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National budget’s focus on local government

Finance Minister Trevor Manuel’s, national budget speech today confirmed expectations
of slower growth, but also emphasised the relevance of local government as an agent of
public spending to ensure sustainable and equitable development of the South African
economy.

Karen Heese, Economist at Municipal IQ notes: “Public infrastructure investment is
assumed to be a crucial catalyst to this growth. Hence the focus of the Budget is to
contribute to growth potential of the economy”.

In terms of infrastructure spending, the Budget Speech highlighted an additional R17bn
which has been allocated to the budgets of the departments of housing, provincial and
local government, water affairs, sport and recreation and transport over the next three
years, with R6.5bn added to local government’s equitable share in support of an
extension of free basic services to poor households.

Kevin Allan, MD of Municipal IQ, noted that: “Manuel also emphasised investments in
cities’ public transport, as supported by 2010 World Cup commitments, motivating for a
public transport infrastructure systems grant of R11bn. Another local government
subsidy that received specific mention was the Urban Development Zone (UDZ)
incentive, which is to be extended by another five years”.

The 2008 division of revenue heavily emphasises allocations to reflect the importance of
municipal spending in support of basic services, infrastructure delivery and the 2010
World Cup, as illustrated in Table 1 below.

2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2010/11

Outcome Revised
Estimate

Medium-Term Estimate

National
departments

52.3% 53.2% 50.9% 50.5% 49.5% 48.9% 48.1%

Provinces 43.3% 42.2% 42.8% 41.9% 43.0% 43.4% 43.6%
Local
government

4.3% 4.6% 6.3% 7.6% 7.6% 7.7% 8.3%

Table 1. Division of Revenue

The framework for the Budget’s analysis remains that of Asgi-SA., with Manuel deferring
policy decisions to President Mbeki and Cabinet, making reference to so-called “Apex
priorities”. In addition, the Budget continues to argue for a cyclically-adjusted basis of
budgeting (saving windfalls from commodity booms for less prosperous periods) to
maintain a budget surplus (of 1% of GDP).

Ends



Municipal IQ provides clients with a comprehensive source of data and intelligence on
municipalities, collected across a number of years and covering a range of critical issues.
Municipal IQ ranks municipalities according to their relative performance on a number of
monitors and indices, with the intention of contributing to an objective, critical assessment of
municipal performance. It is hoped that this assessment will highlight both successes and failures
in the work of municipalities and in so doing, assist to improve local government delivery.


