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The Public Servants Association (PSA) is alarmed by South Africa’s deteriorating financial health owing to the
crumbling state of municipalities and state-owned entities (SOEs).

The recent Financial Stability Review by the South African Reserve Bank highlights the severity of the situation,
with government's debt burden expected to peak at nearly 80% of GDP, which is a recipe for disaster. The myriads
of challenges in respect of municipalities and SOEs are well-documented. Of critical concern are continued
corruption, lack of capacity, poor controls, inefficiency, and lack of consequence management. Many of these
institutions receive major audit findings and have poor financial management. This situation can be attributed to
several factors, including the employment of incompetent people who become enablers of maladministration and
corruption. Vast amounts are spent on consultants to compensate for the incompetence, whilst these organisations
continue to fail dismally.

Municipalities’ inability to collect revenue effectively has resulted in a debt crisis, further exacerbating the financial
distress. Auditor-General reports indicate that most municipalities suffer from weak financial management,
corruption, and a shortage of skilled staff. The little revenue that is collected becomes part of wasteful and irregular
expenditure. The ghost employees phenomenon is rife at most municipalities and SOEs. This is a clear indication
of systemic and well-coordinated criminality. The recent collapse of the South African Post Office, the vote of no
confidence in the State Information Technology Agency, and billions of rands owed to Eskom by municipalities,
depict the reality of a country that is on a downward slope.

The PSA calls for the appointment of skilled and competent persons at SOEs and municipalities, removal of
incompetent and well-connected boards that have failed the country, strengthening oversight by portfolio
committees and other empowered institutions, including the Auditor-General. Where bail out is necessary, this
must be accompanied by stringent measures. The appointment of incompetent politically connected people is as
dangerous as failure to fill vacancies at these institutions, as both lead to heightened incapacity and paralysis.

The PSA urges government to implement robust financial management practices, enhance revenue-collection
systems, and ensure accountability and transparency in operations of municipalities and SOEs. It is imperative to
adopt a differentiated strategy tailored to the unique challenges faced by municipalities, rather than a one-size-fits-
all approach. The President’s rhetoric to address maladministration and corruption is not sufficient. Until
government demonstrates political will and serious intentions to decisively address the rot at municipalities and
SOEs, the status quo will remain.

South Africa is in a crisis and government must respond. Some of SOEs are supposed to be generating revenue,

yet they are dismally failing because of intentional sabotage through the appointment of incompetent board
members and senior management coupled with a lack of consequence management and accountability. South
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Africans deserve better. The PSA stands ready to support initiatives aimed at stabilising the country’s financial
situation and improving the performance of municipalities and SOEs. Through collective action and commitment,
the country’s financial health can be restored to ensure sustainable development.
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