
In South Africa there are three spheres of government – national, provincial and local.
Each sphere of government is in turn made up of three parts – the elected members
or legislature, a cabinet or executive committee, and departments and civil servants.
National and provincial elections are held together once every five years, while local
government elections are also held every five years in the intervening years.
According to the Constitution, the three spheres of government are supposed to be
“distinctive, interdependent and interrelated”. It states that the three spheres should
work together and support each other to provide citizens with services, but whether
this happens in reality is another story.

Municipalities are mainly responsible for the delivery of basic services: electricity,
water, sanitation, refuse removal and municipal planning. Certain functions are
exclusively provincial functions, such as ambulance services, libraries and museums,
liquor licenses, provincial planning, and provincial roads. And other areas are
concurrent functions, which means that the responsibility to deliver those services is
shared between provincial and national government – for example education, health,
housing, public transport and welfare services.

The money which national government raises through taxes needs to be divided
between the three spheres of government to enable each sphere to perform its
functions and fulfil its responsibilities. But not all the nationally-raised money is
allocated to the three spheres. Before this occurs, a portion of the revenue is set aside
for other purposes: repayment of national debt, an emergency reserve, and a reserve
for meeting particular policy priorities. This portion that is set aside, especially for the
repayment of national debt, has been rising significantly. This does not necessarily
have to be the case, it reflects the priorities of national government. Over recent years
the national treasury has focused on debt repayments and implemented a harsher
austerity agenda. This has significant consequences. One such consequence is that
the proportion of national revenue reaching the different spheres of government
diminishes. This affects the delivery of services.

Roughly speaking the total nationally-raised revenue that goes to the three spheres is
divided as follows: national government receives 45-50%, provinces receive 40-45%, 
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and local government only receives the remaining 5-10%. 

These figures vary year on year, and are announced in the national budget. National
policies have a major influence on the vertical division of revenue: for example, if health
is given top priority, then health departments (and provincial government) will receive a
greater portion of the nationally-raised revenue. This is part of the reason why local
government receives the smallest share. But it is also because local government has the
authority to raise its own revenue through key taxes, such as property rates and service
charges (for water, electricity, etc). Provinces collect very little money from taxes and are
almost entirely reliant on funds from national government, from whom they receive
around 95% of their revenue. 

Local governments receive approximately 75% of their budgets from national and
provincial government, but this figure varies widely between different municipalities.

Municipalities’ self-raised revenue can be substantial. For instance, the Metros that cover
the main cities are able to raise a large amount of money themselves because of
economic growth and a wide tax base in their urban areas. However some smaller and
rural municipalities still rely almost completely on the funds transferred from national
government in order to operate.

In practice, there are two ways national government makes funds available to provinces
and local government – through the equitable share grant, and conditional grants. Of
the total amount of funds which national government sends to provinces, 20% is
conditional grants and 80% is equitable share grants. For municipalities, 49% is
conditional grants and 39% is equitable share grants. (The remaining 12% is a fuel-
sharing levy, whereby national government redistributes the funds raised from the
petrol tax to large municipalities). 

The equitable share grant is a lump sum of the nationally-raised revenue which
provinces and municipalities can spend as they choose, although the transfers are
typically accompanied by recommendations. Conditional grants are funds which are
given by a particular national department to provinces or municipalities for specific
purposes. Provincial and local departments are required to submit a proposal or
business plan to the corresponding national department. With conditional grants,
national government is able to retain more control over how the funds are spent – it can
withhold funds or shift them between provinces or municipalities if there is
underspending.
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