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A Macro Perspective 
 

The recent episodes of service delivery protests and billing challenges experienced in the local sphere of government 

underline the challenge to introduce a more coherent and structured approach to improve and sustain service 

delivery in metropolitan municipalities
i
 (metros). The proposed Turnaround Strategy for local government proved to 

be hard to implement and highlights a strong imperative to define a new comprehensive approach that focuses 

beyond operational issues 

 

In addition, the recent local government elections that saw the ruling party experience marginal losses in 

certain municipalities also suggests a growing trend of a more assertive electorate that is primarily 

focused on service delivery excellence. 

 

This paper, proposes a new integrated framework that comprehensively addresses the three strategic 

levers that are an integral part of the journey towards achieving the vision of a world-class metro. In 

recent times, local government in South Africa has witnessed a significant deterioration in the three 

strategic levers, namely: 

 

 Revenue Management: Many municipalities are under severe financial pressure stemming 

from their reduced capacity for collection of revenue for services rendered to their citizens. 

This impacts their ability to expand and sustain service delivery. The recent billing challenges 

experienced by the City of Johannesburg highlight significant underlying risks in the revenue 

management functions of municipalities. 

 

In addition, South Africa needed to get back to the tax-to-GDP ratio of just over 27.6%, which 

prevailed before the recession. The revenue outcome increased the tax-to-GDP ratio from 

25.2% to 25.3% of GDP for 2010/11 
ii
. This puts significant pressure on the fiscus to 

adequately fund priority programmes in the local sphere to improve service delivery. 

 

 Service Delivery Excellence: Local government continues to experience significant 

challenges related to the provision of basic or improved services to citizens. This is 

evidenced by the growing number of grievances from citizens suggesting most importantly 

that citizens have high expectations of their local municipalities with respect to improved 

delivery of services. 

 

 Institutional Capacity: Our experience with local government suggests a pervasive lack of 

robust institutional capabilities to support service delivery excellence. The challenges relating 

to operational excellence range from poor financial management, revenue management, 

customer management, and risk management. 
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A World-Class Metro 
 

While each metro is impacted by each of the above strategic challenges differently, the journey towards 

the unifying vision that all metros aspire to involves successfully addressing each of the above 

challenges. 

 

Generally, the metros aspire to become “world-class” cities that deliver adequate services to all segments 

of their citizenry. Based on our experience, metros need to achieve three strategic imperatives to address 

the above challenges in order to progress meaningfully towards becoming “world-class”, integrated hubs 

of economic development and activity. 

 

The following strategic imperatives are critical to the long term journey towards the vision:  

 

 Legacy Imperative: By nature, metros incorporate within their jurisdiction and areas of service 

delivery mandate a heterogeneous mix of „towns‟ across the different LSM categories. In the 

lower LSMs, metros have a strong social mandate to reduce the “social deficit” by 

providing/extending the provision of basic services. Some of these services are provided to 

indigent and historically disadvantaged communities with no possibility of cost recovery. 

 

It is critically important for metros to fully understand and proactively plan for this social mandate 

in order to mitigate against adverse impacts on their budgets. Additionally, metros should ensure 

that a proper co-operative governance model is in place for adequate funding from national and 

provincial government to meet the growing expectations of citizens. 

 

Finally, the metros have an obligation to provide the same services to towns that have a greater 

concentration of the higher LSMs. In this instance, it is imperative for metros to embed 

capabilities that are conducive to revenue collection and enhancement. 

 

Ultimately, this imperative impacts service delivery across all jurisdictions and demographic 

groups within the metro. Examples of services that are provided under the legacy imperative 

include addressing infrastructure backlogs, etc. 

 

During this stage of the evolution of the metro, there is a significant reliance on the fiscus for 

funding and minimal revenue generation and collection. 

 

 Efficiency Imperative: This imperative is internally focused and represents the second stage in 

the change journey towards the vision of a “world-class” metro. There is a greater emphasis on 

the internal issues of improving operational excellence, optimising institutional arrangements and 

citizen focused service delivery. More specifically, there is a greater focus on service delivery 

excellence than in the legacy imperative while ensuring greater organisational stability and cost 

consciousness. The implementation of the efficiency imperative often requires strong co-

operative governance and some amendments to the regulatory framework. 

 

Examples of services that are provided under the efficiency imperative include pre-paid services 

across the value chain which gives citizens more control over their consumption of municipal 

services while enhancing the metro‟s capacity for improved and predictable revenue 

management. 

 

During this stage of the evolution of the metro, there is a reduced reliance on the fiscus for 

funding and increased revenue generation and collection, and cost reduction. 
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Modernisation Imperative: This imperative represents the third and final stage in the change 

journey. During this stage there is a strong emphasis on continuous improvement, introduction of 

new services, integrated development planning and economic activity. 

 

During this stage, there is a strong drive for the metro to operate as a cohesive and integrated 

social and economic unit. The metro, at this stage, is also beginning to understand and 

implement its role as the “enabler of economic development and job creation”. Overall, the 

modernisation imperative is about embedding and sustaining cutting-edge best practices. 

 

During this stage of the evolution of the metro, there is minimal reliance on the fiscus for funding 

as the metro should be a viable, self-sustaining economic hub. 

 

Moving towards an Integrated Framework 
 

Practically, there will be significant overlaps between the three imperatives during the design and 

implementation of a long term journey map. An appropriate strategy will need to take into account the 

optimal trade-offs between these three areas. The highly contested FY11/12 Budget Vote of the City of 

Cape Town reveals the inherent tensions between these three imperatives. The tension is as a result of 

interventions that seek to address socio-economic challenges per town in a differentiated manner, a 

model that in our experience is not sustainable, especially for metropolitan municipalities. 

 

Our framework is premised on two considerations: 

 

 Legacy imperatives are non-negotiable: Failure to address or implement legacy projects may 

undermine the long-term institutional stability of a metro. The increasing levels of unemployment 

within metros suggest that more and more citizens will access institutional safety nets, and other 

„free services‟ from their local authorities.  

 

Even worse, most metros implement modernisation programs at the expense of improvements in 

poorer towns (for example, considerations on implementation of smart meters, broadband, and 

improved billing systems, when citizens in poorer towns have limited channels through which they 

can purchase pre-paid electricity). This is a recipe for social upheavals as metros cannot be seen 

to be at the center of increasing inequalities between citizens. 

 

 Significant trade-offs are required between efficiency and modernisation strategic 

imperatives: In general, metros have embraced the reality that they are the source of economic 

growth within their jurisdictions, and in the last few years have cultivated a fertile ground for local 

businesses to thrive. However, this „nurturing‟ role has not been met with an increase in number 

of services or for that matter, improvement in the quality of services and as a result there has not 

been a significant improvement in metros generating income from any of these initiatives. Metros 

should embark on modernisation programmes, and by implication, internal efficiency programmes 

with a clear benefits case for citizens and other stakeholders within their jurisdiction. 

  

The following diagram illustrates a journey that marries these three imperatives together. Our experience 

suggests that the strategic imperatives are not mutually exclusive and through robust institutional 

arrangements, it is possible for metros to undertake massive modernisation programmes whilst taking 

into account the need to bridge inequalities between poorer and affluent towns. 
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Where should metros begin? 
. 

While the journey towards a “world-class” metro is complex and arduous, our experience suggests that a 

short-term focus on the stabilisation of the revenue management and customer management function has 

the greatest potential to create the impetus for the long term programme for two reasons: 

 

 It allows the metro to free monies received from the fiscus to fund the legacy imperatives. This 

will ensure that the metro is able to maintain its focus on service delivery imperatives geared 

towards reducing the “social deficit” and minimise incidence of service delivery protests; and 

 

 It provides an opportunity for the metro to generate additional revenue from services rendered to 

fund the efficiency imperatives without impacting funds available for the legacy imperative. As 

discussed above, this is a critical stage in the development of the metro.  

 

Deloitte has developed a comprehensive diagnostic approach for the stabilisation of the revenue 

management and customer relationship management function within the metro to support the long term 

vision. Our approach focuses on the following critical elements: 

 

 Formation of a Rapid Response Team (RRT): The RRT is designed to address immediate 

“customer” pain points by focusing on the following key activities: 

o Designing and implementing a consistent process for query management across all 

customer touch-points. As part of this process there is a need to stream all queries and 

establish business rules and governance for handling and resolving billing issues. 

o Analysing pertinent data from queries to understand root cause and put in place 

mitigation. 

o Ensuring regular reporting and communication to support the business case for the 

intervention. 

• Shared services infrastructure

• Revenue maximisation 

(collections)

• Corporatised municipal entities 

• Alternative service delivery 

models

• Internal systems stabilisation 

• Citizen-driven municipal solutions 

• Integrated development planning

• PPP infrastructure development for job creation

• Revenue maximisation (new services)

• Performance monitoring of service delivery

• Buy-in new services high (smart meters, 

municipal broadband, etc)

• Continuous performance improvement
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 Conducting of ERP System Quality Assurance & Data Analysis: Our experience shows that it 

is imperative to validate the integrity of the ERP system to confirm correctness of data. In line 

with this exercise, Deloitte has extensive experience in the area of data analytics to conduct the 

following: 

 

o Performing a data profiling (quality) exercise on customer master data/take on balances.  

o Determining an agreed upon balance per customer at a period of time from which to re-

perform the billings.  

o Extracting customer balances at the agreed period.  

o Determining the associated billing business rules per transaction.  

o Performing a customer by customer recalculation of all billing related transactions.  

o Comparing the recalculated customer balances to that of the billing transactions and 

customer balances within the ERP system. 

o Based on the discrepancies between recalculated balances and ERP system balances, 

determining the cause of the discrepancies. These could be configuration related, master 

data related, business rules related, interface related, user related, etc. This provides the 

basis for the solution going forwards. 

 

 Conducting Review of Business Processes: Our approach also focuses on reviewing the 

business processes and confirming that they are mapped properly into the ERP system and that 

all process integration issues have been taken into account. 

 

 Supporting Revenue Collection: We strongly believe that sustainable revenue collection should 

be integrated into the overall value chain based on sound and credible customer data. 

 

Once the revenue management and customer relationship management function has been properly 

stabilised, the metro will be in a better position to execute against its “efficiency” and “modernisation” 

imperatives. This is the basis on which metros will be able to progress towards achieving their vision of 

being “world-class” cities based on a “viable and integrated economic hub” model that ultimately supports 

the government‟s vision of service delivery excellence. 

 

For further information please contact:  

 
Lungelo Nomvalo 
Director 
Email: lnomvalo@deloitte.co.za 
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 Minister of Finance Pravin Gordhan speech to Parliament, April 1, 2011. 


