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1 Introduction 

Project background 
In April 2016, Cabinet approved the Integrated Urban Development Framework (IUDF) as an “all-
of-government” initiative.  The IUDF 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 (CSP) 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 2). 

The diagnostic assessments are intended 
to be 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 1). In 
addition, overarching issues of 
organisational capacity and governance 
are to be assessed.   The focus is on high 
level strategic issues, with reduced 
emphasis on lower level operational 
issues or challenges.  

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.  

 

 
Figure 2: Purpose of the diagnostic assessment 

as part of the IUDF implementation in ICMs 
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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 KwaDukuza Local Municipality was undertaken on 5 and 6 November 
2018, during which time the assessment team interviewed key officials, the political leadership 
and external stakeholders. The feedback presentation was made to the executive management 
team on 28 January 2019 and comments were received on the findings. This assessment report 
provides a summary of the assessment, including incorporation of comments received during the 
municipal feedback presentation.  

2 Economic perspective  

Status quo 

Demographic and socio-economic profile 
KwaDukuza is the most populous local municipality within the iLembe District, with a population 
in 2016 of 276 719 and 91 284 households (average household size = 3.0) (Community Survey, 
2016). However, due to the strong tourist economy, the population is estimated to reach 
approximately 320 000 during the peak (December) season (KwaDukuza IDP, 2018/19:18). The 
average annual population increase from 2001 to 2011 was high at an average of 3.3% per 
annum, peaking at 4% (Figure 4but has slowed between 2011 and 2016 to 1.7% per annum 
(Census 2001, Census 2011, Community Survey 2016). The municipality has also grown in size, 
increasing in the 2016 demarcation process by 2 wards to the current 29 wards.  

 
Figure 4: Population and population growth rate in KwaDukuza – 1996-2017 (Source: IHS Global Insights) 
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There are anecdotal reports of two demographic shifts in KDM. Firstly, continued residential and 
industrial development has stimulated large-scale rural-urban in-migration accompanied by 
informal settlement growth and land invasion rural-urban migration from north and west 
neighbouring municipalities (e.g. Fraser’s informal settlement). Secondly, the relocation of the 
airport and the decline of the KZN South Coast and the Durban CBD has stimulated a northward 
shift of wealthier residents up the north coast of eThekwini, spilling over into the south of 
KwaDukuza..  

The municipality is relatively poor. In 2011, approximately 68% of the population earned less than 
R3 183 per month (Census, 2011) (Figure 5).  Although aggregate income has risen steeply since 
2000 (Figure 6) this is attributed to the influx of wealthy residents, rather than the improvement in 
the income of poor residents. The unemployment rate in KwaDukuza has been relatively constant 
around 20% for the past 15 years.  

 

 
Figure 5: Income profile of KwaDukuza Municipality in 2011 (Source: Census, 2011) 

 
Figure 6: Aggregate income of KwaDukuza residents compared with neighbouring municipalities (Source: IHS 

Global Insights) 

Economy size, structure and growth 
The municipality is strategically located along the N2 transport corridor between the two ports of 
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cane, and the IDP (2018/19) states that the agricultural sector remains the dominant contributor 
to the economy. However, GVA data from IHS Global Insights (2018) indicates that manufacturing 
has been consistently dominant, and that the agricultural contribution has been declining since 
2004. This is likely attributable to the fact that agro-processing (sugar milling, specifically) has 
been included the manufacturing sector. In 2016, agriculture as only the fourth largest sector in 
the municipality. Agriculture ceased to be the largest employer in 2008, when it was overtaken by 
manufacturing. Agriculture is now only the 4th largest employment sector.  In 2005 business 
services (associated with the coastal development) overtook agriculture as the second largest 
sector and has continued to grow. Trade and accommodation has also experienced growth over 
the same period and is the third largest sector. These two sectors reflect the gradual replacement 
of agricultural land with urban development.  Trade and Community Services were the two largest 
employment sectors in the municipality in 2016 (IHS Global Insights, 2018). 

 
Figure 7: Structure of the KwaDukuza economy – 1996-2016 (Source: IHS Global Insights) 

Despite the high economic growth, the Gross Value Added (GVA) of KwaDukuza in 2016 was the 
smallest of the 9 ICMs being assessed.  

 
Figure 8: Relative size of the KwaDukuza economy (GVA 2016) (Source: IHS Global Insights) 
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KwaDukuza has benefited from its strategic location, capturing northward growth from eThekwini. 
This has been amplified by the new location of the international airport at La Mercy and the 
establishment of the Dube Trade Port (DTP) Special Economic Zone. KwaDukuza is also 
strategically located between the two ports of Richards Bay and Durban and enjoys good regional 
connectivity through the national N2 road and the provincial R102 road. The economy in the 
municipality has changed dramatically since 2006 with rapid urban development, mainly 
residential, of the coastal areas, specifically around Ballito. The rate of development in 
KwaDukuza far exceeds any of the other ICMs being assessed (Figure 9). The extent of the 
building development can be seen in the graphs below. This property boom is supported by, but 
not led by the municipality and is likely to continue. The demand for this property is exogenous 
and the release of land is dictated by a single large property owner.  

 

 
Figure 9: Breakdown of building development in KwaDukuza by value and type – 2015 (Source: StatsSA 

Building Statistics) 

The KwaDukuza CBD has suffered from prolonged urban decay. There is a reported increase in 
crime (supported by statistics), increased informality and movement of formal businesses to the 
new mall.    However, it still serves the function of a regional services centre for middle- to low-
income residents and as a government services centre for the region. The prospects of growth in 
KwaDukuza are limited, but the municipality would still like to instill investor confidence in the town 
centre and to grow the visitor economy through capitalizing on the presence of King Shaka’s 
grave.  

The Business Confidence Index, produced by the iLembe Chamber of Commerce and Enterprise 
iLembe, has dropped recently owing to: 

• Lack of infrastructure development and maintenance e.g. energy and water 

• Poor management of public spaces and disregards for municipal by-laws 

• Lack of public transport for commuters between west and east 

• Perception of slow planning approvals by developers 

Municipal responses 
The municipality has promoted coastal development through generous development incentives, 
including a rates holiday for 2 years and reduced rates for 6 years. In addition, development 
charges were reimbursed once 70% occupancy on developments was achieved. This 
development charge rebate scheme created an uncertain liability for the municipality (as it was 
unclear when the money needed to be paid back) and raised an audit query. These incentives 
may also have contributed to the current lack of funding for bulk infrastructure required to unlock 
development. There was concern that there was ‘double-dipping’ in that developers were being 
incentivized twice. Both incentive schemes have now been withdrawn and replaced by a 1-year 
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incentive focusses on industrial and commercial development and has certain minimum 
qualification requirements and a new system of development charges with no refunds. 

 The municipality attempted to stimulate development at the Woodmead node on the R102 
through a public-private partnership. The municipality was to use Neighbourhood Development 
Partnership Grant (NDPG) funds to construct a taxi rank, while a private partner was to construct 
a residential development and an shopping centre. The private partner pulled out after the first 
residential units failed to sell, and the taxi rank was never completed because the provincial 
government refused to grant access from the R102 to the taxi rank because of its status of a 
mobility route. As a result of this project failing, a similar initiative at Groutville was never started. 
This experience highlights two important issues: the lack of demand in the lower income formal 
property market, and a disjuncture between the municipal economic development and the 
provincial transport priorities.  

Following a KwaDukuza CBD revitalisation study in 2009, the municipality initiated four anchor 
projects to revitalise the area: the KwaDukuza Mall, the private hospital, an inter-modal transport 
facility and King Shaka’s grave memorial and museum. Municipal land was released and a DIT 
critical infrastructure grant was access to facilitate the construction of the KwaDukuza Mall, and 
the municipality facilitated the construction of the hospital. The other two projects have not yet 
happened. Despite considerable municipal investment in infrastructure in the KwaDukuza CBD 
(roads, stormwater and electricity upgrades), there has been no concomitant investment by 
private land owners. The council has requested an investigation into possible incentives to 
stimulate renewal of the CBD. 

Ballito does not suffer from the same urban management issues because of the successful 
implementation of the Ballito Urban Improvement Precinct (UIP) as a Special Ratings Area. The 
UIP is primarily involved in security measures, waste management and management of the 
coastal facilities.  

The vision of the KwaDukuza Municipality is to, by 2030, be a vibrant city competing in the global 
village economically, politically and in a sustainable manner (KwaDukuza IPD, 2018/19:30). The 
two aspects of this vision statement that emerged strongly out of the engagements were the 
desire to be a city and sustainability through low-carbon emission development.  While what it 
means to be ‘a city’ has not been made explicit, the municipality, with support from ICLEI, has 
developed an urban low emission development strategy and a climate change response strategy. 

Strategic issues 

Inclusive economic development 
A key challenge for the municipality is how to influence this rapid coastal development to be more 
inclusive and to maximise local benefit. There is a steep cross-sectional amenity gradient from 
coast to inland: high income groups outcompete others for desirable, privately-owned coastal 
land. Structural inequalities at regional and national level in economic mobility and educational 
attainment is manifested in stark spatial terms. However, the spatial concentration of high income, 
highly-skilled residents and visitors generate significant demand for services, decentralised 
businesses and construction along coastline, all highly labour intensive. There is a need to 
strengthen cross-sectional movement linkages to improve accessibility to these opportunities. 

The Compensation area of KwaDukuza demonstrates the highest economic development 
potential in the municipality, but the market demand is untested given the macro-economy and 
neighbours (DTP, IsiThebe and Richards Bay). These nodes impact on KDM’s potential to be an 
industrial node, as property is more expensive, electricity supply is a challenge and there is lower 
market demand. DTP is located in eThekwini, but on the boundary of KwaDukuza and has spatial 
linkages to Durban and to Compensation. The focus of the Trade Port is high value goods for 
export. However, external stakeholders believe that the regional vision for the aerotropolis has 
not been fully embraced by KDM. A lack of cross-boundary planning and uncertainty over the 
functionality of the R102 (mobility vs accessibility) hinders potential spill-over benefits from Dube 
Trade Port.  Better linkages are required between Compensation and DTP to unlock this 
economic spill-over. To achieve this, the form and timing of investment along the R102 corridor 
is key.  
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Empowered active communities 
The KwaDukuza CBD has suffered from prolonged urban decay. There is a reported increase in 
crime (supported by statistics), increased informality and movement of formal businesses to the 
new mall.    However, it still serves the function of a regional services centre for middle- to low-
income residents and as a government services centre for the region. The prospects of growth in 
KwaDukuza are limited, but the municipality would still like to instill investor confidence in the town 
centre and to grow the visitor economy through capitalizing on the presence of King Shaka’s 
grave. Despite municipal efforts, there seems to be limited engagement, involvement and 
investment by business and property owners (including absent landlords) in the KwaDukuza CBD. 

The Business Confidence Index, produced by the iLembe Chamber of Commerce and Enterprise 
iLembe, has dropped recently owing to: 
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• Lack of infrastructure development and maintenance e.g. energy and water 

• Poor management of public spaces and disregards for municipal by-laws 

• Lack of public transport for commuters between west and east 

• Perception of slow planning approvals by developers 

3 Spatial perspective 

Status quo 

Spatial organisation  
Approximately 84% of the land area in KwaDukuza is agricultural, mainly sugar cane, with low 
settlement densities ( 

Figure 10). Only 24% of municipality remains untransformed, and no protected areas have been 
declared. The vast majority of developable land is privately owned by Tongaat Hulett. A 
substantial portion (approximately 40%) of this developable land is under land claims (Housing 
Sector Plan, 2018). In contrast to neighbouring eThekwini, only a small portion of the land  in 
KwaDukuza is under tribal authority. 

 

Figure 10: Land cover in KwaDukuza 



Intermediate City Municipality Diagnostic Assessment Report – KwaDukuza Local Municipality  
 
 

 
9 

 

KwaDukuza has experience two distinct types of spatial growth: rapid high-income development 
along the coast, mainly in the south (Figure 11); and gradual nodal expansion in the form of 
intensification along the R102 corridor as a result of public housing investments coupled with 
organic, and somewhat informal growth (Figure 12). 
 

 
Figure 11: Extent of growth in the Ballito/Salt rock area, 2004-2018 (Source: Google maps) 

 
Figure 12: Direction of growth along the R102 corridor (Source: Google Maps) 

Spatial governance 
Although KDM has not enforced a delineated urban edge, the boundaries of major towns have 
historically been contained by high value agricultural land. The large supply of land with existing 
rights based on historical Ordinance and DFA approved applications across the entire coastal 
belt will accommodate demand in the medium term. Major high-income residential development 
is being rolled out from Ballito northwards, which is likely to be the major driver of change in spatial 
form for next 20 years. Figure 13 shows that large areas covered by existing and future 
development proposals. Given the existing rights, KDM has limited influence over the spatial 
development patterns, and conventional growth management instruments, such a zoning 
schemes will not have impact.  

2018 extent (25 sq. km)

2004 extent (7 sq. km)

2018 extent (25 sq. 
km)
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Figure 13: Existing development zones (yellow) and pipeline development (green) (Source: KwaDukuza 

Development Planning department)  

Municipal responses 

Spatial Planning  
The last KwaDukuza SDF was first adopted in 2013, prior to the enactment of SPLUMA, and was 
implemented in 2015 (KDM, 2017). In 2017 a review was undertaken to assess the alignment of 
the 2015/16 SDF with SPLUMA and highlighted a number of gaps. The SDF was revised in 2017, 
but some of the necessary changes require a full review, which has not yet taken place, partly 
because provincial funding allocated for this purpose was withdrawn. Detailed spatial frameworks 
for the Beach Nodes and Ballito Village. The Greater Compensation Framework Area Plan was 
produced in 2015 and is a comprehensive document dealing with all the strategic issues, although 
there is little evidence of its implementation.    
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Figure 14: Key elements of the KwaDukuza SDF (Source: KDM, 2017) 

The content of the SDF is mostly drawn from pre-2011 studies, including demographic data from 
1996 and 2001. The actual growth experienced in KDM is higher than the projected growth in the 
SDF.  The does not address the implications of extensive land claims throughout KwaDukuza. 
One of the key gaps highlighted in the review of the SDF was the lack of a capital 
investment/expenditure framework linking the spatial plan to infrastructure plans and budgets.  

The 2017 SDF emphasises a regional development corridor along R102. However, the R102 as 
a provincial road and, as the Woodmead examples illustrates, there are contrasting views as to 
whether this is a mobility or an accessibility route. There is evidence of weak planning and 
coordination with provincial government, and limited knowledge of development plans and 
rationale of Tongaat Hulett, which is the major land owner in the area.  

Strategic issues 

Efficient land governance and management 
There exists a tension between the spatial vision (industrial- and intensification-led corridor 
development) and existing development rights. A single land owner has cleared the way for rapid 
development in recent years, but perhaps not with socially optimal spatial outcomes. While the 
municipality has little control over the form and timing of high-income residential development 
along the coast, it should proactively plan for affordable residential land uses close to coastal 
business areas. The single land owner has cleared the way for rapid development in recent years, 
but perhaps not with socially optimal spatial outcomes. Strong partnerships and decisive land use 
regulation and enforcement will be required to maintain some degree of control over the form of 
the development. 

Coastal management is essential to protect the environment, the highly valuable amenity asset, 
and private property.  To achieve this, the municipality needs to implement the Coastal 
Management Plan. Stricter municipal planning and decision-making is needed around coastal 
activities within 200m of coastline (more stringent set-back lines). 

The municipality needs to focus on the small, but important things: 

• Provide linkages and public transport 

• Ensure public accessibility to the coast, possibly through a bylaw 
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• Development and maintenance of coastal infrastructure including coastal protection 
against sea-level rise and extreme weather events. 

Integrated urban planning and management 
The large area of potential development and the lack of phasing in the SDF precludes properly 
sequenced investments for optimal impact.  Development piece-meal rather than integrated, due 
to lack of all-inclusive master plan for infrastructure. The SDF notionally guides land use 
decisions, but not infrastructure phasing or economic strategy. Integrated planning is required 
that ties a desired and realistic development scenario to infrastructure investments, financing 
mechanisms, and subsequent revenue streams.  

4 Infrastructure and service delivery perspective 

Status quo 

Electricity 
Approximately 89% of households have access to electricity within their dwelling (Community 
Survey, 2016). The rapid pace of development has highlighted critical shortages in electricity 
distribution network capacity in KwaDukuza. Although some new substations and HV lines have 
been installed, there is still a pressing need for more electricity infrastructure to support 
development in the south. In addition, the electricity infrastructure in older parts of the municipality, 
and in the KwaDukuza CBD in particular, is old and failing, resulting in daily power outages. The 
municipality does not have sufficient capacity to maintain the ageing network.  

The electricity department did not have an Executive Director for some time, as it was difficult to 
find some with the requisite technical skills. The post has now been filled, but at the time of the 
assessment the Executive Director has only one of two director posts filled and neither of the two 
manager posts.   

Another key challenge raised in the assessment was the large scale of electricity theft in the 
KwaDukuza CBD. Formal businesses are bypassing meters to steal electricity. Electricity losses 
have been estimated at R120m a year.  

Roads and transport 
KwaDukuza has an excellent existing network of higher-order mobility routes crossing the 
municipality. However, the N2 freeway has been constrained in two places due to roadworks, and 
the R102 has experienced congestion with taxis operating along this route. There is limited 
accessibility between employment opportunities along coastline, and low-income settlements 
further inland. There is no integrated public transport system in KDM, and the rail commuter 
network is underutilised. There is limited provision for NMT and there are large number of workers 
moving daily from west to east, many on foot along the railway line from Shakashead and 
Shakaskraal, and schoolchildren line the verges of the busy R102 in the mornings. Taxis carry 
80% of all public transport trips. Interviews revealed that the taxi associations control public 
transport through intimidation and violence, preventing public transport roll-out.  

A comprehensive roads masterplan was prepared in 2011, including an asset register and 
condition assessment. The master planning was supposed to extend to stormwater but did not.  
The last transport infrastructure plan for the area was prepared for IDM in 2009, while the 
KwaDukuza CBD regeneration plan (2008) also included a traffic and transport plan.  

The Civil Engineering Department, who manage the roads infrastructure, face funding and 
capacity challenges in maintaining the ageing infrastructure. Challenges have been experienced 
with upgrades required on provincial roads, with the province not being able to fund these.  

Solid Waste 
The solid waste service in KDM is institutionally fragmented. A service provider collects waste in 
the south and operates a private landfill used by the municipality, while another service provider 
collects waste in Shakaskraal. The municipality services the formal areas in the north. 56% of 
households have their solid waste collected at least once a week (Community Survey, 2016). In 
all the semi-formal developments and low coast developments the municipality introduced over 
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100 skips to be serviced on daily bases. This is seen as a short-term solution to the problem, but 
these areas are ‘non-rateable’ so the municipality cannot provide a higher service if it does not 
generate revenue. Some of the collection responsibilities have been contracted out without 
adequate supervision. This is attributed to the shortage of personnel for this purpose.  

A Section 781 study was undertaken in 2017 for a PPP form municipal waste services in KDM. It 
found the following: 

“The assessment of the internal mechanism found that the current service is fragmented leading 
to inefficiency and lack of accountability. It demonstrated that the community in the south receives 
a better quality of service from the current external provider, and it is very cost efficient if compared 
to the current internal mechanism. The internal mechanism suffers financial and operational 
inefficiency and has management capacity challenges that have not been addressed in the last 3 
to 5 years.” (Mamuhle Projects, 2017:i). 

A number of service delivery challenges are noted in the report including perceptions of inequity, 
spatial challenges, organizational challenges, affordability challenges and constraints to roll out 
services. Officials interviewed confirmed that the service was struggling, particularly with fleet 
maintenance and replacement, staffing, illegal dumping and illegal landfilling. It was somewhat 
surprising that the municipality undertakes kerbside waste collection twice per week in some 
areas. The operational business case for this practice is not clear and should be revisited. 

Housing 
The relative growth in employment opportunities in KDM have resulted in in-migration and 
pressure for housing in areas like Groutville. There have been increasing cases of land invasions, 
sometimes associated with planned housing projects, happening on both private and public land.   

One concerning issue is that KDM does not seem to have a firm idea of the real housing demand 
in the area. Key planning documents, including the IDP and the housing sector plan, state that 
the housing demand is 68 000 units, based on a ward survey. However, the total number of 
households in KDM is only 91 284 (2016), implying that 74% of households are inadequately 
housed. StatsSA data indicates that 11 229 households live in in informal, traditional and other 
housing types, which equals 12% of total households. This would appear to be a more realistic 
figure. The IDP makes the startling statement that:  

“The anticipated population that could be supported by the current housing program (of 17 000 
units) is in the region of 81 000, a figure that is almost double the natural population growth 
anticipated by the year 2035”. (KwaDukuza IDP 2017-2022, pg. 62) 

This implies a disjuncture between housing planning and the (unknown) housing demand.  

KDM has Level 2 accreditation to plan and manage the housing programme. The organisational 
location has recently shifted; it was previously with Economic Development but is now with 
Infrastructure. Officials reported this to be a positive move to align service delivery with housing 
provision. 

Municipal interviews also revealed a high demand for rental housing. While the municipality has 
a significant amount of rental stock, this is not being increased because of the substantial financial 
liability resulting from a non-payment rate of 90%. The municipality has approved restructuring 
zones, but there is currently no social housing delivery because there are no Social Housing 
Institutions active in KwaDukuza.   

Water Services 
iLembe District Municipality (IDM) is the Water Services Authority in KDM and is the Water 
Services Provider for the northern part of the municipality, but entered into a 30-year contract with 
a private service provider, Siza Water, in 1999 to provide water services to the southern area. 
Only 29% of households have piped water inside their dwelling, while 39% of households have a 
flush toilet (43%) (Community Survey 2016). The largest share of households access water via 
communal taps on shared stands (41%) and sanitation via a pit latrine (43%).  IDM is struggling 
financially. They are only able to collect 60-70% of billed revenue, and as a result are unable to 
fund much of the bulk infrastructure required by development in KDM. A number of housing 

 
1 In terms of the Municipal Systems Act 
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projects have stalled because of a lack of bulk infrastructure, or have been constructed without 
access to piped water and sanitation. KDM even provided IDM with R53 million of MIG funding to 
complete a bulk sewer in order to complete housing projects.   

Municipal responses 
Rapid development in the south of KwaDukuza has highlighted infrastructure constraints, 
particularly around electricity. In addition, the inclusion of new areas through re-demarcation has 
added to service delivery challenges. KDM has leveraged the use of in-kind contributions of bulk 
infrastructure by developers to resolve some of the major infrastructure needs, but constraints to 
further development still exist. The approach to development charges has not been formalized in 
a consistent policy and the provision to reimburse these capital contributions upon meeting 
occupancy thresholds has led to audit queries due to an uncertain contingent liability. 

The development of the KwaDukuza Mall brought with it some improvements to road and other 
infrastructure in KwaDukuza, but the CBD still suffers from ageing infrastructure. In the absence 
of capital funding, the municipality is sweating existing assets with the resultant potholes and 
frequent power outages. 

KDM has good strategic planning for infrastructure (e.g. City Development Strategy Priorities), 
but lacks detailed, and regularly updated planning (e.g. Integrated Waste Master Plan, roads & 
stormwater masterplan, electricity master plan). Previous versions of these plans are 
comprehensive, but the fact that they are all compiled by consultants with no in-house capacity 
to update the plans mean they become outdated quickly and their usefulness is limited. 

An Integrated Waste Management Plan was undertaken internally but was not approved by 
council.  This plan highlights a range of non-compliance issues and also indicates that KDM do 
not currently have accurate waste volume information. The Section 78 study recommended that 
the municipality proceed to procure a PPP for waste services, split into three equal areas, each 
served by a main contractor (Mamuhle Projects, 2017). This has evidently not yet been 
implemented  and the IWMP is being reviewed by Vuthela LED.  

The rate of housing delivery has slowed considerably from 1500-1800 to 400-450 per annum, and 
numerous projects have stalled, mostly because of funding availability at provincial and district 
level. In particular, water and sanitation funding constraints within the IDM are hindering housing 
delivery. There is also a problem with local ‘business forums’ stopping work on sites. The stalling 
of housing projects has had unfortunate consequences, including the loss of the INEP grant 
because the municipality could not transfer title to beneficiaries in order to claim the grant. In 2016 
there was a Lekgotla decision to encourage inclusionary housing and first project (Hyde Park) 
completed, and other projects have been identified. 

Strategic issues 

Integrated transport and mobility 
Public transport in KwaDukuza is highly fragmented. The bulk transport network exists 
(passenger rail line and major road network), but densities do not support mass transit and taxis 
dominate in both the provision of services and the politics associated with transport planning. 
Transport and mobility cannot be integrated unless the taxi monopoly can be brought into 
discussions about modal integration. The lack of NMT facilities and east-west linkages hinders 
movement of people  using public transport between home and work and creates unsafe 
pedestrian environments on major roads and railway lines. 

Organisationally, transport sits within community safety, which deals mainly with safety and 
security, traffic control, and management of taxis and is distinct from spatial planning. There does 
not seem to be any strategic planning being done on transport.   

Integrated and sustainable human settlements 
The most pressing strategic human settlement issue is the lack of an accurate needs register or 
understanding of the housing demand, or the spatial location of that demand.  In relation to the 
spatial integration of subsidised housing, the major issue is a lack budget to bank land. As most 
land is private, expropriation is seen as the only option.  
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The sustained delivery of public housing is being compromised by the district inability to provide 
water services and Business Forums stopping work on site. 

Integrated urban infrastructure 
The dominant issue in KwaDukuza is the general capital constraint on infrastructure investment 
hindering both private and public development. With limited available resources, there is a tension 
between maintenance and renewal for existing ratepayers, the provision of new infrastructure to 
serve the unserviced areas and the development pressures for bulk infrastructure. One of the 
most urgent needs is investment in electricity to unlock further development. 

The technical departments are experiencing a critical shortage of technical staff, particularly 
electricity, but in other departments as well. Systems are also inadequate, outdated or non-
existent (e.g. SCADA for electricity planning, Pavement Management System for road asset 
management, etc.) and officials believed there is a need to adapt to changing context with a 
general modernization in the way things get done. 

Water services provision is institutionally and spatially fragmented. During the interviews, a 
suggestion was made that KDM take over the W&S function from IDM. This shift in function (which 
would require a revision of authorization by the provincial MEC) would offer benefits in terms of 
timing, integration and addressing the mismatch of technical standards. However, the funding 
challenges experienced by IDM may be transferred to KDM. For example, the Lower Thukela 
Regional Bulk Water Scheme needs R1.2billion but is currently getting only R75 million RBIG. 
Where will the money come from? Many of the profitable water provision areas are served by the 
concessionaire, and it is not known whether KDM can improve on the low collection rate achieved 
by IDM. A proper feasibility assessment, in the form of a Section 78 study would need to be 
undertaken to assess the prudence of this significant amendment to the status quo.  IN the 
absence of an adjustment of the function, the minimum required is a joint development forum for 
planning together, coupled with clearer funding responsibilities. 

A similar suggestion was made for the transfer of certain provincial road assets to KDM to allow 
the municipality to maintain and upgrade these neglected roads. However, there is an expectation 
that the transfer would be accompanied by associated funding, which may not materialise. In the 
absence of clarity on this issue, the transfer is not encouraged.  

5 Financial perspective 

Status quo 

Operating performance 
The total revenue in 2018/19 was R1,53 billion, generated mostly from electricity sales (Figure 
15).  Property rates are increasingly become a significant source of revenue, and are projected 
to grow faster than electricity and overall revenue (Figure 16).  Transfers and subsidies are also 
projected to grow faster than other revenue sources, but from a low base (  Figure 
17.  The current collection rate is approximately 89%, a decline from 97% in 2014/15.  
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Figure 15: Proportional split of KwaDukuza revenue sources, compared with other ICMs 

 

 
Figure 16: Key revenue trends  Figure 17: Avg. revenue growth rate (14/15 – 20/21) 

Total expenditure in KDM in 2018/19  was R1.52 billion. Bulk purchases and employee related 
costs are the key cost drivers in the municipality and both are have grown, and are anticipated to 
grow, faster than overall expenditure and total revenue (Figure 18).  A continuation of this trend 
places the municipality at risk of operating deficits in the medium term. It is notable that contracted 
services expenditure and is now the third biggest cost driver. The reason for this is reclassification 
under mSCOA, however the increase has significantly increased the overall expenditure.  
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Figure 18: Key cost driver trends 

KDM generates most of its own revenue. This is projected to decline slightly in the medium term 
due faster growth of equitable share compared to own source revenue.  
Operating surpluses have declined to almost zero over time (Figure 19) which places KDM at risk 
of sustainably financing future capital expenditure from own sources. The decline is due to faster 
expenditure growth relative to revenue.  
 

 
Figure 19: Operating surplus as a percentage of operating revenue (2014/15-2020/21) 

Liquidity management 
KDM’s cash balance has been declining and is project to remain low in the medium term (Figure 
20). The resulting cash coverage below three months suggests a risk of challenges with cashflow. 
KDM’s current ratio has been declining and this trend is anticipated over the medium term. The 
ratio is still within normal range, but continued decline places the municipality at risk of failure to 
make short term payments.  
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Figure 20: Liquidity management indicators 

Capital performance 
The total capital budget for KDM in 2018/19 was R345 million, which represents a 140% increase 
from 2017/18.  KDM has historically faced challenges with spending its capital budget. Constraints 
include project planning and lengthy supply chain management processes that delay 
implementation of projects. However this was reported to be improving, and KDM spent 91% of 
its capex budget in 16/17. The majority of spending between 2014/15 and 2016/17 has been on 
new assets (Figure 21). The lack of investment in renewal is most likely the cause of service 
delivery disruptions and limitations to development due to aged infrastructure. 

 

 
Figure 21: Capital expenditure by type (2014/15-2020/21) 

Borrowing management 
KDM’s strategy for financing capital expenditure has historically relied strongly on the Capital 
Replacement reserve (CRR) and grants (Figure 22). More than 80% of the medium-term budget 
is to be financed from these two sources.   
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Figure 22: Historic and planned capital expenditure by source (2014/15-2020/21) 

Audit outcome trends 
KDM has received 12 unqualified audits in a row, which is undoubtedly a great achievement. 
However, these have always included an emphasis of matter. A benefit of this impressive record 
has been the ability to demonstrate creditworthiness, which has facilitated the ability to borrow 
when necessary. Persistent findings in the audits are irregular expenditure, internal audit 
recommendations not addressed in time, and non-compliance with supply chain management 
policies and procedures.  

Capacity 
Capacity in the finance department was raised as a critical concern. The data from 2016/17 
suggest that the department faces challenges, but civil engineering is considerably more 
constrained (Figure 23). A challenge in the department relates to the positions that are vacant 
e.g. a suitably-qualified manager to produce the AFS. Existing staff are competent and this is also 
demonstrated by the proportion of staff meeting the minimum competency requirements (76%). 
The challenges with capacity affect timeous reporting and quality thereof.  

 
Figure 23: Vacancy rates in key departments 

Municipal responses 
The current fiscal prudence that is being practiced in KwaDukuza is a direct response to depleted 
capital reserves and decreasing municipal surpluses. Increasing non-payment was identified as 
a key risk to revenue management and a revenue protection unit has been approved to address 
this, but not yet implemented. 

Although the municipality is in a financial position to source external financing, it currently has no 
loan-financed capital projects. A risk averse approach is applied due to challenges with spending 
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of capital expenditure and a lack of funding proposals linked to specific revenue-generating 
projects. The municipality has struggled to spend its capital budget due to poor planning and 
burdensome supply chain management. There are improvements in this respect.  

In previous audits, the Auditor-General found that the municipal leadership did not oversee and 
monitor effective implementation of the action plans to prevent irregular spending.  This issue is 
currently being addressed. 

The capacity challenges have been communicated to council and some of the key finance 
department posts have been identified as critical posts and approved for filling. 

Strategic issues 

Sustainable finances 
KDM has a steady and growing revenue base, however the municipality’s expenditure has been 
growing at a faster rate than revenue which has led to declining surpluses. KwaDukuza is 
comparatively dependent on property rates revenue as source of revenue (25% in 2016), but the 
collection rate has been declining over the past 5 years and is indicative of risk of increasing non-
payment.  Moreover, although positive, the municipality’s cash coverage and liquidity position 
suggest risk of challenges with paying for short term liabilities. A combination of declining cash 
reserves and the municipality’s understandable aversion to the risk leveraging external financing 
hinders the implementation of critical capital projects to unlock growth.  

Despite consistent unqualified audit outcomes, the municipality consistently faces challenges with 
limiting irregular spending, ineffective internal controls and oversight from leadership to implement 
auction plans. 

Capacity in the finance department is cited as a key constraint to financial management which 
explains some of the audit findings with respect to quality of reporting and ability to deliver these 
on time.  

The generous development incentives, including the reimbursable development charges, applied 
to attract development had the desired effect, but possibly undermine financial sustainability of 
municipality. A consistent development charges policy needs to be developed, and some of the 
contribution rates (e.g. electricity) need to be revisited.  

The municipality needs to take drastic steps to protect and improve revenue to re-establish a 
strong financial base in order to take the calculated risk to invest in new coastal development 
areas (e.g. Tinley manor). Revenue protection an enhancement should include the detection and 
cutting of illegal electricity connections, enforcing planning bylaws, following up on bad debt, and 
the introduction of an electricity availability charge to compensate for lost revenue due to off-grid 
installations. These interventions require significant political will. In the absence of this increased 
revenue and the resulting ability to invest in capital, the municipality will be reliant on waiting for 
developers and development charges to fund the necessary infrastructure. This period of waiting 
an uncertainty is likely to discourage the type of development that the municipality is hoping to 
attract.  

6 Organisational and governance issues 

Status quo 
KwaDukuza is historically well-performing municipality, but integrated planning is undermined by 
very high levels of vacancy and inadequate systems. The municipality has experienced high rates 
of staff turnover, including at senior management level. This is mostly due to better offers in 
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neighbouring eThekwini.  The slow rate at which vacancies have been filled have been attributed 
to: 

• Council approval required for post advertisements  

• Attrition posts not filled 

• Budget constraints 

• Post evaluation and grading 

In 2011 KwaDukuza had no Section 56 or 57 managers. The situation is now greatly improved 
with seven of the eight filled ED positions. The one vacancy is for a new ED for youth, sport and 
gender, which has been advertised.   

Officials noted overall performance improvements over time and that KDM is good at compliance. 
One major complaint was that state of information technology (IT). The skills, systems and 
capacity were reported to be grossly inadequate. The systems do not function which severely 
limits productivity and efficiency, resulting in frustration and low morale.  

Municipal response 
In order to address staff capacity issues, a revised organogram has been submitted to Council 
for adoption. A council decision has been taken to fill critical posts, specifically in the finance and 
electricity departments. Performance Agreements have been signed to ED level and there is a 
plan to extend these to level 19 this year.  

Strategic issues 

Effective urban governance 
One of the key strategic issues organizational issues facing the municipality is the inability to fill 
vacancies. This has a knock-on impact on the ability to plan and deliver services and collect 
revenues, which are the other key strategic issues in KDM.  The decision to create an entire new 
executive directorate for a non-revenue generating function is questionable in light of the 
vacancies that exist in departments critical to generating revenue (e.g. no Directors in the 
electricity department).  If the cost of appointments is put forward as a reason not to fill posts, 
then the filling of posts that increase revenue, or decrease the current high expenditure on 
overtime, should be prioritised. 

The Council involvement in approving the filling of posts is clearly problematic. There is a 
disjuncture between political and administrative perspectives: the political leadership complains 
of no evidence of performance improvements as a result of additional appointments, while the 
officials see a critical need. There is no prioritisation mechanism across departmental silos for 
filling vacancies, resulting in ongoing delays. The administration is also somewhat responsible, 
as MANCO does not reach consensus and is not speaking to council with a coherent voice around 
vacancies: 

“ In terms of business units, we are not working together as we’re supposed to. When it comes 
to council, people are talking on behalf of their business unit. MANCO doesn’t come to an 
agreement as to which posts need to be filled (as a management collective). We go to council 
with different views.” – municipal interviewee 

A further capacity concern is the lack of spatial planning capacity given the scale of existing and 
proposed development. One person at Director-level is responsible for forward-planning based. 
Structurally the forward planning function sits in Economic Development and Planning Unit, 
separated from other strategic planning such as the IDP, which is located in the MM’s office. Thus 
the SDF, IDP and DRM functions are separated, inhibiting cross-sectoral coordination. This is not 
helped by the fact that the  IDP, CDS and SDFs on different review cycles. 

A general modernisation and upgrade is required of the IT systems and software to improve 
productivity and efficiency. There should ideally be a GIS link between town planning and building 
plan applications.  
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Complaints were received from line departments around centralized fleet management and 
procurement. There is an argument for the decentralization of this function for specialized vehicles 
(e.g. solid waste) and the introduction of a fleet procurement rates tender. 

7 Areas of potential support 

This assessment of the KDM focuses on the effectiveness of the municipality in achieving the 
strategic goals of the IUDF and utilising the strategic levers as reflected in Figure 24 below.  The 
purpose of the assessment is to inform an IUDF / IUDG support programme to the KDM. The 
potential areas of support are summarised by the four lenses, plus an over-arching organisational 
lens. 

 
Figure 24: Integrated Urban Development Framework, 2016 

Economic development 
• Revision of the KwaDukuza urban renewal study, and extending this to Shakaskraal, to 

ensure that infrastructure investment leverages private investment. 

• Business cases for the establishment of Special Ratings Areas to address security issues 
in a range of areas to show that KwaDukuza is safe for investment, but in such a way that 
does not perpetuate apartheid spatial planning through autonomous enclaves. 

Spatial planning and land management 
• Support to prepare SPLUMA-compliant SDF with more up-to-date data 

• Update and revise spatial plans to reconcile existing development rights with SPLUMA 
objectives (e.g. accessibility) 

• Integrate spatial planning with infrastructure and housing planning and budgeting through 
developing a Capital Expenditure Framework 

• Enhance capacity to implement SPLUMA (strategic planning) and to process large 
volume of development applications.  



Intermediate City Municipality Diagnostic Assessment Report – KwaDukuza Local Municipality  
 
 

 
23 

 

Infrastructure and services 
• Support to prepare a 10-year infrastructure investment plan (CEF) for strategic 

prioritisation of capital investment in space 

• Technical and financial support to complete an integrated transport plan,, including 
address in the provincial roads asset transfer issue, taxi politics and the possibility of re-
introducing a municipal bus service. 

• Technical planning capacity – improving project preparation to link to financing plan 

• Feasibility study on taking on the W&S function 

• Technical assistance with housing demand study 

• Financial support to complete roads and stormwater master plans 

Finance 
• Technical support to design a revenue enhancement strategy – setting up revenue 

protection unit and assessing tariff structures. 

• Funding for external program to reduce electricity theft, including funding for electricity 
meter installation 

Organisational 
•  Externally conducted skills audit to validate staffing needs 

• Cost assessment of overtime to assess HR practices and to justify recruitment in some 
areas.  

• Business plan for decentralised specialized fleet maintenance (e.g. solid waste) and fleet 
procurement rates tender. 

8 Summary support recommendations 

Both officials and councillors interviewed expressed a desire for KwaDukuza to become a ‘çity’. 
However, there appears to be no consensus about what it is that defines a city or what needs to 
be done to achieve this. A functional city, in terms of the IUDF vision statement, is one that is 
socially integrated, economically inclusive and globally competitive. A key step in KwaDukuza is 
therefore to have a coherent vision of the economic function and trajectory of the municipality, 
taking into account the current reality of private sector led residential coastal development.  

The economic vision is closely tied to the spatial vision for the municipality, which needs to be 
articulated more clearly in a SPLUMA-compliant SDF. Following from lead provided by the SDF, 
a CEF should be prepared to combine technical infrastructure need with the available resources 
to be expected over the long term. The CEF needs to understand the growth drivers and 
implications and get on top of asset management to strategically allocate limited resources to 
renewal to safeguard existing revenues. 

Key to KwaDukuza’s transition to a city will be addressing the chronic capital constraint for 
infrastructure, which stems from fiscal decline. An urgent priority therefore is the improvement in 
municipal revenue through adequate staffing of revenue-generating departments and a clear and 
decisive revenue enhancement strategy backed up by political will.    

Social inclusion and inclusive growth require more dedicated effort towards developing and 
implementing an integrated transport plan that facilitates easy and cheap access across the 
municipality and that protects public access to KwaDukuza’s valuable coastal asset. 
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Annexure A: Documents Reviewed  

Property 

• Valuation Roll as at 20180630 

 

Performance Management 

• ED score cards 

• SDBIP 

 

Economic Development Planning and Policies 

• iBCI 2018 Mid-Year iLembe Economic Development Facilitation Committee, 16 October 
2018 

• 2018 Mid-Year iBCI Joint Press Statement 

• 2018 Mid-Year Review iLembe Business Confidence Index 

• Doing Business in Ilembe 2015 

 

Spatial Planning 

• Ballito Village Node Development Vision and Action Plan, 2009 

• KwaDukuza Beach Nodes Development Plan - Conceptual Development Framework For 
Nodes, 2014 

• KwaDukuza Biodiversity and Open Space Management Plan (BosMap), 2013 

• Greater Compensation Area Conceptual and Development Framework Plan, Final 
Report, August 2015 

• R102 Conceptual Corridor Framework Phase 1 -4 (Consolidated Report) 

• KDM SDF alignment (SPLUMA and MSA) Report 2017 (Final) October 2017 

• Final KwaDukuza SDF Draft 2017 Review 

• Draft KDM LUMS Scheme Clauses, 10 April 18 

• Locality Map - Northern New Developments 

 

Sector Plans 

• Roads and Stormwater Master Plan: Stage 1 Phase 2 Report, 2011 

• KwaDukuza Municipality Electricity Network Master Plan Review, 2016 

• KwaDukuza IWMP, undated 

• Feasibility Study: Solid Waste Services March 2017 (Rev 2)  

• KZN DoT iLembe Public Transport Analysis Report, 2016 

• KDM Human Settlement Final Sector Plan 
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Budget 

• A1 Schedule mSCOA vs 6.1 – 26 May 2017 March 2018  

• Approved 2018/19 financial year budget 

• Borrowing Policy 2018/2019 

• Draft Rates Policy 2018/2019 

• Indigent Policy 2018/2019 

• KZN292 KwaDukuza AFS 2016-17 audited 

• KZN292 KwaDukuza AFS 2017-18 unaudited 

• KZN292 KwaDukuza Audit Report 2015-16 

• KZN292 KwaDukuza Audit Report 2016-17 

• Municipal Money - Municipality KZN292 – KwaDukuza 

• Section 72 report for 2017 2018 financial year 

 

Strategic Plans 

• KwaDukuza City Development Strategy,  Strategy and Implementation Report 
02.06.2017 

• Final KDM LED Strategic Framework Action Plan 

• KwaDukuza Climate Change Response Strategy Report Annexure G 

• Urban LEDS I Final Report 

• iLembe Draft 2018-19 IDP review - 20 March 2018 

• Customer survey KwaDukuza Municipality Survey 2 

• Final Draft  IDP 2016-2017 

• FINAL IDP 2017-2022 

• Final IDP 2018 2019 financial Year 

• KwaDukuza Annual Report 2016-2017 

• KwaDukuza Annual Report 2015-16 


