry, as this can be used for future social
assistance programmes
The DSD should expand social assistance to increase the coverage of vulnerable
groups
National Treasury should consider fiscal and monetary incentives during COVID19, such as lifting value-added tax (VAT), duties and other taxes on food businesses,
or extending concession loans or loan guarantee facilities to food companies
The Department of Agriculture, Forestry and Fisheries should use food reserves
optimally and target them appropriately. For example, they can release food reserves
(i.e. grain) when prices spike. The Department of Basic Education should continue
with school-feeding programmes during COVID-19
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CHAPTER 8: WATER AND SANITATION ACCESS,
DISTRIBUTION EFFICIENCIES AND TARIFF SETTING IN
SOUTH AFRICA

44

INTRODUCTION
•
•
•

•
•

In South Africa, the number of people without access to safe drinking water and sanitation is
significant
Demand continues to exceed supply. Covid-19 has changed the Water and Sanitation supply and
demand dynamics
Hence, the need for more efficiency within the sector, improved demand management (price
setting), private sector participation, more investments and better use of fiscal instruments to
mitigate against economic shocks and public health outbreaks
Main objective
– Assess the impact of COVID-19 on access to water and sanitation
Specific objectives are
1.
Identify water/ sanitation access (quality, quantity, reliability) challenges following
COVID-19 outbreak,
2.
Measuring the efficiency of Water and Sanitation provision,
3.
Determination of the cost reflectiveness of the water pricing models,
4.
Determine incentives to attract private investments,
5. Evaluate IGFR instruments in terms of addressing water sector challenges
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FINDINGS
•
•
•

•
•

Access to water
– During COVID-19 access to water decreased by 2%
Access to sanitation
– Almost 17% (2,969,199) of households lack sanitation services.
Water Distribution efficiency
– On average, Water Service Providers could maintain the same output with 49% fewer inputs
– Urban Water Service Providers outperforms their rural counterparts
Inefficiency driven by non-revenue water provision (accounting for 35% of the input volume water)
Cost reflectiveness of the water pricing model
– Setting of water tariffs is a complex matter due to multiple objectives:
cost recovery, economic efficiency, environmental conservation, equity, and affordability
– 51 out of 112 Water Service Providers could cover their operating expenditure from the
revenue
– Increasing water tariffs may not be socially/politically feasible at this moment hence other
measures should be explored:
the reduction of non-revenue water, reducing non-labour costs, increasing efficiency and
increase in costumer coverage - which will reduce per unit cost
46

FINDINGS
• Private sector participation
– Required investment exceeds the current budgetary allocations,
– Private investment can fill the funding gap,
– De-risking potential investment deals and lowering transaction costs
are key to attracting private investment:
• Providing financial risk mitigating measures
• Providing blended finance
• Designing intermediary institutions
• Developing of institutional capacity
• Enhancing the creditworthiness of water supply providers
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CONCLUSION
• Despite improved access to water and sanitation, tracking inequalities
during economic shocks such as COVID-19 is key
• The COVID-19 pandemic may potentially reverse gains made since 1994
• Water tariff design requires balancing multiple objectives, equity among
customers (access), and economic efficiency for society
• Borrowing and public financing, with private capital is required to close the
funding gap
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RECOMMENDATIONS
•

Municipalities, advised by SALGA, should approach tariff adjustment, taking account of the
poor during the duration of the COVID-19 crisis.

•

The Department of Water and Sanitation (DWS) should establish a benchmarking of water
service providers’ service level agreements, aligned to the Department’s performance
indicators in terms of infrastructure, socio-political and financial indicators.

•

The Minister of Finance should ensure that water and sanitation projects also form part of the
economic stimulus to help mitigate the impact of the COVID-19 crisis.

•

The Minister of Finance and the Minister of Water and Sanitation, together with the
municipalities, should systematically develop water investment by structuring mechanisms to
de-risk private investments. However, long-term sustainability depends on the capacity of
water service providers, governance mechanisms to safeguard corruption and the ability of
the private sector to manage both higher-level government demands and possible public
opposition.
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CHAPTER 9: THE ROLE OF INTERGOVERNMENTAL
OVERSIGHT AND SUPPORT IN AVOIDING A SECTION
139 INTERVENTION

50

FOCUS OF THE CHAPTER
• This project looks at the system of intergovernmental
oversight and support provided by national and provincial
governments to municipalities
– Pipeline of oversight and support comprised of: regulation, oversight,
support and intervention

• Despite various initiatives aimed at regulating, monitoring and
supporting local government, municipalities continue to be
plagued with deep-rooted challenges that have resulted in
consistent service delivery failures
• Persistence of Section 139 interventions brings into question
the effectiveness of oversight and support to identify and
solve municipal challenges and build local government
capacity prior to an institutional or financial collapse
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FINDINGS
•
•

Intergovernmental oversight or supervision: Emphasis should be on how best to ensure that
oversight and support serves as early warning system to avoid interventions. For FFC, Constitution
promotes cooperation
Financial support: Capacity building grants are a form of financial support to municipalities - often
no association of these grants to the overall oversight and support framework
–

•
•
•
•
•

Some grants shifted from direct to indirect grants, questionable whether allocations reflect relative need for
support amongst municipalities

Costs and benefits: Legislative and non-legislative monitoring and support initiatives have costs
(time, effort, financial resources) associated with them –often with little to no concomitant benefit
from the use of these resources
Differentiation: Excessive regulations tend to elicit compliance for the sake thereof. For those
municipalities that are just unable (due to human capacity and financial resources) to comply, they
end up being continuously penalised
Capacity of Provinces: The implementation of the oversight and support framework varies
considerably across provinces-municipalities; whereby relatively stronger oversight framework is
implemented in some province-municipalities relative to others
Evaluation: There is a lack of proper evaluation of most facets of the oversight and support
framework, including national support programmes
Legislative prescripts can promote duplication: MFMA, Municipal Systems Act and sector-specific
legislation have overlapping focus areas and can give rise to duplication of efforts
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CHAPTER 9: RECOMMENDATIONS
•

As part of National Treasury’s review of capacity-building grants, financial support to build
capacity and institutional systems (such as the Finance Management Grant and the Municipal
Systems Improvement Grant):
i.
ii.
iii.

iv.

•

should be disproportionately directed at lesser-resourced, poorer and more rural municipalities;
should make every effort to ensure that capacity-building efforts are comprehensively consulted with and
agreed to with a municipality;
should either link capacity-building efforts to a municipality-specific diagnosis of capacity challenges or
deficits, or be specifically aimed at addressing challenges picked up through intergovernmental
monitoring; and
should consider the consolidation of all capacity-building grants into one financial flow that is specifically
linked to overall intergovernmental ‘support’ of municipalities. This will assist in the administrative and
reporting burden placed on both grant administrating departments and receiving municipalities and will
further assist in streamlining the overall conditional grant framework.

The Minister of Cooperative Governance and Traditional Affairs, in enacting the provisions of
section 105(3) of the Municipal Systems Act, should implement mechanisms to undertake a critical
evaluation of the impact of the regulations, monitoring and support provided to local government,
with an emphasis on the explicit cost-benefit analyses when new legislation, regulations, monitoring
and/or support initiatives are introduced.
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CHAPTER 9: RECOMMENDATIONS
•

•

•

•

The cost-benefit analysis should do the following:
i. Assess not only the outcomes/performance related to the oversight and support framework
(e.g. whether there are more funded budgets), but also whether monitoring and support is
provided in the most efficient and effective manner (i.e. minimising the burden placed on
municipalities)
ii. Consider the DPME, which is based at The Presidency, for this role. Such evaluations should
be undertaken periodically with larger reviews every five years
Given that the current monitoring and support framework is applied uniformly across local
government, government should reconsider its current approach to explore the principle of a
differentiated method to municipalities when it comes to financial and non-financial reporting
requirements, overall monitoring and support
The Minister of Finance should ensure that provincial treasuries are effectively capacitated to
undertake their oversight and support role of local government in terms of financial management.
In addition, government should consider developing a common framework to guide provinces in
their oversight and support role towards the delivery of basic services
Government should review specific legislation that results in a duplication of the oversight role of
national and provincial government departments
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CHAPTER 10: LEADERSHIP, MANAGEMENT AND
GOVERNANCE FOR SUSTAINABLE PUBLIC SERVICE
DELIVERY
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FOCUS OF THE CHAPTER
•
•

•

The success or failure of government with respect to infrastructure and service delivery
is a function of leadership and leadership style, among others
In the context of the Covid-19 pandemic, leadership plays a vital role as key decisions
need to be taken in order to respond swiftly, effectively, efficiently and economically at
all levels of government
This chapter analysed various interrelated factors including public leadership,
governance and accountability, in as far as they relate to the implementation of
infrastructure projects and how these factors hamper the effectiveness of the public
service provision
– The analysis included a case study approach
• Two housing catalytic projects – Duncan Village (Eastern Cape) and Greater Cornubia
(Kwa-Zulu-Natal) – Interviews were also held with officials involved in the
implementation of both projects
• The Giyani Bulk Water Project – Analysis relied on secondary information but still
provided useful insights

– Analysis of Department of Human Settlements, and Sanitation audit outcomes
2014/15-2019/20, with respect to repeated irregular expenditure
56

FINDINGS: CASE STUDIES
• Findings from the study revealed, among other things, a lack of dedicated
and adequate funding, a lack of intergovernmental coordination, political
interference and poor political leadership, the absence of policies and
regulations, supply chain irregularities and project delays, and an escalation
of project costs
• With respect to the Giyani Bulk Water Project, leadership and governance
challenges included poor political leadership and interference, as well as
failure to comply with supply chain regulations, which resulted in delays in
project completion and escalated costs
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FINDINGS: AGSA – IRREGULAR EXPENDITURE
• The increasing rand value of irregular expenditure in audit outcomes of the
DHSWS (2014/15 to 2018/19) confirms that little or no efforts were made to
implement the recommendations of the AGSA and is indicative of a lack of
consequence management
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CHAPTER 10: RECOMMENDATIONS
•

•

•

The Minister of Finance, in the Division of Revenue, should ensure that
commitment to compliance with legislation and policy frameworks is formalised
with all participants in an infrastructure project prior to the commencement of the
project, with financial consequences for compliance failures clearly set out
The Minister of Cooperative Governance and Traditional Affairs should review the
intergovernmental coordination policy framework and consider strengthening
intergovernmental coordination both vertically and horizontally. The
intergovernmental relations arrangement clearly defines how the three spheres of
government should work together in the implementation of a number of mandates,
including infrastructure delivery, but is silent on how coordination between these
spheres should be managed
The Minister of Finance, in the Division of Revenue, should incentivise
consequence management. This will ensure that all public office bearers are held
legally and personally responsible when they transgress supply chain management
policies in the implementation of infrastructure projects
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