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Foreword by the Minister
Government in a democratic South Africa exists to serve the citizens of South Africa. And since 

effective delivery of service requires effective government, the workings of the three spheres of 

government in South Africa – national, provincial and local government – is vital to government’s 

success or failure. The integrated system of operation between national, provincial and local 

government is referred to as intergovernmental relations (IGR), and it is the practical functioning 

of IGR that forms the subject of this document.

Since governments are created by the people, for the people, through democratic and universal 

suffrage, the people need to understand the challenges and the opportunities that government 

faces. This is to encourage constructive debate and support the levels of meaningful public par-

ticipation at every level that is at the centre of a successful democracy. And since IGR practitio-

ners are not drawn from special elites, but from the ordinary citizens of this country, they must 

have a clear and concise understanding of how IGR works in South Africa on a practical basis in 

an accessible, understandable format.

This is both the spirit and the intention of this Practitioners’ Guide to Intergovernmental Rela-

tions in South Africa. This publication is a service to all practitioners in government, academia 

and the civil society regardless of their experience or newness to the field. In order to understand 

and appreciate how the IGR system works in South Africa, it is thus also intended for all those 

interested in this subject, as an induction or basic guide. It is dedicated to the achievement of 

the highest ideals of government in South Africa, by the Department of Provincial and Local 

Government (the dplg) and our donor on this project, the United Kingdom’s Department for 

International Development.

F S Mufamadi

Minister for Provincial and Local Government
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How to use this guide
The system of Intergovernmental Relations (IGR) in South Africa is a revolutionary break with our 

divided past and one of the most interesting tasks in government for the IGR practitioner. Embed-

ded in the IGR system is an impetus towards development rather than bureaucracy, a dedication 

to efficiency and performance monitoring rather than just following the rules, and a system of 

government that is unique in its comprehensive pursuit of a better life for all .

The South African IGR system is based on the Constitution of 1996 and differs so much from the 

norm, that it is attracting worldwide attention as an example to be emulated. The  IGR system 

is a living, flexible and vital agent of delivery of services to the population . Local government 

is treated as a distinct and respected sphere of government in its own right, instead of merely 

being an administrative arm of national government. This means that anyone who wants to 

understand democratic South Africa has to understand how IGR works and to grasp the ideals 

and vision that guides it. 

The Practitioners’ Guide should provide Ministers, Members of Executive Committees, Mayors, 

Councillors, officials at all three spheres of government, communities and other stakeholders 

with a first point of reference in familiarising themselves with their responsibilities and roles in 

the IGR system.

This Practitioners’ Guide provides a practical guide that highlights the main elements of IGR 

as it is practiced in South Africa. Because the IGR system in South Africa is flexible and still a 

“work in progress”, new programmes, policies and institutions are constantly emerging. In this 

publication, we have provided a snapshot of IGR as it appears now, in 2007. It will continue to 

be updated as the IGR system evolves.

The Practitioner’s Guide provides readers with a thorough understanding of the intent of the 

intergovernmental relations legislation, its working, policies, practices and the cross cutting im-

plications of the system.

This Practitioners’ Guide does not provide chapter and verse on every legal detail of IGR.  For 

more detailed information, Practitioners will have to consult more detailed specialised texts. 

Internationally, IGR is a flourishing field of study, and within South Africa a rapidly growing lit-

erature is emerging on all aspects of the topic. In the text of the Practitioner’s Guide, suggestions 

regarding useful web-based resources are provided.
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 List of abbreviations
CMIP Consolidated Municipal Infrastructure Programme

DG Director-General

DIF District Intergovernmental Forum

dplg Department of Provincial and Local Government

EPWP Expanded Public Works Programme

FFC Financial and Fiscal Commission

FOSAD Forum of South African Directors-General

GDP Gross Domestic Product

IDP Integrated Development Planning

IEC Independent Electoral Commission

IGR Intergovernmental Relations

IRFA Intergovernmental Relations Framework Act

ISRDP Integrated Sustainable Rural Development Programme

IYM In-year Monitoring 

KPI Key Performance Indicator

LEDF Local Economic Development Fund 

MEC Member of Provincial Executive Council

MFMA Municipal Finance Management Act

MIG Municipal Infrastructure Grant

Minmec A standing IGR body of a Minister and MECs

MTBPS Medium Term Budget Policy Statement (MTBS)

MTEF Medium-Term Expenditure Framework

MTSF Medium-Term Strategy Framework 

NCOP National Council of Provinces

NGO Non-governmental Organisation

NSDP National Spatial Development Programme

PCC  President’s Coordinating Council

PGDS Provincial Growth and Development Strategy

PIF Provincial Intergovernmental Forum

PoA Plan of Action

SALGA South African Local Government Authority

SDBIP Service Delivery and Budget Implementation Plan

URP Urban Renewal Programme

WSCF Water Service Capital Fund
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Intergovernmental Relations in 
South Africa: An introduction

1.1 Introduction
Intergovernmental Relations is about relations between different governments or between 

organs of state from different governments about the conduct of their affairs.

At its most basic level, intergovernmental relations is about the relationships between the 

three “spheres” of government – national, provincial and local government – and how these 

can be made to work together for the good of the country as a whole. 

In terms of the White Paper on Local Government, intergovernmental relations are the set of 

multiple formal and informal processes, channels, structures and institutional arrangements 

for bilateral and multilateral interaction within and between spheres of government.

The White Paper on Local Government (13 March 1998, Notice 423 of 1998, Govern-

ment Gazette Vol. 393 No. 18739) is available from the website of the Department of 

Provincial and Local Government: www.dplg.gov.za)

The use of the terms ‘spheres’ and ‘co-operative government’ by the Constitution is critical 

because it shows that intergovernmental relations is not about neatly defining and defend-

ing areas of competency but rather about co-operation between organs of state in different 

spheres of government. The principles of Chapter 3 of the Constitution guide all three spheres 

of government in how they engage in intergovernmental relations. 

Chapter 1

Chapter 3 of the South African 

Constitution, ‘Co-operative gov-

ernment’, is central to the conduct 

of intergovernmental relations.
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Intergovernmental relations is all about complex and interdependent rela-
tions amongst three spheres of government as well as the co-ordination of 
public policies amongst the national, provincial and local government . 

The intergovernmental relations may as well be seen in the context of the fiscal and administrative processes by 

which the spheres of government share nationally collected revenues and other resources

This introductory chapter provides a brief background to IGR in South Africa and outlines some basic features of 

the three spheres of government and the key IGR institutions. It introduces three themes that are central to IGR 

in South Africa and form the backbone to this guide, that is that the three spheres of government are distinctive, 

interdependent and interrelated.

1.1.1 Background to IGR

Before 1994 South Africa had fragmented administrations designed to spend public 
resources and deliver services along racial lines.

 Twelve years on, there is a national government, nine provincial governments and 
283 municipalities. 

In the past budget decisions were highly centralised. 

 Now the bulk of state expenditure (62% ) is delivered via provincial and local 
governments.
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One of the key issues of the constitutional negotiations following the unbanning of the liberation movements 

in 1990, was the nature of the South African state. The liberation movements, including the African National 

Congress, by and large advocated a unitary state that would be able to effect the transformation of society after 

three centuries of racial discrimination and domination. The then government proposed a federal state that would 

protect regional interest but produce a weak central government. The eventual compromise that emerged in the 

interim Constitution of 1993, and consolidated in the 1996 Constitution, are:

a decentralised state with a strong central government;

nine provinces with elected legislatures and executives were established, having jurisdiction over a number 

of functional areas;

local government was given relative autonomy on local service delivery matters; 

provinces and local government were to exercise their authority within a framework and direction, set and 

supervised by the national government; 

in fiscal matters the role of the national government became paramount.

The Constitution sketches only the broad outlines and principles of South Africa’s intergovernmental relations and 

the context in which it operates. This lack of detail reflects an understanding that the intergovernmental relations 

system in South Africa must be flexible and negotiable within certain broad parameters. The details have to be 

filled in through practice by the spheres of government. At the same time, other official government policy state-

ments have begun to define and inform what intergovernmental relations constitute. For instance, the White Paper 

on Local Government provides for the strategic aims of the system of intergovernmental relations by saying the 

following are strategic purposes of intergovernmental relations: 

to promote and facilitate co-operative decision-making;

to coordinate and align priorities, budgets, policies and activities across interrelated functions and sectors;

to ensure a smooth flow of information within government, and between government and communities, 

with a view to enhancing the implementation of policy and programmes; and 

the prevention and resolution of conflicts and disputes. 

1.1.2  Developmental state
The transformative nature of the Constitution and the history of South Africa determine that government should go 

beyond purely administrative oversight into active development of the economy and society. 

The developmental thrust of government, particularly local government 

in South Africa, involves a key redistributive emphasis to correct financial 

disparities between and within provinces, towards greater equity along 

with growth for all South Africans. 
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1.2  The three spheres in brief 

1.2.1  National government
The Constitution establishes a national government, comprising a Parliament and a National Execu-

tive. National legislative authority is vested in Parliament, which consists of the National Assembly 

and the National Council of Provinces (NCOP). The NCOP comprises of delegations from each prov-

ince (see below). National Executive authority, which includes the power to implement national legis-

lation, is vested in the President, who exercises this authority together with the other members of the 

Cabinet. Cabinet members are collectively and individually accountable to Parliament .

1.2.2  Provincial government
The Constitution establishes and demarcates nine provinces, each with a provincial legislature and a 

provincial executive. Provincial legislative authority is vested in the provincial legislature. Provincial 

legislatures range from 30-80 members, elected for a five-year term. A province’s executive authority 

is exercised by the Premier together with the other members of the Executive Council. They are col-

lectively and individually accountable to their provincial legislature .

1.2.3  Local government
The Constitution provides a framework for a system of local government, which became operational 

in 2000. This framework is complemented by a number of important pieces of legislation .

Local government legislation  

The Local Government: Municipal Structures Act, 1998 (Act No. 117 of 1998), -provides for 

the establishment of municipalities, their internal structures and the division of powers between local and 

district municipalities. 

The Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000) -  provides the frame-

work for local government functioning, including integrated development planning, community participa-

tion and service delivery

The Local Government: Municipal Demarcation Act, 1998 (Act No. 27 of 1998) -  establishes the 

Municipal Demarcation Board, responsible for municipal boundaries and important advisory functions. 

The Local Government: Municipal Electoral Act, 2000 (Act No. 27 of 2000) - regulates local 

government elections. 

The Local Government: Municipal Finance Management  Act, 2003 (Act No. 56 of 2003) and 

the Local Government: Property Rates Act, 2004 ( Act No. 6 of 2004) address local government 

finances.

The Intergovernmental Relations Framework  Act, 2005 (Act No. 13 of 2005) provides a 

framework for local government’s participation in intergovernmental relations
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The local government sphere 

consists of municipalities. The 

jurisdiction of each municipality 

is determined by the independent 

Municipal Demarcation Board. 

Categories of Municipalities

South Africa is divided into 283 municipalities made up of:

Six metropolitan municipalities: Tshwane, Ethekwini, Johannesburg, Ekurhuleni, Nelson Mandela Bay, Cape 

Town - solely responsible for local government functions in their respective areas; 

46 district municipalities; and 

231 local municipalities. 

A district municipality and the local municipalities in its area share the local government functions in the district 

area. The precise modality of the sharing of functions between district and local municipalities may vary from 

municipality to municipality

Electoral system 

Metropolitan and local councils generally comprise of 50% ward councillors and 50% proportionally elected 

councillors. Sixty percent of the district councillors are appointed by the local councils in the district. The remaining 

40% are directly elected by the district as a whole . 

Legislative and Executive powers

Both the legislative and executive authority of a municipality vests in the municipal council. The Constitution does 

not provide for separation of executive and legislative powers at municipal level. Therefore, a municipal council 

can exercise both legislative and executive functions, unlike a provincial legislature or Parliament. The Municipal 

Structures Act provides for some separation of power through the election of a municipal executive, which exer-

cises most executive powers at municipal level. 

The executive in a municipality could be an executive committee, elected by the council from amongst its members. 

The council elects one member of the committee as mayor.  Municipal executive power could also be vested in an 

executive mayor, elected by the council from amongst its members. Finally, the council as a whole would also act 

as the municipal executive in which case the speaker of the municipality is called the mayor. 







See paragraph 2.3.4 for more 

information on division of pow-

ers between district and local 

municipalities. 

Plenary Executive System

Executive Powers exer-
cised by the Municipal 

Council in plenary

Executive Powers exer-
cised by the Executive 

Committee

Executive Powers exer-
cised by the Executive 

Mayor

Collective Executive System Mayoral Executive System
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In terms of legislation impacting on intergovernmental relations, the mayor of a municipality, irrespective of the 

municipality’s governance structure, is the key political office-bearer when it comes to intergovernmental rela-

tions. Similarly, legislation also prescribes that the mayor is the political office-bearer that drives the preparation 

and implementation of the municipality’s budget, which are activities that are particularly important in terms of 

intergovernmental relations.

1.3 Three central themes: ‘distinctive, 
interdependent and interrelated’

Chapter 3 of the Constitution states that the three spheres of government are “distinctive, interdependent and 

interrelated”. These three terms are fundamental and this Guide devotes a chapter to each of the three concepts.

1.3.1  Distinctive

Section 40(1) of the Constitution: 

“In the Republic, government is 

constituted as national, provincial 

and local spheres of government 

which are distinctive, interdepen-

dent and interrelated.”

Chapter 2 of this Guide outlines 

this aspect of intergovernmental 

relations.

This is the subject of Chapter 3.

The notion of co-operation will be 

dealt with in Chapter 4 . 

The ‘distinctiveness’ means that the Constitution allocates certain functions and powers to each sphere which 

then have the final decision making power on those matters. 

For example, the Constitution lists certain matters over which provincial governments can make laws. Similarly, 

there are other matters on which only national governments can regulate. Local government has also been allo-

cated certain areas to deal with. Each Sphere therefore enjoys a degree of autonomy over those matters allocated 

to it by the Constitution . This aspect of intergovernmental relations will be outlined in Chapter 2.

1.3.2 Interrelated

The “interrelatedness” means that the exercise of autonomy by a sphere is supervised by the other spheres of 

government. 

While local government has been allocated certain matters to deal with, municipalities are supervised by provincial 

and national governments. Similarly, national government exercises a degree of supervision over provincial govern-

ments. Supervision means that one sphere of government can, if need be, make final binding decisions affecting 

another sphere. 

1.3.3 Interdependent

“Interdependent” means that each sphere must exercise its autonomy to the common good of the country by 

co-operating with the other spheres. 

For government to implement its national priorities and to effectively deal with socio-economic challenges that 

include poverty alleviation, job creation and enhanced service delivery requires all spheres of government to work 

in partnership. This notion of interrelatedness is therefore not about making legally binding decisions that affect 

another sphere. Instead, it is about co-operation through joint planning, fostering friendly relations and avoiding 

conflict. 
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1.4 The actors in IGR 
The Constitution makes it clear that all spheres of government and all organs of state are guided by the concept 

of co-operative government and the principles of Chapter 3 of the Constitution. This means that the system of 

intergovernmental relations applies to:

(a) the National Parliament and departments and institutions falling within the national sphere of govern-
ment;

(b) Provincial Legislatures and departments and institutions falling within the provincial sphere of govern-
ment;

(c) Municipal Councils, departments and other organs falling in the local sphere of government (such as 
municipal entities).

Excluded are:

(a) the courts and judicial officers; and

(b) the institutions, established in terms of chapter 9 of the Constitution, such as the Independent Elec-
toral Commission (IEC).

Example:

In Independent Electoral Commission v Langeberg Municipality, the Constitutional Court answered 

the question as to whether the IEC is an organ of state. The Court ruled that the IEC is an organ 

of state but that it does not fall within a sphere of government as contemplated by Chapter 3 of 

the Constitution. The Court said that the IEC’s independence would be meaningless if it had to 

be functionally interrelated and interdependent in relation to all other spheres of government.

1.4.1  Key IGR institutions 
There are a number of national institutions that are central to the system of intergovernmental relations.

1.4.1.1  National Council of Provinces (NCOP)

The NCOP, as the chamber of Parliament, is a key IGR institution.

The NCOP has 90 members comprising delegations from each province. A provincial delegation comprises 10 del-

egates. There are four special delegates, that is the Premier or person designated by the Premier and 3 delegates 

designated by the Provincial legislature, and six delegates who are permanent delegates to the NCOP.  

Organised local government can 

designate up to ten non-voting 

members to participate in the 

NCOP as non-voting members.  

The Organised Local Govern-

ment Act, 1997 (Act No. 52 of 

1997) affords, the South African 

Local Government Association 

(SALGA) this right. 
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NCOP

Gauteng

Free State

KwaZulu-Natal

Mpumalanga

Northern CapeLimpopo

North West Western Cape

Eastern Cape

Provincial delegations

Premier or person designated by the premier 
and 3 designated by the Provincial legislature

Six delegates are permanent delegates to 
the NCOP

SALGA can desig-
nate up to ten non-

voting members

The NCOP represents provincial and local government interests in Parliament and in the Executive. It works with 

the National Assembly to make and pass new laws and to focus on laws affecting the provincial sphere. All national 

legislation must be considered by the NCOP. This ensures that provincial interests and concerns can be voiced as 

part of the national legislative process. The extent to which the NCOP can influence the outcome of the legislative 

process depends on whether the Bill is:

(a) a Bill that amends the Constitution;

(b) a Bill that affects provinces; or

(c) a Bill that does not affect provinces.
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Another important IGR-related function of the NCOP is its oversight role in the event of national interventions into 

a provincial government or a provincial intervention into a municipality. 

1.4.1.2  The Courts

The Courts may be asked to decide issues that deal with intergovernmental relations. Generally only the High 

Court, Supreme Court of Appeal or the Constitutional Court could be called upon to decide such issues. 

For example, if there are doubts as to whether a national, provincial or municipal by- law is consistent with the 

division of powers and functions in terms of the Constitution, a court can determine whether or not that law is 

constitutional.  If such a decision is made by a High Court or the Supreme Court of Appeal, it has to be confirmed 

by the Constitutional Court.

Only the Constitutional Court may decide on disputes between national or provincial organs of state over their 

constitutional status, powers or functions. Disputes between a municipality and an organ of state in the national 

or provincial spheres over the status, powers, or functions of a municipality can also be heard by a High Court or 

the Supreme Court of Appeal. 

1.4.1.3  Financial and Fiscal Commission (FFC)

The Financial and Fiscal Commission is an independent Commission appointed by the President. It makes recom-

mendations regarding intergovernmental fiscal and financial matters to Parliament, provincial legislatures and 

other authorities. At least ten months before the start of the financial year, the FFC makes recommendations 

concerning the division between national, provincial and local spheres of national revenue, the determination of 

each province’s equitable share and any other allocations to local government or municipalities.  It also plays an 

important advisory role to national or provincial governments that want to assign functions and powers to local 

government.

1.4.1.4  Department of Provincial and Local Government (dplg)

The Department for Provincial and Local Government plays a key role in guiding the evolution of IGR, in conjunc-

tion with the Cabinet Governance and Administration Cluster.  It is the department responsible for the implemen-

tation of critical legislation dealing with intergovernmental relations.  Part of its mission is to develop appropriate 

policies and legislation to promote integration in government’s development programmes and service delivery and 

to provide strategic interventions, support and partnerships to facilitate policy implementation in the provinces 

and local government.

1.4.1.5  South African Local Government Organisation

Effective participation in the system of intergovernmental relations requires that local government acts as a collec-

tive to make the voice of local government heard and to make sure that local government is a full partner in co-

operative government. Local government can only act collectively through organised local government structures. 

 South African Local Government Association (SALGA)

First, the Constitution instructs Parliament to recognise organised local government in an Act. The Organised Lo-

cal Government Act, 1997 (Act No. 52 of 1997) was enacted to give effect to the constitutional provisions. This 

See paragraph 3.4. 

The Constitutional Court is the 

highest court in constitutional 

matters. 

Some of the judgments that 
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relations and powers and func-

tions across the three spheres of 

government are contained in this 

Guide. 

The dplg derives its mandate 
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government, Chapter 7, dealing 

with local government and Chap-

ter 12 dealing with traditional 
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cial and local spheres working 

together to achieve sustainable 

development and service delivery”.

FFC is established by Section 220 
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by the Financial and Fiscal Com-

mission Act, 1997 (Act No. 99 

of 1997)
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                                   INTERGOVERNMENTAL RELATIONS IN SOUTH AFRICA: AN INTRODUCTION

Act requires the Minister responsible for Provincial and Local Government to recognise one organisation in each 

province and one national organisation representing the majority of the provincial organisations.

The South African Local Government Association (SALGA) and its nine 
provincial chapters have been recognised in terms of these provisions. 

SALGA is, in essence, “an association of municipalities”, which exists to represent, promote and protect the 

interests of local government. Key services and products include policy formulation, advocacy, negotiations, inter-

national representation and supporting and strengthening municipal capacity as well as contributing to a centre 

of Knowledge Information Management.

The Municipal Systems Act 32 of 2000 includes a general mandate for organised local government. This includes:

the development of common approaches for local government as a sphere of government;

finding solutions for problems that relate to local government generally; 

enhancing co-operation between municipalities; and

generally playing a meaningful role in intergovernmental relations. This includes advocating for, and pro-

tecting local government’s interests in the various institutions and structures where organised local govern-

ment is represented. 

Second, the Constitution contemplates participation by organised local government in the proceedings of the Na-

tional Council of Provinces with a maximum of ten representatives. These representatives do not have the right to 

vote. There is no provision that deals with participation in provincial legislatures but some legislatures include local 

government representatives in their deliberations on local government issues. At national level, local government 

is represented at the President’s Co-ordinating Council and any national IGR Forum if the functional area for which 

the forum is established includes a matter assigned to local government in terms of Part B of Schedule 4 or Part B 

of Schedule 5 to the Constitution or in terms of national legislation.

Third, the Constitution secures local government input in the Financial and Fiscal Commission (FFC). 

Organised local government is recognised in the Constitution as a legitimate voice for local government and also 

afforded representation in key national institutions.









See NCOP on page 8
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Distinctiveness - The autonomy of 
the three spheres

2.1 Introduction
This chapter relates to the first of the three central themes, namely the ‘distinctiveness’ of 

each sphere. This distinctiveness means that the Constitution allocates specific areas of au-

thority to each sphere. Each sphere has a certain degree of autonomy when exercising au-

thority over a particular function. The degree of autonomy depends on a variety of factors 

such as the nature of the function and the regulatory framework etc.

Chapter 2

This chapter discusses the constitutional division of powers and functions, that is who has 

power over which functional areas and gives a brief outline of the powers and functions of 

national, provincial and local governments. 

In addition to the division of powers and functions in the Constitution itself, the Constitu-

tion also permits the transfer of more functions and powers to provincial and municipal 

governments. This chapter deals with the question as to which powers and functions can be 

transferred and what the appropriate instruments are.

The legislative authority in South Africa is divided between Parliament, the Provincial Legisla-

ture and Municipal Councils. Because this is stated in the Constitution these legislative pow-

ers are guaranteed and cannot be taken away (other than by changing the Constitution).
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Example:

In City of Cape Town v Robertson, the Constitutional Court made it clear that municipalities 

derive powers from the Constitution: “A municipality is under the Constitution is not a mere 

creature of statute otherwise moribund save if imbued with power by provincial or national 

legislation. A municipality enjoys “original” and constitutionally entrenched powers, functions, 

rights and duties that may be qualified or constrained by law and only to the extent that the 

Constitution permits”.

 Similarly, in Fedsure Life Assurance v Greater Johannesburg Transitional Metropolitan Council, 
the Constitutional Court remarked: 

“[L]ocal government is no longer a public body exercising delegated powers. Its council is a 

deliberative legislative assembly with legislative and executive powers recognised in the Consti-

tution itself.”

2.2 Powers are never unfettered
Autonomy is never unfettered and always bounded. A number of principles guide the recognition and exercise of 

this autonomy. These principles are articulated in the Constitution as well as in Constitutional Court judgments. 

The most important principles are:

Principle 1: The Constitution itself defines the autonomy of each sphere

No sphere can claim to have powers or functions outside of the framework of the Constitution.

Section 41(1)(f ) of the Constitution:

“All spheres of government and all organs of state within each sphere must not assume any power or func-

tion except those conferred on them in terms of the Constitution”

Principle 2: Respecting others’ autonomy

All spheres of government must respect the constitutionally-defined authority of another sphere of government.

Sections 41(1)(e) and (g) of the Constitution:

“All spheres of government and all organs of state within each sphere must respect the constitutional status, 

institutions, powers and functions of government in the other spheres and exercise their powers and perform 

their functions in a manner that does not encroach on the geographical, functional or institutional integrity 

of government in another sphere”

The legislative authority in South 

Africa is divided between Parlia-

ment, the Provincial Legislature 

and Municipal Councils. Because 

this is stated in the Constitu-

tion these legislative powers are 

guaranteed and cannot be taken 

away (other than by changing the 

Constitution).

Autonomy is never unfettered and 

always bounded.
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Example:

The High Court judgment in Van Wyk v Uys is a case in point when it comes to the co-opera-

tive government principle of respect for institutional autonomy.  The Cape High Court was 

asked to decide whether an MEC for local government had the right to suspend a councillor for 

breach of the Code of Conduct for councillors before the municipal council had concluded its 

own investigation. 

The Code provides that the MEC can dismiss or suspend a councillor but it is not immediately 

clear whether the MEC can do this on his or her own initiative or only after a request from the 

council. 

In dealing with this problem, the High Court emphasised the principle of co-operative govern-

ment and the respect for the institutional integrity of local government that it demands. It led 

the Court to determine that the MEC can only suspend or remove a councillor after a request 

from the council.

Principle 3: Non-divisive use of autonomy

All spheres of government must exercise their authority on the basis of the preservation of the peace, national 

unity and the indivisibility of the Republic.

Section 41(1)(a) of the Constitution:

“All spheres of government and all organs of state within each sphere must preserve the peace, national unity 

and the indivisibility of the Republic”

They must not only look at the interest of their own jurisdiction but ensure and be loyal to the well-being of the 

people of the Republic.

Section 41(1)(b) and (d) of the Constitution:

All spheres of government and all organs of state within each sphere must secure the well-being of the 

people of the Republic and be loyal to the Constitution, the Republic and its people”

Principle 4: Bounded exercise of autonomy

In exercising their authority, all spheres of government are bound by the founding values of the Constitution and 

by the Bill of Rights. 
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Section 1 of the Constitution:

The Republic of South Africa is one, sovereign, democratic state founded on the following values: 

(a) Human dignity, the achievement of equality and the advancement of human rights and freedoms. 

(b) Non-racialism and non-sexism. 

(c) Supremacy of the constitution and the rule of law. 

(d) Universal adult suffrage, a national common voters roll, regular elections and a multi-party system 
of democratic government, to ensure accountability, responsiveness and openness.

Principle 5:  Responsible exercise of autonomy

All spheres of government must provide effective, transparent and accountable government.

Section 41(1)(c) of the Constitution: 

“All spheres of government and all organs of state within each sphere must provide effective, transparent, 

accountable and coherent government for the Republic as a whole”

Principle 6:  Asymmetrical autonomy

The reach of powers and functions need not be the same for each province or municipality. Legislative and execu-

tive authority to provinces and municipalities may be assigned asymmetrically.

2.3  Powers and functions of the three spheres
In order to be able to adhere to the above principles and to the general principles of co-operative government, it is 

critical to know and understand the reach of each sphere’s authority. This section briefly describes the main areas 

of responsibility of each sphere in terms of the Constitution. This is done with reference to the two schedules in the 

Constitution (Schedules 4 and 5) that deal with the functional areas of the three spheres of government.

2.3.1 Authority of national government
Parliament can make and the National Executive can administer laws on any matter, including those that appear 

in Schedule 4 of the Constitution. The only area, where Parliament may not legislate are those listed in Schedule 5, 

as these matters are in principle, reserved for provinces. This means that Parliament can also make laws on matters 

that are not listed in Schedule 4. This is usually referred to as the “residual” competency of Parliament. Parliament 

thus has the exclusive competency to regulate residuary matters such as the national defense, foreign affairs, the 

criminal justice system, higher education, water and energy resources and such administrative functions as home 

affairs and tax collection. 
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2.3.2 Authority of provincial governments

Schedule 4 

Provincial legislatures can make and the Provincial Executive can administer laws on matters listed in Schedule 4 of 

the Constitution.  As Parliament can also make laws on Schedule 4 of the Constitution, the functional areas listed 

in Schedule 4 are therefore concurrent functions of the national and provincial governments.  The Constitution 

provides for a mechanism in the event of conflict.

The bulk of social services appear in Schedule 4 of the Constitution. They include school education, health services, 

social security and welfare services, housing and agriculture. In these areas the national government is responsible 

for policy formulation and determining regulatory frameworks including the setting of national norms and stan-

dards. The provinces’ role is largely that of implementation of services within the national framework.

Schedule 5 

In addition to their authority over Schedule 4, provincial legislatures can makes laws on matters listed in Schedule 

5. These matters are areas of exclusive provincial competence. They include matters such as the granting of liquor 

licenses, provincial roads, ambulance services and provincial planning. In principle, national government has no 

authority over these matters. However, Parliament can, under certain strict conditions, ‘intervene’ in Schedule 5 

matters by enacting legislation in that area

Schedule 4 of the Constitution

Functional areas of concurrent national and provincial legislative competence

Part A

Administration of indigenous forests 

Agriculture 

Airports other than international and national airports 

Animal control and diseases 

Casinos, racing, gambling and wagering, excluding lotteries and sports pools 

Consumer protection 

Cultural matters 

Disaster management 

Education at all levels, excluding tertiary education 

Environment 

Health services 

Housing 

Indigenous law and customary law, subject to Chapter 12 of the Constitution 

Industrial promotion 

Language policy and the regulation of official languages to the extent that the provisions of section 6 of 

the Constitution expressly confer upon the provincial legislatures legislative competence 

Media services directly controlled or provided by the provincial government, subject to section 192 

Nature conservation, excluding national parks, national botanical gardens and marine resources 



































Concurrent functions can be 

exercised by both national and 

provincial government

 See paragraph 2.4.1
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Police to the extent that the provisions of Chapter 11 of the Constitution confer upon the provincial 
legislatures legislative competence 

Pollution control 

Population development 

Property transfer fees 

Provincial public enterprises in respect of the functional areas in this Schedule and Schedule 5 

Public transport 

Public works only in respect of the needs of provincial government departments in the discharge of their 
responsibilities to administer functions specifically assigned to them in terms of the Constitution or any 
other law 

Regional planning and development 

Road traffic regulation 

Soil conservation 

Tourism 

Trade 

Traditional leadership, subject to Chapter 12 of the Constitution 

Urban and rural development 

Vehicle licensing 

Welfare services 

Part B

The following local government matters to the extent set out in section 155 (6) (a) and (7): 

Air pollution 

Building regulations 

Child care facilities 

Electricity and gas reticulation 

Firefighting services 

Local tourism 

Municipal airports 

Municipal planning 

Municipal health services 

Municipal public transport 

Municipal public works only in respect of the needs of municipalities in the discharge of their responsi-
bilities to administer functions specifically assigned to them under this Constitution or any other law 

Pontoons, ferries, jetties, piers and harbours, excluding the regulation of international and national ship-
ping and matters related thereto 

Stormwater management systems in built-up areas 

Trading regulations 

Water and sanitation services limited to potable water supply systems and domestic waste-water and 

sewage disposal systems
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Schedule 5 of the Constitution

Functional areas of exclusive provincial legislative competence

Part A

Abattoirs 

Ambulance services 

Archives other than national archives 

Libraries other than national libraries 

Liquor licences 

Museums other than national museums 

Provincial planning 

Provincial cultural matters 

Provincial recreation and amenities 

Provincial sport 

Provincial roads and traffic 

Veterinary services, excluding regulation of the profession 

Part B

The following local government matters to the extent set out for provinces in section 155 (6) (a) and (7): 

Beaches and amusement facilities 

Billboards and the display of advertisements in public places 

Cemeteries, funeral parlours and crematoria 

Cleansing 

Control of public nuisances 

Control of undertakings that sell liquor to the public 

Facilities for the accommodation, care and burial of animals 

Fencing and fences 

Licensing of dogs 

Licensing and control of undertakings that sell food to the public 

Local amenities 

Local sport facilities 

Markets 

Municipal abattoirs 

Municipal parks and recreation 

Municipal roads 

Noise pollution 

Pounds 

Public places 

Refuse removal, refuse dumps and solid waste disposal 

Street trading 

Street lighting 

Traffic and parking
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Provincial Constitution

 A provincial legislature can adopt a Constitution. This Constitution may not contradict the national Constitution. 

Provincial constitutions must be certified by the Constitutional Court. To date, the Western Cape is the only prov-

ince that has a provincial Constitution.  

Outside of the six metropolitan 

areas, local government functions 

are shared between district and 

local municipalities . 

The division of functions between 

district and local municipalities 

is regulated in Chapter 5 of the 

Municipal Structures Act 117 of 

1998.. 

Western Cape Constitution Act, assented to on 15 January 1998. The Constitution of the Western 

Cape was certified by the Constitutional Court in In re: Certification of the Constitution of the Western 

Cape, 1997.

2.3.3   Authority of local governments
Municipal councils can make and administer laws on matters listed in Schedule 4B and 5B of the Constitution. 

These include some key functions related to the built-up environment such as water and sanitation, electricity 

reticulation, refuse removal and stormwater management. Municipal councils also make laws on matters assigned 

to them by national or provincial legislation and they can also administer matters that have been assigned to them 

by agreement. The objects of local government in terms of the Constitution are:

a.   to provide democratic and accountable government for local communities;

b.  to ensure the provision of services to communities in a sustainable manner;

c. to promote social and economic development;

d.  to promote a safe and healthy environment; and

e. to encourage the involvement of communities and community organisations in the matters of local govern-
ment.

2.3.4 Division of powers between district and local 
municipalities

A district municipality must pursue the integrated, sustainable and equitable social and economic development of 

the district. It performs this role by:

ensuring integrated development planning for the district as a whole

building the capacity of local municipalities to perform their functions,

exercising local municipal powers where capacity is lacking

promoting the equitable distribution of resources between the local municipalities in its area.

2.3.4.1 The standard division 

The Municipal Structures Act provides for a standard division and for mechanisms to make changes to the standard 

division.  The Act lists the functions that belong to the district municipality, including key areas such as water, sani-

tation, bulk electricity and municipal health services. The Act also include functions that service the entire district, 

such as fire fighting, passenger transport, markets, promotion of tourism etc.

All remaining local government functions are vested in the local municipalities.









See page 5 Categories of                    

Municipalities
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Section 84(1) of the Municipal Structures Act

A district municipality has the following functions and powers:

(a) Integrated development planning for the district municipality as a whole, including a framework for 
integrated development plans of all municipalities in the area of the district municipality.

(b) Potable water supply systems.

(c) Bulk supply of electricity, which includes for the purposes of such supply, the transmission, distribution 
and, where applicable, the generation of electricity.

(d) Domestic waste-water and sewage disposal systems.

(e) Solid waste disposal sites, in so far as it relates to -

(i) the determination of a waste disposal strategy;

(ii) the regulation of waste disposal;

(iii) the establishment, operation and control of waste disposal sites, bulk waste transfer facilities and 
waste disposal facilities for more than one local municipality in the district.

(f ) Municipal roads which form an integral part of a road transport system for the area of the district mu-
nicipality as a whole.

(g) Regulation of passenger transport services.

(h) Municipal airports serving the area of the district municipality as a whole

(i) Municipal health services.

( j) Fire fighting services serving the area of the district municipality as a whole, which includes -

(i) planning, co-ordination and regulation of fire services;

(ii) specialised fire fighting services such as mountain, veld and chemical fire services;

(iii) co-ordination of the standardisation of infrastructure, vehicles, equipment and procedures;

(iv) training of fire officers.

(k) The establishment, conduct and control of fresh produce markets and abattoirs serving the area of a 
major proportion of the municipalities in the district.

(l) The establishment, conduct and control of cemeteries and crematoria serving the area of a major propor-
tion of municipalities in the district.

(m) Promotion of local tourism for the area of the district municipality.

(n) Municipal public works relating to any of the above functions or any other functions assigned to the 
district municipality.

(o) The receipt, allocation and, if applicable, the distribution of grants made to the district municipality.

(p) The imposition and collection of taxes, levies and duties as related to the above functions or as may be 
assigned to the district municipality in terms of national legislation.
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2.3.4.2 Changes to the standard division

The national Minister responsible for Provincial and Local Government can change the standard division by au-
thorising a local municipality to perform district functions pertaining to water, sanitation, electricity and health.

The MEC for local government can adjust the division of remaining local government functions if there is a lack of 
capacity on either side to perform the function. The Municipal Demarcation Board advises MECs and the national 
Minister on the division between district and local municipalities .

2.4 Dealing with overlap and concurrency of 
powers

Although Schedule 4 and 5 of the Constitution set out the functions for each sphere of government there will be 

overlaps between the functional areas of the three spheres. Disagreements may arise about who is responsible 

for a particular function and in whose budget the function resorts. Such disagreements may lead to poor service 

delivery, or a service may be duplicated, or neither sphere may want to deliver or pay for it.  This can lead to a lack 

of accountability – who should be held responsible for poor service delivery? 

The Constitution and other laws on intergovernmental relations offer a number of mechanisms that can be used 

to determine the final division of responsibility in areas of concurrence and overlap. These mechanisms must be 

applied bearing in mind the realities on the ground.

The national Minister responsible for Provincial and Local Government

Can change the standard division.
Can authorise a local municipality to 

perform district functions pertaining to 
water, sanitation, electricity and health.

The MEC for local government 

Can adjust the division of remaining local government functions if 
there is a lack of capacity on either side to perform the function.

The Municipal Demarcation Board

Advises MECs and the national Minister on the division 
between district and local municipalities

1

2

3
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Two broad challenges emerge, namely:

If two or sometimes even three spheres have authority over the same functional area: who does what?  

As the Schedules do not set out the finer details of these functions: what is the precise content of the 

functional areas? 

The above mentioned two challenges present themselves in five different scenarios, which each have their own 

solution. 





Both national and provincial governments have authority over Schedule 4 matters: how are 

conflicts resolved?

Schedule 5 matters are exclusive provincial matters but sometimes national government may 

make law on those matters: when is this permitted?

National, provincial and local governments have authority over Schedule 4B matters: who is 

responsible for what?

Both provincial and local governments have authority over Schedule 5B matters: who is respon-

sible for what?

The terms used in Schedules 4 and 5 often do not give clarity or cause confusion: how to resolve 

this confusion?

2.4.1 Both national and provincial governments have 
authority over Schedule 4 matters: how are 
conflicts resolved?

To cater for possible conflicts between national and provincial laws on Schedule 4, the Constitution puts forward 

a mechanism in section 146 of the Constitution. This mechanism provides that national legislation prevails when 

certain criteria are met.

In order for national legislation to prevail over provincial legislation, the national legislation must apply uniformly 

with regard to the country as a whole and, in addition, one of the following conditions must be met:

(a) The national law concerns a matter that cannot be regulated effectively by provincial legislation;

(b) The national law concerns a matter that requires uniformity across the nation and it aims to establish 
this uniformity by norms and standards, frameworks or national policies;

1

2

3

4

5
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(c) The national law is necessary for:

national security;

economic unity;

protection of a common market in respect of the mobility of goods, services, capital and labour;

promotion of economic activities that straddle provincial boundaries;

the promotion of equal opportunity or equal access to government services; or

protection of the environment

(d) The national law is aimed at preventing unreasonable action by a province that 

is prejudicial to the economic health or security interests of another province or the country as 
a whole; or

impedes the implementation of national economic policy.

















Example

In Ex Parte Speaker of the National Assembly: In re Dispute concerning the constitutionality of 
certain provisions of the National Education Policy the Constitutional Court applied the mecha-

nism in section 126 of the Interim Constitution which is similar to the above mechanism 

in the current Constitution. The case dealt with the establishment of national consultative 

structures and procedures on national education policy. It was argued that these structures 

and procedures infringed upon provincial powers over education (a Schedule 4 matter). The 

Constitutional Court ruled that concurrent lawmaking calls for co-operation between the 

spheres and that the establishment of structures and procedures for such co-operation do not 

in any way infringe on concurrent provincial powers.

2.4.2 Schedule 5 matters are exclusive provincial matters 
but sometimes national government may make law 
on those matters: when is this permitted?

Parliament can make laws on Schedule 5 only if the law is necessary:

(a) to maintain national security;

(b) to maintain economic unity;

(c) to maintain essential national standards;

(d) to establish minimum standards required for the rendering of services; or

(e) to prevent unreasonable action taken by a province which is prejudicial to the interests of another 
province or to the country as a whole.
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Example:

When Parliament enacted a law dealing with the manufacture, wholesale distribution and retail 

sale of liquor, the Constitutional Court had to decide whether Parliament had the power to 

make this law. The regulation of trade and the promotion of industry is a concurrent national 

and provincial competence (Schedule 4) but “Liquor licences” is an exclusive provincial compe-

tency (Schedule 5). In Ex parte President of the Republic of South Africa In re: Constitutionality of 
the Liquor Bill,  the Constitutional Court ruled that the Bill was partly unconstitutional. While 

licensing of production and distribution of liquor belonged at national level (because it took 

place across provinces, not confined to one province), retail sales belonged to the provincial 

sphere and so could not be regulated by national government.

2.4.3 National, provincial and local governments all three 
have authority over Schedule 4B matters: who is 
responsible for what?

The Constitution provides that municipalities have legislative and executive authority over Schedule 4B matters. 

The heading of Schedule 4B indicates that national and provincial governments also have authority over Schedule 

4B matters but only in a supervisory capacity, i.e. to see to the effective performance by municipalities of their 

functions. 

This means that municipalities can regulate the detail of Schedule 4B matters and national and provincial gov-

ernments can determine a framework within which municipalities can do this. This framework could deal with 

minimum standards and mechanisms for monitoring local government. Should national and provincial framework 

legislation conflict with one another, the mechanism mentioned under paragraph 2.4.1 should be applied to de-

termine which legislation prevails.

Example

‘Potable water supply’ appears in Schedule 4B and is therefore a local government matter. 

National government has determined a national framework for potable water supply (through 

the Water Services Act 108 of 1997). Municipalities must exercise their authority over 

potable water supply within the limits of this Act. They can regulate, in a by-law, the further 

detail of water supply in the municipality.

2.4.4 Both provincial and local governments have 
authority over Schedule 5B matters: who is 
responsible for what?

The Constitution provides that municipalities have legislative and executive authority over Schedule 5B matters. 

The heading of Schedule 5B indicates that provincial governments also have authority over Schedule 5B matters 

but only in a supervisory capacity, namely to see to the effective performance by municipalities of their functions. 
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This means that municipalities can regulate the detail of Schedule 5B matters and provincial governments can 

determine a framework within which municipalities must perform their authority over Schedule 5B matters. This 

framework could deal with minimum standards and mechanisms for monitoring local government.

Example  

‘Cemeteries’ is listed in Schedule 5B and is therefore a local government matter. The Kwa-

Zulu-Natal government has determined a provincial framework for cemeteries (through the 

KwaZulu-Natal Cemeteries and Crematoria Act 12 of 1996). Municipalities in KwaZulu-

Natal must exercise their authority over cemeteries within the limits of this Act. They can 

regulate, in a by-law, the further detail pertaining with cemeteries in their jurisdiction.

Supervision over municipal activity on Schedule 5B is, in principle, reserved for provincial governments. National 

government can only make laws on Schedule 5B matters if the criteria discussed under 2.4.2, are met. 

2.4.5 The terms used in Schedules 4 and 5 often do not 
give clarity or cause confusion: how to resolve this 
confusion?

A number of mechanisms can be used to overcome the confusion caused by overlapping or unclear competences. 

Confusion, for example, can arise over the functional area of roads as the Constitution allocates “provincial roads” 

to provinces (Schedule 4A) and “municipal roads” to municipalities (Schedule 5B). Another example is tourism in 

that “tourism” is a provincial matter (Schedule 4A) while “local tourism” is a municipal matter (Schedule 5B)

2.4.5.1 Resolution 1: Definitions in legislation

Competencies can be defined in national or provincial legislation.

Example

Section 1 of the National Health Act 61 of 2003 defines the Schedule 4B competency “munici-

pal health services” as follows: 

Municipal health services means

(a) water quality monitoring; 

(b) food control;

(c) waste management

(d) control premises;

(e) communicable disease control;

(f ) vector control;

(g) environmental pollution control;

(h) disposal of the dead; and

(i) chemical safety, but excludes port health, malaria control and control of hazardous 
substances.
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Example

Section 38(2) of the KwaZulu-Natal Tourism Act 11 of 1996 defines the Schedule 4B compe-

tency “local tourism” as including, but not limited to, the following core areas:

(i) monitoring local tourism operators and establishments for compliance with provincial 
policies and legislation;

(ii) promotion, marketing and development of local tourism within the metropolitan or 
district municipal area;

(iii) alignment of local tourism marketing initiatives with provincial tourism, marketing 
strategies;

(iv) facilitation of the participation of local communities in the tourism industry;

(v) securing equitable distribution of local tourism resources within the area of the metro-
politan, local or district municipality;

(vi) adopting measures and programs to transform the local tourism industry including 
granting preferences to women and small, medium and micro-enterprises;

(vii) implementing provincial tourism policy in conjunction with the authority; and

(viii) any other functions specified in national or provincial policies or legislation.

2.4.5.2   Resolution 2: Administrative definitions

The problem can also be addressed through administrative definitions. An example is the publication of definitions 

of powers and functions at local government level, issued by the Municipal Demarcation Board.

2.4.5.3  Resolution 3: Judicial definitions

A third possibility is judicial interpretation, where the courts pronounce on the definition of one or more competen-

cies. This is only helpful in situations where a specific conflict has in fact been taken to court.

Example

When Parliament enacted a law dealing with the manufacture, wholesale distribution and retail 

sale of liquor, the Constitutional Court had to decide whether Parliament had to power to make 

this law. The regulation of trade and the promotion of industry is a concurrent national and 

provincial competence (Schedule 4) but “Liquor licences” is an exclusive provincial competency 

(Schedule 5). In Ex parte President of the Republic of South Africa In re: Constitutionality of the 
Liquor Bill the Constitutional Court ruled that the Bill was partly unconstitutional. While licensing 

of production and distribution of liquor belonged at national level (because it took place across 

provinces, not confined to one province), retail sales belonged to the provincial sphere and so 

could not be regulated by national government.
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2.4.5.4  Resolution 4: Negotiation

A fourth possibility is negotiation where the organs of state from the spheres of government involved in the 

same functional area agree to allocate specific tasks to a particular sphere, in the spirit of co-operative government 

and mutual trust.

This option may be preferable as immediate clarity relevant to the parties is achieved without complex and cum-

bersome legislative or judicial proceedings. The Intergovernmental Relations Framework Act provides a tool in the 

form of implementation protocols, (and instructs spheres of government to conclude such a protocol) for the 

practical application of co-operation and co-ordination between organs of state, stakeholders or other agencies. 

2.5 Transferring powers and functions to 
provinces and local governments 

2.5.1  Introduction
The division of powers and functions between the three spheres discussed above is not static, it is dynamic. 

Additional functions and powers can be transferred from the national government to provincial and local gov-

ernment and from provincial government to local government. The Constitution even provides that, in certain 

circumstances, national and provincial governments must transfer functions to the local sphere, thereby applying 

the principle of subsidiarity.

2.5.1.1 Two ways to transfer power

There are two ways in which powers and functions can be transferred, namely assignment and delegation. In 

order to understand these two modes of transferring power, it is useful to distinguish between the authority role 

and the provider role related to a function. 

 2.5.1.2  Authority role

The authority role is the responsibility for ensuring that a function, such as municipal health services or provincial 

libraries, is exercised competently. It includes responsibility for-

(a) administration;

(b) planning;

(c) revenue raising through grant funding, taxes or user fees;

(e) policy development;

(f) supply-related legislation;

(g) appointment of service providers;

(h) monitoring service provision and intervening in the case of poor performance; and

(i) ownership of fixed assets associated with the function.

The sphere of government that performs the authority role does not necessarily need to also perform the provider 

role.

The protocol must describe the 

roles and responsibilities of each 

organ of state in the performance 

of the statutory function. These 

protocols could be negotiated 

through the appropriate intergov-

ernmental forum.  

An important guiding principle is 

the principle of subsidiarity, which 

means that a function should be 

performed at the lowest possible 

level to ensure maximum efficacy.

See paragraph 4.4
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2.5.1.3  Provider role

The provider role is the actual delivery of services to end-users and could involve responsibility for the operational, 

maintenance and capital requirements of the service. 

For example, the authority role for the function health services is reserved for provincial government but the pro-

vincial government may have delegated the provider role to municipalities. Municipalities then become responsible 

for the operational aspects to the function.

2.5.1.4  Assigning the authority role

The authority role can be transferred from one sphere to another by means of an assignment. Assignment is thus 

the permanent transfer of the authority role in relation to a specific function.  The legal regime for assignment is 

regulated in:

(a) the Constitution;

(b) the Municipal Systems Act; and

(c) the Financial and Fiscal Commission Act.

2.5.1.5 Delegating the provider role

The provider role can be transferred from one sphere to another by means of delegation. Delegation is thus the 

temporary transfer of the provider role in relation to a specific function.  This would ordinarily take place in the 

form of an agreement. Section 238(a) of the Constitution provides for delegation. 

2.5.2 Difference between delegation and assignment

2.5.2.1 Accountability and responsibility

If a function is assigned, the responsibility and accountability for that function is also being transferred. 

If a function is being delegated, the final responsibility and accountability for the performance of that function 

stays with the delegating authority.

2.5.2.2 Financial risk and intergovernmental finance

The assignment of a function must also show how funding is going to be undertaken within a period of three years 

and thereafter the outer years. If a function is delegated, the financial risk stays with the delegating authority.

This also means that an assigned function attracts intergovernmental finances in terms of the Division of Revenue 

Act. If a function is delegated, the intergovernmental finances still go to the delegating authority and not to the 

organ of state that performs the provider role. The delegating authority must then transfer the funds to the organ 

of state that performs the provider role.

The Department of Provincial 

and Local Government has 

published Guidelines on Alloca-

tion of Additional Powers and 

Functions to Municipalities.

See paragraph 5.1.2.2
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2.5.2.3 Instructions

After a function has been assigned, the delegating authority can no longer issue specific instructions aimed at 

individual matters. The assignment is intended to be a complete transfer of the function, including the decision 

making power with regard to individual matters. 

In contrast, after a function has been delegated, the delegating authority can issue instructions at any given 

time. 

NOTE:  it is permissible for a national or provincial government to ensure the success of an assignment through 

legislating a regulatory framework, comprising minimum norms and standards. This is different from the issuing of 

instructions in individual matters.

2.5.2.4 Supervision

 Once a function has been assigned, the assigning agency is responsible only to the extent that it has regulatory 

and supervisory powers. Its supervisory powers are limited to supervision in terms of section 139 of the Constitu-

tion. The municipality is responsible for policy and implementation. 

Delegating a function does not absolve the delegating agency of the responsibility for the entire function. If neces-

sary, the delegating agency can revoke the delegation and resume performing the function.

2.5.3 Who can assign?
To provincial government - Parliament and the national executive can assign powers and functions to provincial 

governments.

To local government - Parliament, provincial legislatures as well as national and provincial executives can assign 

powers and functions to local government.

2.5.4 Financial implications of assignments to local 
government

If an assignment to local government imposes a duty with financial implications on the municipalities concerned 

there is a specific duty on the assigning sphere of government to support local government. The national minister, 

MEC or other organ of state initiating an assignment must take appropriate steps to ensure sufficient funding, 

and capacity building initiatives as may be needed, for the performance of the assigned function or power by the 

municipalities.

2.5.5 Assignment powers of legislatures

2.5.5.1 From Parliament to provincial legislature

Parliament may assign any matter that falls within its residual competence to a provincial legislature. The assign-

ment is effected by means of an Act of Parliament.

See  paragraph 2.3.1 for an expla-

nation of ‘residual powers’
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2.5.5.2 From Parliament to local government

Parliament may assign any matter listed in Schedule 4A or any matter that falls within its residual competence to 

specific municipal councils or to local government in general.

Example

Parliament could assign the power to regulate  ‘Animal control’ (a Schedule 4A matter) to a mu-

nicipality. This would give that municipality the right to regulate and administer those matters 

within its area of jurisdiction.

The law prescribes a set of procedures that should be followed when Parliament wants to assign a matter to lo-

cal government. These procedures are aimed at ensuring broad consultation with various stakeholders about the 

proposed assignment before the Bill is tabled in Parliament.

The national minister proposing the assignment must inform the FFC of the proposed assignment and request it 

to assess its financial and fiscal implications. The minister must also consult the Minister responsible for Provincial 

and Local Government , the Minister of Finance, SALGA and the Local Government Budget Forum . Broadly speak-

ing, these consultations must deal with the reasons for opting for assignment, the financial implications over the 

medium and long term as well as the funding and support arrangements. When the Bill is tabled in Parliament, it 

must be accompanied by the FFC’s assessment and a memorandum dealing with the financial consequences.

C O

N
S

U
L

T
A

T
IO

N

Financial and Fiscal Commission 
(FFC)

Proposed assignment Minister responsible for Provincial 
and Local Government

Minister of Finance

South African Local Government 
Authority (SALGA)

Local Government Budget 
Forum

National 
Minister

Agenda
The reasons for opting for assignment
The financial implications over the medium and long term
The funding and support arrangements
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2.5.5.3 From provincial legislatures to local government

Provincial legislatures may assign any matters listed in Schedules 4A or 5A to specific municipal councils or to local 

government in the province. 

Example

The Western Cape Provincial legislature could assign the legislative power over ‘Libraries’ (a 

Schedule 5A matter) to a municipality. This would give that municipality the right to regulate 

libraries in its area of jurisdiction and administer that by-law.

Similar to the above, the law prescribes a set of procedures that should be followed when a provincial legislature 

wants to assign a matter to local government. These procedures are aimed at ensuring broad consultation with 

various stakeholders about the proposed assignment before the Bill is tabled in the legislature.

The MEC who is proposing the assignment must inform the FFC of the proposed assignment and request it to 

assess its financial and fiscal implications. The MEC must also consult the MEC for local government, the MEC of 

Finance and SALGA’s provincial division.  Broadly speaking, these consultations must deal with the reasons for 

opting for assignment, the financial implications over the medium and long term as well as the funding and sup-

port arrangements. When the Bill is tabled, it must be accompanied by the FFC’s assessment and a memorandum 

dealing with the financial consequences.

C O

N
S

U
L

T
A

T
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N

Financial and Fiscal Commission (FFC)MEC

Proposed assignment
MEC for local government

MEC of Finance

South African Local Government Authority (SALGA)

Agenda
The reasons for opting for assignment
The financial implications over the medium and long term
The funding and support arrangements
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2.5.6 Assignment of powers of the executives
The assignment of powers of the executives in the national and provincial spheres differs from the previous as-

signments in two important ways:

they concern executive powers only and no legislative powers; and

an executive assignment to local government must be concluded by means of an agreement.

2.5.6.1 National Minister to provincial executives

National Ministers can assign executive powers to MECs. The assignment must be in terms of an agreement be-

tween the Minister and the MEC. It takes effect upon official proclamation by the President.

2.5.6.2 National Minister to municipalities

National Ministers and MECs can assign executive powers to specific municipalities.





The law again contains procedures that need to be followed for the assignment by national or provincial 

executives. The most important are:

1. When a national Minister assigns a function to local government, the National Treasury must 

approve of the assignment. When an MEC assigns a function to local government, the relevant 

Provincial Treasury must approve of the assignment.

2. The FFC must be requested to assess the financial consequences of the assignment. The FFC’s 

recommendations must be considered and the national minister or provincial MEC must indicate 

the extent to which they have been taken into account.

3. Prior to the assignment, a memorandum dealing with the financial consequences must be submit-

ted to the Minister responsible for Provincial and Local Government  and the National Treasury. 

4. The Local Government Budget Forum must be consulted if a proposed assignment of a power or 

function to municipalities has financial implications for local government.

2.5.7 Subsidiarity
With regard to assignment to local government, an important dimension is added by the principle of subsidiarity. 

National and provincial governments must, in terms of section 156(4) of the Constitution, assign to a municipal 

council the administration of a matter listed in Schedules 4A or 5A if four conditions are met:

(a) the matter in question “necessarily relates” to local government;

(b) the matter would most effectively be administered locally; 
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(c) the municipality has the capacity to administer it; and

(d) the municipal council agrees to the assignment.

The subsidiarity principle applies only to the functional areas of Schedule 4A and Schedule 5A. Residual matters 

that fall within the national competency are not subject to the subsidiarity principle. 
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Interrelatedness - Supervision over 
provincial and local government

3.1 Introduction: monitoring, support 
and intervention

This chapter looks at the second theme within the context of co-operative government, 

namely the notion that the three spheres are “interrelated”. The interrelatedness is central 

to this chapter. 

The exercise of functions and powers by one sphere is always supervised by one or more 

spheres of government. This enables oversight over development and service delivery and 

ensures that checks and balances are in place to avoid abuse of power. 

3.1.1 Monitoring
Monitoring occurs when one sphere measures the compli-
ance of another sphere with legislative directives . 

Both national and provincial governments have a constitutional duty to monitor local gov-

ernment. The Constitution provides in section 155(6)(a) that provincial governments must 

provide for the monitoring and support of local government in the province. Section 155(7) 

of the Constitution provides that national and provincial governments must see to the per-

formance of municipalities.

Chapter 3

This chapter looks at who makes 

sure that all three spheres of 

government work properly, and 

what measures are implemented 

if they do not. 

Supervision emerges from the 

Constitution and the relevant 

legislation in three different ways, 

namely monitoring, support and 

intervention.
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3.1.2 Support
Support refers to measures of assistance to ensure that another sphere is 
able to perform adequately . 

In section 41(1)(h), the Constitution generally instructs all three spheres to support one another. 

3.1.3 Intervention
Intervention is the unilateral interference by one sphere into the affairs of 
another sphere in order to remedy an unacceptable situation . 

The existence of this instrument shows that IGR is not all about persuasion and dialogue. At some point, the “hard 

edge” of IGR makes itself felt, where the situation is in danger of breaking down. In the case of the three spheres, 

this means that a provincial or a local government is not fulfilling its obligations as defined in the Constitution or 

legislation. Interventions, albeit as a last resort, by the national and provincial sphere may then be justified in terms 

of sections 100 and 139 of the Constitution respectively. 

3.2 Monitoring of local government
One of the important features of governance in South Africa is the growing emphasis on accountability and perfor-

mance management.  A wide range of Monitoring and Evaluation mechanisms have been introduced throughout 

government to monitor local government. 

3.2.1 Monitoring in terms of the Municipal Systems Act
Generic monitoring instru-

ments, employed by national and 

provincial departments of local 

government, are provided for in 

the  Systems Act. 

The Act estab-
lished a framework 

for performance 
management within 
municipalities on a set 
of general key perfor-
mance indicators

The Municipal Systems Act 32 of 2000 provides for national and provincial setting 

of standards for and monitoring of local municipalities by the MEC for Local Govern-

ment and by the Minister responsible for Provincial and Local Government. The Act 

contains provisions that empower the Minister responsible for Provincial and Local 

Government and the MECs for local government to require municipalities to submit 

information.

The Systems Act also provides for a more intrusive form of monitoring. This instrument 

can only be applied by the MEC for Local Government to a specific municipality when 

it fails to adhere to a legislative directive or when there is maladministration, fraud, 

corruption or any other serious malpractice in the municipality”. It empowers the MEC 

to demand information or appoint a Commission of Enquiry.

The Systems Act also establishes a framework for performance management within 

municipalities. This framework contains a number of instruments that can be used 

for monitoring local government. For example, after the end of their financial year, 

municipalities must produce an annual report. Municipalities are also compelled to 

report, in terms of their own performance management system, on a set of general 

key performance indicators (KPIs), prescribed by the Minister responsible for Provincial 

and Local Government . Each of these KPIs is applicable to all municipalities. The Min-

ister must annually compile a report on the performance of municipalities on these 

general KPIs and submit it to Parliament and to the MECs for local government.

The Act requires 
MECs for local 

government to mu-
nicipalities to submit 
information

The Act empowers 
MECs to demand 

information or ap-
point a commission 
of enquiry when there 
is maladministration 
and other serious 
malpractices.
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General key performance indicators

The following compulsory KPIs have been set in the Local Government: Municipal Planning and Perfor-

mance Management Regulations, 2001 (Government Gazette Vol. 434, No. 22605):

(a) The percentage of households with access to basic level of water, sanitation, electricity and solid 
waste removal;

(b) The percentage of households earning less than R1100 per month with access to free basic ser-
vices;

(c) The percentage of a municipality’s capital budget actually spent on capital projects identified for a 
particular financial year in terms of the municipality’s integrated development plan;

(d) The number of jobs created through municipality’s local, economic development initiatives includ-
ing capital projects

(e) The number of people from employment equity target groups employed in the three highest levels 
of management in compliance with a municipality’s approved employment equity plan;

(f ) The percentage of a municipality’s budget actually spent on implementing its workplace skills plan; 
and

(g) Financial viability as expressed by the following ratios:

Where -

“A” represents debt coverage

“B” represents total operat-
ing revenue received

“C” represents operating 
grants

“D” represents debt service 
payments (i.e. interest + 
redemption) due within 
the financial year;

Where -

“A” represents outstand-
ing service debtors to 
revenue

“B” represents total out-
standing service debtors

“C” represents annual 
revenue actually received 
for services;

Where -

“A” represents cost coverage

“B” represents all available 
cash at a particular time

“C” represents investments

“D” represents monthly fixed 
operating expenditure,

A = B - C
D

A =  B 
C A = B + C

D

3.2.2 Monitoring in terms of the Municipal Finance 
Management Act

The national and provincial treasuries monitor whether municipalities comply with the MFMA and with norms 

and standards of sound financial management. The MFMA instructs the municipal manager, as the municipality’s 

accounting officer, to submit a variety of information, returns, documents, explanations and motivations to the 

national and provincial treasuries. These are used to monitor the municipality’s finances.

The national and provincial treasuries also monitor the budgets of municipalities to establish whether they are 

consistent with the national government’s fiscal and macro-economic policy and whether they have taken account 

Financial monitoring instruments 

employed by the national and 

provincial treasuries are provided 

for in the Municipal Finance 

Management Act

For example, municipalities may 

be requested to provide informa-

tion regarding their budget to the 

provincial or national treasuries 

or to the sector departments for 

water, sanitation and electricity .
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of the provincial budget.  Once a municipal budget is tabled in the council, it must be submitted to the provincial 

treasury.

A more intrusive form of monitoring is the power of the National Treasury to investigate a municipality’s system of 

financial management and internal control and make recommendations for improvements. 

3.2.3 Monitoring in terms of sector legislation
In addition to the generic and financial monitoring, sector departments oversee local government performance 

through instruments in their own sector legislation. 

Example: 

The South African Police Services Act 68 of 1995 which enables municipalities to set up a 

municipal police service, provides a monitoring role for the National Police Commissioner. 

Similarly, the Water Services Act 108 of 1997 enables the Minister, responsible of Water 

Affairs and Forestry to monitor local governments’ performance in water delivery.

3.3 Support
Chapter 3 of the Constitution lays the basis for a system of mutual dependency of each level of government 

Section 125(3) of the Constitution instructs the national government to support provinces. 

Section 154(1) of the Constitution instructs the national and provincial governments to support and 

strengthen the capacity of municipalities to manage their own affairs, to exercise their powers and perform 

their functions. This section places an obligation to both the national and provincial government to sup-

port and strengthen the capacity of municipalities to manage their own affairs, exercise their powers and 

perform their function. 

Section 155(6) obliges provinces to promote the development of local capacity to enable municipalities to 

perform their functions and to manage their affairs . 

These responsibilities give provinces an important role in the institutional development of municipalities, which will 

be pivotal in ensuring the success of the local government system.

The constitutional duty to support can be fulfilled in a number of ways.

Fiscal Relations

Constitutional support is a basis for the system of intergovernmental fiscal relations: Central government is obliged 

to support provincial and local government by means of the transfer of grants to enable these sphere to perform 

adequately. This does not mean, however, that the provincial or national government can be liable for the debts 

of municipalities.







 The essential features of the 

intergovernmental fiscal relations 

are outlined in Chapter 5 . 
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Example 

In MEC for Local Government, Mpumalanga v IMATU, the provincial government was sued 

by IMATU because a municipality failed to pay pension, medical aid and bond contributions 

to its employees. IMATU wanted the court to order the provincial government to pay the 

money because the provincial government has the duty to support municipalities (section 154 

of the Constitution). The Court disagreed with IMATU and ruled that this duty to support 

can only be invoked by the municipality itself, not by a creditor. Secondly, even if this duty to 

support is invoked by a municipality it does not mean that the provincial government is liable 

for municipal debts. It could, however, mean that a provincial government can be asked by a 

court to show what it has done to support the municipality.

Project 
Consolidate

Support Programmes

EPWP

URP & 
ISRDP

Project Consoli-
date is a hands-on 
local government 
support and 
environment pro-
gramme, targeting 
136 of the weak-
est municipalities 
in South Africa. 

The EPWP creates jobs 
and provides training to 
enhance worker skills and 
increase their capacity to 
earn a living after they 
leave the programme . 

The URP & ISRDP are  
Presidential initiatives set 
up to tackle issues of pov-
erty and underdevelop-
ment in 21 nodes. There 
are 13 Rural districts and 
8 urban townships

Project Consoli-
date is not about 
allocating more 
money – it is 
about increas-
ing capacity to 
effectively spend 
existing resources.

Capacity building

The focus of the constitutional duty to support is shifting from fiscal support to support in the form of capacity 

building to assist provincial and local government to discharge their responsibilities. 
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3.3.1 Support programmes for local government 
Government has launched a number of support programmes to assist local government to discharge its constitu-

tional mandate.  What follows is a brief overview of the most important support programmes, exercised jointly by 

national and provincial governments . 

3.3.1.1 Project Consolidate

Project Consolidate emerged out of a dplg initiative to undertake a countrywide survey on capacity at municipal 

level. The dplg identified a number of municipalities that are experiencing a short-term need for intense, hands-on 

support. This extends not only to poorly performing municipalities, but also those in areas of high unemployment 

and poverty with considerable backlogs in service. The problem areas are to be addressed by means of provincial 

project management units and support structures, and affected municipalities working in partnership with SOEs, 

business, labour, civil society and development agencies. 

 Where necessary, specialist teams of administrators are deployed to municipalities to tackle weaknesses. The focus 

is on basic service delivery, infrastructure development and stronger Local Economic Development (LED). Where 

necessary, municipal institutions are developed. A key task is achieving financial viability for the municipality, as is 

improving governance and public participation and eliminating corruption.

3.3.1.2 Expanded Public Works Programme (EPWP) 

The Expanded Public Works Programme (EPWP) is one of government’s national initiatives aimed at drawing a 

significant number of the unemployed into productive work.  It consists of the following four sectors: 

infrastructure, 

environmental and cultural, 

social and economic sectors. 

The benefit for local government is not more money but opportunities for Local Economic Development. Local 

governments are expected to maximise the benefits of the EPWP by carrying out infrastructure projects (e.g. roads) 

as labour-intensively as possible. In this they must liaise with the Department of Public Works . 

The Municipal Infrastructure Grant (MIG) has, as one of its conditions, that all projects it funds must be labour-in-

tensive. The dplg has a MIG Management system which can assist to promote this goal, and further collaboration 

is needed with the Construction Sector Education and Training Authority to provide proof of qualifications and 

skills learned “on the job” by workers. 

3.3.1.3 URP and ISRDP

The Urban Renewal and the Integrated Sustainable Rural Development Programmes are presidential initiatives 

aimed at providing targeted support to 21 rural and urban areas. These 13 rural districts and 8 urban townships 

represent the largest concentrations of poverty in South Africa. All agencies of government are encouraged to 

pay special attention to poverty alleviation in these 21 areas and Cabinet plays an oversight role in monitoring 

progress in these areas. 
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URP and the ISRDP rely for success on cross-departmental and inter-sphere co-operation. Numerous sectoral 

departments are involved. The programmes are supported by technical teams and the allocation of political cham-

pions.

The central focus of the URP and the ISRDP programmes is to intensify the offensive on poverty and underdevelop-

ment in these targeted areas, called rural and urban nodes.

Common features of the programmes include:

Poverty targeting and alleviation as an explicit objective;

Focus on micro- and local economic development imperatives;

Improved coordination and integration of service delivery across government, with a particular focus at a 

local level;

The decentralisation of decision-making and setting of priorities at a local level;

The need for a demand-driven approach to development, where local projects are identified through the 

municipal integrated development planning process; and

Recognition that various partnerships will be necessary to ensure the success of each of the programmes. 

The URP nodes are selected because of their common features. These features 
include:

Apartheid townships; 

Poverty and high levels of crime; 

Depleted formal engineering infrastructure that needed rehabilitation/upgrading;

Shortage of formal housing stock, including informal housing component;

Inadequate operational and maintenance budgets;

Low internal economic opportunities;

Low education and skills levels of resident population; and

Poorly connected to surrounding neighbourhoods.

The presidential urban nodes in terms of the URP are: 

Alexandra in the City of Johannesburg;

Mitchell’s Plain and Khayelitsha in the City of Cape Town;

Inanda and KwaMashu  in the eThekwini Municipality;

Mdantsane in the Buffalo City Municipality;

Motherwell in the Nelson Mandela (Metropolitan Municipality); and

Galeshewe in the Sol Plaatjie Municipality.
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The presidential rural nodes in terms of the ISRDP are:

Eastern Cape:

Chris Hani DM, 

Ukhahlamba DM, 

O.R Tambo DM, 

Alfred Nzo DM

KwaZulu-Natal: 

Ugu DM

Umzinyathi DM

Zululand DM

Umkhanyakude DM

Free State:

Thabo Mafutsanyana DM

Northern Cape:

Kgalagadi DM

Limpopo:

Sekhukhune DM

Maruleng LM

Western Cape:

Central Karoo 

Mpumalanga:

Bushbuckridge LM

In the spirit of a co-ordinated, integrated approach to rural and urban development, all three spheres of govern-

ment are required to play their role. Each node has its “political champions” in the form of specific (deputy-) minis-

ters and/or MECs. Furthermore, political and technical champions have been appointed both within provinces and 

nodal municipalities. The dplg plays a vital linking role between national, provincial and local leaders.

The roles of national political champions are: 

to promote the development priorities that emerged from their node’s IDP;

to monitor and influence the allocation, re-alignment and reprioritisation of national programmes and 

budgets as they pertain to the development of their node; 

to address strategic challenges at a political level that prevent these nodal development priorities from 

being achieved; 

to mobilise critical national level stakeholders (private sector, parastatals, donors, NGOs) for the purpose of 

harnessing additional resources for government’s efforts in the node; 

to visit nodes regularly so as to maintain strategic visibility of the government’s programmes and to advo-

cate for appropriate changes and adjustments in the delivery process;

to share experiences in a structured forum with other political champions;

to translate the broad annual work plan into a node specific set of actions, in conjunction with provincial 

and nodal level champions; and

to act as mentors to the other political champions, in particular nodal champions. 
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If the central government assumes responsibility for specific obligations, it must notify the NCOP 

within 14 days of the intervention. 

The role of the NCOP is twofold

First, the NCOP must approve the intervention within 180 days after it began. The NCOP can set 

its own terms to the approval. The NCOP’s disapproval means the end of the intervention. 

Second, if the intervention is not disapproved, the NCOP regularly reviews the intervention and 

makes recommendations to the national executive.

3.4  Intervention
3.4.1 Introduction
Intervention may be necessary if the monitoring mechanisms reveal serious shortcomings and support mechanisms 

have been unable to remedy these shortcomings. 

As these interventions are serious inroads into the distinctiveness (‘autonomy’) of another sphere, they are a last 

resort and subject to specific procedures. The Constitutional Court has described the steps taken in terms of section 

100 and section 139 as “a process of implementation of corrective measures”. The aim is not merely the fulfilment 

of an obligation that a province or municipality failed to fulfil, but to ensure that it will be fulfilled in the future. An 

intervention should thus be solution-oriented.

The national executive can take “appropriate steps” but only after bilaterals with the province concerned have 

failed to produce a settlement. The issuing of a directive and the assumption of responsibility are specific steps, 

mentioned by the Constitution. 

3.4.1.1 Section 100

Section 100 of the Constitution explains the powers of national government to intervene in the affairs of a prov-

ince. The conditions for a section 100 intervention are that the province is failing (for whatever reason) to fulfil its 

“executive obligations in terms of legislation or the Constitution”. This means that the national executive cannot 

intervene in the legislative functions of a province.

The national executive issues a directive, setting out the failure of the provincial government and 

what steps are required to make sure they are met. 

If the directive is not complied with, the national executive can resort to assumption of responsibility 

if the problem is particularly serious

The Constitutional Court has determined that a directive must always be issued before the national 

executive assumes responsibility 

Section 100 of the Constitution 

provides for national intervention 

in provincial government. Section 

139 of the Constitution provides 

for provincial intervention into a 

municipality.

1
Step

2
Step

As these interventions are serious 

inroads into the distinctiveness 

(‘autonomy’) of another sphere, 

they are a last resort and subject 

to specific procedures.
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In response to 
a crisis situation 

not financial in 
nature

In response to a 
failure to fulfill 

an “executive 
obligation  in 
terms of the 
Constitution or 
legislation”

Regular interventions can be applied by the provincial executive in response to a crisis 

situation in a municipality that is not financial in nature. 

For example, problems related to mismanagement, councillors’ conduct or a complete 

breakdown of relations with the community, are examples of crises that are not strictly 

financial in nature . 

Regular interventions can only be applied to a failure to fulfil an “executive obliga-

tion in terms of the Constitution or legislation”. For example, a municipality fails to 

provide clean, potable water to its residents, thereby failing to fulfil its obligations in 

terms of the Water Services Act 108 of 1997. Another example is a situation whereby 

a municipality fails to keep proper financial records, thereby failing to fulfil its obliga-

tions in terms of the MFMA .

The NCOP thus performs an important oversight function over the national executive, protecting provincial inter-

ests at the same time. The function of the NCOP is not to favour provincial interests above all else. It must also 

perform an integrative function, seeking to harmonise provincial concerns with national interests. 

To reach a decision concerning a section 100 intervention, the NCOP has the power to call witnesses or demand 

documents, and give the affected province the opportunity to put its case to the NCOP. In addition, NCOP decisions 

on section 100 matters have to be endorsed by at least five of the nine provinces’ representatives.

The intervention can be terminated either by the national executive or the NCOP. 

3.4.1.2 Section 139

The Constitution enjoins the local government sphere with the vital task of driving the development of the areas 

it controls, therefore Constitution provides that provincial government can intervene when local government fails 

to deliver on its obligations. This is a drastic step chosen only after all other options for resolving the matter have 

been exhausted.

Section 139 of the Constitution (as amended in 2003) empowers the provinces to intervene under a set of circum-

stances. The Constitution now makes provision for three types of intervention: 

1. Regular interventions in response to a crisis that is not strictly financial in nature;

2. Intervention in response to a municipality having budgetary problems; and

3. Intervention in response to a municipality experiencing a crisis in financial affairs.

In addition, the Municipal Finance Management Act 56 of 2003 (MFMA) has added a further intervention proce-

dure in the case of serious financial problems.

3.4.2 Regular interventions into local government

3.4.2.1 When to intervene

A regular intervention cannot 

be applied to a municipality’s 

legislative function, that is the 

approval of by-laws and bud-

gets or the imposition of rates, 

taxes, levies, duties, service fees 

and surcharges on fees.
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The provincial executive must inform the Minister responsible for Provincial and Local Government of 

the intervention and request him or her to approve the intervention. The Minister must approve within 

28 days after the intervention began. The intervention will end automatically if the Minister has not 

approved the intervention or has disapproved it. 

The Provincial Executive must also notify the Provincial Legislature so as to enable the legislature to 

exercise oversight over the provincial executive. 

Finally, the provincial executive must notify the National Council of Provinces (NCOP), and request 

its approval. The NCOP has an important oversight role. The Constitution clearly appoints the 

provincial executive as the primary decision-maker when it comes to the assumption of responsibility. 

Both the approval and the review by the NCOP are intergovernmental checks and balances aimed at 

guarding the integrity and efficiency of the intervention process.

A regular intervention can comprise of “appropriate steps”. 

The Constitution mentions three steps in particular: (1) the issuing of a directive, (2) the assumption of responsibil-

ity and (3) the dissolution of the municipal council.

3.4.2.2  Directive

If a provincial executive intends to start the section 139 processes by issuing a directive, a prior notice is required. 

The Provincial Executive must afford the municipality an opportunity to respond to the notice. The directive can 

be issued only after the representations, made by the municipality, have been considered. After the provincial 

executive has considered the representations of the municipality and he or she concludes that intervention is still 

necessary, a directive can be issued. The directive outlines the failure on the part of the municipality and details the 

steps to be taken by the Municipal Council to remedy the situation.

3.4.2.3  Assumption of responsibility

If the municipality fails to implement the directive and the situation is particularly serious, the Provincial Executive 

can proceed to assume the responsibility for the relevant obligation in the municipality. Section 139(1)(b) outlines 

the specific circumstances under which assumption of responsibility is permitted. Assumption of responsibility 

would normally mean that the Provincial Executive appoints one or more persons to temporarily be in charge of 

(parts of) the affairs of a municipality.

If the provincial executive proceeds to assume responsibility, it must notify three organs of state, who each have 

a specific role to play.

1

2

3

The NCOP must approve the intervention within 180 days after the intervention began. The intervention will end 

automatically if the NCOP has not approved the intervention or has disapproved it. The NCOP can set its own 

terms to the approval. 
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If the intervention continues, the NCOP regularly reviews the intervention and can make non-binding recommen-

dations to the provincial executive regarding the implementation of the intervention.

The assumption of responsibility can be terminated either by the Provincial Executive or by the NCOP. 

3.4.2.4  Dissolution of the Municipal Council

 The Provincial Executive can dissolve the Municipal Council “if exceptional circumstances warrant such a step”. 

The term “exceptional” also implies that the Provincial Executive should not resort to dissolution easily. The Con-

stitutional Court’s view on interventions is that it is a process comprising subsequent steps: this suggests that dis-

solution cannot be the first step in that process: it is the final step in a process comprising more than one attempt 

to arrive at a solution. A specific example of circumstances warranting dissolution is where the Municipal Council 

refuses to co-operate with an administrator and refuses to pass legislative acts such as a budget or revenue raising 

measures. 

The MEC for local government appoints an administrator. His or her task will be to ensure the continued function-

ing of the municipality until a new Municipal Council has been declared elected.

If the Provincial Executive dissolves a municipal council, it must immediately notify the Minister for Provincial and 

Local Government, the Provincial Legislature and the National Council of Provinces. Both the Minister and the 

NCOP can set aside the dissolution within 14 days after the NCOP has received the notification. Strictly speaking, 

an explicit approval is not required.

3.4.3 Financial interventions into local government
In 2003 section 139 of the Constitution was significantly amended to enable provinces (and in some instances 

the national government) to intervene in municipalities that are experiencing financial problems. The amendments 

provided the constitutional basis for the measures provided for in the Municipal Finance Management Act 56 of 

2003 (MFMA) with regard to municipalities experiencing financial trouble.

The MFMA identifies three types of financial crises, each warranting a different form of intervention.

1. The first refers to general financial problems, mainly relating to the inability of municipalities 
to meet their financial commitments. This is a discretionary intervention that may commence with a 
directive to the municipality to implement a financial recovery plan, failing which the council may be 
dissolved. The intervention is managed by the MEC for Local Government.

2. The second relates to the failure of a municipality to adopt a budget or impose revenue-
raising measures. These are legislative instruments without which the municipality cannot function. 
As the source of the problem is the council’s failure to adopt these legislative instruments, the manda-
tory intervention is the dismissal of the council. In light of the financial nature, the law prescribes that 
this intervention process is managed by the MEC for Finance.

3. The third refers to a crisis in a municipality’s financial affairs. As the problem is deep-seated, 
the solution is the directive to implement a financial rescue plan and, depending on the crisis, other 
measures which may include the dissolution of the council. Again, this intervention must be managed 
by the MEC for Finance.

If a provincial government fails to intervene (adequately) in one of the latter two scenarios, the national govern-

ment could intervene in its place.

Section 139 also provides for 
the dissolution of the Municipal 

Council. 
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3.4.4 General financial problems

3.4.4.1 When to intervene

This intervention can be applied when a municipality’s financial problems are still remediable short of drastic in-

tervention measures.  This not only refers to failures to meet contractual obligations to pay creditors, be they staff 

or suppliers, but also the municipality’s commitment to manage its financial system soundly. The financial problem 

must be caused by or result in a failure by municipality to comply with executive obligations in terms of the Con-

stitution or legislation. There must thus be a causal link between the problem and the non-complied executive 

obligation. This link is important to establish because it has a direct bearing on the focus of the intervention. 

3.4.4.2 Intervention measures

The provincial executive may take a number of steps on receiving information that a municipality is experiencing 

financial problems.

The preliminary  steps are to investigate the seriousness of the problems and 
determine whether the problem is sufficiently serious or sustained that the mu-

nicipality would benefit from a recovery plan.

If it decides so, it may request any suitably qualified person to prepare an appropriate 
plan within a stipulated period. The terms of reference may include recommending 
suitable changes to the municipality’s budget and revenue-raising measures to give 
effect to the plan.

The provincial executive must  consult with the mayor to obtain the municipality’s co-op-
eration in resolving the problem, and implementing the recovery plan if one is prepared. 

The municipality must implement the  financial recovery plan when it receives it.. It has the 
same effect as a directive issued in terms of section 139(1) of the Constitution.

Further steps may follow where the municipality fails to implement the plan. These can include 
assumption of responsibility for the implementation of the recovery plan or dissolution of the 
council. These steps are taken in terms of section 139(1) as the procedures discussed there  apply.

Another possibility is the dissolution of a council in terms of section 139(4) of the Constitution and the ap-
pointment of an administrator pending the election of a new council and the approval of a temporary budget. 
This may only take place if a municipality cannot or does not fulfil an obligation in terms of the Constitution 
or legislation to approve a budget or revenue-raising measures necessary to give effect to the budget. 

OR

1

4

5

6

2

3

A financial problem refers gener-

ally to a municipality’s inability to 

meet its financial commitments .

See paragraphs 3.4.2.3 and 
3.4.2.4
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3.4.5 Inability to approve a budget
This type of financial intervention deals with the problem flowing from the inability of a council to approve a 

budget or revenue-raising measures necessary to give effect to the budget. Because the approval of a budget and 

the revenue-raising measures are legislative acts, before the 2003 constitutional amendment, Provincial Execu-

tives were unable to intervene even when a council was so dysfunctional that it could not agree upon a budget.  

The amendment to section 139 has made it possible for provinces to intervene in the legislative authority of a 

municipality for a limited purpose. Since the council, having legislative authority, is the source of the financial crisis, 

(a municipality cannot function without an approved budget), the solution is sought through the dismissal of the 

council, the appointment of an administrator until a new council is elected and the approval of a temporary budget 

until the new council approves one. 

3.4.5.1 When to intervene

Every municipal council must approve an annual budget before the start of the budget year s 16(1) MFMA), which 

commences on 1 July every year. Given the mandatory requirement of having a budget, the failure to approve 

one invokes a mandatory intervention: the provincial executive must intervene where a municipality has failed to 

adopt a budget. 

3.4.5.2 Intervention measures

The intervention may comprise of “any appropriate steps” to ensure that the budget or revenue-raising measures 

are approved, including dissolving the council.

3.4.5.3 Procedural requirements

The Constitution imposes no procedural requirements prior to dissolution. However, once section 139(4) has been 

invoked, section 139(6) provides for certain notification requirements. 

The duty to draw up a municipal 

budget is contained in the MFMA 

The Provincial Executive must submit within seven days of the dissolution a written notice of the 

intervention to the Minister of Local Government, the Provincial Legislature and the NCOP.

The Minister must be informed of the intervention because the national government must monitor the 

province’s performance; if the Provincial Executive does not perform its supervisory role adequately, the 

national government may intervene in its stead. 

The provincial legislature must be informed as it performs its usual oversight function over the execu-

tive. 

The NCOP must be kept informed of the intervention as part of its overall oversight role with regard 

to monitoring of and intervention in municipalities . 

1

2

3

4
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3.4.5.4 Termination of the intervention

The intervention is terminated by the election of a new Council. The administrator’s function becomes obsolete and 

the Council exercises its full executive and legislative authority. The temporary budget continues until such time as 

the new council approves a new budget. 

3.4.6 Intervening in a municipality due to a crisis in 
financial affairs

This intervention is similar to the intervention in the case of serious financial problems. The difference is that the 

seriousness of the problem has resulted in a crisis calling for more intrusive remedial steps.  An intervention in 

case of a serious financial problem is discretionary, a mandatory duty is imposed on the provincial executive to 

intervene in case of a crisis. The intervention may entail both executive and legislative measures, the latter requir-

ing the dissolution of the council. 

3.4.6.1 When to intervene

In determining whether a crisis in financial affairs is present in a municipality, all relevant facts must be consid-

ered.

What constitutes ‘crisis in financial affairs’?

The MFMA gives some guidance by providing a non-exhaustive list of factors, which singly or in combina-

tion, may indicate whether the conditions for intervention are met:

The municipality has failed to make any payments due to a lender or investor as and when due. It will 

usually entail banks providing a line of credit to municipalities.

The municipality has failed to honour a contract of security.

The municipality has failed to make payments, which individually or collectively are a large amount. 

The amount can be prescribed by the Minister of Finance, or, in the absence of such regulation, the 

amount is more than two per-cent of the municipality’s budgeted operating expenditure.

The municipality’s failure to meet its financial commitments has impacted, or is likely to impact, on 

the availability or price of credit to other municipalities. It is the case of contagion; the one bad apple 

affects the basket. Lenders and investors may shy away from lending to municipalities or increase the 

cost of credit in fear that other municipalities may also default on loans. 

The recurring or continuous failure by a municipality to meet its financial commitments has substan-

tially impaired its ability to procure goods, services or credit on usual commercial terms.











3.4.6.2 Intervention measures

Once the jurisdictional facts are present, the Provincial Executive must act in terms of section 139(5) of the Con-

stitution, which foresees a two-stage process.
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stage

This phase follows if the municipality cannot or does not implement the plan. The intervention then consti-

tutes dissolution of the council or assumption of responsibilities by the provincial executive. Key to the process 

is the recovery plan.

Dissolution - The provincial executive must dissolve the council if it does not implement the legislative aspects 

of the plan, most notably the budgetary and revenue-raising measures. An administrator is appointed who 

ensures the continued functioning until a new council is elected.

Assumption of responsibility - If the problem is not the legislative measures (the Council has approved the 

proposed budget and revenue-raising measures) but the ability or capacity to implement the plan (including 

the budget), the provincial executive may assume responsibility for the implementation of the executive aspects 

of the plan. An administrator is appointed who takes responsibility for implementing the recovery plan.

3.4.6.3 Procedural requirements

When section 139(5) of the Constitution has been invoked, section 139(6) imposes certain notification require-

ments. The provincial executive must submit within seven days a written notice of the intervention to the following 

interested parties:

2nd

stage

This stage entails the imposition of a financial recovery plan. Unlike the case of a discretionary intervention 

where any suitable person may prepare a plan, the provincial executive must request the National Treasury’s 

Municipal Financial Recovery Service to prepare a financial recovery plan. This plan, once approved by the 

MEC, is binding on the municipality.

1st

The Minister of Local Government;1
The provincial legislature; and

The NCOP.

2
3
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3.4.6.4 Termination

The various intervention measures will terminate according to their objectives. First, after the dissolution of a coun-

cil, the appointment of an administrator is terminated on the election of the new council. Second, the assumption 

of responsibility for the implementation of the plan ends when the municipality can implement it by itself. Finally, 

the plan comes to an end when its objectives have, in the opinion of the provincial executive, been met. 

3.4.7 National intervention into local government
The Constitution provides that, where the provincial government fails to intervene to solve a financial problem in 

a municipality, the national executive is empowered to intervene in a municipality. This would be permitted under 

the following circumstances: 

1. The provincial executive cannot or does intervene. For whatever reason, the province did not respond 
to the failure of a municipality to approve a budget; or 

2. The provincial effort is inadequate for the task at hand. The inadequacy of the provincial action could 
relate to the failure to appoint an administrator, the failure to adopt a temporary budget, or to admin-
ister the municipality in the three months period.

3.5 Conclusion
Intervention has been described by the Constitutional Court as a “process”, consisting of a number of “successive 

steps”. These successive steps encompass the entire spectrum of supervisory measures discussed in this chapter.

In very general terms, the steps entail the following:

1. Monitoring and review of performance of provinces and municipalities;

2. Identification of the non-fulfilment of executive obligations or essential budgetary or revenue raising 
obligations;

3. Provision of support in order to achieve fulfilment of the relevant obligations;

4. If support fails, adoption of an intervention power (i.e. the issuing of a directive, assumption of respon-
sibility, dissolution of the municipal council or the imposition of a financial recovery plan) that is legally 
permitted and appropriate in that specific situation;

5. Notification of, and sometimes review by, the Minister responsible for Provincial and Local Govern-
ment  and the Provincial Legislature;

6. Notification of, and sometimes review by, the NCOP of the intervention measure;

7. Management of the intervention measure; and

8. Termination of the intervention measure.
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Interdependent - Co-operation 
between spheres of government

4.1 Introduction
The previous chapters discussed the autonomy of the three spheres and how one sphere can 

supervise another sphere through binding measures. However, Intergovernmental relations 

is not merely about exercising autonomous powers or supervising the exercise thereof: most 

of the challenges of integrated governance are met through co-operation. This chapter deals 

with the vast array of instruments and methods to achieve co-operation

Broadly-speaking, the four most important types of instruments for achieving intergovern-

mental co-operation are:

Chapter 4

Co-operation is the act of align-

ing and integrating governance 

across spheres so as to ensure 

coherence. It is different from 

supervision in that it takes place 

in a context of equality: each 

participating sphere is an equal 

partner.
1. Intergovernmental planning and budgeting; 

2. Intergovernmental forums; 

3. Implementation protocols; and

4. Dispute resolution

The Intergovernmental Relations Framework Act 13 of 2005 touches on or deals with all four 

aspects which is why this Act is specifically introduced at the beginning of this chapter. 
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4.1.1 Intergovernmental Relations Framework Act: an 
introduction

The Intergovernmental Relations Framework Act, 2005 (Act No. 13 of 2005) is a key piece of legislation for 

intergovernmental relations. Before its adoption there was no single formal law that defined IGR, set the basic 

framework for intergovernmental relations and provided procedures for the settlement of intergovernmental dis-

putes. The Constitution sketches only the broad outlines and principles of South Africa’s intergovernmental rela-

tions. This lack of detail reflects an understanding that the intergovernmental relations system in South Africa must 

be flexible and negotiable within certain broad parameters. The intergovernmental relations system in South Africa 

is a work in progress. The details have to be filled in by best practices.

The objective of the IRFA is to give effect to the constitutional requirement regarding structures and institutions to 

promote IGR and mechanisms and procedures to facilitate dispute resolution.

The purpose of this is to encourage coordination by the three spheres of government in the implementation of 

policy and legislation.  

Another requirement is to promote certainty, stability and predictability in the system of IGR, as well as transpar-

ency and accountability.

How does the Act seek to achieve this? 

The Act establishes a broad statutory framework dealing with:

(a) key principles of co-operative government and IGR;

(b) intergovernmental forums that form the institutional spine of IGR;

(c) implementation protocols that facilitate integrated service delivery; and

(d) rules for the settlement of intergovernmental disputes.

4.2 Intergovernmental planning and budgeting
Coherent and integrated governance requires the alignment of policies and priorities across spheres. Strategic 

planning and budgeting are therefore vital aspects of the co-operation between spheres of government. There are 

a number of planning tools that are designed to achieve alignment across spheres.  

4.2.1 Provincial Growth and Development Strategy 
(PGDS)

Each provincial government drafts a Provincial Growth and Development Strategy (PGDS).  A PGDS is a long-term 

view of a province’s development trajectory. It should be informed by both the national priorities and the integrat-

ed development plans of municipalities in the provinces. It takes its cues from the National Spatial Development 

Programme (NSDP) and the Medium-Term Strategy Framework (MTSF). 

The IRFA was enacted to capture 

some of the best practice that had 

evolved and provide a framework 

for further development of IGR.

A PGDS is a long-term view of a 

province’s development trajectory. 

This section briefly discusses the 

most important tools, namely In-

tegrated Development Planning, 

the Provincial Growth and De-

velopment Strategy, the National 

Spatial Planning Perspective and 

the cabinet cluster system. 
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The PGDS is the “core alignment mechanism” for each province, providing a co-ordination and implementation 

strategy. In those provinces where the PGDS is already in place, district, metropolitan and local municipalities have 

to be involved in a programme for coordinated action.

The PGDS consists of two parts.

4.2.1.1  Part 1: Long-Term Strategic View

The first part takes the form of a Problem Statement, an assessment of Assets, Opportunities and Constraints and a 

Vision and Values Statement, followed by key strategies to be implemented. The interventions must clearly identify 

roles, and provide for the overall coordination of investment and service delivery by all stakeholders. It must include 

resource allocation, IDPs, priorities and mechanisms for involving the private sector and civil society.

A PGDS requires a thorough analysis of the demographic, spatial, environmental, economic, social and migratory 

trends and dynamics of the province. The context for this is the principle of sustainable development, the spatial 

analysis of the province, and the patterns and trends in the provincial economy. The focus should be on identifying 

key areas of need and investment potential based on solid analytical foundations.

The PGDS must take into account the “triple bottom line” of economic viability, social equity and ecological sus-

tainability. As part of this, the province must formulate a “Provincial Spatial Development Framework”, including 

areas of growth potential, capacity assessment and constraints.

4.2.1.2  Part 2: Implementation, Monitoring and Evaluation Plan

The second part includes a set of annually-revised implementation goals, the identification of “political champi-

ons” (e.g. the Premier) for specific projects, effective communication across government, appropriate technical 

support structures and capacity, resource allocation, coordination and budgeting, and monitoring and evaluation. 

In this sense the PGDS itself is an implementation tool for national priorities and programmes.

4.2.1.3 Implementation and monitoring

Several agencies monitor the PGDS, reflecting its horizontal and vertical alliances across government spheres and 

between line departments. These include the Presidency, the dplg and the Premier’s Office. They extend to the 

national and provincial sector departments, while the strategy must be integrated with the National Spatial Devel-

opment Perspective (NSDP), co-ordinated across the 53 district and metropolitan areas of South Africa.

The Premier’s Office is the main driver and coordinator of the strategy. The Premier’s Intergovernmental Forum 

assists with co-ordination and communication. 

4.2.2 Integrated Development Plans (IDPs): 
IDP is one of the most important instruments of coordination between provincial and local government. 

Service delivery by all spheres of government comes together in a focal point of coordination and alignment at 

local government level. The White Paper on Local Government (1998) stated that local government is in-

The PGDS is a tool that guides 

and coordinates the allocation 

of national, provincial and local 

resources and private sector 

investment to achieve sustainable 

development outcomes

You can access your provinces 

PGDS at www.idp.org.za

See paragraph 4.3.8
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creasingly being seen as a point of integration and coordination for programmes of other spheres of government 

and one of the most important methods for achieving greater coordination in integrated development planning.   

4.2.2.1 What is an IDP?

The Municipal Systems Act 32 of 2000 and the Municipal Finance Management Act 56 of 2003 instruct each 

municipality to develop a strategic plan, called the integrated development plan. This plan is the basis for the 

municipal budget. The IDP is adopted by the municipal council and reviewed annually.

The IDP has three important features.

First, it is based on extensive public participation and therefore contains the needs and priorities identi-

fied by the local communities  

Second, it is aligned with the development plans and strategies of other affected municipalities and 

the national and provincial governments

Third, it complements and influences the development plans of and strategies of other affected 

municipalities and the national and provincial governments.

4.2.2.2 Realising integration across spheres

The municipal plans in and of themselves will not realise the integrative potential of the IDP. True integration of 

plans and budgets requires commitment from all three spheres to utilise the instruments provided for the IDP 

framework. 

1. The IDP processes, designed by the municipality, must include extensive consultation with relevant na-
tional and provincial departments and parastatals so as to ensure alignment. Municipalities must in-
form themselves of planning requirements that relate to them and incorporate them into their IDPs.

2. Similarly, national and provincial sector departments and parastatals must ensure that they are part 
of municipal IDP processes and of their annual review. They can then be aware of and influence the 
content of IDPs. 

4.2.2.3 District municipalities and IDP

District municipalities play a lead role in intergovernmental planning. They adopt a district IDP as well as a district 

framework. This framework guides all IDP processes in the district. The district framework acts as a channel through 

which many of the national and provincial plans and priorities reach municipalities. It also acts as a binding force, 

outlining principles and procedures, according to which the district will ensure a working plan for the district. 

4.2.2.4 MEC for local government

The MEC for local government is instrumental in facilitating alignment in the IDP framework. Each IDP 

is submitted to the relevant MEC and reviewed, particularly for consistency with national and provincial 

plans and priorities. In this review process, the MEC for Local Government pulls together all relevant 

national and provincial stakeholders and departments and requests their comment.

The MEC can recommend changes to the IDP. If there is disagreement between the MEC and a munici-

pality, a special dispute resolution mechanism applies .







The rules on IDP contain a num-

ber of instruments that seek to 

realise integration across spheres.  
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4.2.3 National Spatial Development Perspective (NSDP) 
The National Spatial Development Perspective acts as a policy co-ordination and indicative planning tool for the 

three spheres of government. The apartheid government ideology distorted investment planning. This led to unsus-

tainable industrial development on the fringes of black bantustans, or the diversion of investment solely to ‘white’ 

urban South Africa. Since 1994, the concern in government has been to avoid reinforcing these trends. Hence the 

National Spatial Development Perspective (NSDP) addresses the spatial consequences of investment and develop-

ment programmes. The NSDP provides a context for government programmes in all three spheres, to ensure that 

underdeveloped areas of the country are not neglected. 

The NSDP was drafted in 1998 and updated regularly. It incorporates the key demographic, economic and environ-

mental trends and a set of normative principles to guide dialogue about government’s spatial priorities. Local and 

provincial governments are specifically urged to help identify the relative comparative advantage of localities, to 

direct infrastructure investment and development programmes most effectively. 

The NSDP is not a national development plan; it is a guiding principle of 

national planning and intergovernmental planning co-ordination. It pro-

vides a “common language” for different spheres of government to frame 

their development priorities. 

The NSDP can be found on the dplg’s presidency website, on the IDP Nerve Centre

4.2.4 Cluster system at national and provincial 
government

4.2.4.1 Introduction

The President and the Cabinet are key players in the IGR arena. Another important instrument for intergovernmen-

tal coordination is the Cabinet system that “clusters” the work of departments in six related functional areas:

1. Social Cluster;

2. Economic Cluster; 

3. Investment and Employment Cluster; 

4. International Relations Cluster; 

5. Peace and Security, Justice and Crime Prevention; and 

6. Governance and Administration Cluster.

http://www.idp.org.za/
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4.2.4.2 Support

A Cabinet office exists for each of the six cluster committees of Cabinet, each with its own technical team to 

provide support. Each cluster is supported by the DGs of the departments involved and by the Policy Co-ordination 

and Advisory Services, situated in the Office of the Presidency. 

4.2.4.3 Performance management

Each cluster is subject to high expectations in terms of measurable progress in key performance areas. In April, and 

subsequently in every second month, the Cabinet clusters report to Cabinet on the implementation of develop-

ment programmes. Progress within each cluster is eventually monitored from within the Office of the Presidency. 

The President himself, through his Office, is thus the watchdog of South Africa’s drive to higher levels of economic 

growth, social and economic equity and job creation. 

4.2.4.4 Effects for IGR

The implication of the cluster system has been that it has led to an approach that seeks integrated government 

with all those involved in a particular sector of activity,  from all areas of government (for example governance 

and administration) represented within the cluster meetings. These committees are supported by the national 

Minister concerned, plus his or her provincial counterparts – the nine MECs. This cluster system also provides for 

provincial participation by including provincial directors-general as members of clusters. Some provinces have also 

implemented their own cluster system.

The cluster committees operate within the five-year rolling Medium-Term Strategy Framework (MTSF), which in 

turn formed the Medium-Term Expenditure Framework (MTEF) in which the annual Budget is contextualised. Every 

national department and every provincial government is thus under pressure to use the overall planning frame-

work of government as agreed by Cabinet to develop their own planning cycles.  Provincial planning cycles then 

fit in with the national cycle and national plans and priorities .

4.2.5 Budget cycle 

4.2.5.1 Introduction

The budget cycle is perhaps the most important tool for intergovernmental coordination. This section provides an 

overview of some key themes and terms in the budgeting cycles of national, provincial and local government. It 

then proceeds to highlight the most important milestones in the budgeting process.

4.2.5.2 Budgeting cycles

Intergovernmental planning has to take into account that government works in different budgeting cycles. The 

financial year for national and provincial governments is from 1 April to 31 March. Local government’s financial 

year starts on 1 July and ends on 30 June. 

4.2.5.3 Medium-Term Expenditure Framework (MTEF)

Budgetting at all three spheres takes place within the context of the MTEF. The MTEF is a rolling three-year budget. 

It contains revenue and expenditure plans of government over three years. Each year the budget allocations and 

The cluster system means a much 

more strategically focused and 

tightly directed approach to policy-

making and implementation .
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revenue estimates for the first year, which is the annual budget, is voted on. The figures for the two outer years are 

used as planning tools and then serve as the starting point for finalising the next year’s budget.

 4.2.5.4 Medium Term Strategic Framework (MTSF)

The MTSF is a national five-year planning framework that informs the strategic plans of the various departments. 

In May of each year, FOSAD starts drafting its MTSF for the following year, following up on this at a June FOSAD 

workshop. Premiers contribute to this process in preparation for the July Cabinet Lekgotla where Cabinet reviews 

the five-year MTSF. Cabinet finalises the MTSF in January.

4.2.5.5 MTBPS

The Medium Term Budget Policy Statement (MTBPS) is published by the National Treasury in October/November. 

Some provincial treasuries also publish their own MTBPS as well. The MTBPS is a broad statement of fiscal policy 

which covers the medium term (3 years). It deals with macro-economic projections, frameworks for taxation, 

spending and borrowing and policy priorities for the MTEF. Setting out the main policy choices that government 

confronts as it finalises the budget, the document summarises governmental strategy and anticipated service 

delivery outcomes and challenges.

The broad estimates and policies outlined in the MTBPS in November are then fleshed out and detailed further 

in the Main Budget, published in February. The MTBPS is thus a precursor to the Main Budget, and is sometimes 

referred to as a ‘mini-budget’.

4.2.5.6 Municipal budgets and IDPs

The Integrated Development Plan (IDP) for each municipality sets out the strategic objectives, rationale and service 

delivery objectives for the municipality over the medium term.  This document must be updated on a regular basis. 

The IDP sets out the direction for the municipality and should feed directly into the municipal budget, which al-

locates the resources required to achieve the service delivery objectives. 

The content of the IDPs and budgets influences provincial and national spending priorities and plans. The IDPs 

are developed within the framework of national priorities and provincial growth and development strategies. 

IDPs should also be aligned to the National Spatial Development Framework (NSDF) and the municipality’s Local 

Economic Development (LED) strategy.

Municipal IDPs must be adopted within 16 months after the election of a new municipal council and updated 

annually. 

4.2.5.7 IYM reports and Service Delivery Budget Implementation Plans

The Service Delivery Budget Implementation Plan (SDBIP) is an invaluable tool used by municipal councillors and 

managers, as well as other stakeholders, to track progress, improve transparency and hold local governments ac-

countable.  It includes timeframes, measurable targets, and performance indicators. The mayor of the municipality 

adopts the SDBIP within 28 days after the approval of the budget.

The IDP is a consultative process 

and is developed with input from 

civil society, the private sector and 

government.

The IDP sets out the strategic 

objectives

The budget allocates resources for 

those objectives;

The Service Delivery Budget 

Implementation Plan (SDBIP) 

provides a detailed operational 

plan for programme implementa-

tion and expenditure.

See paragraph 4.3.11.1 for 

FOSAD

See paragraph 4.2.2
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According to the In-year Monitoring System (IYM) set out in the MFMA and PFMA, municipalities submit monthly 

reports of their revenue, expenditure and borrowing to the Provincial Treasury. They also include projections for the 

remainder of the financial year.

4.2.5.8 State-owned enterprises

State-owned enterprises (e.g. Eskom) are also expected to align their planning cycles to the National Planning 

Framework. Overall leadership of the NPF falls to the Policy Co-ordination and Advisory Services Unit in the Presi-

dency, supported by FOSAD.

4.2.5.9 Milestones in the budget cycle

Makgotla

The Makgotla are critical in the national budgeting process. The Makgotla form the basis for the President’s State 

of the Nation Address at the opening of Parliament each year, and set the context for the national Budget an-

nounced in March every year.

Every January and July, Cabinet Makgotla are convened and chaired by the President.  Provincial Premiers and 

Directors-General are also invited. 

The January Lekgotla sets the Plan of Action (PoA) for the year ahead. The July Lekgotla is the senior meeting to 

measure progress reported by the Cabinet Clusters. It also sets the background for the planning process for the 

following year by drawing on the priorities decided on by the Cabinet Clusters in November of the previous year. 

The national Cabinet convenes in a Lekgotla. 

All national and provincial departments are obliged to notify their respective treasuries of pro-
jected allocations to local government. This must be done before 20 January so as to enable the 
treasuries to ensure that municipalities can include these in their budgets.

The work on the annual review and adoption of IDPs and budgets in municipalities is nearing 
completion: municipalities are working towards adoption.

M
ile

st
on

es
 in

 th
e 

bu
dg

et
 c

yc
le

January: Lekgotla and compilation of allocations to local government
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The National Treasury sets its priorities in April each year and makes indicative allocations to 
each national sector department and to the nine provinces. These are placed before the Bud-
get Council Lekgotla in July. Local government input is obtained through the participation of 
SALGA in the Budget Forum.
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Municipalities have a budget tabled in the Municipal Council before the end of March. This 
budget must be passed before 1 July. As the provincial and national financial year would have 
commenced on 1 April, municipalities have to consider both the current national and provincial 
budgets as the draft budgets for the following financial year.

Municipal budgets must also take into account the national fiscal and macro-economic policy, 
the annual Division of Revenue Act (published with the Main Budget), and any agreement 
reached in the Budget Forum.

In drafting their budget, municipalities consult with the provincial treasury.

When the budget is tabled in the council, it must be submitted to the provincial treasury and to 
the National Treasury. It must also be submitted to other municipalities affected by it. 

April: National Treasury makes indicative allocations

March: Local government budgets tabled

Municipal Councils must have had full council meetings before 1 June to consider the approval 
of their budget.

May: Municipal Council must have started approval process
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In the months thereafter but before September, national departments develop their MTEF 
submissions, in consultation with their provincial counterparts, within the parameters of these 
indicative allocations. The submissions from national departments are discussed and evaluated 
at MTEC hearings held between the line department and National Treasury.  Subsequently, 
recommendations are made to and discussed by Cabinet. 

During this period, discussions about the Division of Revenue Bill take place whereby the input 
of the Fiscal and Financial Commission is taken into consideration, and at municipal level, 
preparations for the next budget are starting . In order to streamline the budget and IDP pro-
cesses, the mayor tables a time schedule before 1 September outlining the key deadlines of the 
budget and IDP processes. Preparation towards the IDP review and towards the next budget 
commence.
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Municipal Councils must adopt/review their IDPs and adopt their budgets before the end of 
June.

July-September: departmental and provincial budget submissions

June: adoption of municipal IDPs and budget

In November, the final allocations and the Division of Revenue Bill are presented to the Budget 
Council and to the Budget Forum. The broad preliminary projections are also presented to 
Parliament as part of the Medium Term Budget Policy Statement see 4.2.5.5. The final prepara-
tions then lead to the submission of a Division of Revenue Bill and a Budget to Parliament in 
February.

At the same time, reporting over the past year and groundwork for the next January Cabinet 
Lekgotla also takes place. FOSAD meets to finalise the provincial reports to the relevant Minis-
ters in time for the January Cabinet Lekgotla. Sector departments submit end of year reports to 
the Presidency, highlighting critical issues, and laying the groundwork for the January Cabinet 
Lekgotla. Local government structures start developing programmes and budgets for the next 
budgetary year and the medium term.

November: presentation to Budget Council, Budget Forum and Parliament
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In February, the President makes the State of the Nation Address, and the Minister of Finance 
makes the Budget Speech to Parliament on Budget Day. Then the provincial Premiers follow 
with their equivalents of State of the Nation Address (the “State of the Province” speeches). 
Provincial MECs for Finance are required to table their provincial budgets in the provincial 
legislature within two weeks of the national Budget Day. A legislative process follows whereby 
the budget is interrogated and debated in plenary and committee in Parliament and provincial 
legislatures before approval is voted.

February/March: national and provincial budgets                                              
tabled in the following year

Further documentation

The Intergovernmental Fiscal Relations Act 97 of 1997 can be found at www.polity.org.za/html/govdocs/leg-

islation/1997/act97.pdf.

The Budgetary process is explained more fully by the National Treasury, in its 2002 Budget Guidelines, found 

at www.treasury.gov.za/documents/budget/2002/guidelines/ chapter_3.pdf.

A useful guide to the Intergovernmental Planning cycle can be found in Working together for Development: 

Understanding Intergovernmental Relations, published by the Department of Provincial and Local Govern-

ment.

The Municipal Finance Management Act Circulars 10 and 19, issued by the National Treasury, deal with the 

local government budget process of 2005/2006 and 2006/2007. These circulars also contain important infor-

mation on the local government budgeting cycle. The circulars are available from www.treasury.gov.za.

A useful resource is also the 2002 South African Budget Guide and Dictionary, published by IDASA’s Budget 

Information Service
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Calendar for intergovernmental planning

Month Activity Purpose Implementing Agent(s)

January National Cabinet Lekgotla PoA for the year;

Broad medium-term issues

Programme for the year

Cabinet, Premiers, Deputy Ministers, 
DGs

Treasuries compile allocations to LG Support municipal budgeting National and provincial departments 
& treasuries

February State of the Nation Address

State of the Province Addresses

Budget Speech

PoA placed on govt. website

Communication to public and Parlia-
ment

Public communication

Public communication

Public communication

President

Premiers

National Treasury

GCIS

March Provincial budget speeches. Public communication Provincial Treasuries

Municipal Budgets tabled Commence budget approval process Mayors

April Report to Cabinet on PoA M&E and public communication 
Programme for the financial year

Clusters and Cabinet

National Treasury makes indicative 
allocations to departments/provinces

Enable MTEF submissions National Treasury

May FOSAD MANCO discusses draft MTSF Discuss and process document for 
submission to July Cabinet Lekgotla

FOSAD

June State of LG Addresses and budgets

FOSAD workshop

Report to Cabinet on PoA

Public communication

Prepare for July Cabinet Lekgotla

M&E and public communication

Mayors

FOSAD, incl. Prov DGs and HoDs

Clusters and Cabinet

July National Cabinet Lekgotla Review of implementation of 
PoA;Adopts MTSF

Cabinet, Premiers, Deputy Ministers, 
DGs

August Departments and Provinces submit 
strategic priorities to National Trea-
sury on basis of MTSF

Report to Cabinet on PoA

Assist Mincombud and National Trea-
sury to start planning for allocation of 
resources

M&E and public communication

Departments, Mincombud, National 
Treasury, Provinces

Clusters and Cabinet

September MTEC hearings Oral discussions on budgetary submis-
sions

Departments, National Treasury, 
Provinces, Cluster Chairs

October Report to Cabinet on PoA

MTBPS

M&E and public communication

Communicate medium-term fiscal 
policy

Clusters and Cabinet

National Treasury

November Yearly reports to the Presidency from 
Departments and Provinces

Annual review and/or focus on 
specific issues

Medium-Term plans for 06/09

Departments, Provinces, the Presi-
dency

Municipal ExCos, Managers

December FOSAD workshop

Update of some PoA issues on gov-
ernment website

Prepare for January Cabinet Lekgotla

Public communication

FOSAD, incl. Provincial DGs and HoDs

Clusters, the Presidency, GCIS
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4.3 Intergovernmental Forums
4.3.1 Introduction
Mutual consultation and co-ordination of policy, legislation and implementation are key values of the cooperative 

government. If the executives of the three spheres of government meet at regular intervals, it can go a long way at 

living up to these values. Effective intergovernmental forums are therefore at the heart of a system of intergovern-

mental relations. They are often complemented and supported by technical structures, where officials of the same 

spheres of government meet in preparation and support of the political equivalent.

4.3.2.1 IGR Forums are not decision-makers

Intergovernmental forums are not decision making bodies, they are consultative bodies. Government’s decisions 

are made by its democratically elected national and provincial legislatures and municipal councils and its demo-

cratically legitimate executive structures. Decisions taken by intergovernmental forums must be ratified or ap-

proved by the constituent organs of state before they can be binding on that particular organ of state.

4.3.2.2 Role of IGR Forums

The key task of any IGR Forum is to be a platform where the constituent organs of state share information and 

consult and coordinate their activities. This is particularly important with regard to planning.  IGR Forums are key 

drivers for coordinated planning.  Development planning in each sphere of government must be co-ordinated with 

the development planning of other spheres within the overall framework of national development planning . IGR 

Forums are a useful avenue to avert public confrontation and judicial action when there are tensions between 

spheres of government.   

4.3.2.3 Key IGR Forums

There are a plethora of informal activities and meetings that would constitute an IGR Forum. For example, every 

time a provincial minister meets with a mayor to discuss an issue of common concern, one could speak of an ‘IGR 

Forum’.

However, there are quite a number of IGR Forums that have been formalised, either by law or by consistent prac-

tice. In this section, the following vital IGR structures are discussed:

(a) President’s Coordinating Council;

(b) MinMECs;

(c) Budget Council;

(d) Local Government Budget Forum;

(e) Premier’s Intergovernmental Forums; and 

(f) District Intergovernmental Forums.

Intergovernmental forums 

are consultative forums where 

executives of  different spheres 

of government come together to 

discuss matters of common inter-

est. Equivalent 

IGR Forms play an important 

role in resolving intergovernmen-

tal disputes.
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A general legal framework for IGR Forums can be found in the Intergovernmental Relations Framework 

Act 13 of 2005 (IRFA). 

The Intergovernmental Fiscal Relations Act 97 of 1997 provides for two specific IGR forums.

Other sector legislation can also provide for IGR Forums.

4.3.2 Role of the IRFA
Intergovernmental forums function best when there is clarity on their status, role, governing principles and the re-

lationship between them and their component executive authorities. Uncertainty and confusion about the ground 

rules result in inconsistent practices, unreasonable expectations and unconstitutional conduct. 

The Intergovernmental Relations Framework Act is broadly enabling. It provides for certain IGR structures but it 

does not seek to limit the number of IGR institutions to the ones listed in the Act. The names used by the IRFA for 

IGR structures are merely working titles: provincial governments may (and have) adopt(ed) their own terminology. 

The Act does not preclude any legislation to establish a particular IGR structure.

The Budget Council and the Local Government Budget Forum exist in terms of the Intergovernmental Fiscal Rela-

tions Act 97 of 1997. The other IGR structures, mentioned above are based on the Intergovernmental Relations 

Framework Act even though most of them existed in some or other form before the Act came into being. The 

Intergovernmental Relations Framework Act provides for the ground rules of intergovernmental forums.

The Act states that in the event of a conflict between a provision of the Act and a provision of another Act of Parlia-

ment regulating intergovernmental relations, the provision of the other Act prevails. Furthermore where there were 

pre-existing structures such as MinMECs, they are regarded as having been established in terms of the IRFA.

An important aspect of the Intergovernmental Framework Act is that it deals with the relationships between IGR 

structures. It envisages clear channels of dialogue between the various intergovernmental forums. The Act lays 

down lines of information flows between the President’s Co-ordinating Council (PCC), MinMECs, Premier’s Inter-

governmental Forums, and the District Intergovernmental Forums. 

4.3.3 Internal rules for IGR structures

The Intergovernmental Relations Framework Act instructs every IGR structure to adopt internal rules that deal 

with:

(a) the name of the IGR structure;

(b) the role of the chairperson;

(c) who chairs if the chairperson is absent;

(d) frequency of meetings and how meetings are convened;

(e) procedures for decision making;

(f) procedures for dispute resolution; and

(g) procedures for changing the internal rules.

See the IRFA Act, chapter 2, 

parts 2 to 5 for more information 

on intergovernmental forums
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4.3.4 President’s Co-ordinating Council (PCC)
The PCC is a consultative form for the President in which he or she raises matters of national interest with provin-

cial governments and local government and hears their views on those matters. 

4.3.4.1 Composition and functioning

The PCC consists of:

(a) The President;

(b) The Deputy President;

(c) The Minister in the Presidency;

(d) The Minister of Provincial and Local Government; 

(e) The Cabinet member responsible for finance;

(f) The Cabinet member responsible for the public service

(g) Provincial Premiers; and

(h) A municipal councillor designated by the national organisation representing organised local govern-
ment

The President is the chairperson of the Council. He or she can invite any person not mentioned in the IRFA to a 

meeting of the Council. The President determines the agenda but the Ministers may suggest contributions to the 

agenda. The Department of Provincial and Local Government provides the PCC’s secretariat.

4.3.4.2 Role

The PCC owes its existence to the need for a consultative body to deal with cross-sectoral issues. It allows provin-

cial and local government to contribute to national policy and ensures a coordinated response to implementing 

national policies and programmes at provincial and local level.  The PCC lies at the heart of the intergovernmental 

system, helping to develop joint programmes of action, monitoring implementation, and coordinating national, 

provincial and local strategic planning.  The PCC is used to consult the provincial governments and organised local 

government on matters relating to the implementation of national policy and legislation in provinces and munici-

palities; the coordination and alignment of priorities, objectives and strategies across national, provincial and local 

governments and on other matters of strategic importance that affect the interests of other governments.

4.3.4.3 Place within IGR context

The PCC is the central forum to which other intergovernmental forums should be linked, forming channels of 

communication across sectors and spheres. The PCC gives coherence to the system, the stability and predictability 

of which is enhanced by formalising the framework of its composition and functions that have evolved over the 

past few years. 

The PCC is a consultative form 

for the President in which he 

or she raises matters of national 

interest with provincial govern-

ments and local government 

and hears their views on those 

matters. 



CHAPTER 4 
                                   INTERDEPENDENT - CO-OPERATION BETWEEN SPHERES OF GOVERNMENT

	 � � PRACTITIONER’S GUIDE TO THE INTERGOVERNMENTAL RELATIONS SYSTEM IN SOUTH AFRICA

4.3.5 MinMECs
MinMECs are a classic example of a best practice that is captured in legislation.  They emerged in the face of the 

need to oversee areas of joint concurrent competency between spheres as contained in Schedule 4 of the Con-

stitution (see paragraph 2.3), especially provincial and national government. With the enactment of the IRFA, all 

MinMECs were given a basis in legislation. 

4.3.5.1 Membership

Each MinMEC consists of:

the relevant national Minister, 

the Deputy Minister, 

the nine provincial MECs in the same functional area, and

local government representatives if the function is related to Schedule 4B and 5B of the Constitution 

 4.3.5.2 Functioning

The Cabinet Minister is the chairperson of the MinMEC. He or she can invite any person not mentioned in the IRFA 

to a MinMEC. The Minister determines the agenda but the MECs may suggest contributions to the agenda. His or 

her department provides the MinMEC with a secretariat.

4.3.5.3 Role

MinMECs are responsible for alignment and coordination within specific sectors. Each MinMEC focuses on a spe-

cific field, for instance, welfare, health, agriculture, or for that matter, the development of local government. The 

aim is to improve co-ordination of activities within that functional area across the spheres of government. 

MinMEC is a consultative forum where:

issues of national interest can be raised

views and requests from provincial and local governments can be heard, 

appropriate policy and legislative recommendations can be developed,

strategy, policy, objectives and priorities in that functional area across all three spheres of government can 

be aligned, and 

service delivery can be monitored

National legislation that impacts on provinces is usually introduced at MinMECs where the responsible Minister 

would seek support from MECs for the Bill and before the Bill is submitted to Cabinet. 

Active participation at MinMEC level has significant advantages. For example provinces have greater influence if 

they engage with the sponsoring department at the earliest stage of the legislative process before a Bill carries 

the imprimatur of Cabinet. Moreover, when the responsible Minister submits the Bill for Cabinet approval, the 

provincial support for the Bill is stated.



















MinMECs are committees of 

Ministers and Members of the 

Provincial Executive Councils 

(MECs), and (often) the South 

African Local Government As-

sociation (SALGA). 

See paragraph 2.3. 
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MinMEC debates also play a useful role in conflict resolution – real or potential – between spheres. They give 

provinces and local government valuable opportunities to help shape national policy and determine priorities. 

4.3.5.4 Place within IGR context

If the PCC refers a matter to a MinMEC, the MinMEC must report back to the PCC. The relevant Cabinet Minister 

may, in consultation with the President, refer matters discussed in the MinMEC to the PCC . 

4.3.6 Budget Council
The Budget Council was established by the Intergovernmental Fiscal Relations Act and thus existed prior to the 

Intergovernmental Relations Framework Act. 

4.3.6.1 Membership

It comprises of the Minister of Finance and the nine MECs for Finance. 

4.3.6.2 Functioning

The Budget Council is chaired by the Minister of Finance. It must meet at least twice every financial year. In practice, 

it meets more often. The Budget Council may be attended by a representative of the Finance and Fiscal Commis-

sion. Other persons may also attend on invitation by the Minister.

4.3.6.3 Role

In the Budget Council, national government and the provincial governments consult on fiscal, budgetary or finan-

cial matters affecting the provincial sphere of government.

Proposed legislation or policy which has a financial implication for the provinces, or for any specific province or 

provinces is discussed. Matters concerning the financial management, or the monitoring of the finances, of the 

provinces, or of any specific province or provinces are also discussed. The Minister of Finance can refer other mat-

ters to the Council.

Matters impacting on the budget that arise in a MinMEC can be referred to the Budget Council by the relevant 

national Minister who chairs the MinMEC. The relevant national Minister does this in consultation with the Min-

ister of Finance.

A key task of the Budget Council is to make recommendations to Cabinet on the division of revenue. The national 

government can make use of the Budget Council to consult provinces on the division of revenue as it is required 

to do by law.

4.3.7 Local Government Budget Forum
A specific statutory IGR structure that existed prior to the Intergovernmental Relations Framework Act is the Local 

Government Budget Forum. It exists in terms of the Intergovernmental Fiscal Relations Act 97 of 1997.

In the Local Government Budget Forum, organised local government meets with the national and provincial gov-

ernments to consult on financial matters.

The Budget Council comprises 

of the Minister of Finance an the 

nine MECs for Finance

In the Local Government Budget 

Forum, organised local govern-

ment meets with the national 

and provincial governments to 

consult on financial matters.
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4.3.7.1 Membership

The membership of the Forum follows the structure of organised local government: SALGA has five representatives 

and each of its provincial chapters has one representative. The other members are the national Minister of Finance 

and the MECs for finance of each province. 

4.3.7.2 Functioning

The national Minister of Finance chairs the Local Government Budget Forum. The Forum must meet at least once 

in each financial year. The Forum may be attended by a representative of the Finance and Fiscal Commission. Other 

persons may also attend on invitation by the Minister.

4.3.7.3 Role

The statutory functions of the Forum are broad: it serves as a body where the three spheres consult on any fiscal, 

budgetary or financial matter affecting local government, any proposed legislation or policy which has a financial 

implication for local government, or any matter concerning the financial management or the monitoring of the 

finances of local government. 

The Minister of Finance may also refer any other matter to the Forum. Matters impacting on the budget that arise 

in a MinMEC can be referred to the Budget Council by the relevant national Minister who chairs the MinMEC. The 

relevant national Minister does this in consultation with the Minister of Finance.

The Budget Forum may also perform dispute settlement functions. 

Example

In Uthukela District Municipality and Others v President of the Republic of South Africa and Oth-
ers the Constitutional Court was asked to deal with a dispute between the central government 

and municipalities. At issue was whether district councils were entitled to a portion of local gov-

ernment’s equitable share of revenue raised nationally. The Court, in referring the matter back 

to the parties for intergovernmental negotiation, stated that the Budget Forum was eminently 

suited to deal with such disputes.

4.3.8 Premiers’ Intergovernmental Forums (PIF)
The IRFA requires that each Premier must establish a Premier’s Intergovernmental Forum. These Forums have dif-

ferent names in different provinces but exist on the basis of the IRFA. 

4.3.8.1 Composition

A Premier’s Intergovernmental Forum consists of:

(a) the Premier;

(b) the MEC for local government;

At the PIF, the Premier and 

relevant MECs meet with district 

and metro mayors
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(c) other members of the Provincial Executive designated by the Premier;

(d) mayors of district and metropolitan municipalities;

(e) a representative of the relevant provincial chapter of SALGA.

A number of provinces have also included mayors of local municipalities as members of the Premier’s Intergovern-

mental Forum. In many instances, particularly in the case of ‘secondary cities’, this is unavoidable. 

4.3.8.2 Functioning

Each PIF adopts its own internal rules.  The Premier is the chairperson of the PIF. He or she can invite any person 

not mentioned in the IRFA to a PIF. The attendance at PIF is thus not necessarily limited to the actors mentioned 

in the Act. Care must be made, however, that the forum retains its nature as a high profile, ‘lean and mean’, IGR 

structure. 

4.3.8.3 Agenda

The Premier determines the agenda but suggestions for agenda items may be submitted to the Premier. It is advis-

able that a participatory model of functioning is adopted whereby the participation of municipalities in the setting 

of agendas is ensured lest the PIF becomes an array of provincial presentations to municipalities. The Department 

of the Premier provides the PIF with a secretariat.

4.3.8.4 Role

The Forum is a consultative forum for the Premier and local government in the province.

It discusses the implementation of national policy and legislation that affects local government and discusses new 

national legislative and policy initiatives that will affect local government. Similarly, the impact of new and exist-

ing provincial policy and legislation is discussed in the PIF. Matters affecting local government that arose in the 

President’s Coordinating Council or in a MinMEC are discussed.

The coordination of planning is a key performance area for a PIF. It must discuss the co-ordination of provincial 

and municipal development planning to facilitate coherent planning in the province as a whole. It pays specific 

attention to the alignment of provincial and municipal strategic plans.

PIFs can, and have been, used to facilitate the division of powers between provincial government and local gov-

ernment. Provincial processes of delegation or assignment of powers to local government can be discussed at the 

PIFs.

4.3.8.5 Place within the IGR context

The Premier’s Forum is central to IGR within that province. It receives and discusses reports from other provincial 

IGR forums and also from the District Intergovernmental Forums (see below). The Premier’s Forum may report to 

the PCC on matters that it has discussed but it must report at least once every year to the PCC on the implementa-

tion of national legislation and policy in that province.

See paragraph 4.3.3
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4.3.9 District Intergovernmental Forums 
In each district, District Intergovernmental Forums exist to facilitate IGR between the district municipality and the 

local municipalities in the district.

4.3.9.1 Composition

The DIFs consist of:

(a) the Mayor of the District Municipality; and

(b) the Mayors of the local municipalities in the district.

The District Mayor is the chairperson of the DIF. He or she can invite any person not mentioned in the IRFA to a DIF.   

The advantage of a small, focused DIF should not be sacrificed in order to attain the highest level of inclusivity.

4.3.9.2 Functioning

Each DIF adopts its own internal rules . The law prescribes that, at least once every year, the DIF must conduct a 

meeting with stakeholders involved with development in the district, such as service providers. The District Munici-

pality provides the DIF with a secretariat.

4.3.9.3 Agenda

The District Mayor determines the agenda but the Local Mayors may make suggestions for inclusion in the agenda. 

Similar, to the PIFs, it is advisable to adopt a participative approach, permitting local municipalities to influence the 

DIF’s agenda and to influence the convening of meetings by the District Mayor. Also important is the consultation 

with the provincial government about the DIF’s agenda, as the alignment with provincial planning and budgeting 

is a key performance area of IGR in the province.

4.3.9.3 Role

See paragraph 4.3.3

New and existing legislation and policy

At meetings of the DIF, the municipalities can discuss the implementation of national policy and legislation 

that affect the district and discuss upcoming national policy and legislation that will affect the district. 

Service Delivery

The DIF is an ideal forum to discuss progress with regard to service delivery in the district as well as the prob-

lems that may impede such progress. Initiatives such as shared services models could also be dealt with at DIF 

meetings.

In each district, District Inter-

governmental Forums exist to 

facilitate IGR between the district 

municipality and the local munici-

palities in the district.
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Planning

The DIF plays a crucial role in the coordination of planning in the district. It must discuss the co-ordination 

of district and local IDPs so that coherent planning in the district is facilitated.

Mutual support

In terms of the law, there is a duty on all municipalities to be ready to support other municipalities in the 

district. The implementation of this can be discussed at the DIF.

Dispute resolution

DIFs can, and have been, used to resolve tensions between municipalities in the district. Tensions around dif-

ficult issues such as the division of powers and functions, for example, could be resolved through the DIF.

4.3.9.4 Place within the IGR context

The DIF discusses matters affecting the district that arose in the Premier’s Forum. The DIFs themselves can refer 

matters to the Premier’s Forum or to other provincial IGR forums.

4.3.10  Overview of key IGR structures in terms of IRFA

National IGR structures
President’s Co-ordinating Council  MinMECs/Budget Forum/Local Govern-
ment Budget Council

Provincial IGR Structures Premier’s Intergovernmental Forums

Municipal IGR structures District Intergovernmental Forums

4.3.11 Technical support structures
Each IGR forum may establish technical support structures, comprising officials, representing the organs of state 

that are in the political structure. The role of a technical support structure is to provide technical support to the 

political structure and to prepare for decision making in the political structure.

For example, a PIF may establish a support structure, comprising officials of the provincial government and of the 

municipalities, represented on the PIF. Similarly, a DIF may establish a forum of officials of the district and local 

municipalities that are members of the DIF.
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4.3.11.1 Forum of South African Directors-General (FOSAD)

The Forum of South African Directors-General (FOSAD) brings the valuable hands-on experience of all the Direc-

tors-General collectively to bear on IGR issues. The position of the  Director-General (DG) is similar to that of the 

CEO of a company. FOSAD incorporates the provincial and national spheres. Essentially, it is a “DGs’ Forum”, that 

advises government. It facilitates dialogue and ensures feedback improving the co-ordination of policy making and 

implementation across government and sharing experiences in best practice in public management.

FOSAD also has a number of smaller forums that report to it, akin to the Cabinet Clusters, to consider specific 

problem areas – such as governance and administration, the economy, social welfare, justice and security. FOSAD 

also pre-empts duplications of efforts. FOSAD is chaired by the DG of the President’s Office, giving it a stamp of 

authority.

4.4 Implementation protocols
4.4.1 Introduction: why implementation protocols?
South Africa’s system of intergovernmental relations provides for spheres of government that are interdependent 

and interrelated.  This means that there may be  overlaps and concurrency in the exercise of powers and the 

performance of functions and most policies cannot be implemented successfully by one sphere of government or 

organ of state acting alone. The effective exercise of a power, the performance function or the provision of a service 

requires, more often than not, the participation of more than one organ of state. This demands co-operation and 

co-ordination. While the budget cycle, integrated planning and IGR structures are critical tools that assist in deal-

ing with strategic and planning issues, they are not suited to realise the details of joint implementation of policy 

or the joint delivery of services. 

The IRFA contains a framework for the conclusion of Implementation Protocols.

An Implementation Protocol is not an instrument for the co-ordination of different departments within the same 

government (whether the national government or a provincial administration) to perform a particular task. An 

Implementation Protocol may be used where two or more organs of state in different spheres of government must 

co-ordinate their actions in order to implement a policy, exercise a statutory power, perform a statutory function, 

or provide a service. Collectively, these activities are referred to as “joint work”.

4.4.2 Object
 The object of Implementation Protocols is to:

(a) set out clear outcomes of the joint work;

(b) detail who is responsible for what task;

(c) determine what resources are required for the task at hand and who will provide them;

(d) set performance indicators; and

(e) put in place oversight mechanisms to ensure that outcomes are indeed achieved.

The value of an Implementation Protocol lies in its two basic requirements: (1) An Implementation Protocol must 

be in writing, and (2) it must be signed by all the parties.

FOSAD is a high-level structure 

of Director - Generals that sup-

ports the PCC. 

Implementation Protocols are 

useful tools for the practical 

application of co-operation and 

co-ordination . 

Establishing an Implementation 

Protocol is a consultative process 

between all the parties involved. 

A general legal framework for 

Implementation Protocols can be 

found in the Intergovernmental 

Relations Framework Act.
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4.4.3 Scenarios where a protocol must be considered
The IRFA lists a number of scenarios where an Implementation Protocol must be considered :

When joint work has been identified as a national 
priority. Because of the wide reach of such a policy, 
power, function or service, an Implementation 
Protocol should clarify the roles and responsibili-
ties of the numerous parties involved.

When the implementation of an Implementation Protocol will 
assist the national government or a provincial government in 
complying with its constitutional obligation to support and build 
the capacity of local government. An Implementation Protocol 
should thus be used to concretise the constitutional obligations 
in measurable outcomes with the agreement of municipalities. 

When an Implementation Protocol will materially 
assist the organs of state participating in the pro-
vision of a service in a specific area to co-ordinate 
their actions in that area. 

When the organ of state to whom primary responsibility 
for the joint work as been assigned, lacks the necessary 
capacity. An Implementation Protocol should indicate 

how the assigning organ of state will assist the recipient 

by providing the required capacity.

a

b

c

d

4.4.4 Preparing and initiating
There must be a preliminary scoping of the joint work. It is necessary to ask two key questions:

(a) Who are the partners that need to be involved?

(b) What should be the nature and extent of their involvement? 

While some partners’ involvement will entail information sharing and consultation only, others will be part of the 

joint planning, implementation and resourcing. 

It is important that proposed joint work goes through proper processes of feasibility analysis, consultation and 

planning to facilitate budgeting and implementation later on. Resources should be made available to support 

these preliminary processes. 

4.4.5 Minimum content
The IRFA prescribes a number of elements that an Implementation Protocol must contain. Each of these elements 

is discussed with some practical suggestions how best they could be realised.
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4.4.5.1 Priorities, aims and outcomes

Joint work is undertaken to achieve a set of outcomes. These outcomes reflect the priorities and aims of the par-

ties to the Implementation Protocol. Where the objective is the implementation of a policy, the Implementation 

Protocol needs to specify measurable outcomes. The test of the effective implementation of joint work is the 

achievement of clearly defined outcomes.

Joint work must have a clear focus. All parties to the Implementation Protocol must have a clear view of what 

outcomes they want to achieve. 

Where appropriate, a distinction should be made between primary and secondary objectives of an Implementation 

Protocol.

 Always ask: What is the core business or focus of the joint work? This will ensure that the focus remains on the 

core business and does not get sidetracked by secondary objectives.

4.4.5.2 Addressing obstacles 

Having identified and concretised the outcomes that are desired, the next step is to identify the challenges that 

stand in the way of achieving the outcomes, and how these challenges will be addressed. This entails moving to 

the next step of determining how each party must contribute to the achievement of the desired outcomes.

4.4.5.3 Roles and responsibilities of each party

This is the heart of an Implementation Protocol: Who does what and when? 

There should be an implementation plan for each party. It is critical that a clear set of deliverables for each party is 

determined. This may also include identifying who, within an organ of state, will be the responsible person(s).

Depending on the circumstances, it may be important to be clear about who would take the lead in a joint initia-

tive. Taking the lead is not a matter of hierarchy. Instead it is about identifying an organ of state that would be best 

placed to help explain cross-cutting goals and objectives. Without the coordinating organ of state playing its role 

effectively, there is always a risk that joint programmes would lose sight of broader goals, with each participating 

party’s interests receiving more attention.

The joint work may require that a programme manager be appointed. There should be clarity about the responsibil-

ity of such a person and an appropriate job description must be developed. 

Joint work often requires that work be done collectively. This calls for the creation of a dedicated project team. The 

team serves as the co-ordination centre of the joint work which follows up to ensure that activities are on track and 

that credible monitoring information is availed to the parties. Significantly, officials who represent parties should 

be empowered to make appropriate decisions that commit their respective organs of state to certain deliverables. 

Furthermore, to ensure their full participation in the joint project team, their participation should be reflected in 

their individual performance agreements.

Where the objective is the 

implementation of a policy, the 

Implementation Protocol needs to 

specify measurable outcomes.

Identify the challenges that stand 

in the way of achieving the out-

comes, and how these challenges 

will be addressed.

Who does what and when?

Depending on the circumstances, 

it may be important to be clear 

about who would take the lead in 

a joint initiative. 
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4.4.5.4 Contribution of resources

Matching people and resources is key to successful joint work. If the task requires a certain number and calibre of 

people on a full-time basis, this must be reflected in the Implementation Protocol. 

Successful joint work is often the result of good programme management.  It is therefore important to ensure that 

this is provided for when the budget is prepared. If not, joint work then suffers from a lack of management capacity 

because such capacity was never budgeted for in the first place. 

It is essential to integrate the funding of joint work into the mainstream planning, budgeting and reporting 

processes of each party to the Implementation Protocol. Because medium-term spending proposals are based on 

strategic plans covering three to five year periods, the allocation of resources for joint work requires timeous plan-

ning in order to make it part of each party’s strategic plans and budgets.

4.4.5.5 Duration

The duration of joint work must be specified. This allows for proper planning and budgeting. 

4.4.5.6 Measurement indicators

In the agreement, the parties should also incorporate an evaluation process of the joint work. The evaluation 

processes asks the questions: 

What worked well, what could have been done better? 

The success of joint action can be measured with reference to a set of indicators showing whether or not an 

Implementation Protocol has been implemented effectively.  

Accountability

Accountability for joint work runs two ways.

First, the primary responsibility of a party is to its governing structure. An Implementation Protocol does not cre-

ate a new executive body with executive powers that sideline or replace the parties’ governing structures. While 

co-ordination in planning, budgeting and setting of performance targets is important, best practice suggests that 

the implementation of deliverables assigned to specific organs of state often does not require joint action. There 

must thus be clear points of accountability for implementation by each party once performance targets have been 

agreed upon during the joint planning stage. 

The second line of accountability is to the parties of the Implementation Protocol. Placing a signature on an Imple-

mentation Protocol binds parties to one another. The Implementation Protocol should indicate a joint structure 

that will oversee the implementation of the Protocol. In the past, Joint programmes were often compromised 

because they were seen as the responsibility of one organ of state ( the lead department, for example). The other 

partners may not feel directly accountable for the success of the programme because they see it as an add-on to 

what they regard as their core business. It is therefore important to formalise the acceptance, “buy-in” and joint 

accountability of the parties’ executive authorities and officials. Unless the executive authorities and accounting 

officers value and are seen to promote joint work, the rest of the officials may not have the required motivation 

It is essential to integrate the 

funding of joint work into the 

mainstream planning, budgeting 

and reporting processes of each 

party to the Implementation 

Protocol.

The Implementation Protocol 

should incorporate and evalua-

tion process of the joint work.

An Implementation Protocol 

does not create a new executive 

body with executive powers that 

sideline or replace the parties’ 

governing structures.



CHAPTER 4 
                                   INTERDEPENDENT - CO-OPERATION BETWEEN SPHERES OF GOVERNMENT

	 � � PRACTITIONER’S GUIDE TO THE INTERGOVERNMENTAL RELATIONS SYSTEM IN SOUTH AFRICA

to take joint work seriously. Practice has shown that where political principals provide support and leadership to 

strengthen the cross-cutting values of joint work, it has added significant value to such work

Establishment of a panel

A panel comprising the political principals – the Ministers, MECs and Mayors whose departments and institutions 

have a role in the joint action - should be considered. This panel should be collectively responsible for a particular 

joint programme. Similar structures may be established for the parties’ Accounting Officers, forming a steering 

committee. In exercising their monitoring function the panel and the steering committee will receive reports from 

the project team and participating organs of state. 

4.4.5.7 Dispute resolution

Where two or more organs of state conclude a service or agency agreement, should contain a dispute resolution 

clause, which includes at least the following elements:

(a) nomination of a dispute resolution process or processes to be used;

(b) description of a procedure for the selection of a mediator or arbitrator, if relevant;

(c) time-lines for different parts of dispute resolution processes; and

(d) a commitment to act reasonably and in good faith in complying with the clause. 

4.5 IGR Disputes
4.5.1 Introduction
Disputes in IGR are inevitable. The powers of the three spheres and their policy and administrative decisions in-

evitably impact on IGR, and the daily practice of delivering (and paying for) services throws up opportunities for 

disagreement. This is entirely normal in a system of concurrent powers. Disputes also arise over legislation passed 

in one sphere that impacts on another (e.g. local government). The selling of services by one sphere to another or 

one authority to another (e.g. shared municipal services) can also lead to disagreement. There are factual disputes, 

differing judgement calls and policy processes at play. 

Different interpretations of the various powers and responsibilities of the three spheres of government working 

alone or in co-operation with each other inevitably will occur. The issue is then how to manage these disputes so 

as not to disrupt the functioning of government.

The IRFA’s provisions on dispute resolution operate against the background of the Constitution’s call on all three 

spheres of government to:

(a) facilitate co-ordination in the implementation of policy and legislation; 

(b) co-operate with one another in mutual trust and good faith;

(c) avoid legal proceedings against one another; and 

(d) try and resolve their disputes amicably.

The Implementation Protocol 

should contain a dispute resolu-

tion clause.

The IRFA includes as a key 

focus the resolution of disputes 

between the three spheres of 

government.
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What follows is an outline of the most important prescripts of the IRFA, complemented with practical guidance on 

the resolution of IGR disputes. 

The legal framework for the resolution of IGR disputes can be found in Chapter 3 of the Constitution, the 

Intergovernmental Relations Framework Act and in the IGR Dispute Guidelines, published by the Minister 

for Provincial and Local Government (Government Gazette No. 29422 27 November 2006). 

The IGR Dispute Guidelines contain detailed guidance on the resolution of IGR disputes.Various sector 

legislation may also provide specific rules on IGR dispute resolution

4.5.2 What is an IGR conflict? 
Not every conflict involving government is an IGR conflict for the purposes of the IRFA. The main features of an IGR 

conflict for the purposes of the IRFA are outlined below:

4.5.2.1 Parties

The parties involved must be organs of state within the national, provincial or local spheres of government. Dis-

putes, involving one or more of the following institutions are not IGR disputes in terms of the Act:

(a) Parliament;

(b) provincial legislatures;

(c) courts and judicial officers;

(d) independent and impartial tribunals or forums;

(e) state institutions supporting constitutional democracy, established by Chapter 9 of the Constitution, 
including the Electoral Commission;

(f) other constitutionally independent institutions, including the Municipal Demarcation Board; and

(g) any public institution that does not fall within the national, provincial or local sphere of government. 
This is the case when the institution falls outside the executive control of the national, provincial or 
local level. 

Example

The determination by a governing body of a school of the language and admission policy of a 

school, is not subject to the executive control of either the national or provincial government. 

Thus, insofar as these functions are concerned, the governing body or the school does not form 

part of any sphere of government Minister of Education, Western Cape v Governing Body, Mikro 
School and is thus not subject to the rules on dispute resolution.
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4.5.2.2 Nature of dispute

The dispute must be a specific impasse on which the parties cannot agree, rather than a broad and general dis-

agreement about a problem. 

The dispute must be a legal one, that is, it could be determined by the courts if it was not settled otherwise. Since 

the aim is to avoid litigation, political differences between spheres of government which could be resolved in the 

political arena are excluded from the scope of IGR disputes.

The dispute must be an intergovernmental one, that is, the organ of state is acting in its capacity as an organ 

of state and is exercising a statutory power or exercising a statutory function. Where an organ of state acts in a 

private capacity (by for example buying or selling services), it is not exercising state authority.

When a dispute concerns an intervention in terms of sections 100 and 139 of the Constitution the provisions of 

IRFA with regard to settlement of disputes do not apply.

4.5.3 Dispute settlement
The resolution of an intergovernmental dispute should take place according to the steps outlined below. These 

steps are based on the rules of the IRFA and on best practice and expert advice pertaining to dispute resolution.

Determine nature of dispute

The first step is to determine whether the dispute meets all the requirements to be called an inter-

governmental dispute 

Negotiate

The second step is to negotiate, either directly or through an intermediary.

1
Step

2
Step

See paragraph 4.5.2.

Declare a dispute

The third step is to declare a dispute. This may only be done if all reasonable efforts have been made 

to resolve the dispute through negotiations. 

The declaration is sent to the usual address of the counterparty. A copy is forwarded to the MEC, 

if one of the parties is a provincial organ of state or to the Minister, if one of the parties a national 

organ of state.

The notification must:

(a) explain the failure of the negotiations

(b) describe the nature of the conflict

(c) state that the IRFA has been complied with; and

(d) call for a meeting

3
Step

The dispute must be:

- a specific impasse;

- a legal; and 

- An intergovernmental.
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Convene a meeting

The parties to an intergovernmental conflict must convene a meeting shortly after the dispute has been 

declared. 

Where the parties fail to convene a meeting they may approach either the Minister or the MEC. 

Whom they can approach depends on the nature of the organs of state involved. The Minister or the 

MEC may then convene a meeting. 

If the parties fail to attend the meeting convened by the Minister or MEC a facilitator may be desig-

nated on the parties’ behalf to assist the parties further in their dispute resolution process.

Isolate dispute and identify any existing dispute resolution mechanism

In terms of the IRFA parties at the meeting must together determine:

(a) the nature of the dispute; 

(b) the precise issues in dispute; and 

(c) any material issues not in dispute.

The parties must also identify existing mechanisms or procedures that are available to assist them 

in resolving the dispute and must use them instead of other alternatives. These may be contractual 

mechanisms (in the case of agency agreements or implementation protocols). 

They may also be mechanisms prescribed by law for those specific types of conflicts.

4
Step

5
Step

Examples

The Municipal Structures Act 117 of 1998 provides a specific mechanism to settle disputes between 

district and local municipalities on the division of functions and powers of municipalities. The MEC 

acts as a facilitator and determines the roles of each municipality.

The Municipal Systems Act 32 of 2000 provides a specific mechanism to settle disputes between the 

MEC for Local Government and a municipality relating to the municipality’s IDP. An ad hoc commit-

tee, comprising representatives of all spheres of government, is convened and acts to resolve the issue.

The Municipal Finance Management Act 56 of 2003 deals with disputes between a municipality and 

other organs of state/municipalities relating to finance. As in other IGR disputes, the parties con-

cerned must try to resolve issues before resorting to the courts, and report such disputes to National 

Treasury (unless the National Treasury is party to the conflict). They can request National Treasury 

to designate someone to mediate the dispute, or to mediate the dispute themselves.

The National Environmental Management Act 107 of 1998 also provides for a specifc dispute resolu-

tion mechanism. In the case of a dispute between a province and the Committee for Environmental 

Co-ordination, the matter may be referred to the Director-General (DG) of Environmental Affairs 

and Tourism for mediation. In turn, the DG may, where needed, appoint a conciliator. Should concili-

ation measures fail, the parties may proceed to arbitration. The DG may also appoint permanent 

mediation service providers to be on hand for dealing with disputes.
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Appoint facilitator and determine their role

The IRFA requires the parties to appoint a facilitator. If they cannot agree, they may approach the 

Minister or the MEC to appoint a facilitator. The facilitator must assist the parties in resolving the 

conflict. This can be done by:

(a) dispute clarification, assisting the parties in resolving the conflict by identifying the 
issues in dispute, investigating facts and exchanging necessary documentation;

(b) providing mediation, i.e. facilitate and structure further negotiation without being able 
to make binding decisions;

(c) providing conciliation, i.e. a similar role as above with the added function of providing 
a considered opinion on the dispute; or

(d) p roviding arbitration, i.e. considering the dispute and making a final decision.

The facilitator must submit to the Minister an initial report on the nature of the dispute, the issues 

in dispute and the mechanism or procedure to be used in settling it.

6
Step

Participate in good faith in dispute settlement process

Organs of state are required to behave meaningfully and reasonably in their efforts to resolve the 
dispute. Good faith participation does not require the parties to abandon their rights and interests 

or actually to reach an agreed settlement.  In practical terms it requires them to:

(a) be prepared;

(b) to have authority to settle;

(c) to participate properly in the negotiations; and

(d) to give consideration to making and responding to offers. 

7
Step

Ask for assistance of Minister or MEC

Organs of state may seek assistance from the Minister or MEC for local government, as the case 
may be, to assist in the dispute resolution process. The Minister or MEC may then take any ap-
propriate step to assist. The assistance could, for example, deal with access to documents or expert 
advice. However, the Minister or MEC may also appoint a facilitator who then acts on the instruc-
tions of the Minister or MEC. In extreme circumstances, the facilitator may be appointed by the 

Minister or MEC as an arbitrator in the matter.

8
Step

Where there are no existing mechanisms, the parties can refer the conflict to an IGR Forum, which takes the 

resolution of the conflict forward. Alternatively, the parties can agree to Alternative Dispute Resolution, such as 

mediation, conciliation or arbitration. This would entail the appointment of a facilitator by mutual agreement.
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Implement and monitor the agreement / going to court

If agreement is reached, the last step is the implementation of the agreement.

 If no agreement is reached, judicial proceedings may follow. However, no organ of state may insti-
tute judicial proceedings unless the dispute has been declared a formal intergovernmental dispute 
and all efforts to settle the dispute have been attempted. The organ of state that initiates the court 
proceedings must prove this. Where the requirements have not been met the court may refer the 

dispute back to the parties. 

9
Step

Example

In Uthukela v President of the Republic of South Africa, three district municipalities of the Kwa-

Zulu-Natal province brought a case (primarily) against the national government and argued for the 

entitlement of district municipalities to an equitable share of revenue raised nationally.

The Constitutional Court took compliance with the duty to avoid litigation seriously in holding 

that it would ‘rarely decide an inter-governmental dispute unless the organs of state involved in the 

dispute have made every reasonable effort to resolve it at a political level’.

In this instance, a dispute resolution mechanism existed in the form of the Budget Forum. The mat-

ter was referred back to the parties to resume negotiations.

See paragraph 4.3.7

Example

If an intergovernmental dispute indeed proceeds to the judicial phase, the fact that an organ of state 

did not satisfy the duty to avoid litigation can also be used against them by the Court. This was the 

case in Premier of the Western Cape Province v George Municipality case. The Premier of the Western 

Cape litigated against George Municipality’s refusal to allow the Premier to display his posters in 

the municipality. The Court dismissed the application because it found the actions of the Premier 

unreasonable. An important consideration was that “..[t]he reasonable care required of a public body 

to utilise public funds responsibly was not displayed in this regard. In litigating on urgent grounds 

without attempting to resolve the matter properly with respondent which sought to avoid litigation 

and the expenditure of further public funds, the applicant also failed in its constitutional duty”.

In the court proceedings, the documentation pertaining to the dispute resolution process is not 

admissible as evidence and facilitators or intermediaries may not appear as witnesses except with 

the consent of the other organ of state.

Even when judicial proceedings are embarked upon, organs of state should still seek to resolve disputed issues 

through communication, negotiation, mediation or other processes which can assist them reach an agreed settle-

ment.
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Intergovernmental Finances

5.1 Introduction
Provincial and local governments derive their income from three sources:

Chapter 5

1. own revenue;

2. intergovernmental allocations; and

3. borrowing

Each of those sources will be discussed in this chapter. 

5.1.1 Own revenue
Provinces and municipalities can impose their own taxes. However, the scope for, and extent 

of taxation differs considerably between provinces and municipalities. Provinces raise about 

4 per cent of their own revenue. Municipalities, by contrast, have significant revenue-raising 

powers and collect, on average, 85 per cent of their own revenue.

5.1.1.1 Constitutional scope for taxation

Provinces can impose a “flat-rate surcharge” on some national taxes. However, this power 

has not yet been applied successfully. Aside from this, provinces can only impose taxes, levies 

and duties in terms of an empowering Act of Parliament. 
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Municipalities have a constitutional right to impose rates on property and surcharges on fees for services they 

provide. Any other tax, levy or duty can only be imposed in terms of an Act of Parliament. The constitutional right to 

impose property rates and surcharges on fees for services does not mean that municipalities are free to determine 

their own tax and surcharge regime: they must adhere to national legislation. 

Example

In City of Cape Town v Robertson the Constitutional Court stated:“…a municipality established 

under Chapter 7 of the Constitution read with the Structures Act derives, in the first instance, 

its power to value property and impose rates on property from subsection 229(1) of the Con-

stitution. Evidently, the power may be defined or regulated by legislation…”

The Local Government: Municipal Property Rates Act, 2004 (Act No. 6 of 2004) regulates the power 

of a municipality to impose rates on property.

Both provinces and municipalities may not exercise their taxing powers in a way that interferes with national 

economic policy or the mobility of goods, services, capital or labour.

5.1.2 Intergovernmental allocations
The system of intergovernmental allocations determines how national, provincial and local government share in 

the revenue that is collected nationally. One of the key objectives of the system of intergovernmental allocations is 

to equalise, that is to ensure that provinces are on a more or less equal footing compared to one another and that 

municipalities are more or less on an equal footing compared to one another.

A system of intergovernmental allocations needs to deal with two aspects, namely the vertical division of revenue 

and the horizontal division of revenue. 

The vertical division deals with the question as to how the revenue is split between the national, provin-

cial and local spheres of government.

The horizontal division deals with the question as to how the provincial and local amounts are distrib-

uted between the nine provinces and 283 municipalities respectively.

Importantly, money that provinces and municipalities raise through taxation may not be deducted from their inter-

governmental allocations. At the same time, however, the national government does not make up for any failure 

to collect their taxes or levies on the part of provinces or municipalities.

The vertical division is discussed 

below in paragraph 5.1.2.3. The 

horizontal division between 

provinces is discussed in paragraph 

5.2.2 and the horizontal divi-

sion between municipalities is 

discussed in paragraph 5.3.2. 

Municipalities have a constitu-

tional right to impose rates on 

property and surcharges on fees 

for services they provide.

One of the key objectives of the 

system of intergovernmental al-

locations is to equalise

See paragraph 3.3
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5.1.2.1 Conditional and unconditional allocations

The central government uses two instruments provided for by the Constitution, to make transfers to provinces and 

municipalities, namely unconditional allocations and conditional allocations.

Unconditional allocations are allocations of money from one sphere to another that are discretionary. The 

receiving province or municipality is not bound by specific instructions or conditions related to the money. There is 

only one important unconditional allocation, which is the equitable share.

Conditional allocations are allocations of money from one sphere of government to another, conditional 

upon certain services being delivered or on compliance with specified requirements.

The transfer of conditional allocations may be withheld if the province or municipality does not comply with the 

Division of Revenue Act or with the relevant conditions attached to the grant. Similarly, they may be withheld if 

there was under-spending on previous transfers during the financial year. Most conditional allocations may even 

be stopped altogether if 

the province or municipality continuously violates important provisions of the Division of Revenue Act or 

of the conditions; or

the National Treasury anticipates that the province or municipality will substantially under-spend on that 

programme or allocation in the financial year.

If a conditional allocation is stopped, it may be referred to another province or municipality subject to require-

ments.

5.1.2.2 Process for intergovernmental allocations

The Constitution calls for the annual passing of an Act of Parliament, dealing with intergovernmental allocations. 

This Act is the Division of Revenue Act (DORA). It is passed every year together with the Budget and sets out both 

the equitable share allocations and the conditional grants for provincial and local governments.

The process that determines how national government arrives at a division of national revenue between the three 

spheres is regulated in the Intergovernmental Fiscal Relations Act 97 of 1997.

At least ten months before the start of the financial year, the Financial and Fiscal Commission makes recommenda-

tions to the Minister of Finance concerning:

the division of revenue raised nationally between national, provincial and local spheres (vertical division);

the determination of each province’s equitable share (horizontal division); and

any other allocations to local government or municipalities. 

Before introducing the Division of Revenue Bill in Parliament the Minister consults the Budget Council, the Budget 

Forum and the Financial and Fiscal Commission. 











This Act is The Division of 

Revenue Act (DORA) is passed 

every year together with the 

Budget and sets out both the eq-

uitable share allocations and the 

conditional grants for provincial 

and local governments.

See paragraph 4.3.6, 4.3.7, 

1.4.1.3.
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Factors for division of national revenue

In making its recommendations, the FFC relies on section 214(2) of the Constitution, which sets out the 

factors that should be taken into account:

(a) the national interest;

(b) any provision that must be made in respect of the national debt and other national obligations;

(c) the needs and interests of the national government, determined by objective criteria;

(d) the need to ensure that the provinces and municipalities are able to provide basic services and 
perform the functions allocation to them;

(e) the fiscal capacity and efficiency of the provinces and municipalities;

(f ) developmental and other needs of provinces, local government and municipalities;

(g) economic disparities within and amongst the provinces;

(h) obligations of the provinces and municipalities in terms of national legislation;

(i) the desirability of stable and predictable allocations of revenue shares; and

(j) the need for flexibility in responding to emergencies or other temporary needs, and other factors 
based on similar objective criteria.

In deciding on the allocations, the Minister of Finance also has to factor in matters such as the anticipated income 

tax revenue over the next three years, provincial and local capacity problems that can jeopardise national goals 

and priorities and the performance of the grants in terms of actual spending from previous year/s.

5.1.2.3 Vertical division

All taxes collected by the national government are paid into the National Revenue Fund. Before any transfers to 

provincial or local government are made, the ‘top slice’ is taken out of the Fund. These predetermined allocations 

are the following.

‘Top slice

The ‘top slice’ comprises of the following predetermined allocations:

debt service costs – interest government pays on its loans

contingency reserves – reserves to cater for economic decline, unforeseen expenditure etc.

skills development levies are paid into national skills fund

salaries of Members of Parliament and judges

standing appropriations – allocations, determined by prior legislation











The Division of Revenue Act first determines the vertical division, that is the division of national revenue for the 

budget year between the national, provincial and local spheres. 
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In line with the MTEF, the Division of Revenue Act already gives estimates of how the national revenue will be 

divided in the two budget years following on the budget year to which the Act applies. These estimates may, how-

ever, be amended in subsequent versions of the Division of Revenue Act.

Example

In the Division of Revenue Act 1 of 2007 the vertical division was as follows:

Spheres of 
government

2007/2008 
allocation

Forward estimates

2008/2009 2009/2010
(R’000) (R’000) (R’000)

National 341 926 238 376 949 606 405 072 704

Provincial 171 271 393 193 473 825 215 784 312

Local 20 675 620 23 774 767 29 444 144

Total 533 873 251 594 198 198 650 301 160

The vertical division is not a matter of arithmetic. The amounts do not emerge automatically by applying a formula. 

Instead, they are determined by the National Cabinet, after consulting the Budget Forum. 

5.2 Provincial Government
5.2.1 Own revenue
The Constitution says that provinces are allowed to raise their own revenue in the form of taxes, levies and duties. 

They may also impose a flat-rate surcharge on some national taxes. 

These taxing powers are limited in the following ways.

First, some taxes are reserved for other spheres of government. The power to impose income tax, 

value-added tax, general sales tax and customs duties is reserved for national government. The 

power to levy rates on property is reserved for local government.

Second, the provincial power to impose taxes, levies, duties or surcharges cannot be used in a way 

that interferes with national policies, other provinces or the mobility of goods, services, capital 

or labour. Even marginal provincial taxes must, if proposed, be matched to fit in with national 

government’s ‘tax to GDP ratio’, so that it does not upset national economic and investment policies.

Third, the provincial power to impose taxes, levies, duties or surcharges is subject to an empowering 

Act of Parliament. 

1

2

3
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The Provincial Tax Regulations Process Act 53 of 2001 sets out the process that is followed if a provincial govern-

ment wants to impose a provincial tax. The process deals with both the national process towards an Act of Parlia-

ment, permitting the provincial government to impose the tax and the provincial process of imposing the tax.

The MEC for Finance submits a motivated proposal to the Minister of Finance. The Act outlines the aspects that 

the proposal should deal with. The Minister of Finance then consults the other provinces by tabling the proposal 

in the Budget Council. The collecting agent for a provincial tax is the South African Revenue Services, unless it is 

stipulated otherwise.

If Minister agrees to the tax, a Bill must be submitted to Parliament that deals with the necessary permission for 

the provincial tax. If the Minister disagrees to the tax, the proposal is sent back to the MEC for Finance who can 

resubmit the proposal after taking the Minister’s reservations into consideration. Upon such a second submission, 

the Minister for Finance can choose between either submitting the Bill to Parliament or asking the Constitutional 

Court whether the provincial tax is constitutional. If the Court rules that the tax is constitutional, the Bill must be 

submitted in Parliament.

The provincial process towards imposing the tax commences with a money Bill that is tabled in the Provincial 

Legislature together with the provincial Budget.

5.2.2 Allocations to provincial government

5.2.2.1 Equitable share

According to the Constitution, each province is entitled to an ‘equitable share of the revenue raised nationally’. 

The purpose of the equitable share is to enable provinces to provide basic services and perform the functions al-

located to them.

The equitable share is an unconditional allocation to provinces and is consistent with the notion of relative au-

tonomy of the provincial sphere. Although provinces have the largest spending budgets, this is because they are 

responsible for the implementation of the major social services, including education, health and housing. In prac-

tice, therefore, much of the unconditional equitable share is spent implementing national policies .

The equitable share for each province is determined on the basis of a formula. The formula has six components. 

Each component has been given a certain weighting:

Equitable share for provinces
Sector Weight as-

signed (%)
Variables chosen for distribution

Education 51 Size of school age population (6-17 yrs)

Enrolment ratio

Health 26 Proportion of population without access to medical aid.

Basic Share 14 Province’s share of the national population.

Poverty Component 3 Province’s share of the country’s poor population, defined as those whose 
incomes fall in quintiles 1 and 2 in the 2000 Income and Expenditure Survey

Economic Output Component 1 Provincial share of total employee remuneration.

Institutional Component 5 Equal division among provinces.

Source: 2006 Budget Review, National Treasury

Equitable share is an uncondi-

tional allocation to provinces
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5.2.2.2 Conditional grants

In addition to the equitable share, provinces receive conditional grants. The conditional grants are also included in 

the Division of Revenue Act.

Conditional grants are usually linked to a function that is shared by national and provincial governments, such as 

health, housing, education or roads.

These grants are conditional, i.e. subject to strict conditions and monitoring arrangements. They are transferred by 

national sector departments to provincial governments.

5.2.3 Borrowing
Provinces may borrow funds but only for capital expenditure. They may not take out loans for current expenditure 

such as the payment of salaries. The only exception is made for loans to bridge temporary gaps in funding for cur-

rent expenditure. In this event, the loan must be repaid with the same year they were borrowed.

As provinces raise little revenue through taxation, its share of taxes raised nationally is the only realistic source of 

money that can be utilised as collateral. 

The Borrowing Powers of Provincial Government Act, 1996 (Act No. 48 of 1996) sets out the limits of provincial 

borrowing powers. For example, provincial governments are prohibited from borrowing abroad or in a foreign cur-

rency without the approval of the Minister of Finance. National government will not guarantee provincial govern-

ment debt, except under very limited conditions – for instance in the case of foreign debt. 

A Loan Coordination Committee comprising the Minister of Finance and the nine provincial MECs of finance 

closely monitors provincial liabilities and the ability to service debts, and reports on this to the FFC.

5.3 Local government
5.3.1 Own revenue
The taxing powers of municipalities are guaranteed in the Constitution. 

Any additional taxes, levies and duties can only be levied if authorised by national legislation. For example, district 

and metropolitan municipalities previously collected “regional service council levies”, a pay roll tax that was im-

posed on the basis of specific national legislation. However, this taxing power for district municipalities is being 

phased out with an interim arrangement of national funding to compensate for the loss of revenue.

For the local sphere of government, own revenues are the major source of income. On average, over 85% of 

municipal budgets are self-funded. 

However, the degree to which municipal budgets are self-funded varies between municipalities in two ways. 

First, only local and metropolitan municipalities levy property rates. Generally, only local and metropolitan munici-

palities impose surcharges on fees for services as they normally provide those functions. District municipalities, 

therefore, do not have a significant own revenue basis but depend largely on intergovernmental allocations.

Section 229(1) of the Constitu-

tion provides that a municipality 

can impose property rates and 

surcharges on fees for services 

(such as water, electricity and 

sanitation).  

In addition to the equitable share, 

provinces receive conditional 

grants. 

The Borrowing Powers of Provin-

cial Government Act 48 of 1996 

sets out the limits of provincial 

borrowing powers. 
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Infrastructure

(Capital Projects)

Institutions

(Capacity Building 
Projects)

Service Provision

(Operational Grants)

Second, metropolitan municipalities and urban municipalities raise significantly more of their own revenue than 

rural municipalities, who depend largely on intergovernmental allocations. For example, only six metropolitan 

municipalities and 17 larger local municipalities are currently able to finance 90% of their total operating budget 

from income that comes from own revenues.

5.3.2 Allocations to local government
Local government benefits from three kinds of allocations from the national revenue pool, namely the equitable 

share, capacity building grants and the municipal infrastructure grant.

Municipal 
Infrastructure 
Grant (MIG)

Capacity 
Building 

Equitable 
Share (ES)

MIG is an infra-
structure grant to 
expand the delivery of 
basic services to poor 
households 

Capacity Building 
includes grants to es-
tablish and build the 
capacity of munici-
palities as institutions 
that are responsible 
for democratic and 
developmental local 
government. They 
may not be used for 
ongoing costs of mu-
nicipalities.

ES is an uncon-
ditional grant to 
supplement mu-
nicipalities’ revenue 
to deliver services to 
poor households. It 
subsidises the actual 
provision of services 
(e.g. salaries, opera-
tions, maintenance, 
administration and 
management) where 
free basic services are 
provided. 

5.3.2.1 Equitable share

The Constitution entitles municipalities to an ‘equitable share’ of national revenues. The equitable share for local 

government is an unconditional grant. It is intended to supplement municipalities’ revenue to deliver services to 

poor households. In essence, it aims to put municipalities on a broadly comparable footing.
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The horizontal division of the equitable is determined on the basis of a formula, determined by the Minister 

of Finance, in consultation with the Financial and Fiscal Commission. The formula that will apply as from the 

2007/2008 budget is as follows:

Grant = BS + D + I – R ± C

BS is the basic services component

D is the development component

I is the institutional support component

R is the Revenue Raising Capacity Correction and

C is a correction and stabilisation factor.

A detailed explanation of the equitable share formula can be found in Annexure E to the 2007 National 

Budget Review, available at www.treasury.gov.za

Basic services (BS) component

This component is intended to enable municipalities to provide basic services and free basic services to poor 

households. It supports poor households earning less than R800 per month. It makes a distinction between poor 

households provided with poor services and those provided with lesser or no service. It recognises water, refuse 

removal, sanitation, electricity and environmental health care as basic services.

Development component

The development component would factor in development needs of municipalities. For the 2007/2008 budget, the 

development component was set at zero because the FFC and the National Treasury agreed that it would create 

unintended distortions in the equitable share formula.

Institutional support component

This component is aimed at assisting poor municipalities, which are unable to raise sufficient revenues to fund the 

basic costs of a municipal administration.

Revenue raising capacity correction

This component measures the fiscal capacity of the municipality, that is the extent to which it should be able to 

raise revenue through municipal taxes and surcharges on fees provided.
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Correction and stabilisation

As the equitable share formula has been subject to significant changes since its inception, a stabilising component 

is included to ensure predictability.

5.3.2.2 Conditional grants

An important source of revenue for local government is conditional grants. Unlike the unconditional equitable 

share, conditional grants have specific requirements regarding the specific purpose for which they can be used. 

They are specifically earmarked for infrastructure and capacity building. Conditional grants are channelled through 

dplg and other sector departments.

Provinces can allocate their own conditional grants to municipalities from the provincial equitable share and from 

their own raised revenue.

Municipal Infrastructure Grant (MIG)

More information on MIG can be found on the dplg website www.dplg.gov.za

The Municipal Infrastructure Grant (MIG) is now the most important channel for conditional grants. Its intention 

is to enable municipalities to address backlogs in municipal infrastructure required for the provision of basic ser-

vices. Municipalities use the MIG to fund municipal infrastructure and to upgrade existing infrastructure, primarily 

benefiting poor households.

The MIG, which is located in the dplg, channels grants from various departments to municipalities. It gives effect 

to earlier Cabinet decisions and policy positions on the establishment of a single consolidated funding mechanism 

to support municipal infrastructure. It has been set up to merge the following funding programmes in a phased 

manner commencing in 2004/05:

Consolidated Municipal Infrastructure Programme (CMIP), in support of internal bulk, connector infrastruc-

ture and community facilities to poor households; 

Water Service Capital Fund (WSCF), in support of bulk, connector and internal infrastructure for water 

services at a basic level; 

Community-Based Expanded Public Works Programme (EPWP), in support of the creation of community 

assets in rural, historically disadvantaged communities; 

Local Economic Development Fund (LEDF), in support of planning, and implementation of job creation and 

poverty alleviation; 

Building support for Sport and Recreation Programme to sustain sport and recreation facilities within dis-

advantaged communities; and 

The MIG is a new infrastructure transfer mechanism and is geared to making the system of transfers to munici-

palities simpler, more certain and direct. Its conditions are more flexible, designed to support the capital budgets 

of municipalities, and to facilitate integrated development planning.  The MIG will not fund specific projects, but 

is designed to complement the capital budgets of municipalities. Reporting on spending will therefore be on the 

entire capital budget of municipalities. In future, municipalities have to ensure that they have sufficient operational 
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MIG Quarterly Report

Municipality (including PMU) translates 
MIG project capital investment require-

ments into three-year Capital Plan

budgets to fund the operations and maintenance of such capital expenditure. Individual national line departments 

will continue to lead the monitoring and support of implementation in their specific functions and priorities.  

Municipalities do not have to apply for the MIG. It comes as part of the equitable share formula, but access to the 

MIG depends on municipalities complying with the conditions of the MIG. These conditions are:

It may only be used for capital and infrastructure investment for the provision of basic services.

Municipalities must submit a three-year capital budget to National Treasury.

It is solely directed at the poor.

There is demonstrable capacity to deliver and a commitment to regularly reporting on progress.

It must be based on an approved Integrated Development Plan (IDP). 

The dplg coordinates the MIG. Cabinet has appointed a Municipal Infrastructure Task Team to monitor perfor-

mance. This task team co-ordinates national sector departments in support of local government and provides 

technical support. Within the dplg, there is a National MIG Management Unit, while municipalities have their 

own Project Management Units and are overseen by the municipal manager.

The Municipal Infrastructure Grant is transferred directly to a metropolitan, local or district municipality that has 

the powers and functions to provide municipal infrastructure in respect of those powers and functions. MIG al-

locations of less than R2 million are transferred to local municipalities via their district municipality.  Similarly, if 

a local municipality is identified as not able to manage or administer the allocation, it is allocated to the district 

municipality

How it works: MIG Programme Processes











PMU aligns approved MIG projects 
with MIG funding allocation

PMU organises Feasibility 
Studies for all projects

Projects identified in the IDP

PMU fulfils project management and 
monitoring role for all MIG projects 

that are implemented

MIG funds allocated to the project 
in the municipal budget

Three-Year Capital Plan
Three-Year Operation and Maintenance Costs

See paragraph 2.3.4
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Municipal Capacity Building allocations

The third and last type of conditional grants is the municipal capacity building allocation. These allocations are 

aimed at developing and improving municipal systems and the capacity of municipalities to perform functions 

assigned to them.

They can be made by national departments in terms a framework determined by dplg in consultation with the 

National Treasury. 

Capacity building allocations must take into account the capacity requirements for implementing the Municipal 

Systems Act, 2000 (Act No. 32 of 2000) and the Municipal Finance Management Act, 2003 (Act No. 56 of 2003), 

including integrated planning, performance management, financial management and budgeting considerations 

and the need to ensure that the capacity of a municipality is developed in measurable ways.

5.3.3 Borrowing
Because of the fact that municipalities raise much of their own revenue, they have more scope to borrow. The 

Constitution permits municipalities to borrow funds within the rules set by national legislation. 

The Constitution distinguishes between borrowing for current expenditure and borrowing for capital expenditure.

Borrowing for current expenditure is permitted only to bridge temporary 
gaps in funding. In this event, the loan must be repaid with the same year 
they were borrowed. The MFMA furthermore adds that the municipality 
must have specific and realistic anticipated income to be received within 
that financial year. 

Borrowing for capital expenditure is permitted within the rules set by 
national legislation.

The Municipal Finance Management Act distinguishes between short-term debt (repayable within one year) and 

long term debt (repayable over more than one year) and provides specific rules and criteria for when and how 

such debts may be incurred.

More information on the legal framework for municipal borrowing can be found in:· 

National Treasury Guidelines: Policy framework for municipal borrowing and financial emergen-

cies, available on www.treasury.gov.za. 

Local government: Municipal Finance Management Act, Municipal Regulations on debt disclosure, 

notice 1568 of 2006 (draft as at time of press), available on www.treasury.gov.za.
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5.3.4 Agency payments
A possible fourth source of income is agency payments. These are payments from one sphere of government to 

another in return for the provision of services, which is actually the responsibility of the sphere of government that 

makes the payment. Important examples are funding that municipalities receive for running clinics (received from 

the Department of Health), libraries and museums.

These payments are critically different from unconditional and conditional grants as they do not appear on the 

budget of the municipality.
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