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In terms of Chapter 6 of the Municipal Systems Act (MSA), Act 32 of 2000, all 
municipalities must establish a Performance Management System (PMS) in order to 
promote a culture of performance management among its political structures, political 
office bearers, Councillors and its administration. The affairs of the municipality should 
also be conducted in an economical, effective, efficient and accountable manner. 
 
The purpose of this policy document is to establish a process to develop a 
Performance Management Framework for George Municipality. The purpose of this 
framework is to initiate the developing, implementing, reporting and improving 
performance within the municipality. 
 
The PMS is a dynamic tool and can change and develop over time as the organisation 
develops and circumstances change and the system is improved. 
 
The organisational PMS framework should consist of the following: 
 
·  Legislative framework within which PMS will be executed; 
 
·  Internal and external stakeholders involvement; 
 
·  Delegation of responsibilities; 
 
·  Establishing internal infrastructure; 
 
·  Structures created to promote stakeholder participation; 
 
·  Adoption of the system; 
 
·  Publication of the system. 
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. INTRODUCTION 
 
 

Performance Management is about people! 
It is NOT about strategies, models or other techniq ues. 

The whole concept about Performance Management rest s on the way people 
are managed by leaders to attain goals derived from needs of other people.  

IF YOU WANT TO MANAGE, YOU HAVE TO BE ABLE TO MEASU RE! 

 
Performance management is a management tool to equip managers, 
supervisors, employees and stakeholders at different levels with techniques 
to regularly plan, continuously monitor, periodically measure and review 
performance of the organisation in terms of indicators and targets.  
 
It is important to stress that the main purpose of the system should be to 
design measures to improve performance and should not be used as a 
rewarding or punitive tool.  
 
PMS is a framework which describes how performance management will be 
addressed and implemented in the organisation. It also describes the roles of 
the various stakeholders involved in the process. 
 
This policy document guides the following: 

 
·  The development of a PMS; 

 
·  The basis of aligning the Integrated Development Plan (IDP) with the 

operational business plans, performance areas and performance 
indicators of the various Departments. 

1
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.  OBJECTIVES OF THE PMS  
 

 
The following are the objectives of a PMS: 

 
·  Translate the vision, mission and IDP into clear, measurable outcomes 

and indicators and performance levels that define success which are 
shared throughout the municipality with all stakeholders; 

 
·  Provide a tool for assessing, managing and improving the overall health 

and success of processes and systems; 
 

·  Create a culture of best practices; 
 

·  Promote accountability; 
 

·  Improve quality, cost, efficiency, effectiveness, customer service, 
employee alignment, motivation and skills in order to enhance 
performance; 

 
·  Provide a basis in terms of which the organisation’s performance as well 

as individual employee’s performance will be managed. 
 

2
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. RATIONALE OF PMS  
 

 
The Municipal Systems Act requires municipalities to: 

 
·  Develop a PMS; 

 
·  Set targets, monitor and review performance based on indicators linked to 

the IDP; 
 

·  Publish an annual report on performance management;  
 

·  Incorporate and report on a set of general indicators prescribed nationally 
by the Minister responsible for Local Government; 

 
·  Conduct an internal audit on performance before tabling the report; 

 
·  Have the annual performance report audited by the Auditor General; 

 
·  Involve the community in setting indicators and targets and reviewing 

performance. 

3
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.  INITIALISING THE PMS 
 
 

 
4.1  Delegating responsibilities 
 

In terms of the MSA, the Executive Mayor is responsible for the development 
and management of the PMS and it is the responsibility of Council to approve 
and adopt the system. The Executive Mayor can assign the responsibility for 
the management and development of PMS to the Municipal Manager. 
However, the Executive Mayor remains accountable for PMS. The Senior 
Managers (Section 57 appointees) will be responsible for implementing PMS 
in their respective Departments according to the approved framework. 

 
 
 
4.2 Responsibilities 
 

The responsibilities for organisational performance management resort under 
the IDP steering committee. The committee may co-opt additional members 
such as the internal auditor or any other specialist in their field applicable to 
performance management as well as representatives of the trade unions as 
and when required. 

 
The Steering committee is responsible for the following activities: 

 
·  The development and implementation of the organizational PMS; 
·  Ensuring George Municipality implements and complies with all legal 

aspects in respect of the PMS policy; 
 

·  Facilitating further development and refinement of the PMS; 
 

·  Continuously supporting the implementation, assessment, review, 
monitoring and computerization of the process; 

 
·  The compilation of the annual performance report.  

 
The Team will report to the Municipal Manager, who will in turn report to the 
Executive Mayor and finally to Council. 
 

4



  7

�������

�����	�
���
�����������������������

�������
���
�
������������ ��	����

���!���
�����
�
�����	�"�"	������	�

���#�������$��%�&�'������(���'�����(�)��
&�'���*&�������%���"

&�������%�+�
&�������%��&�����""
��(�)�()�&�������%

!�(�(����(���(��
��$�����,�

 
 
Illustration: PMS Organizational Structure of the George Municipality 
 
 
The Municipal Manager and the Steering Committee will keep all role players 
informed about the development, implementation and review of the PMS in 
order to: 

 
·  communicate their roles, responsibilities and expectations within the 

municipality and to the public; 
 
·  encourage public participation through the communication of performance 

information and the creation of appropriate mechanisms; and 
 

·  ensure that the process of developing the system will be inclusive, 
participatory, transparent, simple and realistic, fair and objective,  
developmental and non-punitive. 

 
Upon introduction of the PMS, there will be training sessions for all staff. The 
emphasis of the training will be on those employees who are actively involved 
in the process as well as all supervisors. The PMS should include structures 
to improve the accountability to all stakeholders. 
 
To ensure full compliance, the municipality will: 

 
·  clarify and manage roles, responsibilities and expectations between the 

public and the municipality, between politicians and officials and amongst 
officials; 
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·  communicate these roles, responsibilities and expectations within the 

municipality and to the public; 
 

·  intensify democracy by encouraging public participation through the 
communication of performance information and the creation of appropriate 
mechanisms; 

 
·  create a mechanism for efficient decision-making regarding the allocation 

of resources; 
 

·  introduce a diagnostic tool that indicates that the municipality is doing 
things right and also doing the right things; 

 
·  introducing if necessary an incentive structure, by rewarding        

successes and/or identifying opportunities for growth, learning and 
development; and 

 
·  ensure that the process of developing the system will be inclusive, 

participatory, transparent, simple and realistic, fair and objective, 
developmental and non-punitive. 
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4.3 Development of PMS 
 

The PMS and IDP is interlinked which is illustrated in the following diagram: 
 

MONTH 
YEAR  

ORGANISATIONAL 
PMS 

IDP BUDGET PROJECT 
MANAGEMENT 

JUNE  PREPARATION 
OF PROCESS 
PLAN 

PREPARE SDBIP 
FOR NEXT 
YEAR 

COMPLETE 
PROJECTS OF 
PREVIOUS YEAR 

JULY PERFORMANCE 
EVALUATION OF 
PREVIOUS YEAR 
IMPROVENMENT 
PLAN 

PUBLISH 
PROCESS PLAN 
STATUS QUO 
PERFORMANCE 
FEED BACK  
GAPS ANALYSIS 

 START 
IMPLEMENTATION 
OF PROJECTS 
APPROVED IN 
PREVIOUS 
FINANCIAL YEAR 

AUGUST / 
SEPTEMBER 

 PUBLIC 
PARTICIPATION 
PRIORITISATION 

  

OCTOBER  PERFORMANCE 
EVALUATION OF 
1ST QUARTER 

PROJECTS  PROJECT 
PLANNING  & 
ESTIMATES FOR 
NEXT YEAR 

NOVEMBER  
 
KPI’s 
TARGETS 
DRAFT 
ORGANISATIONAL 
PMS 

DRAFT IDP 
VISION 
MISION 
KPA’S 
OBJECTIVES 

DRAFT BUDGET  
 
 
ACTIVITIES 
TIME FRAMES 
COSTS 

DECEMBER  INTEGRATION INTEGRATION INTEGRATION 
JANUARY PERFORMANCE 

EVALUATION OF 
2NDQUARTER 

INTEGRATION INTEGRATION INTEGRATION 

FEBRUARY  DRAFT IDP 
CONSIDERED 
AND APPROVED 

DRAFT BUDGET 
CONSIDERED 
AND APPROVED 

 
MARCH   

APRIL PUBLIC 
PARTICIPATION 
EVALUATION OF 

3RD QUARTER 

PUBLIC 
PARTICIPATION 
AJUST & 
PREPARE FINAL 
IDP 

PUBLIC 
PARTICIPATION 
AJUST & 
PREPARE FINAL 
BUDGET 

PUBLIC 
PARTICIPATION 
 

MAY KPI’S, TARGETS & 
ORGANISATIONAL 
PMS APPROVED 

IDP APPROVED BUDGET 
APPROVED 
SDBIP  
PREPARED 

 

JUNE   SDBIP 
APPROVED 

 

YEAR 2     
JULY PERFORMANCE 

EVALUATION OF  
YEAR 1 

AS IN YEAR 1 REPORTING RESULTS OF 
PROJECTS 
EXECUTED 
AVAILABLE 
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4.4 Stakeholders 
 

The clear identification of stakeholders is crucial. Each of these categories 
plays a different role in the utilising of PMS. Each role must be acknowledged 
and planned for. The internal and external role players can be illustrated as 
follows: 

 
Stakeholders Planning Implementing Monitoring Reviewing & 

    reporting 

PARLIAMENT    Chapter 4 of the  Chapter 4 of the  

(external to    Constitution of the  Constitution of the  

municipality)    RSA, 1996  RSA, 1996  

     

 Section 43(1)(a) of  Section 49 of the Act Section 43(1)(b) &  In terms of section  

MINISTER OF  the Act   49 of the Act  48(1) of the Act &  

PROVINCIAL &     Section 134 of the  
LOCAL  
GOVERNMENT 
(external to  
municipality) 

   MFMA the Minister  

   must:  

   

·  annually compile and 
submit to Parliament 
and the MECs for local 
government a 
consolidated report of 
local government 
performance itio 
general KPI’s 

   
·  Publish the report in 

the Government 
Gazette 

NATIONAL     Sections 42 & 65-  

COUNCIL OF     69 of Chapter 4 of  

PROVINCES     the Constitution Of  

(external to     the RSA, 1996  

municipality)      

    The Gauteng  

GAUTENG     Legislature must  

LEGISLATURE     evaluate and  

(external to 
municipality) 

   "approve" the PMS  

   annual report on  

    the basis of two  

    main criteria:  

    ·  The report  

    must identify  

    municipalities  

    that under-  
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    performed  

    during the  

    year; and  

    ·  Proposed  

    remedial action  

    to be taken.  

 Section 31 of the  Section 31 of the  In terms of Section  In terms of section  

 Local Government:  Local Government:  155 (7) of the  47 of the Local  

MEC FOR LOCAL 
GOVERNMENT  

Municipal Systems  Municipal Systems  Constitution,  Government:  

Act, 2000  Act, 2000  national and  Municipal Systems  

(external to municipality)   provincial  Act, 2000 the MEC  

   government have  for local  

   the legislative and  government must  

   executive authority  annually compile  

   to see to the  and submit to the  

   effective  provincial  

   performance by  legislature and the  

   municipalities of  Minister of DPLG a  

   their functions  consolidated report  

    on the performance  

    of municipalities in  

    the province. The  

    MEC for local  

    government must  

    also publish the  

    report in the  

    Provincial Gazette  

    and submit a copy  

    of the report to the  

    National Council of  

    Provinces  

    Section 132 of the  

    MFMA: Municipal  

    Manager submit  

    annual report to  

    Provincial  

    Legislature (MEC  

    for LG)  

   Section 74 of the  Midyear budget &  

NATIONAL &    MFMA: General  performance 

PROVINCIAL    reporting  assessment:  

TREASURY    obligation: Non-  Section 72(1) of  

   compliance of any  the MFMA  

   information to   

   National Treasury,   
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   provincial treasury,   

   Dept for LG in the   

   Province or AG -   

   reasons submit by   

   the MM to mayor   

   and Provincial   

   Treasury   

    In terms of section  

AUDITOR     4S(b) of the Act the  

GENERAL     AG must annually  

(external to     audit the results of  

municipality)    performance  

    measurements in  

    terms of section  

    41(1)(c) of the Act  

COUNCIL:  
Executive Mayor  

·  Play the  ·  As far as  Conduct the major  

leading role in   possible,  reviews of  

Executive  giving   monitor  municipal  

Committee  strategic   municipal  performance,  

 direction and   performance  determining where  

 developing   from different  goals have or have  

 strategies and   areas  not been met, what  

 policies for   ·  Commission  the causal reasons  

 the   audits of  are and to adopt  

 organisation   performance  response strategies  

 ·  Manage the   where   

 development   necessary  

 of the PMS     

 ·  Identify     

 indicators and     

 set targets     

 ·  Communicate     

 the plan to     

 other     

 stakeholders     

Standing/ Portfolio  ·  Facilitate the   As far as possible,  ·  Review  

Committees  development of   monitor municipal  municipal  

Council  
a long term   performance from  performance for  

vision   different areas  major reviews  

 ·  Develop    such as the  

 strategies to    annual review  

 achieve vision    ·  Review the  

 ·  Identify    performance of  

 priorities    the executive  

 ·  Adopt indicators    committee  
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 and set targets     

MUNICIPALITY:  ·  Assist the  Manage the  ·  Regularly  ·  Conduct regular  

Municipal Manager  executive  implementation of the monitor the  reviews of  

Strategic Executive  committee in  IDP & PMS - make it  implementation  performance  

Officers  providing  a reality  of the IDP &  e.g. monthly  

Line Management  strategic   PMS, identifying  ·  Organise the  

 direction and   risks early  performance  

 developing   ·  Ensure that  reviews at the  

 strategies and   regular  political level  

 policies for the   monitoring  ·  Ensure the  

 organisation   measurement,  availability of  

 ·  Manage the   analysis and  information  

 development of   reporting) is  ·  Propose  

 the lDP   happening I the  response  

 ·  Ensure that the   organisation  strategies to  

 plan is   ·  Intervene in  the executive  

 integrated   performance  committee or  

 ·  Identify   problems on a  council  

 indicators and   daily operational  ·  Conduct  

 set targets   basis  reviews of team  

 ·  Communicate   ·  Measure  performance  

 the plan to   performance  against plan  

 other   according to  before  

 stakeholders   agreed  executive  

   indicators,  reviews  

   analyse and   

   report regularly,   

   e.g. monthly   

Employees  ·  Contribute ideas Implement the lDP &  ·  Monitor own  ·  Participate  

 to the  PMS and fulfil the  performance  in review of  

 integrated  personal plan  continuously  own  

 development   ·  Monitor and  performance  

 plan   audit the  ·  Participate  

 ·  Adopt lDP by   performance of  in the review  

 aligning   the organisation  of organisational 

 personal goals   and respective  performance  

 and plan with   team  where  

 the    necessary  

 organisational     

 plan     

Organised Labour  ·  Play a   Monitor and audit  Participate in the  

 contributory role  the performance of  public review of  

 in giving   the organisation,  municipal  

 strategic   especially from a  performance  

 direction and   labour perspective   
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 developing long-    

 term vision for     

 the organisation     

 and municipal     

 area     

 ·  Contribute to     

 the     

 development of     

 an lOP     

 ·  Ensure support     

 of members of     

 the IDP & PMS     

AUDITING:    Must on a  Must submit  

   continuous basis  quarterly reports on  

Internal & external 
auditors  

  audit the  their audits to he  

  performance  municipal manager  

   measurement of  and the  

   the municipality  performance audit  

    committee  

Performance Audit    ·  Must meet at  ·  Must review the  

Committee    least twice  quarterly reports  

   during the  submitted to it  

   financial year  ·  Review the  

   ·  May  municipality's  

   communicate  PMS and make  

   directly to the  recommendations 

   Council, MM or  in this regard  

   the internal or  to the Council  

   external  ·  At least twice  

   auditors  during the  

   ·  Access any  financial year  

   municipal  submit an audit  

   records  report to the  

   containing  Council  

   information that   

   is needed to   

   perform its   

   duties or   

   exercise its   

   powers   

   ·  Request any   

   relevant person   

   to attend its   

   meetings and, if   

   necessary, to   
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   provide   

   information to   

   the Committee   

   Investigate any   

   matter it deems   

   necessary for the   

   performance of its   

   duties   

Auditor General     In terms of section  

    45(b) of the Act the  

    AG must annually  

    audit the results of  

    performance 

    measurements in  

    terms of section  

    41(1)( c) of the Act  

CITIZENS &  ·  Be consulted   Be able to monitor  Be given the  

COMMUNITIES:  on needs   and "audit  opportunity to  

Civics  ·  Develop the   "performance  review municipal  

Community Based  long term   against  performance and  

Organisations  vision for the   commitments  suggest new  

Ward Committees  area    indicators and  

Focus Groups 
General Public 

·  Influence the    targets  

identification     

 of priorities     

 ·  Influence the     

 choice of     

 indicators and     

 setting of     

 targets     

PARTNERS:  The KPI’s must    Review the KPI’s set  

Public Partners  inform the    which for every  

 indicators set for    municipal entity  

 every municipal    and service  

 entity and service    provider with whom  

 provider with whom   the municipality  

 the municipality    has entered into a  

 has entered into a    service delivery  

 service delivery    agreement  

 agreement     

 
 
 
 
 



  16

 
4.5 Structures for stakeholder participation 

 
The following structures will be utilized to facilitate meaningful development of 
the PMS: 

 
·  Ward committees 

 
·  IDP meetings 

 
·  Advertisements in the press 

 
·  News letters 

 
4.6 Performance Management System 

 
In terms of the MSA, the PMS should be suitable for the particular 
circumstances of each municipality. The Steering committee must ensure that 
the draft PMS is relevant, realistic and suitable for local circumstances. 
 
The PMS consists of the following: 

 
·  A framework 
·  A model 

 
The framework describes how the PMS cycle and processes will be 
developed and implemented.  
 
The model describes what aspects or dimensions of performance will be 
measured. Different models give different pictures by emphasizing different 
dimensions. In developing the PMS it must be ensured that the system: 

 
·  Complies with all the requirements of the MSA; 
 
·  Prescribes how the system will be managed from the planning stage up to 

the stages of performance review and reporting; 
 

·  Clarifies the roles and responsibilities of each role player including the 
local community of the functioning of the system within the framework of 
the IDP process; 

 
·  Determines the frequency of reporting and the lines of accountability for 

performance; and 
 

·  Aligns the individual and organizational performance management 
processes. 
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. IMPLEMENTATION OF PMS 
 
 

5.1 Planning for PMS 
 

The Steering Committee will facilitate the implementation of the PMS based 
on the IDP. The IDP fulfils the planning phase and PMS the implementation, 
management, monitoring and evaluation of the IDP. 
 
 

5.2 Priorities and objectives 
 

The IDP determines development priorities and development objectives and 
identifies projects which contribute to the achievement of the long-term goals. 
 
Objectives of the PMS should be aligned with the priorities and objectives of 
the IDP. Objectives should be: 
 
·  Tangible, measurable and unambiguous; 
 
·  Be results driven and outcome and impact focused; 

 
·  Contain the precise wording and intention of each objective; 

 
·  Each KPA must relate to an objective/s specified in the IDP. 

 
 
5.3  Key Performance Indicators : 
 

Indicators are units of measurement which indicate whether progress is being 
made in achieving goals and also: 

 
·  provide a common framework for gathering data for measurement and 

reporting; 
 

·  translate complex concepts into simple operational measurable variables; 
 

·  enable the review of goals and objectives; 
 

·  assist in policy review processes; 
 

·  help provide feedback to the municipality and staff ; and 
 
·  each indicator must relate to an objective. 

 

5
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Indicators will serve as a communication tool between staff, supervisors, 
managers, Senior Managers, Municipal Manager and Council and will also 
identify gaps between IDP strategies and the operational plans of the various 
departments. 

 
 
5.4 Types of indicators  
 

The following types of indicators will be used: 
 
·  Baseline  which measures conditions before a project or programme is 

implemented; 
 
·  Input  which measures resources (including financial, human and physical) 

to produce an output; 
 

·  Output  which measures whether an activity produces the desired product 
in quantitative terms; 

 
·  Outcome  which measures the quality as well as the impact on the 

community and; 
 

·  Composite  to provide an index of progress towards achieving progress of 
a specific objective e.g. Gini coefficient as a measure of distribution of 
income. In practice this indicator is seldom used. 

 
All indicators should be simple, relevant, precise, measurable and adequate 
and must be linked to an objective. 

 
 
5.5 Identification of indicators 
 

The following aspects will be considered when identifying indicators: 
 

·  Priorities and objectives set in the IDP; 
 

·  Objectives to be clustered into KPA’s such as service delivery 
development, institutional transformation, governance and financial 
issues; 

 
·  Projects and processes are broken down into activities and measurable 

activities can be used to identify indicators and; 
 

·  Only measurable indicators from available data can be used. 
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5.6 Setting of KPI’s 
 

Key Performance Indicators will be determined in respect of each 
development priority and objective. These indicators are subject to public 
participation and will be used by each Department as well as each municipal 
entity where applicable. 
 
The following is a description of all the elements which appear on the KPI 
template: 
 
Key Performance Area (KPA) :  This is the area in which the municipality 
plays a role towards delivering services. These may include Infrastructure and 
Engineering, Community Planning and Safety, Strategic and Corporate 
Services, Social and Economic Development, Institutional Transformation, 
Governance and Financial Management, amongst others. 
 
Objective : This outlines the aim of the municipality within the key 
performance area as related to the specific service to be delivered. 
 
Action plans/projects : These are operational plans which are currently in 
place or being planned to reach the objectives of the various KPA”s. 
 
Key Performance Indicators (KPI) : These are quantifiable measures which 
show where performance currently is in relation to the baseline and the target. 
This describes the measure in a clear, simple and precise manner. 
 
Target date : This refers to the desired level of service delivery for the current 
financial year or specified period. 
 
Performance levels : This indicates the level of performance in executing the 
action plans and achieving the specified outcomes. The performance levels 
are linked to specified time frames and specific targets. The template makes 
provision for average, below average and above average levels. 
 
Assigning responsibility : This section indicates which Department is 
responsible for that specific function. This aspect can be used to link the 
personal and organizational performance management systems. 
 
 
The following general Key Performance Indicators are prescribed in terms of 
Section 43 of the Municipal Systems Act (2000): 
 
·  The percentage of households with access to basic level of water, 

sanitation, electricity and solid waste removal; 
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·  The percentage of households earning less than R1 100 per month with 
access to free basic services; 

 
·  The percentage of a municipality’s capital budget actually spent on capital 

projects identified for a particular financial year in terms of the 
municipality’s IDP; 

 
·  The number of jobs created through municipality’s local economic 

development initiatives including capital projects; 
 

·  The number of people from employment equity target groups employed in 
the three highest levels of management in compliance with a 
municipality’s approved employment equity plan and; 

 
·  The percentage of a municipality’s budget actually spent on implementing 

its workplace skills plan. 
 

·  Financial viability is expressed by the following ratios: 
 

A= B-C 
      D 

  Where: 
 “A” represents debt coverage 
 “B” represents total operating revenue received 
 “C” represents operating grants 

“D” represents debt service payments (interest redemption) due within the 
financial year; 

 
A= B+C 

     D 
 
 Where:  
 “A” represents cost coverage 
 “B” represents all available cash at a particular time 
 “C” represents investments 
 “D” represents monthly fixed operating expenditure 

 
5.7 Review of KPI’s 
 

Key Performance Indicators will be reviewed annually as part of the 
Performance Review Process. 
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5.8 Setting targets 
 

Performance targets are the planned level of performance or the milestones 
for each indicator. Baseline measurements are a measure of the status quo of 
the indicator at the start of the period and progress is measured from the 
baseline. 
 
Line managers should be consulted as to what a realistic and achievable 
target is, given available resources and capacity. There must be clear time 
lines related to the setting of targets. 
 
George Municipality will for the first year, identify 100 projects, and gradually 
as the model is developed, increase these projects. The Municipal Manager 
will be responsible for identifying/prioritizing these projects. Together with the 
Service Provider and different directorates, templates for each project will be 
developed, taking into account key concepts such as indicators, timelines, 
spending, etc.  
 

5.9 Direction setting for co-ordination 
 

The SDBIP is a vital monitoring tool for the mayor and council to monitor in-
year performance. It also provides the link between the mayor, council and 
administration and facilitates the process for holding management 
accountable for its performance. A properly formulated SDBIP will ensure that 
appropriate information is circulated internally and externally for the purposes 
of monitoring the execution of the budget, performance of senior 
management and the achievement of strategic objectives set by council.  
It is crucial that the Municipal Manager has a direction setting session with the 
full management team. The main purpose is to assess the current situation 
regarding the Strategic Vision and the latest revised IDP. If this is not done, 
each directorate of the municipality will run in its own direction, winning their 
race, but failing to achieve the ultimate strategic objectives of the municipality.  
 
In future the budget process will be a “SMART” process. It will be: 
 

S Specific , that is specific activities form part of a specific project 
that also executes a specific function 

M Measure -able  with Activity Based Costing  
A Attainable  with functions coupled with activities and public 

needs with execution of policies  
R Realistic  regarding the resources needed and the resources 

available 
T Timeframes  – each action and activity is aligned to a set 

period in which the set activity should be completed  
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.  DEVELOPING A MONITORING AND REPORTING 
FRAMEWORK  
 

 
 
 6.1  Requirements of a monitoring framework 
 

Performance monitoring is an ongoing process which runs parallel to the implementation of the IDP. 
The monitoring framework must: 
 
·  Identify the roles of different role players in monitoring and measuring performance; 
 
·  Allocate specific tasks for the gathering of data and submission of reports; 

 
·  Determine the data which must be collected in order to assess performance, how that data is to 

be collected, stored, verified and analysed and how reports on that data are to be compiled; 
 

·  Provide for reporting to the Council at least twice per year; 
 

·  Be designed in a manner which enables the municipality to detect an early indication of under 
performance; 

 
·  Provide for corrective measures where under performance has been identified; 

 
·  Compare current performance with performance during the previous financial year by using the 

baseline indicators. 
 
 
 6.2 Designing a Performance Measurement Framework 
 

There are three levels of reporting namely to the Municipal Manager and Audit Committee, to 
Council and to the MEC for Local Government. Reporting to the Municipal Manager and the Audit 
Committee must be done after the measurement has been done at the end of each quarter. 
Reporting to Council must take place in January and July of each year. Reporting to the MEC must 
be done on an annual basis in July and forms part of the annual report of Council. 
 
Performance measurement will include the measurement of: 
 
·  Costs, resources and time used to produce outputs in accordance with the input indicators; 
 
·  The extent to which the municipality’s activities or processes produce outputs in accordance with 

the output indicators; 
 

·  The total improvement brought by outputs in accordance with outcome indicators. 
 

  6
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The main purpose of the performance management system is to improve performance by identifying 
reasons for under performance and designing measures to take corrective action. In the case of 
Section 57 employees, it can form part of their performance contract in terms of which rewards are 
calculated. 
 
Line managers will be responsible for most measurements. Measurement, assessment and 
reporting will be central to the management duties of Senior Managers, Managers and Supervisors. 
 
Every supervisor and manager must be given adequate training. Following that, they should, at 
least bi-annually but preferably quarterly, have a performance interview with all staff under their 
direct supervision to ensure that: 
 
·  The performance plan for each employee aligns with the performance plan for the organization 

and the IDP; 
 
·  Performance gaps and reasons for those gaps are identified; 

 
·  A consolidated report is submitted relating to improving organizational constraints to 

performance for consideration by management or in the next revision of the IDP or by Council, 
as the case may be; 

·  Personal performance gaps are identified and that an improvement plan is prepared for each 
Section identifying corrective measures such as training needs, better control measures, better 
delegations or other measures to be taken. 

 
A copy of the Performance Improvement Plan must be submitted to Human Resources as part of 
the personal performance management system which should be developed to align with the 
organizational performance management system. 
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THE RELATIONSHIP BETWEEN ORGANIZATIONAL PERFORMANCE  MANAGEMENT SYSTEM, THE IDP, 
THE FINANCIAL MANAGEMENT SYSTEM AND THE PERSONAL PE RFORMANCE MANAGEMENT SYSTEM 

IS INDICATED IN THE FOLLOWING FIGURE . 
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The Minister for Provincial and Local Government published the Municipal Planning 
and Performance Management Regulations in 2001. Performance management in this 
context does not refer to the performance of employees but to the organisation. While 
the two are related and the MSA does require that senior municipal officials are 
appointed on performance contracts, there is no legal requirement that a municipality 
should have a PMS for its employees. Performance Management in Chapter 6 of the 
MSA refers to the performance management of the municipality as an organization. 
 
This policy framework sets out the options of measuring on the organizational level but 
can also be used for the assessment and review of individual employees. The 
development of a personal PMS is a Human Resources function. 

 
6.3 Service Provision rendered to and on behalf of the Municipality 
 

If the Municipality decides to appoint an external service provider e.g. welfare 
organization to manage a crèche, the municipality still remains responsible for the 
performance in terms of that contract. It must be managed in the following manner: 

 
·  An identified employee of the municipality must be tasked to manage the end-to-

end process; 
 

·  Specifications of the service required should be clearly documented; 
 

·  Targets aligned to performance indicators should be described which clearly reflect 
outputs, outcomes, quantity and quality in relation to associated costs and time 
frames; 

 
·  A service level agreement must be entered into between the municipality and a 

service level provider; 
 

·  Monitoring and reporting mechanisms must be put in place by the responsible 
Department to monitor service levels and the attainment of targets; 

 
 
6.4 Models as a tool for measuring performance 
 

According to Louis Kok, the author of Practical Integrated Performance Management, 
the following should be taken into account with regard to models: 
 
“Models are the tools used to channel the organization’s goals, objectives and 
measurements in specific directions. The simplest form of a model is the “Three E’s” 
incorporating the basic Key performance Indicators (KPI’s) e.g. input, output and 
outcome. The complexity of models determines the number of main areas to be 
measured e.g. Three E’s have 3, the Balances Score Card has 4 and the Excellence 
Model has 11.  
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How to choose a model: 
 

·  Start simple and build on the model over time, using your experience to improve its 
capacity to add value to managing and improving performance; 

 
·  Never lose sight of your purpose-it is not an end in itself and doesn’t improve 

performance management and development; 
 

·  Work out the implementation requirements e.g. what kind of information system 
and skills do you need; 

 
·  A good model should promote learning and performance development as part of 

performance management-if it wont it is too complex or mechanical 
 

·  Never just implement a model off-the-shelf or from consultants that key 
stakeholders have not critically assessed 

 
 

  What is the value of a model? 
 

·  Simplifies otherwise long lists of indicators by organizing them into a set of 
categories; 

 
·  Different models differ enormously on what they see as the key aspects of 

performance to be measured; 
 

·  Models help to see the relations between areas of performance when planning and 
evaluating; 

 
·  Models help align IDP and PMS by directly linking KPA’s to priority areas of the 

strategic plan; 
 

·  Building your own model allows you to agree on what areas of performance should 
be integrated, managed and measured and what values should inform our 
indicators and standards of achievement 

 
George Municipality is currently investigating the possibility of using the Cape 
Winelands model which is based on the Balanced Score Card! 
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6.5 Scorecards as a “Tool” to Assess Performance on  a Corporate Level 
 

Many so-called scorecards have been developed with the main aim of tracking 
progress on the basis of measuring certain pre-determined strategies or objectives. 
One of these scorecards is the Municipal Balanced Scorecard Approach. 

 
 
6.5.1 Objective of the Balanced Scorecard (BSC) 
 

The balanced scorecard (developed by Kaplan & Norton) is a conceptual framework 
for translating an organisation’s (or municipality’s) strategic objectives into a set of 
performance indicators distributed among four perspectives, namely, Financial, 
Customer, Internal Business Processes, and Learning and Growth. Some indicators 
are maintained to measure an organisation’s progress toward achieving its vision; 
other indicators are maintained to measure the long-term drivers of success. 

 
Through the balanced scorecard concept, an organisation monitors both its current 
performance (finance, customer satisfaction, and business process results) and its 
efforts to improve processes, motivate and educate employees, and enhances 
information systems (its ability to learn and improve). 

 
 
6.5.2 The Four Perspectives of the Balanced Scoreca rd 
 

(a) Financial:  In the local government arena, the “financial” perspective differs 
from that of the traditional private sector. Private sector financial objectives 
generally represent clear long-range targets for  profit-seeking 
companies, operating in a purely commercial  environment. 

 
Financial considerations for public organisations have an enabling or a 
constraining role, but will rarely be the primary objective for business systems. 
Success for public organisations should be measured by how effectively and 
efficiently they meet the needs of their constituencies. Therefore, in the 
government, the financial perspective emphasizes cost efficiency, i.e. the ability 
to deliver maximum value to the customer. 

 
(b) Customer:  This perspective captures the ability of the organisation to provide 

quality goods and services, the effectiveness of their delivery and overall 
customer service and levels of satisfaction. In the governmental model, the 
principal driver of performance is different to that of a strictly commercial 
environment: customers and stakeholders take pre-eminence over financial 
results. In general, public organisations have a different, perhaps greater, 
stewardship/fiduciary responsibility and focus than do private sector entities. 
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(c) Internal Business Processes:   This perspective focuses on the internal 
business results that lead to financial success and satisfied customers. To meet 
organisational objectives and customers’ expectations, organisations must 
identify the key business processes at which they must excel. Key processes 
are monitored to ensure that outcomes will be satisfactory. Internal business 
processes are the mechanisms through which performance expectations are 
achieved. 

 
(d) Learning and Growth:  This perspective looks at the ability of employees, the 

quality of information systems, and the effects of organisational alignment in 
supporting accomplishment of organisational goals. Processes will only 
succeed if adequately skilled and motivated employees, supplied with accurate 
and timely information, are driving them. This perspective takes on increased 
importance in organisations that are undergoing radical change. In order to 
meet changing requirements and customer expectations, employees may be 
asked to take on dramatically new responsibilities, and may require skills, 
capabilities, technologies, and organisational designs that were not available 
before. 

 
 
 

The diagram below depicts a proposed BSC framework  for municipalities. 
 

 
 
 Illustration: Strategic Perspective of a Balanced Scorecard 
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6.5.3 Strategic and Service Scorecards as Reporting  and Review Tools  
 

Municipal scorecards are related to the concept of “Balanced Scorecards” and if 
practical, once implemented should be able to: 

 
·  Align performance measurement with the IDP and strategic planning; 
 
·  Provide a balanced view of performance based on departmental business plans, 

key inputs, output indicators and outcomes; 
 

·  Link the operational environment with management strategies and the political 
processes of the municipality. 

 
The diagram below gives an indication of the use of scorecards on an annual basis to 
track report and review performance. 
 
The service and strategic scorecards are based on regular: 
- Departmental Reviews- Management Team Reviews 
- Portfolio Committee Reviews- EXCO Reviews 
- Council Reviews- Public Reviews 
- Household surveys- Business satisfaction surveys 
- Employee satisfaction surveys 

 

 
 
 Illustration: Strategic Map of Performance Scorecards 
 Source: Adapted from the Hibiscus Coast Municipality IDP (2003) 
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6.5.4 Analysis of Measurements 
 

Analysis requires the interpretation of the measurements to determine whether targets 
have been met and exceeded, and projections on whether future targets will be met. 
Where targets are not being met, analysis requires that the reasons should be 
examined and corrective action recommended. 

 
 
6.5.5 Who does the Analysis? 
 

It is crucial that line managers continuously analyse the measurements that they are 
generating. They are best placed, having an in-depth understanding of their sector, to 
analyse whether targets are met currently, and will be met in the future, what the 
contributing factors are to the level of performance and what remedial action needs to 
be taken.  This will constitute a preliminary analysis and should be done by respective 
line managers for objectives and indicators that lie within their area of accountability. 
 
It is useful to have a corporate analysis of performance. This analysis should examine 
performance across the municipality in terms of all its priorities. 
 

6.6      Conducting Performance Reviews 
 

Performance Review is a process where the Municipality, after measuring its own 
performance, assesses whether it is doing the right thing. The first method of 
conducting Performance Reviews is to look at whether the current level of 
performance is better than that of the previous year, using baseline indicators. The 
second method is to look at the Municipality’s performance by comparison with other 
similar ones, by way of a benchmarking exercise. The third method is to look at what 
people think about the performance of the municipality across the range of services, 
by way of customer surveys or other community feedback mechanisms.  
This review approach is consistent with the “best value” review framework of 
challenge, compare, consult and compete. The framework calls for the municipality to 
challenge the current level of performance, compare it to others, consult with 
customers or communities and find ways   of competing with others to provide best 
value in service delivery. 
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6.6.1   Who conducts reviews? 
     
In order to meet the objective of ensuring accountability, reviews are conducted 
according to certain lines of accountability. 
 

Supervisors Review performance of individuals or groups of employees 
directly reporting to them, depending on the type of employee 
PMS that is adopted. 

Line/Functional 
Managers 

Review performance of their respective areas regularly 
(monthly). The reviews should at least cover all the 
organisational priorities respective to these functions. 

Standing/Portfolio 
Committees 

Manage performance of functions respective to their portfolios. 
They should at least review performance of organisational 
priorities that lie within their portfolio monthly, while maintaining 
a strategic role. 

Executive 
management 

(Municipal Manager 
and his/her 

Management Team 

Review performance of the municipality monthly, prior to and 
more often than the Mayoral Committee: 
·  Review performance more often, in order to intervene 

promptly on operational matters where poor performance or 
the risk thereof occurs. 

·  Review performance before reporting to politicians so that 
they can prepare, control the quality of performance reports 
submitted and ensure that adequate response strategies are 
proposed in cases of poor performance. 

·  Review performance prior to being conducted by standing, 
portfolio or committees.  

 
Mayoral Committee 

 
Review performance of the administration, and should remain 
strategic. It is proposed that reviews take place on a quarterly 
basis with the regular final quarterly review taking the form of an 
annual review. The content of the review should be confined to 
agreed and confirmed priority areas and objectives only. The 
Municipal Manager should remain accountable for reporting on 
performance at this level.   

Council Review performance of the Municipal Council, its committees 
and the administration on an annual basis, in the form of a 
tabled annual report at the end of the financial year.  

Public Review performance of the Municipality and public 
representatives (Councillors) in the period between elections. It 
is required by legislation that the public is involved in reviewing 
municipal performance at least annually. 

 
6.7 Improving Performance 

 
While good and excellent performance must also be constantly improved to meet the 
needs of the citizens and improve their quality of life, it is poor performance in 
particular that needs to be improved as a priority. In order to do this, it is important that 
the casual and contributing reasons for poor performance are analyzed. 
Poor performance may arise out of one or more of the following: 

�  Poor systems and processes 
�  Inappropriate structures 
�  Lack of skills and capacity 
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�  Inappropriate organisational culture 
�  Absence of appropriate strategy 

 
To improve performance, the appropriate response strategy should be chosen: 

�  Restructuring is a possible solution for an inappropriate structure 
�  Process and system improvement will remedy poor systems and processes 
�  Training, and sourcing additional capacity, can be useful where skills and 

capacity are lacking 
�  Change management and education programmes can address organisational 

culture issues 
�  The revision of strategy by key decision-makers can address shortcomings in 

this regard 
�  Considerations of alternative service delivery strategies should be explored 

 
Performance analysis is a requirement in order to identify poor performance. The 
Municipal Manager will implement the appropriate response strategy to improve 
performance. 
 
 

6.8      Reporting on Performance 
 
Reporting requires that the Municipality takes the priorities of the organisation, the 
performance objectives, indicators, targets, measurements and analyses, and present 
this information in a simple and accessible format, relevant and useful to the specific 
target group, for review.  
It is important that the reporting process follows the following lines of accountability: 
 

 
PERFORMANCE REPORTING 

 

 
LINES OF ACCOUNTABILTY 

 
 
Municipality                                ��  Citizens & Communications 
 
Mayoral Committee                    ��  Council 
 
Administration                            ��  Executive Mayor 
 
Line/Functional Managers         ��  Executive Management 
      (Municipal Manager and his/her 
      Management Team), 
      Portfolio & Standing Committees 
 
Employees                                  ��  Organisation  
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6.9       Tracking and Managing the Reporting Proce ss 
 

To ensure that the reporting process runs smoothly and effectively, it will be necessary 
to centrally coordinate, timetable, track and monitor reporting processes and analyse 
performance reports at an organisational level. Generally, the institution that gathers 
the information should be the institution that publishes the information. A suggestion 
for promoting transparency and accountability is that the key institution responsible for 
line functions should produce a “Statistical Annual” that provides detailed information 
on the functioning of the sector. For example, each Directorate could produce a 
compendium of statistics relating to their area of responsibility. 
 

6.10 Publications of Performance Reports 
 

Two types of performance reports will be compiled: 
�  A technical performance report 
�  A popular performance report 

 
The annual report is required by legislation to be made available to the public. It is 
advisable that the public be more frequently informed of the municipality’s 
performance through means of accessible media. The following table sets out the 
range of documents that the Municipality might consider publishing to facilitate 
oversight: 
 

Local sphere of government Area of Review 
 
Municipal Councils 

�  Annual overview of Municipalities performance 
�  Detailed evaluations of specific policy initiatives or 

sectors 
 
 

6.11 Public Feedback Mechanisms 
 
A wide range of information collected by the municipality can help decision-making in 
the private sector, civil society and the general public if placed in the public domain. 
The challenge is to explore what performance information could be made more 
accessible to the public. Public feedback on reported performance may be obtained, if 
the public is made aware of dedicated mechanisms for submitting feedback, such as 
toll-free lines, addresses, feedback boxes, the municipality’s contact details, contact 
persons, etc. The internet has become the principle medium for publishing 
performance information in the public sector. The municipality should maintain a 
website on which it publishes: 

�  All previous and current accountability reports – strategic plans, operational 
plans, budgets, quarterly performance reports, mid-term reports and annual 
reports, 

�  Detailed performance information it holds that may be useful for decision-
making in the private sector, 

�  Data sets of performance information for research purposes 
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6.12 Public Hearings 
 

Public hearings can be held to: 
�  Report to communities on municipal performance; 
�  Engage communities in a review of past performance; 
�  Identify future priorities 

It is important to acknowledge that public hearings can be held as often as the 
municipality can afford, within resources and capacity restrains. 
 
 

6.13 Performance Audit Mechanisms 
 

6.13.1  Introduction 
 
In order for PMS to enjoy credibility and legitimacy from the public and other 
stakeholders, performance reports will be audited. Audits should ensure that reported 
performance information is accurate, valid and reliable. 
 
6.13.2            Legal Requirements 
 
The requirement according to the Municipal Systems Act (2000) is that the annual 
performance report must be audited internally, before being tabled and made public. 
The Auditor-General will also audit the annual performance report, after it has been 
reviewed by the Council. The Auditor-General will submit the performance report to 
the MEC for Local Government in the province. The MEC is required to complete a 
consolidated annual report of the performances of all municipalities in the province, 
identifying poor performing municipalities and proposing remedial action. The MEC 
must then submit it to the National Minister, who then will present a consolidated 
report of all nine provinces to parliament. 
 
6.13.2.1  Internal Audits 
 
Bi-annual performance reports tabled to the Mayoral Committee must undergo some 
form of internal audit. A variety of social, economic and service delivery indicators 
should be audited. Often, over and above verification of information, audits require 
more in-depth expert analysis of why poor performance is occurring.  
It is important to involve stakeholders such as citizens, community organizations, 
NGOs, employees and trade unions in the audit process. This will increase the 
credibility and legitimacy of the performance reports and the audit process. As part of 
the internal auditing processes, the George Municipality will develop and implement 
mechanisms, systems and processes for auditing. Any auditing will include 
assessment of the following: 
 

�  The functionality of the George Municipality’s PMS; 
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�  Whether the George Municipality’s PMS complies with the Municipal Systems 
Act (2000); 

�  The extend to which the performance measurements are reliable in measuring 
performance of the George Municipality on the set indicators; 

 
In order to obtain assurance that the performance management system’s objectives 
have been achieved, an evidence review of achievements attained will be undertaken 
by Internal Audit. 
All evidence documentation should be readily available until the final performance 
audit review for that year has been completed by Internal Audit and the Office of the 
Auditor-General. 
Storage and retention periods for all evidence documentation must comply with 
Council’s policy and processes related to the storage of documents. 
 
Internal Auditors 
 
The George Municipality’s internal auditors must: 
 

�  On a continuous basis audit the performance measurements of the George 
Municipality; 

�  Submit quarterly reports on their audits to the Municipal Manager and 
Performance Audit Committee (PAC); 

 
Performance Audit Committee (PAC) 

 
The George Municipality must on an annual basis appoint and budget for a PAC, 
consisting of three to five members, the majority of whom may not be involved in the 
municipality as a councillor or an employee. The PAC must include at least one 
person who is knowledgeable in performance management.  
The Council of George Municipality must designate a member of the PAC - who is not 
a councillor or an employee of the municipality - as chairperson of the committee. 
Should this person be absent from a specific meeting of the committee, the members 
present must elect a chairperson to act for that meeting. In the event of a vacancy 
occurring amongst the members of the PAC, the George Municipality MUST fills that 
vacancy until the vacancy is filled. Also the George Municipality will provide secretariat 
services for its PAC. 
A member of the PAC who is not a councillor or an employee of the municipality may 
be remunerated taking into account the tariffs determined by the South African 
Institute of Chartered   Accountants in consultation with the Auditor-General. 
 
The PAC must at least meet twice during the financial year of the municipality, 
although a special meeting may be called by any of its members. The PAC may 
determine its own procedures after consultation with the Executive Mayor or the 
Executive Committee of the municipality. 
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The PAC must : 

�  Review the reports submitted to it; 
�  Review the Municipality’s PMS and make recommendations in this regard to 

the Municipal Council; and 
�  At least twice during the financial year submit an audit report to the Municipal 

Council; 
�  Must focus on the economy, efficiency, effectiveness and impact in so far as 

the KPI’s and performance targets set by the municipality are concerned.  
 

The PAC may: 
�  Communicate directly with the Council, Municipal Manager or the Internal and 

External Auditors; 
�  Access any municipal records containing information that is needed to perform 

its duties  or exercise its power; 
�  Request any relevant person to attend any of its meetings, and , if necessary, 

to provide information requested by the committee; 
�  Investigate any matter it deems necessary for the performance of its duties and 

the exercising of its powers. 
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.  LINK BETWEEN ORGANISATION AND EMPLOYEE           
 PERFORMANCES 
 

 
The performance of a municipality is integrally linked to that of its staff. If employees do not 
perform, a municipality will not perform. It is therefore important to manage both at the same 
time. The relationship between organisation performance and employee performance starts 
from planning, implementation, monitoring and review. 
 
7.1     Planning 
 
The PMS yields a set of indicators and targets. These become an undertaking of the 
municipality to the community. The indicators and targets should be incorporated into the 
Municipal Manager’s performance agreement, as he/she is responsible for the 
implementation of the PMS. The Municipal Manager may take relevant indicators to 
departments concerned. These indicators would then become the indicators and targets of 
the Head of the Department, and would be incorporated in his/her performance agreement. 
The Head may cascade these indicators and targets to lower levels in line with the scope of 
responsibilities at that level.   
 
7.2    Implementation and Monitoring 
 
When projects and programmes are implemented, the Municipal Manager needs to set up a 
framework to track performance of all managers, who would in turn do the same for lower 
level staff. 
 
The framework, in terms of employee performance management, should clarify the following: 

�  Targets for all levels in the municipality; 
�  Methods for tracking performance; 
�  Intervals for reporting; 
�  Lines of accountability; 
�  Institutional arrangements 
 

7.3  Review 
 
The Municipal Manager must, within the parameters of an employee PMS, set up a 
framework for performance reviews of staff. 
 
The framework, in terms of employee performance management, should clarify the following: 

�  Areas of performance to be reviewed flowing from the IDP; 
�  Review methods to be used; 
�  Review intervals; 
�  Linkages with broader strategic review of the municipality 

 
 
 

7    
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7.3.1 Phases of Individual Performance Review Proce sses 
 

1. THE PLANNING PHASE  
 

In this phase (July of each year), the Executive 
Mayor and then the Municipal Manager and 
his/her direct reports, plan what work the 
Municipal Manager and each Manager will be 
required to do during the financial year. This 
requires completing a performance plan which 
will detail what the Manager’s objectives are, 
what the deadline dates and weightings are, 
and what the performance indicators or 
evidence is that will be used to “prove” that the 
objectives have been achieved.  
 

2. THE COACHING PHASE 
 

Coaching must happen ALL the time so 
that the employee always knows how well 
he/she is doing. Coaching can be 
formal/informal and it allows the employee 
to discuss with his/her manager progress 
against the performance plan and to decide 
if anything needs to be changed before the 
formal review in June.  

4. THE REWARDING PHASE 
 

A separate meeting should be held between the 
manager and the employee to show the link 
between the employee’s final score and reward. 
This will be determined by the remuneration 
policy of the municipality. The reward meeting 
must be held after the performance reviews for 
the Municipal Manager and his/her direct 
reports have been held and after the 
appropriate political authority have finalized and 
agreed to the performance related pay for that 
particular financial year. 
 

3. THE REVIEWING PHASE 
 

This is a formal meeting held in June of 
each year between the Manager and the 
employee to rate the employee using the 
performance plan that was set at the 
beginning of the financial year. 

  
7.4       Employees covered by the Municipal PMS 
 
7.4.1 Introduction 
 
Two broad approaches are used to manage and reward the performance of municipal 
employees. The reason for this relates to the following considerations: 
 

�  The Municipal Systems Act 32 of 2000 requires that the Municipal Manager sign a 
fixed term contract and a performance agreement and suggests that the Managers or 
Executive Directors, reporting to the Municipal Manager, do the same. 

�  Section 57 Employees (The Municipal Manager and his/her direct reports), in terms of 
the SALGA policy, can therefore have their performance linked directly to reward. 

The performance reward system applied to Section 57 Employees will therefore be different 
from the performance reward system applied to employees who are not Section 57 
Employees. 
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7.5 Guidelines for Section 57 (Individual) Performa nce Agreements 
 
This section deals with specific guidelines as set out by the South African Local Government 
Association (SALGA). 
 
7.5.1 What is Performance Agreement 
 
A performance agreement is an agreement between an employee (the Municipal Manager or 
his/her direct reports) and his/her manager (Executive Mayor, or the Municipal Manager), 
which regulates the performance required for a particular position and the consequences of 
the performance. 
 
7.5.2 Parties to a Performance Agreement 
 

�  The Executive Mayor and the Municipal Manager, or  
�  The Municipal Manager and his/her direct reports 

 
7.5.3 Link between Contract of Employment and a Per formance Agreement 
 
 

 

                       
 
The contract of employment and the performance agreement are separate documents with 
different legal characters and consequences. The employment contract for the Municipal 
Manager and the executive directors and managers reporting directly to him/her should 
require that the parties conclude performance agreements within a reasonable period of time. 
The employment contract should be directly linked to the performance agreement, so that the 
results should be measurable. In other words, it will impact directly on the employment 
relationship if performance agreement is not signed or fulfilled. The above diagram illustrates 
the circular process of the above-mentioned link. 

PERFORMANCE 
CONTRACT 

RESULTS OF 
THE 

CONTRACT 

PERFORMANCE 
AGREEMENT 
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The following definitions are applicable: 

�  Contract of Employment: An agreement in terms of which a person works for another 
in exchange for remuneration. 

�  Performance Agreement: An agreement between an employee and his/her manager, 
which regulates the performance required for a particular position and the 
consequences of the performances. 

�  Performance Plan: A schedule to a performance agreement that sets out in detail the 
performance requirements of the particular position referred to in the performance 
agreement. 

�  Performance Charter: A working discussion document, which describes the entire 
position.  

 
7.5.4 Essential Features of a Performance Agreement  
 
According to the Municipal Systems Act (2000), the essential features are: 

�  The performance agreement must be concluded within a reasonable period of time 
and thereafter within one month after the beginning of the financial year of the 
municipality. (Section 57 (2) (a).) 

�  Performance objectives and targets (Section 57 (4) (a)) which are practical, 
measurable and based on the key performance indicators set out from time to time in 
the municipality’s IDP. (Section 57(5).) 

�  Timeframes within which performance targets must be met. (Section 57(4) (a).) 
�  Standards and procedures for evaluating performance. (Section 57 (4) (b).) 
�  The consequences of substandard performance. (Section 57(4) (c).) 

 
7.5.5 Guidelines and Documents for a Performance Ag reement 
 
There are nine parts of the agreement (SALGA, 2003): 

�  Performance Agreement; 
�  A statement about the purpose of the position; 
�  A scorecard detailing key objectives and their related performance indicators, 

weightings and target dates. 
�  Information about knowledge, skills and behaviours required to perform the job; 
�  Performance review procedure; 
�  Consolidated score sheet; 
�  Link to reward; 
�  Individual learning plan; 
�  Control sheet 
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7.6 Guidelines for George Municipality’s Staff with out Performance Agreements 
 
7.6.1 Introduction 
 
The performance reward system applied to Section 57 Employees is different from the 
performance reward system applied to employees who are not. If an employee is a 
permanent employee of Council, performance is not directly linked to pay.  Currently the 
permanent employee receives an annually bargained increase determined by the South 
African Local Government Bargaining Council. (SALGBC) Normally these permanent 
employees (Bargaining Unit Employees) receive rewards for performance, but in the form of 
non-cash rewards. This will only change when national remuneration policy change. 
 
7.6.2 Non-cash Awards 
 
There are a number of advantages to non-cash rewards: 

�  The “memory value” is high; 
�  The reward is reinforced by peer admiration; 
�  They can be tailored to the municipality’s goals and individual preferences; 
�  The municipality can control the duration and impact of these types of awards; 
�  The reward can be instant and frequent. 

 
7.6.3 Types of Non-Cash Awards 
 
There are THREE types of non-cash awards within the PMS: 

�  Formal rewards linked to a personal scorecard. This reward is allocated to an 
individual and is determined by the score on the employee’s scorecard; 

�  Achievement award. These rewards measure the achievements of an individual or 
functions/department against other individuals or functions/department. It does not 
have a direct link to PMS of employees, but is an additional effective way of 
encouraging and recognizing outstanding performance. 

�  Informal rewards. These are very low cost and linked to motivational team building. 
 

PERFORMANCE LEVELS  EXAMPLES OF NON-CASH REWARDS 
 
 

Outstanding/above 
performance levels 

1. Employee is granted “free” leave days; 
2. The employee is able to attend a conference/seminar 

relevant to his/her work where the cost equals the value 
of the leave days spelled out in 1 above; 

The employee may select a work tool that will enhance 
his/her ability to perform better in his/her job, with this cost 
relating to the value of the leave days mentioned in 1 above. 

Average  No specific reward 
 

 
Below Average 

 
Compulsory Performance Counselling 
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. ACTION PLAN AND TIMEFRAMES TO BE CONSIDERED FOR  
 IMPLEMENTATION FOR ORGANISATIONAL PMS FOR THE 
 MUNICIPALITY FOR A SPECIFIC FINANCIAL YEAR 

 
ACTVITY TIMEFRAME REQUIRED IN 

TERMS OF LEGISLATION 
RESPONSIBLE STRUCTURE ESTIMATED 

TIMEFRAME 
Performance Planning Concurrent with 

development of priorities 
and objectives of IDP 

Citizens and communities 
Councillors 

Executive Committee 
Executive Management 

Employees 
Organised Labour 

May 2008 

Measuring 
(Setting KPI’s and targets) 

Concurrent with 
development of priorities 
and objectives of IDP 

Citizens and communities 
Councillors 

Executive Committee 
Executive Management 

Employees 
Organised Labour 

May 2008 

Monitoring Continuously Citizens and communities 
Councillors 

Executive Committee 
Executive Management 

Employees 
Organised Labour 

01.07.2008 
to 
31.06.2009 

Reviewing Monthly/ 
Quarterly 

Council 
Municipal Manager 

PMS Core Project Team 
PMS Project Team 

01.07.2008  
to 
31.06.2009 

Reporting Quarterly and annually 
·  July – Sept 
·  Oct - Dec 
·  Jan – March 
·  April - June 

Council 
Municipal Manager 
Performance Audit 

Committee 
Internal Auditors 

PMS Core Project Team 
Finance and SEO’s 

October 
January 
April 
July 

Municipality prepares Annual 
Report – based on previous 
year’s:  

a) Performance 
Report 

b) Financial 
Statements 

c) Audit Report on 
financial 
statements 

 

3 months after 30 June 
 
 
 
 
 
 
Up to 6 months to 
finalise financial 
statements received in 
September 
 

Municipality 
 
 
 
 
 
 

Auditor-General 

 
 
30 Sept – 
 
31 Dec 
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ACTIVITY TIMEFRAME 
REQUIRED IN TERMS 

OF LEGISLATION 

RESPONSIBLE 
STRUCTURE 

ESTIMATED 
TIMEFRAME 

Municipality arranges 
public meetings 
·     Inform community 
·  Written notice to AG 

and MEC for LG  
·  Representative for AG 

and MEC are entitled 
to speak at meetings 
and MM to respond to 
questions 

·  Copies of minutes to 
AG and MEC for LG 

 Municipal Manager  
 
 
 

31 December 

Municipality tables annual 
report 

One month after 1(c) Municipality January 

Municipal Council adopts 
annual report 

 Council January 

Municipality makes 
copies to distribute 

Within 14 days after 
adoption 

Municipality  

Submit copies to: 
·  MEC for LG 
·  AG 
·  Other institutions 

   
Mid Feb 

MEC prepares 
consolidated annual 
performance report: 

·  Identify under 
performance 

·  Proposed 
remedies 

 Dept of LG Mid-Feb to 1 March 

MEC submits report to 
Legislature 

 Dept of LG  

Legislature notes/approve 
report 

 Dept of LG 31 March 

MEC submits report to 
DPLG & NCOP 

 Dept of LG Mid-April 

MEC publishes report in 
Provincial Gazette 

 Dept of LG 30 April 

DPLG/Minister compiles 
a consolidated report on 
LG performance 

 DPLG May 2008 

Minister submits report to 
Parliament – focussed on 
general KPI’s 

 DPLG Mid-30 June 
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.     BUILDING CAPACITY AND INFRASTRUCTURE  
 

  
       Capacity of Stakeholders in George Municipal ity 

 
The success of the implementation of the PMS ultimately depends on the capacity of 
line managers, executive management, councillors, citizens and communities. Their 
different roles are crucial, therefore it is of utmost importance to constantly train and 
support the various stakeholders. 
 
Training and support for Role Players 

 
All stakeholder groups will need some level of training and support to fulfil their 
commitments in planning, monitoring, reviewing and improving performance. Training 
and support should be customised for each group. 
 
�  Employees :  Training and ongoing support will need to be provided for 
employees in order for them to fulfil their roles in improving performance. 

 
�  Managers : Training and ongoing support will be provided for 
managers in order for them to fulfil their roles in improving performance. Management 
training programmes will form the core of this training and support. 

 
 

�  Councillors :  A special training and support programme for councillors 
could be integrated into a holistic councillor-training programme. 

 
�  Public : Some form of ongoing public education campaign on their 
role in managing municipal performance would be practical and useful. A training 
programme for the leadership of civic and community organisations could be strategic. 

 
Additional Capacity 

  
Additional capacity will also be required for: 

 
�  Collating, documenting and managing a database for performance 
 management plans, reports and outcomes of reviews; 
�  Measure all central and long term indicators; 
�  Analysing all performance measures at a corporate level; 
�  Tracking and managing the performance reporting and review process; 
�  Conducting internal audits of performance; 
�  Documenting and archiving all relevant documentation; 
�  Reviewing the performance management processes, and suggesting 

improvements.  
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