
Outsourcing is when government appoints an outside company to provide certain
services on its behalf. The Municipal Systems Act (MSA) refers to appointed companies
as ‘external mechanisms’. The contract between the municipality and the ‘external
mechanism’ is referred to as the Service Delivery Agreement (or SDA). The SDA states
exactly what the company is expected to deliver. Sanitation services is an example of
a basic municipal service that might be outsourced, as are community-based refuse
collection, area cleaning, maintenance of city parks, and supply and delivery of
temporary housing units.

There are many reasons government may choose outsourcing. Sometimes a company
has more specialist skills and particular experience and so may be able to provide the
service more efficiently, quickly, or may be able to provide a better quality service. A
municipality may also decide to outsource because they lack the capacity at that
particular time, or because they decide that it is not cost-effective to build the
capacity in-house. There are also disadvantages to outsourcing. It can distance the
municipality from the residents, making it less accountable. It can also mean that
service provision may be harder to monitor. Furthermore, it can contribute to
undermining the capacities of the municipality.

Municipalities cannot decide to use an outside company to provide certain municipal
services without consulting the community and going through a process set out in
the MSA. It must first give notice to the local community that it is considering doing
so. The municipality must then consider a number of criteria, including: the direct and
indirect costs and benefits of outsourcing, the capacity and potential future capacity
of the municipality, the views of the local community, the likely impact on
development and employment patterns in the municipality, and the views of the
labour unions. 

The MSA then specifies the process the municipality must use to decide on which
company to appoint, indicating that it must: be competitive, fair, transparent,
equitable and cost-effective. 

To ensure the above, the municipality must allow equal and simultaneous access to
information, minimise the possibility of fraud and corruption, make the municipality 
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accountable to the local community about progress with selecting a service provider
and the reason for any decision, and take into account the need to promote the
empowerment of small and emerging enterprises.

If the project to provide a basic municipal service is large the municipality must by law
follow certain procedures to ‘put out a tender’. It must openly advertise the opportunity
and then check the eligibility of the applications through a Bid Evaluation Committee.
The company ranked with the highest points is selected, unless good reasons are given
for selecting another. Municipalities must then negotiate the final terms and conditions
of the SDA. The municipality and the service provider must enter into the SDA, which
includes all the details about the service to be provided. 

Even when an external company is appointed to provide a service to communities on
behalf of the municipality, the municipality still remains responsible for ensuring that
those services are delivered properly. It must regulate the provision of the service,
monitor and asses this, and use its authority to make sure that services are delivered
without interruption. The law emphasizes that municipalities must allow local
communities to participate in the affairs of the municipality and to submit petitions and
complaints which are considered and responded to by municipal officials. Municipalities
must consult with communities and report back to them about service delivery. 

The MSA requires municipalities to establish a mechanism and programme for
community consultation and information dissemination regarding the Service Delivery
Agreement, this includes a requirement for the contents of the agreement to be
communicated through the media. Municipalities are required to make copies of the
agreement available at its offices for public inspection during office hours. Notice must
also be given in the media, notifying communities of the details of the service, the name
of the selected service provider, and when and where copies of the SDA are available.
They are also required to give the local community reasonable notice that it wants to
change the agreement and the reasons for the proposed changes, and sufficient
opportunity to make representation.

The MSA requires municipalities to review and decide on the appropriate mechanisms
to provide a municipal service anytime the local community requests it. If the local
community is unhappy or concerned about the way that a service is being provided,
they can raise this with the municipality. This can be done by submitting a petition or a
complaint, or by mentioning it at a public meeting or consultative session with the
municipal Council. The municipality is then required by law to review how the municipal
service is delivered. So even if the municipality is using an outside company to deliver
basic services, the municipality — not the company — is still responsible for whether
those services are delivered on time, at the right quality, and to the right people.


