\sinta €

TOGETHER WE HEACH THE GOAL

.@j' ScienceGate

IJERLAS

Internatlonal Journal of Educational Review,
Law And Social Sciences

%GARUDA INDEX @COPERNICUS

https:/iradjapublika.com/index.php/IJERLAS

PUBLIC SERVICES IN CRISIS: STRATEGIC APPROACHES FOR
SOUTH AFRICAN LOCAL MUNICIPALITIES AMIDST
FINANCIAL CONSTRAINTS

Nhlamulo Mabunda N
(Department of Public Administration), University of Limpopo
Correspondence Author: nhlamulo.mabunda@ul.ac.za

Received : 22 November 2024  Published : 30 January 2025 DOI : 10.54443lijerlas.v5i1.2311
Accepted: 12 December 2024

Abstract

The inability of South African municipalities to meet their financial obligations may have a
substantial impact on the delivery of services to the public. The purpose of this research paper is to
explore the numerous ways in which financial constraints effect the efficiency, accessibility, and
quality of services provided by municipalities to the citizens in South Africa. To achieve the objectives
of this paper, the author utilized a variety of resources including existing literature, journals, books,
government documents, and internet sources. The research paper gives insights and potential
solutions to improve service delivery within the restrictions of limited financial resources by
analysing the issues, determining the core causes of those challenges, and making recommendations
and conclusion.
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1. INTRODUCTION

What are public services? It is easy to think of examples: in South Africa, law enforcement,
refuse collection, and primary education would be regarded as public services. Health services and
transport may be included. The rationale for public-sector involvement on the delivery of public
service differs between different kinds of services and influences the type of involvement required
(Soubliére & Cloutier, 2015). Public institutions serve as the backbone of any national, provincial,
and local responsible for delivering essential services that impact the well-being and development of
the citizens (Peterson 2018). Local municipalities play a crucial role in delivering essential service,
maintaining infrastructure, and promoting socio-economic development in any country (Velenturf &
Purnell, 2021). In South Africa, a nation marked by a complex socio-economic landscape, these
institutions are tasked with addressing a myriad of challenges. However, the ability of South African
local municipalities to fulfil their mandates is often hindered by the spectre of financial constraints.

South Africa, like many countries, faces a significant challenge in ensuring that its
municipalities have the necessary financial resources to fulfil their mandates (Pretorius & Schurink,
2007). These constraints, driven by budget limitations, mismanagement of resources, and economic
challenges, are negatively impacting the effectiveness and efficiency of the municipalities. This
research paper delves into the crucial issue of financial constraints within South African
municipalities and examines the profound implications these constraints have on the delivery of
services, resource allocations and the well-being of the nation's citizens.

2. PROBLEM STATEMENT

South African municipalities operate in a complex environment marked by various financial
constraints. Budget limitations, mismanagement of funds, and economic challenges are factors that
frequently impede their ability to effectively deliver services. According to De Visser (2009),
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financial constraints in South African municipalities have emerged as a persistent and pressing
problem. These constraints have the potential to undermine the core functions of the municipalities,
limiting their capacity to deliver essential services, invest in infrastructure, and support the country's
development goals (De Visser, 2009). South Africa is currently grappling with significant challenges,
particularly in terms of insufficient funds to address critical infrastructure needs such as schools and
hospitals. Consequently, individuals are finding it increasingly difficult to access the necessary
assistance. It is imperative for the government to devise effective strategies to tackle these pressing
issues, thereby improving the quality of life for all citizens. These challenges not only undermine the
institutions' core functions but also have a direct impact on the quality, accessibility, and equity of
services provided to the public. It is crucial to address these challenges to enhance the general welfare
of South African inhabitants. Understanding the extent of the issue and its consequences is essential
for informed decision-making and the formulation of effective policies aimed at mitigating these
challenges.

3. OBJECTIVE OF THE STUDY
e To understand the interrelation between financial constraints and service delivery within
South African Municipalities.
o To identify challenges associated with financial constraints within South African
Municipalities.
e To propose strategic approaches to address financial constraints to enhance service delivery
within South African Municipalities.

4. RESEARCH METHODOLOGY

This study employed qualitative research approach in nature and used secondary data to
guestion the phenomenon of financial constraints on the delivery of service to the citizen. The study
used existing reports, financial documents, and relevant literature to provide context and background
information. Additionally, online sources, dissertations, theses, and other published materials were
utilized to ensure a comprehensive analysis. The researcher used the thematic content analysis
methodology for analysing the secondary data.

5. LITERATURE REVIEW
5.1 Theoretical Framework

According to Eversole (2003), a research study's theoretical framework is the framework that
can house or support it. Its goal is to back up the researcher's philosophical, epistemological, and
analytical perspective on the subject under examination (Eisenhart, 1991). The idea underlying this
study is based on the user fees charges theory. User fees and charges in municipalities can be seen as
a pragmatic approach to addressing financial constraints. The theory behind this strategy revolves
around the idea that the users of public services should contribute financially to the cost of those
services.

To address financial constraints, governments may introduce or increase user fees and charges
for certain services. User fees act as a source of revenue for public institutions. By charging fees for
services, institutions can generate additional funds to supplement their budget, enabling them to
maintain or improve service quality. Implementing user fees helps in recovering some of the costs
associated with providing public services. This can be particularly important in situations where
government funding is insufficient to cover all expenses. When users are required to pay for services,
they may become more discerning consumers (Fairhead, Leach & Scoones, 2012). This can lead to
increased efficiency and accountability within public institutions as they strive to meet user
expectations to justify the fees charged. According to Lee & Shin, 2017, user fees can be designed to
prioritize certain services or users based on need or the ability to pay. This allows institutions to
allocate resources more efficiently and address critical areas.

However, Ozili, 2018, attest that it is essential to consider potential challenges and criticisms
associated with user fees, such as their potential impact on access for low-income individuals.
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Striking the right balance between generating revenue and ensuring equitable access to essential
services is crucial. Ultimately, the theory suggests that user fees can be a viable tool in addressing
financial constraints, but careful planning, monitoring, and consideration of social and economic
factors are essential for success.

5.2 Understanding Financial Constraints and Service Delivery in the South African Local
Government Institutions

According to Walters and Ramiah (2017), financial constraints in local government
institutions refer to limitations and challenges related to the availability, allocation, and management
of financial resources within these entities. Local government institutions often face various financial
constraints that impact their ability to deliver services, invest in infrastructure, and meet the needs of
their communities (Gyimah et al. 2021). Stubbs and Kentitelenis (2017) describe financial constraints
in public institutions as a limitations or restrictions on the financial resources available. These
constraints can have widespread implications for the functioning and effectiveness of local
government institutions across various sectors (Stubbs & Kentikelenis 2017). According to Gyimah,
Siganos and Veld (2021), financial constraints can have a profound impact on the delivery of service
by public institutions. Insufficient funding in South African Local Government can result in a
decrease in the quality of services offered. This may be seen through outdated equipment, poorly
maintained infrastructure, and a lack of resources for necessary improvements. As a result, the overall
effectiveness and efficiency of municipalities may be compromised, ultimately impacting the
communities they serve.

5.3 The South African Legislative Frameworks Oversighting Local Government Finances
The legislative framework governing finances in South African municipalities is primarily
guided by the following laws and regulations:

Local Government: Municipal Finance Management Act

This act establishes the framework for financial management and accountability in
municipalities. It sets out principles and standards for budgeting, revenue management, expenditure
control, financial reporting, and internal auditing. The MFMA aims to promote transparency,
accountability, and sound financial governance in local government (Fourie & Malan, 2020).

Local Government: Municipal Systems Act

The Municipal Systems Act provides the legal framework for the functioning and governance
of municipalities in South Africa. While it covers various aspects of municipal governance, it also
includes provisions related to financial management, procurement, and service delivery. The MSA
complements the MFMA by establishing mechanisms for public participation, performance
management, and accountability in municipalities (Fourie & Malan, 2020).

Division of Revenue Act (DORA)

This legislation determines the division of revenue raised nationally among national,
provincial, and local government spheres (Leck & Simon, 2012). It sets out the criteria and formulas
for allocating funds to municipalities from the national government's budget, including conditional
grants for specific purposes such as infrastructure development, service delivery, and poverty
alleviation.

Municipal Structures Act
This act provides the legal framework for the establishment, composition, and functioning of
municipal councils, municipal executive committees, and other municipal structures. While it
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primarily focuses on governance structures, it also impacts financial decision-making processes
within municipalities (Weishaupt,2010).

Public Finance Management Act

Although primarily applicable to national and provincial government departments, the PFMA
sets out principles of financial management that also influence municipal financial management
practices (Klaaren & Watermeyer, 2022). While the MFMA is more specific to municipalities, the
PFMA provides overarching guidelines for financial management in the public sector. These laws and
regulations collectively form the legislative framework governing finances in South African
municipalities, with the overarching goal of promoting transparency, accountability, and effective
financial management in local government.

5.4 The Challenges Associated with Financial Constraints in the South African Local
Government Institutions

Local government institutions in South Africa encounter numerous challenges associated with
financial constraints, which in turn have substantial ramifications for the provision of services to the
citizens. Here are some key issues:

5.4.1 Revenue Collection Challenges

Many municipalities in South Africa struggle with revenue collection, particularly in areas
with high levels of unemployment and poverty. This makes it difficult for local governments to
generate sufficient income through property rates, service charges, and other local taxes. According to
(Radebe 2007) it was found that at least 226 of the 284 of the municipalities in the country were
experiencing challenges in the collecting sufficient income to finance service delivery. It also
appeared that municipalities were ignorant of the principles and methods of debt collection and that
their client database were incomplete or faulty.
Municipalities in South Africa are legally obliged to collect all monies owed to them. According to
Municipal System Act 32 of 2000, it is determined that municipalities must collect all outstanding
monies owed to it, in accordance with this act and other applicable legislation. Radepe (2007) argues
that majority of municipalities in South Africa still do not have a policy or a municipal regulation for
credit control and debt collection.

5.4.2 Corruption and Financial Mismanagement

According to Alesina and Giuliano (2015), lack of effective and efficient financial
management has been one of the most prominent issues confronting South African local government
organizations over the last several years. Corruption and financial mismanagement have been
persistent issues in South African municipalities. Funds intended for service delivery may be
misappropriated, leading to a loss of public trust, and hindering the effective use of limited resources.
According to De Vries, Reddy and Haques (2008), the presence of corruption and financial
mismanagement within the local government of South Africa poses significant obstacles to progress,
development, and growth. Pretorius & Schurink (2007), mentioned that this raises inquiries pertaining
to the government's integrity and honesty, and its impact on the economy. They further argue that in
cases when corruption and mismanagement lead to financial losses for the government, there is a need
to compensate for these losses via the implementation of elevated taxes and tariffs.

5.4.3 Human Resource Challenges

Financial constraints often translate into limitations on hiring, training, and retaining qualified
personnel. This can result in understaffing, overworked employees, and a decline in the overall
competence of the workforce. De Vries, Reddy and Haques (2008) express their concern about the
lack of expertise and administration ability to undertake service delivery in an effective and efficient
manner. Only 8% of public officials qualify as highly skilled while 90% may be regarded as semi-
skilled (De Vries, Reddy & Haques, 2008). The appointment of the experts at local government level
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would have a definite influence on the promotion of public accountability because municipal officials
would be trained specifically for their careers such as accountability and public accountability. The
other factor that contributes to human resource challenge in municipalities is the tendency to appoint
political connected at a senior position (Marche & McNiven, 2003). The number of municipal
councillors has no previous experience in local government. If unqualified managers with political
connection are being rewarded with excessive salaries and performance bonuses, it is obviously that
municipalities will not succeed in providing effective and efficient service delivery.
5.4.4 Budgetary Limitations

Local Government institutions operate within budgets allocated by governments or other
funding sources. Financial constraints arise when these budgets are insufficient to cover the full range
of activities and services the institution is expected to provide. The population increase is one of the
major causes of the increase for municipal services. Geels (2004) stated that even if the local
government institutions do not add any new services, public agencies will need more resources to
maintain present levels of service, or they will have to become much more efficient. Financial
resources may be seen as the golden thread flowing through all the activities of municipalities. No
municipality will be able to render sustainable service without reliable income resources (Gyimah et
al. 2021).

6. RESULTS AND DISCUSSION

Addressing financial constraints in South African local government institutions requires a
strategic and multifaceted approach. Financial challenges in these institutions may stem from the
above-mentioned challenges, including revenue collecting challenges, corruption and financial
mismanagement, human resource challenges and budgetary limitations. This research paper has
explored the strategic approaches that South African local government institution can employ to
address financial constrain and improve public service delivery. The findings highlight the critical
need for municipalities to enhance financial management and accountability, diversity revenue
streams, prioritize spending and efficiency, capacity building and training

6.1 Enhanced Financial Management and Accountability

Enhancing financial management and accountability in South African local government is
crucial for promoting transparency, efficiency, and good governance. The municipalities should
implement and maintain robust financial management systems that can track and report financial
transactions accurately. Integrate modern technology for efficient financial data management and
reporting. Invest in training and capacity building for local government officials to ensure they have
the necessary skills for effective financial management. Provide ongoing professional development
opportunities to keep staff updated on the latest financial management practices. Adopt transparent
budgeting processes that involve community participation, ensuring that the budget aligns with the
needs and priorities of the local population. Clearly communicate budgetary decisions and allocations
to the public.

6.2 Diversity Revenue Streams

Kim (2018) stated that diversifying revenue streams is a key strategy for South African local
government to enhance financial sustainability and overcome constraints. Over-reliance on a limited
set of revenue sources can make local governments vulnerable to economic fluctuations and other
challenges (Kim 2018). It is important for local government institutions to promote and support local
businesses to stimulate economic growth, which can, in turn, contribute to increased local tax
revenue. Invest in tourism infrastructure and promote local attractions to boost tourism revenue. The
municipality should regularly review and adjust fees for municipal services such as water, waste
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management, and permits and implement cost recovery mechanisms to ensure that the fees charged
cover the actual cost of service provision. The municipalities should actively seek grants and donor
funding for specific projects or initiatives, develop grant proposals and partnerships with international
organizations and non-governmental organizations (NGOSs).

6.3 Prioritize Spending and efficiency

Prioritizing spending and improving efficiency are crucial aspects of managing financial
constraints in South African local government institutions. By focusing on effective resource
allocation and streamlined operations, local governments can optimize their limited financial
resources. Local government institution needs to develop and implement clear spending priorities
based on the most pressing needs of the citizens (Baiocchi & Ganuza, 2014). Implement efficiency
measures, such as reducing administrative costs, streamlining processes, and eliminating redundant
programs. Local government should prioritize essential services in the budgeting process, ensuring
that critical needs such as healthcare, education, and infrastructure receive sufficient funding. Align
budget priorities with the long-term strategic goals of the local government. It is critical for local
government institutions to enhance transparency in financial reporting to build trust with the
community. Clearly communicate financial decisions and the allocation of resources to the public.

6.4 Capacity Building and Training

It is important for the municipalities to make investments in the training and capacity building
of their workforce to improve their abilities in financial management. (Robinson, 2020) attest that to
enhance the quality of services, it is imperative that the municipalities foster a culture that emphasizes
the importance of financial responsibility and accountability.

7. RECOMMENDATION AND CONCLUSION

The municipalities must adopt a strategic approach that focuses on enhancing financial
management and accountability, diversity revenue streams, prioritize spending and efficiency,
capacity building and training. By implementing these strategies, local municipalities can work
towards ensuring the well-being of their communities and contributing to the continued progress of
the nation. This strategic approach should involve a comprehensive plan to address the root causes of
the crisis, including the need for improved financial management, enhanced service delivery, and
investment in critical infrastructure. Through collaboration with stakeholders. Financial constraints
have a profound impact on the delivery of services in South African public institutions, leading to
reduced service quality, limited access, and diminished overall effectiveness. The challenges of
budget limitations, resource shortages, and financial mismanagement have significant implications for
the well-being and development of the nation. While addressing these constraints is a complex and
ongoing process, it is essential to safeguard the quality and accessibility of services and ensure the
welfare of South African citizens.
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