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LOCENGANI

Punishing municipalities only
hurts growth, service delivery

The National Treasury has economic decline, Under sec- In Mv tems colk bank lities will households and sustains es-
once again set its fiscal bound-  tion 216(2), the Treasury can v‘i already mtytng the financial stop hiring in the public sector  sential infrastructure.

aries, but its harsh “tough completely hold back funds ew weight of the  country lhmugh or reduce contract workers, If SA wanits to prevent its
love” strategy risks turning fail-  from municipalities that fail to LUBABALO high p ing SA's pl struggling municipalities from
ures in local government into approve a fully funded budget value-added taxes, this pohcy ment crisis, becoming permanent eco-

a damaging situation for eco- or comply with finandial regu- CENGANI shift has severe consequences. Under the standard Divi- nomic failures, the National
nomic growth. lations. Taxpayers find themselves sion of Revenue Act, infras- Treasury must end this damag-

The main goal for the Trea- For poor or rural munici- caught in a cycle of paying for tructure projects use labour- ing punishment 3
sury is to resolve the intergov- palities, their equitable share While the new policy strat-  government failures. Theirna-  intensive programmes to pro- When basic services are cut,
emmental debt crisis and end is crucial, as it supports free egy aims to push mumclpuh- uoml tax money ends up in vide funds directly to low-in- local economic activity dies.
the culture of financial irre- basic services for low-income ties to make that do not pay come households. Cutting The immediate victims are
sponsibility in the state, With residents, Cutting this funding  choices, the ordinary citizens munldpal bills. these grants i di not the isolated municipal ex-
this policy change, depart- could lead to immediate who are not involved in the fi- Now, the Treasury is using ate job opportunities. ecutives who write unviable
ments may find their planned bankruptey fora | nancial decisi king will that tax money to cover mu- Without pay. ¢ pro-
budget allocati i Ifa icipality’s budgpus continue to suffer the most. nicipal debt while depart- spending in Jocal areas drops m:ment—mey are the most
cally reduced by the Treasury. withheld, local infrastructure The upside is that the ments cut back on essential significantly, harming retail vulnerable members of society.

As these cuts are top-slice maintenance will cease. threat of losing funds forces public services like healthcare,  and service industries. This situation treats access
corrections, departments will This will lead to issues like munbtipal mundls 1o cut policing and education that The National Treasury’s to essential human rights as
have less money than they ex-  burst water pipes, 1l ng. tackle cor- taxpayers depend on. In the strategy does not solve the real negodable iums ina national
pect for a financial year, sewage, uncollected refuse and ruption and :dnpt credible, meantime, locals must pay for  issues but tries to lo- I act, sys-

gligent dep can  crumbling roads, harming the fully funded budgets. private security, private waste cal economies to protect es- tematically s!npping the poor-
no longer treat their munici- local envh'onmt This may help transform removal and private water sential services like Eskom and st households of their consti-
palities as a source of free cred- Local businesses depend on  chaotic local administrations supplies. water boards. Thus, it seems tutional protections under the
it to balance their budgets. reliable water, electricity and into ] fr: develop ble for the Treasury guise of reform.

Finance minister Enoch roads; without these, major aged institutions that can at- is key to economic develop- to treat local governments like Trying to achieve national
Godongwana said during the employers such as factories, tract private sector investment.  ment. If departments lose bud-  misbehaving children, financial stability by damaging
National Treasury’s budget commercial centres or agricul- By forcibly top-slicing bil- get space to cover old munici- The tragedy of this strategy  local micro-economies is
vote in parliament that Trea- tural processors may downsize  lions from negligent depart- pal debts, and non-compliant is that it forces the most vul- counterproductive. Fiscal dis-
sury would continue to use or move to areas with better ments and funneling it to af- municipalities have their nerable citizens to snllerdue cipline must be enforced by
section 216(2) of the constitu- services. As businesses leave fected municipalities, the Trea-  grants or equitable shares cut, to admini ding leaders at
tion to withhold funds from and residents stop paying for sury is trying to stabilise local spending on public infrastruc-  while reinforcing (hc dysfunc-  the top. not by severing sup-
municipalities that donot pass  non-existent services, themu-  financial systems. rum wu! come toa hak, tion in local councils. port at the bottom.

a funded budget or break fi- nicipality’s ability to generate This may allow icipali i growth By cutting off the equitable @ Lubabalo Cengani holds a
nancial management laws. revenue col ties to settle their own catas- will suffer as major projectsin ~ share and conditional infras- master’s in political studies

For municipalities already This makes them fully re- trophic arrears with bulk sup-  civil engineering, road con- tructure funding, the Treasury  from NMU. He is currently
facing serious governance liant on national bailouts that  pliers like Eskom and various struction and public works is directly severing the finan- operations officer at Lawula
crises, the Treasury’s strict en- are no longer available, sealing  water boards, preventing na- freeze. At the same time, cash-  cial lifeline that supports free He writes in his
forcement could worsen their their financial fate. tionwide grid and water sys- strapped departments and basic services for low-income personal capacity
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