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1 Introduction 

1.1 Project background 
In April 2016, Cabinet approved the Integrated Urban Development Framework (IUDF) as an “all-
of-government” initiative which sets out the policy framework for transforming and restructuring 
South Africa’s urban spaces, guided by the vision of creating “liveable, safe, resource efficient 
cities and towns that are socially integrated, economically inclusive and globally competitive”. As 
part of the implementation of the IUDF, National Treasury (NT) through its Cities Support 
Programme and the South African Local Government Association (SALGA), through their small 
town regeneration programme are focusing on metropolitan municipalities and small towns/rural 
municipalities respectively. The Department of Cooperative Governance and Traditional Affairs 
(DCOGTA) is responsible for implementing the IUDF in the 39 intermediary cities, through the 
programme called Intermediary Cities Municipal (ICM) Support Programme. 

The purpose of the ICM Support Programme is to help translate IUDF policy into practical 
programmes of action in the intermediate cities. Support offered by the programme will include 
technical assistance, enabling environment support (via legislation, regulations, national and 
provincial policy, IGR facilitation etc.) and access to a new infrastructure grant, the Integrated 
Urban Development Grant (IUDG). The technical assistance elements will be phased in, and will 
be informed by a diagnostic assessment, which is the subject of this report, to target technical 
assistance interventions (Figure 1). 

The diagnostic assessments are a means 
to rapidly assess and focus attention on 
the key strategic challenges using four 
lenses: economic development, spatial 
planning, infrastructure and service 
delivery and finance (Figure 2). In 
addition, overarching issues of 
organisational capacity and governance 
are to be assessed.   The focus is on high 
level strategic issues, with less emphasis 
on lower level operational matters.  

1.2 Methodology 
The methodology for the diagnostic assessment is based on the Strategic Development Review 
methodology employed by the Cities Support 
Programme in metros, and is intended to be a rapid, 
focused strategic review by a small expert team, 
working in conjunction with government department 
officials. The assessment is undertaken in five 
phases, as indicated in Figure 3.  
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Figure 3: Diagnostic assessment methodology 

The municipal inception meeting introduced the project to municipalities and was followed by a 
self-diagnostic questionnaire for municipalities to identify their own key strategic issues. The 
diagnostic assessment for Steve Tshwete Local Municipality was undertaken on 4-5 December 
2018, during which time the assessment team interviewed key officials, the political leadership 
and external stakeholders. The feedback presentation to members of the executive management 
team took place on 12 March 2019 when comments were received on the findings and the support 
proposals. This assessment report provides a summary of the assessment, including 
incorporation of comments received during the municipal feedback presentation.  

2 Economic perspective  

2.1 Status quo 

2.1.1 Demographic  
Figure 4 illustrates the high rate of population growth in STLM, with growth rates reaching 5% per 
annum in 2008/09. But growth has been slowing over subsequent years and was 2.5% per annum 
in 2017.  

 
Source: ReX Global Insight 

Figure 4: The population of STLM has been growing fast but growth is slowing 
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The population of STLM is 82% urbanised overall, with 73% of municipal population living in 
Middelburg. Population in the City has a Human Development Index of 0.7 which is above national 
and provincial (Provincial figures is 0.57).  

2.1.2 Economy – employment and value added 
Figure 5 shows employment is growing at 2.9%, with the unemployment percentage reducing 
(now 18%). But number of unemployed is increasing from 16 700 (2012) to 23 200 (2017). 

 
Source: ReX Global Insight 

Figure 5: Employment has been growing well but is slowing recently 

Looking at economic sectors (Figure 6), mining is still the largest employer (just) but employment 
growth is mostly in the tertiary sector: trade, finance and business services, government, and 
personal services. Agriculture is not a big employer. 

 
Source: ReX Global Insight 

Figure 6: Employment by sector shows slowing in primary sectors but strong growth in tertiary 
sectors 

Turning to the value added by each sector, measured as Gross Value Added (GVA), the pattern 
shown in Figure 7 is one of rapid growth over the period 2007 to 2014 with the economy growing 
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at 2.7% pa from 1996 to 2015. But it has been in decline from 2015 to 2017, mostly because of 
mining and ‘utilities’ (Eskom mainly). This is obviously a concern but, in terms of value added, the 
mining sector brings limited value to STLM, other than the forward linkage into the utilities (power) 
sector. The backward linkages and other forward linkages are of benefit mainly to the national 
economy.  
 

 
Source: ReX Global Insight 

Figure 7: Economy (GVA) has been growing fast but is slowing  

2.2 Strategic issues 

2.2.1 Strategic vision 2040 
The ‘Strategic Vision 2040’ developed by STLM identifies future priorities which include: 

• Promoting investment along the N4 development corridor with specific focus on 
enhancing the stainless steel cluster in the town; 

• Continuing to focus on the sustainable extraction and beneficiation of local minerals with 
comprehensive mining rehabilitation programmes; 

• Encouraging the beneficiation of local agricultural produce in rural focus areas before 
exporting to surrounding markets; 

• Promoting the STLM as an eco-tourism destination. 

2.2.2 Coal sector outlook 
83% of coal produced in the country is mined in Mpumalanga with the residual produced in 
Limpopo, KwaZulu-Natal, and the Free State. But coal reserves are dwindling in Mpumalanga 
and mining is shifting to the Waterberg region in Limpopo. Most of the coal produced in South 
Africa is used internally (181Mt was sold with a value of R61 billion in 2016) particularly for power 
generation but also for steel and liquid fuel production, inter alia. The balance is exported, with 
South Africa exporting 6% of total global tonnage (69Mt, worth R50 billion in 2016). This makes 
South Africa the 6th largest coal-exporting nation in the world.  

Coal mining is particularly important for STLM: it contributes 40% of municipal GVA and 17% of 
employment. Given the importance of coal, what are the future prospects? This needs to be 
assessed separately for the four primary destinations of coal: 
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• Power stations (Komati, Hendrina and Arnot). The power stations are reaching the end 
of their useful lives and will be decommissioned by 2040, but unlikely to happen in the 
next 10 years but within 20 years this becomes a strong possibility. Demand for coal will 
track these power stations closures to some extent.  

• Coal for industrial production (energy and feedstock). The stainless steel industry uses 
gas and electricity as its main energy source but uses coal as a feedstock, particularly for 
ferrochrome.  Demand for coal is likely to track stainless steel production.  

• Coal for export: Coal strategy document indicates that demand will grow for the 
foreseeable future.  

• Other uses of coal or coal by-products: The LED strategy mentions recycling, cement 
manufacturing through mining bi-products or waste, processing of coal waste into 
secondary products (pellets, briquettes).  

Considering these different trends, the probabulity is that there will be 10 years of small to 
moderate growth, flattening after that. 

While the benefits of coal mining for STLM remain, the industry also negatively impacts the 
agriculture sector and environment in STLM: 

• Coal mining has a severe adverse effects on the agricultural sector. Mines use just under 
5% of the water of the upper Olifants catchment area, but they are responsible for nearly 
80% of the sulphate load in its water, a precursor to acid mine drainage.  

• Open pit mining blasts away the sandstone and plinthite (clay) layer that perches the 
water table in the Mpumalanga highveld, which in turn is the key to the fertility of the 
grassland soils.  

• Mining competes with agriculture for land and access to other economic infrastructure. 
Large tracts of STLM agricultural land is either under mining or non-arable due to mining 
activities. The existence of large coal deposits and number of prospecting licenses issued 
by the Department of Mineral Resources MR likely to exacerbate the current situation. 

2.2.3 Stainless steel industry outlook 
Industry in Middelburg includes Columbus (stainless steel) which is the second biggest employer 
in STLM, Samancor (ferrochrome) and Thos Begbie (specialised casting). There are also linkages 
with related industries in neighbouring Emalahleni. The industry is energy intensive and 
dependent on coal, gas and electricity, with gas availability being a big advantage.  

The majority (about 75%) of stainless steel products are exported and hence the industry is 
dependent on what is happening internationally. It is vulnerable to international tariff policy, with 
the US tariff policy reversals being a threat. Competition from imports is also a concern. But the 
importance of the sector is recognised in national economic policy, with the Department of Trade 
and Industry engaged in measures to strengthen and expand the sector. Industry development 
interventions include the establishment of the Steel Development Fund. 

In terms of prospects, the industry has been through a tough couple of years, but analysts see a 
positive future1 which has the potential to stimulate the manufacturing sector in the City. 

2.2.4 Economic growth opportunities 
Location 
STLM has important locational advantages which benefit economic development. It is located 
along the N4 / N12 corridor that connects Pretoria and Johannesburg to Mbombela and 
Mozambique. In a North-South direction the N11 corridor which runs through the CBD town and 
links the Limpopo Province through Middelburg – Hendrina – Ermelo to Kwa-Zulu Natal province 
and the Richards Bay harbour. More locally, the ‘Midlen’ corridor links Middelburg and 
Emalahleni, the two largest economies of the Mpumalanga province. 

 
1 Engineering News 12 March 2018 and interview with Eugene Rossouw, LED Forum 
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Railway lines link the municipality to regional economic Maputo harbour; one railway line runs 
from Johannesburg through Delmas and Ogies and connects with the other line that runs from 
Pretoria through Bonkhorstspruit and Emalahleni. It runs parallel to the N4 / N12 and provides an 
alternative freight route between Gauteng, Mpumalanga to Maputo.  

The location of STLM also brings a big energy advantage, with good access to coal, gas and 
electricity (the latter with some limits). 

Individual sector prospects  
According to the IDP for STLM, the economy is expected to grow at 2%, or somewhat less, in the 
coming two years, with much depending on what happens to the national economy beyond that.  

While coal mining may decline beyond a 10 year horizon, it remains a vital part of the STLM 
economy, but one which is under-utilized. As noted above, stainless steel plants, Columbus in 
particular, provide a major industrial anchor within STLM. This opens large downstream 
opportunities for small-scale manufacturing of a variety of products such as exhausts, safety belt 
buckles, airbag gas cylinders and catalytic converters, decoration, signage, shop fittings, 
architecture, furniture, appliances and technology. The recent announcement of the R1.1 billion 
Samancor gas to ethanol green energy plant in Middleburg will be another boost for the STLM 
economy. In addition to about 300 jobs during construction, and 35 permanent jobs at operational 
stage.  

As shown in Figure 6, the tertiary sector (including trade, finance and business services, 
government, and personal services) is increasingly important for STLM and will stimulate demand 
for commercial property while also offering benefits to primary and secondary sector enterprises 
locating in the City. The tourism industry falls largely within the tertiary sector and the prospects 
for tourism, as stated in the Spatial Development Framework, will be a positive stimulus.   

Seen from the above perspective, the longer term prospects for STLM’s economy are promising. 

Importance of economic support institutions  
Another source of strength is derived from the institutional capacity of organisations within the 
municipality to undertake realistic and evidence-based economic planning: 

• The municipality is well-governed, with a competent administration and a good 
relationship with the private sector. 

• Business is supported by an active and organised Business Chamber and LED Forum.  

• Support is also provided internationally, with German funding to Gesellschaft für 
Internationale Zusammenarbeit (GIZ) which supports the City with strategic planning and 
LED, including a permanent advisor based in STLM. 

• Ekangala District Municipality: The district is responsible for promoting the economy and 
assists with SMME development.  

• The steel sector supports economic development through three programmes: 1) Steel 
incubator, a Mpumalanga Stainless Initiative to include post incubation programs; steel 
fabrication and production plant that will be used by graduating incubates; 2) The tooling 
initiative, Mpumalanga Tooling Initiative, to be assisted to expand its tooling initiative, 
artisan development skills and establishment of the tooling room; and 3) Mpumalanga 
Stainless Steel Cluster assistance to entrepreneurs to access markets, do research, and 
develop entrepreneur and management skills. 

Considering how active the steel sector is in STLM, the coal mining sector is lagging and the level 
of support they provide to broader economic development in the City is questionable.  

2.2.5 Economic constraints 
Sector limitations 
The high population growth rate, with new residents being relatively poor, is a challenge for the 
municipality. The perceived economic opportunities in the City appears to be the main driver 
behind high population growth rates. However, in the context of weak economic growth, rates of 
unemployment are likely to raise resulting in higher levels of income poverty. 
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Shifts in the key primary and secondary sectors in the City boundary may have negative 
consequences. The local economy’s dependence on the coal mining industry for employment 
renders the economy vulnerable to external shocks and places limits on the growth of the 
agricultural sector. The utilities sector will be influenced by the closing down and/or scaling down 
of some of the power station operations (notably Tegeta). And the benefits from the substantial 
manufacturing sector are dependent on diversification and development of downstream industries 
which will require substantial investments.  

Infrastructure, land, planning and the informal sector 
Currently, economic development is limited by a number of physical and planning constraints: 

• While infrastructure in STLM is generally good, there are current constraints on bulk water 
and electricity supply (see infrastructure lens following).  

• The scarcity of land for agricultural activities poses a serious threat to the future of 
emerging farmers and food security. This is influenced by the scale of un-rehabilitated 
mining land. 

• A shift from high-resource-use economy to green economy is important but too little is 
done.  

• There is inadequate planning to assist informal trading through bylaws, customized 
infrastructure and linkages with established businesses. Further, land use management 
permits seriously inhibit informal trading. 

• Viability of the CBD remains a concern for the retail and commerce sectors. 

2.3 Areas of possible support 
Possible support requirements for STLM were identified through the assessment team’s own 
assessment and discussions with officials. This included: development of a long-term economic 
plan; improved capacity to negotiate with mining houses; strengthening LED unit to create ability 
to negotiate with large scale businesses, state owned entities and national departments. These 
support requirements are elaborated in Section 6. 

 

 

3 Spatial perspective 

3.1 Context  

3.1.1 Location 
STLM is well located in South Africa from the point of view of economic integration, as shown in 
Figure 8. 
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Source: CSIR 

Figure 8: STLM is well located in South Africa in terms of economic access  
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Figure 9: Local transport linkages and land use 

The City is well-located along N4, N12 and R555 corridors. Aside from Middelburg there are 
pockets of urban areas but, from and coverage perspective, STLM is largely rural. As shown in 
Figure 9, high potential agriculture is concentrated in the North with lower intensity in the South. 
Coal mining areas (red) are located to the South of the N4. Even though there are extensive rural 
areas, there are significant land use limitations. Firstly, large parts of STLM underlain with coal 
deposits which limits the use of this land for agriculture and urban development. Secondly, 
substantial sections of agricultural land are claimed for restitution.  
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3.1.2 Middelburg structure 
Figure 10 shows the spatial form of Middelburg which dominates urban settlement in STLM.  

 
Figure 10: Middelburg spatial form 

Middelburg is compact, low-density and accessible city, with regular grid street pattern and 
virtually no large vacant parcels within footprint. Its spatial form has been influenced by the 
development of a large shopping centre and hospital on south-western periphery of city, leading 
to a decline of the historic CBD, with attendant ‘crime and grime’ issues emerging. While strategic 
development areas (numbered on Figure 10) are located around the periphery of the whole city, 
growth is mainly to the South, with limited infill opportunities. But this does not negate the 
importance of repositioning of the CBD into a niche precinct, building on the location of the High 
Court complex. 

3.1.3 Housing  
As shown in Figure 11, formal housing provision increased rapidly at 3.6% pa from 2010-2016. 
The housing backlog (% of informal and ‘traditional’ dwellings) remains at 15-16%, but this means 
that the absolute numbers of people living in informal and traditional dwellings is increasing. 
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Figure 11: Historic trend with housing provision 

STLM has 86 000 households (2016) who live in 51 000 formal housing units and 14 000 informal 
structures, split between informal settlements and backyards. The demand for housing is high, 
with 38 000 households registered on housing needs register. To address this demand in 5 years, 
7 600 units have to be produced annually, compared to 1 700 units actually produced, mostly 
under provincially facilitated programmes (Although STLM has housing accreditation, it does not 
receive housing grant allocation). 

There is an increase in backyard dwellings directly linked to lack of formal affordable housing 
rental opportunities, and linked to length of time poor households wait before receiving an RDP 
house. In order to cope with ‘unplanned’ informality, STLM has set up a law enforcement unit to 
prevent people from occupying illegally. The City is also supplementing the formal housing 
provision programmes with an ‘in situ’ upgrade programme (more on this below).  

3.2 Future development: regional drivers 
The positive position with economic growth in STLM is addressed under the ‘economic’ lens 
above. The benefits of economic growth are tempered somewhat by the high level of growth of 
low income people households. In dealing with this growth from the point of view of the space 
economy there is the advantage of sound practices historically: municipal governance 
performance has ensured continued low unemployment rates and sound land use management. 
However, challenges remain: there are competing land uses causing strain on economic 
development and, partly for this reason, there is a scarcity of land for agricultural uses. 

3.3 Future development: urban drivers  
The availability of land for urban development is a positive factor in promoting growth. The vacant 
land audit indicates sufficient strategically-located and developable public and privately-owned 
land to accommodate growth until 2030 (4 400 ha of public land, 1 100 ha of privately-owned 
land). This gives the total development potential of vacant, publicly owned land within Strategic 
Development Areas within and around Middelburg of approximately 23 000 units (contrasted with 
5 800 informal structures currently in Middelburg). However, although formal employment has 
increased, in-migration has led to rising number of unemployed, leading to rapid increase in 
informal settlements and backyarding. The response from the City is summarised in the following 
section and will need to deal with significant constraints: there are a significant number of claims 
located on small individual properties within Middelburg urban area; the marginal and recent 
decline in historic CBD owing to large shopping centre development on outskirts of city hampers 
commercial development; Middelburg is faced with poor geo-technical conditions, constraining 
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land development north and west; and, to the South-West, there are  rich coal deposits with land 
in this area reserved for future mining. 

3.4 Municipal response to spatial issues 
In responding to the urban development challenge, the focus of the City is on robust growth 
management, in situ upgrading, financial sustainability and good urban management. The 
emphasis on strong technical planning capacity, systems and organisational values must be 
maintained. This requires the current shortcoming of project management capacity within 
technical services department to be addressed. Also, the bulk electricity and water supply 
problems, raised under the ‘infrastructure’ lens in this report, need to be addressed, and 
maintenance and renewal of infrastructure remains a priority.   

Spatially, the alignment of SDF with land use scheme and SPLUMA principles is important. The 
spatial structure of existing urban areas needs to be managed through defining the urban edge 
and strategic development areas (SDAs). Implementation of the Middelburg CBD revitalisation 
strategy is a high priority but evidently has limited buy-in and political championing. 

From a housing perspective, the ‘in situ’ upgrading programme envisaged by the City is most 
important. However, this is aspirational at present and needs to be implemented. In managing 
access to land and housing, public participation in the planning processes needs to be much 
improved.  

3.5 Areas of support 
Possible support requirements for STLM were identified through the assessment team’s own 
assessment and discussions with officials. This included: improved planning beyond five years; 
develop a capital development framework; improve project management; support to set up ‘in 
situ’ upgrade programme; collaborate with City of Cape Town in support of proactive 
regularisation of backyarding through incremental upgrade; and reinvigorate efforts to revitalise 
CBD. These possible interventions are covered in more detail in Section 6.  

4 Infrastructure perspective 

4.1 Access to services 

4.1.1 Water supply 
Figure 12 shows good growth in access to water supply in STLM but with a small percentage of 
households still without access to piped water within 200 metres of their dwelling.  
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Figure 12: Access to water supply 

4.1.2 Sanitation  
Figure 13 shows good growth in access to sanitation in STLM but with a small percentage of 
households still relaying on bucket sanitation or unimproved pit latrines.  

 
Figure 13: Access to sanitation 

4.1.3 Electricity 
Figure 14 shows rapidly improved access to electricity, particularly since 2011. But with a small 
percentage of households which still do not have access to grid electricity.  
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Figure 14: Access to electricity 

4.1.4 Solid waste management 
Figure 15 shows a gradual increase in access to a solid waste removal service. But the situation 
in rural areas remains problematic, with households left to manage their own solid waste disposal.  

 

 
Figure 15: Access to solid waste  

4.2 State of infrastructure 
Water supply 
The main urban area of Middelburg is served from single source -Middelburg Dam – which is 
close to its capacity limit, but with an emergency pipeline in place to draw from Witbank Dam. 
New sources of water are being sought with advanced negotiations with South 32 mine to supply 
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reclaimed mine water. The water treatment works needs upgrading to be able to improve water 
quality, specifically to remove sulphates. At Hendrina, the City is having to reinstate a previous 
water supply system as the failure of Tegeta Coal has led to the closing down of the reclaimed 
mine water system.  Regarding the distribution system, the biggest issue for the City is replacing 
aging asbestos cement pipelines. 

Sanitation and wastewater 
The existing wastewater treatment plant serving the Middelburg urban area requires upgrading 
to be able to remove nutrients and hence improve effluent quality. This upgrading is taking place 
in stages. 

Electricity 
STLM supplies urban areas and Eskom rural and large power users (including mines). Eskom is 
also STLM’s bulk supplier and their inability to supply sufficient bulk, particularly to the Middelburg 
urban area, is a big constraint. However, there is spare capacity at some sub-stations to the South 
of Middelburg: Aerorand and Rockdale. The other big concern is lack of funding to replace aging 
cables: the overload on cables is causing power outages. The view from the LED Forum 
Chairperson is that electricity supply constraint is a brake on economic development. 

Gas 
Access to gas is of great importance to industry in STLM, combining with coal and electricity to 
make the City ‘energy rich’. The gas pipeline, provided by Sasol, runs from Secunda to Middelburg 
and then on to Emalahleni, serving steel plants there. It delivers waste gas from the Secunda coal 
to liquid fuel plant, but blended with natural gas from Mozambique (delivered via the pipeline from 
Panda). This gives an assured calorific value and continuous supply with long term benefit of 
access to natural gas. Gas is currently used by Columbus Steel, Thos Begbie and Blue Ribbon 
Bakery with potential for new users of gas in the future. 

Roads and stormwater 
The majority of urban roads are paved, with some backlogs in informal settlements. Although a 
pavement management system is in place, an aggregate figure for pavement condition could not 
me obtained, but the indication is that roads are in fairly good condition. Priority projects for major 
roads are the upgrade of Mandela Drive and realignment of N11 (partly to divert coal trucks from 
running through the CBD). Non-motorised transport is a high priority. The road system within 
STLM boundaries is integrated with national and provincial roads. In this regard the relationship 
with SANRAL is good, with cooperation around N11. On the other hand there are problems with 
provincial roads with province underinvesting in roads serving the municipality (e.g. R104). 

Solid waste management 
The primary landfill site serving the municipality – operated by a private contractor – is reaching 
its final capacity and a new site is being investigated. All urban areas – other than a portion of 
informal settlements – get a kerbside collection service. There is a well-developed recycling 
arrangement run by private contractors but supported by the City. 

Community services and public safety 
Health: Municipal health (primarily environmental health) is run by the district and primary health 
care is a provincial responsibility. So STLM has no health responsibilities.  

In relative terms, community services (cemeteries, parks, sports fields, community halls and 
libraries) are well provided in STLM. However, there are backlogs and the biggest concern is 
access to capital to develop new facilities. Cemeteries are where the problem is greatest: finding 
land which is suitable geologically and is close enough to communities. There is a backlog here, 
described in the interview as a ‘crisis’. Maintenance of cemeteries is also a challenge. Improved 
IT at libraries is another high priority.  

Regarding security services (including disaster management, fire and traffic policing) STLM has 
a relatively well developed system. Firefighting is solely a LM function (no service from district). 
But providing a fire service over such a wide area is difficult and fire service is understaffed. 
Security in the city is being upgraded through, inter alia, use of cameras. 
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4.3 Infrastructure overview: planning and management 
Overview 
Steve Tshwete Local Authority has a relatively well-functioning and well-managed infrastructure 
system. However, there are constraints relating to the supply of bulk water and electricity which 
negatively affect economic growth. Further, lack of capital is resulting in a decline in the condition 
of the infrastructure.  

Information 
Information on the infrastructure systems was, in general, readily accessible and the officials in 
the City cooperated with the consulting team to provide information.  

Planning 
By the standards of most municipalities, infrastructure planning in the City is good: there is a 
recent water services development plan in place, with a master plan being completed; a new 
roads master plan is under preparation to replace the existing one, which is poor; a pavement 
management system is in place for the roads; there is a recently completed electricity master 
plan; and a good integrated waste management plan is in place. 

4.4 Challenges 
In general the indication is that the City has the capacity to plan, operate and maintain 
infrastructure. However, there are evident problems with project implementation, partly due to 
project management limitations and partly related to supply chain management shortcomings.  

But lack of capital for infrastructure renewal is the common theme in interviews with officials.  

Access to land for a new landfill site and cemeteries is also a challenge (land for housing is 
covered elsewhere).  

The City is facing limits to further development through lack of support from national entities to 
improve access to resources: Eskom and DWS particularly. 

4.5 Support needs 
Possible support requirements for STLM were identified through the assessment team’s own 
assessment and discussions with officials. By far the biggest concern from managers of services 
and associated infrastructure in STLM is the lack of capital for new infrastructure and renewal of 
existing infrastructure. This is covered under the ‘financial’ lens below. Other possible support 
included: improve negotiations with Eskom and DWS to solve bulk electricity and water problems; 
assess water and sanitation system operation and maintenance capacity; update planning for 
roads and solid waste management. These possible interventions are covered in more detail in 
Section 6.  

5 Financial perspective 

5.1 Revenue overview 
Total revenue in 2018/19 is estimated at R1,48 billion. As shown in the figure below, Steve 
Tshwete’s revenue is mainly generated from electricity sales with property rates increasingly 
become a significant source of revenue.  
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Figure 16: Trend with major revenue sources 

The positive position with revenue is sustained by high revenue collection rates: 98% on average 
over the past 5 years. This is due to the good credit control measures in place. The importance 
of prepaid electricity in credit control is notable: there are systems in place to prevent consumers 
from buying additional electricity until they have cleared their debt.  

Distribution losses are relatively low at 25,8% for water and for 10,7% for electricity as at 30 June 
2017.  

 
Figure 17: Annual revenue growth rate 

5.2 Expenditure overview 
Total expenditure 18/19: R1.53 billion with trends in the largest expenditure items shown in the 
figure below.  
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Figure 18: Trends with major items of expenditure 

Employee related costs are the key cost driver in the municipality and make up 38% of total 
expenditure which is at the upper end of the 25% -40% range recommended by National 
Treasury.  

 
Figure 19: Growth in major expenditure line items.  

As shown in the figure above, employee costs are also the fastest growing item of expenditure. 
STLM views this as a cost item outside of their control but will make sure they do not approve 
new positions for the next 2-3 years in order to contain this cost.  

Expenditure growth overall is still equal to revenue growth, which means the municipality will 
continue to have minor operating deficits in the medium term (see below). 

5.3 Operating performance 
SPM consistently generates most of its own revenue (88% in 2017/18). As shown in the figure 
below, expenditure is projected to exceed revenue in the coming years, with the decline from 
2016/17 due to significant increases in employee related costs. 
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Figure 20: Trends with balance on operating account 

5.4 Liquidity management 
As shown in the figure below, STLM’s cash balance has been declining but is anticipated to grow 
over the 18/19 MTEF. 

 
Figure 21: Trends with cash and investments 

Most of STLM’s current assets are in non-liquid investments and not cash and cash equivalents.  

  
Figure 22: Cash coverage months (left) and liquidity ratio (right) 

Cash coverage is below 3 month which places the municipality at risk of difficulty with payments. 
However, the current ratio is higher than the norm which good liquidity position. Moreover, the 
municipality has a very high and consistent collection rate and therefore does not anticipate cash 
flow problems, despite the low cash coverage. 

5.5 Capital performance 
Total capital budget for 2018/19 is R350 million, with trends shown in the figure below. 
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Figure 23: Capital expenditure trends 

STLM’s capex overall is being increased in the short term. Capital projects are prioritised by the 
departments and finance looks at the motivations as well as revenue generation before approving 
expenditure. While the expenditure is substantial, it is well below the amount required, as 
evidenced by the findings under the ‘infrastructure’ lens above. This means the assets in the 
municipality are in a declining state.   

Considering the balance between new assets and renewal, overall, STLM spent 29% on average 
between 14/15 and 16/17, on renewal which is below the National Treasury recommended 40%. 
But this is project to increase to 40% in the medium term. 

Regarding the management of capital expenditure STLM was currently (December) sitting at 17% 
five months into the year, however spending of capital allocated in the budget has been between 
85% to 95%, on average, over the past 3 years. In some years it has spent more. 

5.6 Management of borrowing 
SPLM’s strategy for financing capital expenditure includes a strong reliance on the use of 
accumulated reserves from its capital replacement reserve (CRR) complimented by borrowing, 
as shown in the figure below.  

 
Figure 24: Split between sources of capital finance 

The total debt to operating ratio has been below the norm of 45%, which given the cash flow 
position, suggests capacity to increase borrowing.  
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Figure 25: Trend with total debt to operating revenue ratio 

The municipality is planning to increase borrowing in the short term and this will place them above 
the threshold. However, capital charges have been below 3% of the total expenditure in the past 
4 years and will only grow to 4% in the medium term. This is well below the 6%-8% norm. 

In addition to borrowing, STLM is planning to build up their reserves to finance capital expenditure 
out of own sources (2017/18 CRR balance: R252 million).  

Regarding ‘public contributions’ (mainly development charges or bulk contributions) the accounts 
(Figure 24) show a decline. Yet it is important for STLM to maximise the contributions from 
developers in the future.  

5.7 Audit outcome trends 
As shown in the table below, STLM has received unqualified audits in the last 5 years, however 
in some years this was with findings. Findings include underspending of the budget (however, not 
clear whether this is opex or capex), contraventions with STLM regulations and weak internal 
control mechanisms. 

 

Year Opinion 

2014 Unqualified 

2015 Unqualified with matters of emphasis 

2016 Unqualified 

2017 Unqualified with matters of emphasis 

 

STLM has a weekly capex meeting which is meant to monitor spending, however, there is a 
perception that there is a persistent problem with slow spending on capital projects due to lack of 
project management capacity in the departments.  

Overall, STLM has good governance structure, however, mitigation strategies, to deal with 
expenditure outside budget, for example, are not sufficiently effective. 

5.8 Financial management capacity 
STLM has sound financial management capacity, with a finance department enjoying long term 
stability, the CFO having been in this position for more than 10 years. However, there are vacant 
positions which need to be filled. The one vacant senior position of a director for financial services 
was being advertised at the time this assessment was undertaken (December 2018). This is 
intended to improve compliance with the municipal standard chart of accounts (mScOA).  
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In order to ensure that capacity is sustained, STLM needs to have a succession plan is in place 
to facilitate skills and knowledge transfer. 

5.9 Long term financial plan 
It is important to note that STLM has a long term financial plan which was finalised in 2017. It 
recommends the following for continued financial sustainability: 

• Capital programme with expenditure at approximately R300 million per annum over the 
next 10 years.  

• Borrowing of approximately R100 million on average per annum over the next 10 years. 

• Improved use of developer’s bulk contributions whether in kind or cash. 

• Build up a cash backed CRR through progressive increases to tariffs. 

• Above inflation increases in billed operating revenue of 7.5%. (electricity: 9.2% and 
water:6.5%). 

• Maintain a current ratio of at least 2:1 and a cash-backed liquidity reserve. 

• Collate an asset register that serves the needs of both finance and infrastructure services 
directorates. Current asset registers only useful for accounting purposes 

• Undertake an accurate assessment of condition of infrastructure asset components. 

• Minimise water losses. 

This long term plan has not been assessed in any detail for this report but the recommendations 
are clearly sound. However, it is likely that a capital expenditure amount of R300 million a year 
may be too low to provide for renewal of the water, sewerage and electricity distribution 
infrastructure (see ‘infrastructure’ lens).  

5.10 Conclusion 
Steve Tshwete Municipality has a steady revenue base, consistently high collection rate and good 
credit control measures in place. The municipality’s sound liquidity status suggests that it is in a 
good position to cover its short term liabilities. The cash coverage ratio does however point to 
some risk, but the municipality’s high and consistent collection rate has meant that it faces no 
cash flow problems.  

Although there is willingness to borrow and the municipality intends to increase its loan book in 
the medium term, a key priority is increasing its reserves so that it can using own funding to cover 
capital spending.  

Despite consistent unqualified audit outcomes, the municipality regularly faces challenges with 
underspending of their capital budget, internal control mechanisms and supply chain 
management processes.  

Vacant critical posts were cited as a key concern in order for the finance department to comply 
with legislative requirements. Filling these has been prioritised and recruitment processes are 
under way. 

5.11 Areas of support 
While the City has a well capacitated treasury, technical support is welcomed. But only if it is from 
‘the right people with the right skills, to add value’ with people that understand the municipal 
context. More specifically, support requirements include: technical support on mScOA 
implementation; special training for municipal valuation; and improvements to the finance 
management grant internship programme. These possible interventions are carried forward into 
Section 6 below.  
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6 Summary support recommendations 

Possible support arrangements which were identified during the diagnosis for each lens are 
summarised below. These were discussed with the STLM Executive at the feedback meeting on 
12 March 2019. The table below lists the interventions and the response from the Executive.   

Possible support identified in diagnostic phase Amended by Executive 

Lens 1 – economic 
Economic infrastructure long-term planning 
capacity. STLM requires technical capacity to develop a 
long-term plan to obviate the declining state of economic 
infrastructure and threats associated with electricity 
supply.  

Not accepted by municipality as 
they asses that they have the 
capacity. But there was some 
evident misunderstanding 
between what constitutes 
‘economic’ vs ‘financial’ planning. 

Relationship with the mining houses. A high-level 
intervention is needed to help improve the relationship 
between the mining houses and STLM beyond SLPs. 
The role of DMR, and its relationship with STLM over 
licensing of new mines needs to improve. Both the DM 
and Provincial government expected to play a mediating 
and supporting function in this regard. 

Accepted 

Implementation capacity. While a great deal of work 
has gone towards analysing the economic challenges 
and formulating broad strategic objectives for the STLM 
economy, the LED function is under-resourced (1 
manager) and technically under capacitated to 
undertake strategic implementation especially for the 
large-scale strategic interventions which includes 
township economic revitalisation, mining beneficiation, 
manufacturing, etc.  

Accepted 

Intergovernmental relations. The role and support of 
the Nkangala DM and the Mpumalanga Provincial 
Government appears to be weak or not fully effective. 
Both are expected to play a pivotal role in strengthening 
the capacity for strategic engagement with industry, as 
well as planning and implementation of large-scale 
economic infrastructure projects.  

This position was accepted by the 
MM but with the comment that 
there is nothing STLM can do to 
improve the DM and provinces 
capacity. 

Lens 2 - Spatial  
STLM complain of poor quality of support from national 
department, and support tends to come after the fact 
‘post mortem intervention’. Rather no intervention than 
sub-standard intervention.  

This position was accepted but 
again with the comment that there 
is little that can be done by STLM 
to improve capacity of national 
departments. 

Technical capacity and systems to improve and 
mainstream long-term financial and spatial planning 
beyond 5 years, linked to capital prioritisation 
framework. Long-term plans should factor in impact of 
potential mine closures and energy interregnum beyond 
5 years. 

Accepted.  

Support to improve project management capacity 
within technical services (esp. senior mgmt. level).  

PDG noted that this comes up 
regularly in interviews but with 
different arguments as to why 
project implementation is not 
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effective: some say it is project 
planning, some refer to supply 
chain management shortcomings 
and others to project 
management expertise. There 
was no agreed position in this in 
the 12 March meeting 

Technical support to realise in situ upgrading 
objectives, including relocation (role for civil society?).  

The importance of this was 
acknowledged. But the MM 
believed that they undertake 
sufficient engagement with 
communities. But PDG pointed 
out that the term ‘civil society’ was 
meant to refer to CSOs: specialist 
NGOs which are experienced in 
the field of ‘in situ’ upgrading. 

Collaborate with City of Cape Town in support of 
proactive regularisation of backyarding through 
incremental upgrade.  

Accepted 

Reinvigorate efforts to revitalise CBD, potentially 
towards niche role (including establishment of CID?).  

MM explained that STLM is 
already engaged with City of 
Cape Town to inform this 
intervention. By implication, they 
do not need additional support. 

Lens 3 – Infrastructure 
Negotiating with Eskom to increase capacity of bulk 
supply to Middelburg.  

Accepted 

Negotiating with DWS regarding new water resources.  Accepted 

Assessing capability of project management and O&M 
capability of water and sanitation units.  

The problems with project 
management capability were 
accepted (see above). There was 
no response to water services 
O&M capacity and it is assumed 
that this is supported by the 
municipality. 

Review of planning for roads and integrated waste 
management. 

Accepted 

Developing new cemeteries.  It was accepted that it is 
inappropriate to mention a 
specific item of infrastructure. 
Rather the issue is one of overall 
capital finance constraint 
impacting on all infrastructure. 

Lens 4 - Finance 
Technical support but only if it is from “the right people 
with the right skills, to add value”. Ensure that support is 
from people that understand the municipal context. 

Accepted 

Technical support, training and awareness raising on 
mScOA.   

Accepted 

Special training for municipal valuation  Accepted 
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Improvements to the finance management grant 
internship programme to ensure better retention of skills 
transfer for interns. 

Accepted 

Additional item on financing strategy There was a debate in the 12 
March meeting on the relative 
merits of debt and equity finance, 
specifically with reference to the 
long term financial plan 
recommendations. It is evident 
that some explanation of the 
principles applicable to debt and 
equity finance will be helpful. 

Additional item on capital grant system Overall, considering all lenses, 
the key concern of the City, as 
expressed by the MM throughout 
the session, is the low level of 
MIG (and presumably other 
capital grants) received by the 
City. There was a request to 
engage with CoGTA over the way 
the grant works. 

Additional item on Development Charges The GM water services raised the 
importance of getting the unit 
costs in their new policy 
calculated. 
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