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Based on the ongoing disruptions and
strategic inflection points caused by Risk
Events at both National and Local
Government Levels this issue will discuss
South Africa Municipalities Significant
Risk Scenarios in the next 5 - 10 Years 

Chief Risk
Advisor's
Note
It is widely recognised that Visionary Civil Servants, Political, and Business
Leaders alike have the ability to envision what the future should look like and
anticipate what Threats and Opportunities lie ahead that may either
prevent or enhance the achievement of their Vision and related Strategic
Objectives should these uncertain events occur and how these will impact
the future they desire.
Crafting, deploying actionable pragmatic Strategic Plans, incorporating
Current and Future Situation Analysis Insights into Strategic Planning is a skill
that can be learned. It can be easily be infused into Organisational Culture
and ignite both the Public and Private Sector to Higher Levels of
Performance.

Key Themes in this EBook are captured
by the Proverbs below

“The future can not be predicted, but
futures can be invited” An African
Proverb

“Planning is bringing the future into the
present so you can do something about
it now” An African Proverb

Chief Risk Advisor
Mabutho HLUBI

A RiskForesights.COM
Publication
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SITUATION ANALYSIS DIAMOND

PESTLE Analysis, SWOT
Analysis of South Africa
Municipalities  and
Significant Risks Scenarios
in the Next 5 - 10 Years
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HOW DO WE BRING
THE FUTURE INTO
THE PRESENT SO
WE CAN PREPARE
FOR IT TODAY?

An interview with Mabutho HLUBI By
Nonhlanhla Kunene

NONHLANHLA KUNENE

It is by embracing wisdom from our forebearers,
which if properly understood and applied, Africa
will develop Visionary Leaders who will provide
leadership for the future, are entrepreneurial,
innovation and creative in designing solutions of
the future not all for Africa but for the world.

A leadership approach driven by the future is a
skill that we can all learn and easily embed into
our way of life. All of us are leaders in our spheres
of influence in one way of the other. We need to
practice the kind of Visionary Leadership we
expect to see in those we call our leaders, be it in
politics, business, church, at home or
communities we leave in. 

It is against this background that just like many others who have done so I am
proposing a Risk Informed Strategic Planning approach at Local Government
Level with a clear understanding of a Municipality's Vision, understanding of  the
current Strengths, Weaknesses, Opportunities and Threats (SWOT Analysis), an
understanding of current Political, Economic, Social, Technological, Legal and
Natural Environment (PESTLE Analysis) as well as understanding of Significant
Risks (both Threats and Opportunities in the Horizon) to inform the Municipalities'
Decision Making,' Strategic and Operational Planning Processes.
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            wide spectrum of common     

Political, Economic, Social,

Technology, Legal and

Environmental realities exist within

South African Municipalities, and

there are many collaboration

opportunities amongst

Municipalities to enhance Service

Delivery.. A constant challenge in

developing Strategic Plans at local

Government Level is to identify

common regional characteristics

that help guide the  Strategic 

 planning process  and  ensure its 

 relevance. To that  end,  Strengths, 

 Weaknesses, Opportunities, and

Threats (SWOT) analysis, PESTLE

Analysis and Risk Analysis of the

Municipalities in South Africa was

conducted using a Desktop

Research Approach. 

Currently the developmental

mandate of local government is

effected through metropolitan

municipalities in the eight largest

urbanised and industrialised centres

in the country. They are charged

with addressing the key challenges

outlined in the White Paper on Local

Government, namely, the legacy of

urban apartheid by establishing a

basis for equitable and inclusive

metropolitan governance and

development. 

A LOCAL GOVERNMENT IN PERSPECTIVE
 

Given the fact that poverty is experienced locally,

municipalities are confronted daily with the

consequences of apartheid including the Impacts of

Extreme Weather Patterns. As a result, a large part of

the burden of addressing this falls upon local

government, as it is the provider of primary services

which are essential to the dignity of all who live in its

area of jurisdiction.

MUNICIPALITIES

A

BEYOND THE 
DARK MATTER

O

MUNICIPALITIES MANDATE

R I S K  M A N A G E M E N T

      utside the metropolitan areas, the local government mandate is pursued by two-

tier local government: 228 local municipalities grouped into 44 district municipalities,

sharing the functional competencies listed in Schedules 4B and 5B. The allocation of

responsibilities between the two tiers of local government is prescribed by the

Municipal Structures Act of 1998, which must take into account need to provide

municipal services in an equitable and sustainable manner. The Structures Act (as

adjusted by MECs) does so by allocating district municipalities’ functions with those

not listed then falling in the purview of local municipalities.
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BRINGING THE FUTURE
INTO THE PRESENT SO WE

CAN PREPARE FOR IT
TODAY

Municipalities in South Africa have been
generally faced with a myriad of Current
Service Delivery Challenges ranging from
Service Delivery Backlog inherited from
the Apartheid Government, High Levels
on Inequality and Poverty caused by
Unemployment and Racial Distribution of
the Wealth, Ageing Socio Economic
Infrastructure while at the same time
having to plan for the Citizens’ Future
need and aspirations.

In the context of addressing both current
and future challenges Parks Tau, former
SALGA President, 2018 remarks can not
be further to the challenge Infront of us;
“SALGA will continue to lobby and
advocate for the kind of change that we
want to be remembered for – the
realisation of a developmental local
government through service excellence.”

Municipalities in their Strategic Plans not
only have to deal with current realities but
have to equally anticipate what Threats
and Opportunities are in the Horizon, so
they can proactive deploy strategies today
to either mitigate the threats or exploit the
opportunities lying ahead. 

Key Common Risk Themes identified
that most Municipalities are exposed to
are;

±Safety, Health, Environment and Quality
Risks
±Political Risks
±Economic Risks
±Socio – Demographic Risks
±Technology related Risks
±Natural Environment related Risks

The Sources of these Risks and/or Risk
Drivers are mostly existing Strengths,
Weaknesses, Opportunities and Threats
that are prevailing in most Municipalities.
Please join us in looking into the future
and on how can we work together to
create the future we all desire.
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EXTRACT FROM RISK-INFORMED DEVELOPMENT _ FROM
CRISIS TO RESILIENCE _ SARAH OPITZ-STAPLETON, REBECCA

NADIN, JAN KELLETT, MARGHERITA CALDERONE, ADRIANA
QUEVEDO, KATIE PETERS AND LEIGH MAYHEW 

 

Over the past decade, the world has seen significant

progress on poverty reduction, disease control and

access to healthcare, education and services such as

sanitation and power, including in some of the

poorest

countries. The proportion of workers earning less

than $1.90 a day decreased from 26% in 2000 to 9%

in 2017 (UNDP, 2018a). The mortality rate for children

under five declined by more than half globally, and

maternal

mortality rates in sub-Saharan Africa have fallen

by more than 35% since 2000 (ibid.). Primary

education enrolment rates in sub-Saharan Africa

increased by 20 percentage points between 2000

and 2015 (UNDESA, 2015). These gains are fragile:

existing sources of risk – inequality, conflict, gender

disparity, uneven growth and environmental

degradation – persist, and crises, shocks and natural

hazards are still having widespread negative

impacts. These negative impacts are not only due to

the severity or nature of the

triggering hazard or threat event: they are also

determined by social, political, economic and

environmental conditions and trends, within

countries and globally, caused by unequal, non-

resilient and unsustainable development.

While no development can be entirely risk-free,

socioeconomic development choices and

trajectories can, and often do, increase the

vulnerability and exposure to harm of natural and

human systems when threats occur. Rather than

enhancing resilience, socioeconomic

development choices and trajectories can reduce

people’s ability to take advantage of the

opportunities arising as societies, technologies,

economies and the environment change. Most

critically, they have also given rise to

new threats such as climate change; in other words,

‘risks are generated inside development’ (UNISDR,

2015: xv).

Recognising and responding to this reality, in 2015

UN Member States adopted Transforming our world:

the 2030 Agenda for Sustainable

There are multiple definitions and concepts of development (Sumner and Tribe, 2008). In the broadest sense of the term,

development can be thought of as past and present social, economic, political, cultural and technological pathways and trends,

and how these change processes create, interact with and are shaped by environmental change. In this paper, we use the term

broadly, encompassing government policies and activities related to socioeconomic planning, land use policy and infrastructure

construction, non-governmental organisation (NGO) and community group activities and donor and international assistance

strategies and funding allocations. Development, under this rubric, may or may not be sustainable or risk-informed. Sustainable

development is defined as ‘development that meets the needs of the present without compromising the ability of future

generations to meet their own needs’ (UNGA, 1987: 43). Resilient development enables people, socioeconomic and environmental

systems to ‘cope with a hazardous event or trend or disturbance, responding or reorganizing in ways that maintain their essential

function, identity, and structure, while also maintaining the capacity for adaptation, learning, and transformation’ (IPCC, 2014a:

1,772). Development needs to include both; it cannot be sustainable if it is not resilient.
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Development and its 17 Sustainable Development

Goals (SDGs), the Sendai Framework for Disaster

Risk Reduction and the Paris Agreement within

the United Nations Framework Convention on

Climate Change (UNFCCC). The critical challenge

facing policy-makers, politicians, business leaders,

donors, NGOs and community leaders committed

to delivering on the SDGs and Agenda 2030

is that threats and subsequent risks are more

complex than ever before. Human systems are

more interconnected and interdependent, and their

interactions with the natural world are leading to

complex risks that transcend borders. Societies

have to deal with new threats that are known,

such as climate change or cybercrime, and be

prepared to deal with emerging threats – those

that are completely unknown and may manifest

with little or no warning.

World Economic Forum (WEF) and

Organisation for Economic Cooperation and

Development (OECD) reviews have identified a

number of threats as posing ‘the most strategically

significant risk [to development] as a result of (i)

probability or likelihood and of (ii) the national

significance of their disruptive consequences’

(OECD, 2014: 3). Threats deemed to pose the

most risks include global economic and financial

instability; transnational organised crime and

terrorism; severe environmental change including

climate and oceanic change and natural hazards;

cyber fragility and technological disruption;

geopolitical volatility; and growing antibiotic

resistance and pandemics (see Figure 1). These

global threats present complex risks and

opportunities, and each can multiply the risks

posed by the other.

Many sustainable development actions,

including the SDGs, are not necessarily

accounting for multiple, complex threats and

dynamic trends, and are not resilient to them. In

fact, these threats and complex risk interactions

have the potential to undermine development

gains and the achievement of the SDGs (UN,

2015: 2.30) unless development is made

risk-informed and acts upon that knowledge.

While six out of the 17 SDGs directly address

the need to ‘promote resilience and disaster

risk reduction‘ (2030 Agenda preamble para.

33), the overwhelming focus is on disaster risk

reduction in the context of natural hazards,

climate change and health threats. Other global

threats such as cyber fragility and technological

disruption, or global economic and financial

instability and illicit financial flows, are not

well addressed within the SDGs. Growing

awareness of these challenges is leading to calls

AGENDA 2030 IS DESIGNED AS A UNIFYING FRAMEWORK FOR SUSTAINABLE DEVELOPMENT ENCOMPASSING ECONOMIC, SOCIAL

AND ENVIRONMENTAL DIMENSIONS. THE SDGS ARTICULATE A GLOBAL AMBITION TO ADDRESS ‘INEQUALITIES, ECONOMIC GROWTH,

DECENT JOBS, CITIES AND HUMAN SETTLEMENTS, INDUSTRIALIZATION, OCEANS, ECOSYSTEMS, ENERGY, CLIMATE CHANGE,

SUSTAINABLE CONSUMPTION AND PRODUCTION, PEACE AND JUSTICE’ (UNGA, 2015).
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by governments, the international development

community and donors for an approach to

development that takes account of multiple

threats and complex risks: that is, in other

words, risk-informed (Issar, 2018).

We believe risk-informed development (RID)

should be seen as a risk-based decision process

that enables development to become more

sustainable and resilient to this evolving and

complex threat and risk landscape. An RID

process uses risk-based decision frameworks

to help guide assessments of complex threats

and risks, opportunities, uncertainties and

options when making a development decision.

Most critically, it pushes development decision-

makers to understand and acknowledge that

all development choices involve trade-offs – the

creation of uncertain risks and opportunities.

RID allows the systematic assessment and

management of multiple threats to development

objectives, and the trade-offs that will arise

from choosing particular actions, using

transparent decision criteria (even if simple).

It presents a clear framework articulating who

has responsibility to act upon what, with what

resources, by when, and how those actions are

to be monitored. RID requires development

decision-makers to act on that knowledge in

order to deliver development action that can

have multiple benefits and synergies in an

informed and responsible manner.

By integrating risk-based decision-making

in development planning and action through

a framework of continuous learning and

improvement, RID allows for sustainable

development to become a vehicle to reduce risk,

avoid creating risks and build resilience. Risk-

based development decision-making embodies

three core inter-related aims, as set out in Figure 2.

Risk-based decision management

methodologies and frameworks are available

from a number of disciplines and fields,

including financial risk management, disaster

risk reduction and climate change adaptation,

conflict and peace-building. New methodologies

and frameworks are not necessarily needed;

instead, the development community needs

to begin applying, modifying and practicing

approaches that already exist. For example,

global frameworks such as the Sendai Framework

for Disaster Risk Reduction 2015–2030 call for

risks related to human and natural threats to

be ‘factored into planning and development at

all levels across all sectors as well as in disaster

preparedness, recovery and reconstruction … in

order to prevent new and reduce existing risk’

(UNISDR, 2016: 1). The Paris Agreement under

the UNFCCC process augments the Sendai

Framework. Its focus is specifically on climate

change risk reduction through the integration

of mitigation and adaptation activities into

development planning, and considering the

particular impacts these activities can have on

poverty eradication, food security and sustainable

development. While greater sharing of knowledge

and experience between communities is needed,
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these existing approaches can be built upon

when devising development objectives, policies,

programmes and actions for risk-informed,

resilient and sustainable development.

Our rapidly changing world requires decision-

making under increasing uncertainty. As a

result, this report aims to articulate why being

risk-informed is essential for national policy-

and decision-makers responsible for crafting

development objectives and delivering global

frameworks, including Agenda 2030, the Paris

Agreement, the Addis Ababa Action Agenda, the

Sendai Framework, the Grand Bargain and the

New Urban Agenda (Habitat III).

Of particular relevance to international aid

agencies, humanitarian organisations and NGOs,

this report highlights the immediate need to assist

developing countries to consider risks associated

with multiple and diverse threats that are

occurring simultaneously, such as cyber fragility,

conflict, severe environmental degradation

and financial instability, when formulating

and implementing national and sub-national

development strategies. This rapidly changing

context also highlights the need to acknowledge,

assess and address the social, environmental,

economic and political trade-offs inherent in

development decisions and plans, and when

designing development programming to ensure

that development gains are protected as much as

possible from complex risks, and avoid creating

new ones.
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The State of South Africa Municipalities

By Benjamin Shah
Photographs by Reese Miller

It started when the first wheels
appeared

Garage doors are no longer merely a place to keep your car safely. They have their own
long stories full of innovations and adaptations hitherto.

Nowadays, a garage plays a multi-functional
role in many households. It is not only a
place to park any of your vehicles but also a
complementary part that completes a home
living. For most homeowners, a garage door
may function as the front door of your house.

When we talk about the beginning of
garage doors, we can date back to
thousands of years, about 3500 BC or
even earlier when the first wheels were
created. Ever since wheels were used as
means of transportation, people began to
look for places for keeping their vehicles.

The portrayal of those carriage houses wasn't
much more than the common barns, covered
by dirt floors, simple wooden walls, and
gates that functioned as doors. These doors
simply hung from hinges and swung
outward-bound. To prevent drooping, people
designed them in Z and X shapes.

During those times, people made city and
town gatehouses as the early vehicle
storage spaces. Later, in the 18th and 19th
centuries, carriage houses also started to
serve as storage. In many colonial
American places, a carriage house was
usually separated from the house,
therefore the homeowners had to walk
under several conditions to get to their
carriages.

As time can tell, home and business owners
have witnessed the twists and turns in the
long history of garage doors. Not to mention
numerous lines of innovations and
modifications, as well as adaptations.

Let’s take a journey to look at those historical
timelines.

An Analogy of Garage Doors and the Story Behind
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MUNICIPALITIES EXPAND SERVICE DELIVERY, BUT PROVIDE
LESS FOR FREE

According to Stats SA, local government has made

great strides in providing services. For example,

municipalities supplied water to just over 9 million

consumer units1 in 2006, expanding to 13,8 million in

2019. This represents an average annual growth rate

of 3,2%, outstripping the national population growth

rate of 1,5% measured over the same period.

 What hasn’t gone up is the number of consumer

units receiving services for free. There has been a

reduction in the coverage of free basic services

across the board. In terms of water, for example, 6,9

million consumer units benefited from free water in

2006, falling to just over 3 million in 2019. In 2006,

76% of consumer units received free water, falling to

22% in 2019 (click on the chart to enlarge).

Bucket toilets are on the decline, but some

municipalities continue to struggle. The number of

consumer units using a municipal-supplied bucket

toilet decreased slightly from 42 622 in 2018 to 42

434 in 2019. This follows a general trend of declining

numbers since 2013 when 100 610 consumer units

used a bucket toilet system.2

One might immediately wonder why municipalities

supply bucket toilets at all. Municipalities often

provide bucket toilets as a temporary measure while

they develop improved sanitation facilities.

Sometimes, however, difficulties delay the process,

making it hard to replace bucket toilets once the

system has been introduced.

North West and Free State recorded an increase in

the use of bucket toilets in 2019 compared with

2018. Ditsobotla municipality in North West and

Nketoana municipality in Free State recorded the

largest percentage increases.

Municipalities in Western Cape, Northern Cape,

Eastern Cape, and Mpumalanga recorded a decline

in bucket toilet use. Gauteng, KwaZulu-Natal and

Limpopo reported zero provision of bucket toilets in

2019. One municipality, Mantsopa in Free State,

managed to eradicate all the bucket toilets that it

had provided to households.
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“ A  C O U N T R Y  T H A T

S P E A K S  A G A I N S T

I T ’ S  H E R I T A G E  I S  A

D E A D  C O U N T R Y ”

Service Delivery

It is generally accepted that the biggest

challenges facing South African

municipalities lie in the area of service

delivery, and that there is very little capacity

for social development programmes.

Despite South Africa’s middle-income

status, half its citizens lack adequate

nutrition, water, energy, shelter, health-care

and education. The challenges confronting

municipalities, including segregation,

institutional weaknesses, service delivery

backlogs and a lack of finance, need to be

overcome (Lee 2012). Furthermore,

municipalities should do more to encourage

a culture of community participation as well

as more transparent and accountable

governance. 

In seeking solutions, it is important to

acknowledge that the283 municipalities

across the country are confronted by

different social and economic challenges

and also have different capacity to respond

to these challenges (Lee 2012). Thus, each

municipality should focus on developing

capacity to respond to the needs of the

communities in their areas of jurisdiction.

Local municipalities could play an

important role in ensuring that democracy

works for the poor at grassroots level (Beyers

2016)

By Isanusi Credo Mutwa
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FINANCIAL MANAGEMENT IN MUNICIPALITIES

Financial Management within South African

Municipalities have been generally poor. In his latest

local government general report the AG paints an

undesirable picture of billions of rand in funds

allocated to municipalities being managed “in ways

that are contrary to the prescripts and recognised

accounting disciplines”. He strongly cautions that

these administrative and governance lapses “make

for very weak accountability and the consequent

exposure to abuse of the public purse”

For the period under review, the AGSA audited 257

municipalities and 21 municipal entities. The AG’s

report includes the audit outcomes of 229

municipalities, as the audits of 28 municipalities had

not yet been completed by the 31 January 2020 cut-

off date. 

Overall audit outcome regression There was again a

regression in the audit outcomes under the current

local government administration, now in its third

year. Over the three-year period, the audit outcomes

of 76 municipalities regressed with those of only 31

improving. The following serious weaknesses in the

financial management of local government had not

been addressed over the past three years: Poor

quality of submitted financial statements and

performance reports Makwetu explainsthat credible

financialstatements and performancereports are

crucial to enable accountability and transparency in

government. He reveals that most municipalities

continued to fail in these areas. 

 

He states that, “Not only did the unqualified opinions

on the financial statements decrease from 47% to

only 43%, but the quality of the financial statements

provided to us for auditing showed no improvement

from the previous year. Only 18% of the

municipalities could give us financial statements

without material misstatements.” The AG adds that

the performance reports of 67% of the

municipalities that produced such reports had

material flaws and were not credible enough for the

council or the public to use.

Prevalent use of consultants yields minimal

intended results Municipalities spent R1,26 billion on

consultants for financial reporting services, of which

only 7% was as a result of vacancies in municipal

finance units. This amount includes R522 million for

consultant costs at municipalities with outstanding

audits where financial statements were received.

Only 14% of the municipalities using consultants

showed an improvement in their audit outcomes,

while 22% regressed.
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FINANCIAL HEALTH OF MUNICIPALITIES CONCERNING AND
REQUIRES URGENT INTERVENTION 

The financial statements show increasing indicators of

a collapse in local government finances – the AGSA

assessed 79% of the municipalities as having a financial

health status that was either concerning or requiring

urgent intervention. Just under a third of the

municipalities were in a particularly vulnerable

financial position. “The inability to collect debt from

municipal consumers was widespread. In these

circumstances, it is inevitable that municipalities will

struggle to balance the books. 

Overall, 34% of the municipalities disclosed a deficit (in

other words, their expenditure exceeded their income)

– the total deficit of these municipalities amounted to

R6,29 billion. “The financial woes of local government

also weighed heavily on municipal creditors. The

average creditor-payment period was 180 days. At year-

end, R53,52 billion was owed to municipal creditors but

the cash available amounted to only R43,20 billion. 

The money owed to Eskom by year-end was in arrears

of R11,31 billion, of which R9,02 billion had already been

outstanding for more than 120 days. The water boards

also struggled to collect money owed by municipalities

– their accounts were R6,24 billion in arrears, of which

R5,38 billion was for more than 120 days,” notes the AG.

He states that, “Not only did the unqualified opinions

on the financial statements decrease from 47% to only

43%, but the quality of the financial statements

provided to us for auditing showed no improvement

from the previous year. Only 18% of the municipalities

could give us financial statements without material

misstatements.” 

The AG adds that the performance reports of 67% of

the municipalities that produced such reports had

material flaws and were not credible enough for the

council or the public to use.

Prevalent use of consultants yields minimal

intended results Municipalities spent R1,26 billion on

consultants for financial reporting services, of which

only 7% was as a result of vacancies in municipal

finance units. This amount includes R522 million for

consultant costs at municipalities with outstanding

audits where financial statements were received.

Only 14% of the municipalities using consultants

showed an improvement in their audit outcomes,

while 22% regressed.

 

He says that while the poor economic climate does

play a role in the deterioration of municipalities’

financial health, many are just not managing their

finances as well as they should. Rise in fruitless and

wasteful expenditure Makwetu says government

cannot afford to lose money because of poor

decision- making, neglect or inefficiencies. However,

the audit office continued to see a rise in fruitless

and wasteful expenditure, with 200 municipalities

losing R2,07 billion in the current year. Over the

three-year period, R4,27 billion of government

expenditure was fruitless and wasteful. 
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A Compliance
Crisis Within
Municipalities

High level of non-compliance with key
governance laws In total, 91% of the
municipalities did not comply with
legislation. The outcome is similar to the
previous year and slightly higher than the
85% in 2016-17. The lapse in oversight and
lack of controls relating to compliance were
evident in a number of areas, including
supply chain management. Regression in
compliance with supply chain management
legislation . The compliance with supply
chain management legislation regressed
since 2016-17. The AG remains concerned
that only 2% of the municipalities are fully
complying. “This is in spite of all the
reporting we have done in this area, the
red flags we have raised, and the many
recommendations wehave made. 

Uncompetitive andunfair procurement
processes and inadequate contract
management were common,” explained
Makwetu. Increase in irregular expenditure
Irregular expenditure increased to R32,06
billion from the R25,2 billion reported last
year. It includes the irregular expenditure
(R10,60 billion) of those municipalities of
which the audits were completed after the
cut-off date for this report (31 January) as
well as the unaudited amounts disclosed in
the financial statements of the
municipalities whose audits were still
outstanding. 

The AG cautions that the amount could be
even higher, as 55% of the municipalities
were qualified because the amount they
disclosed was incomplete and/or they
disclosed that they had incurred irregular
expenditure but that the full amount was
not known.
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How To
Leverage Your
Risk
Management
Capabilities To
Drive
Innovation,
Creativity and
Business
Value…

Humankind is generally in agreement that the World in the next 20 Years will
change more than it has changed in the last 400 Years. The Question is
What Will Drive this change? My Observation it is Effective Strategic
Management of Risks (i.e. Timely Identification and Optimisation or
Exploitation of Risks). We can draw valuable lessons from Michael Bell, the
Founder, Chairman and CEO of Dell Technologies, one of the World’s Largest
Technology Infrastructure companies when he said “The Only Constant in
Our Business is that Everything is Changing. We have to Take Advantage of
Change and Not Let it Take Advantage of Us. We Have to Be Ahead of The
Game”

As early as 2000s after the Collapse of Enron,
Organisations such as COSO, FERMA etc created Risk
Management Standards and were all generally in
agreement that Risks are typically anticipated
Strategic Threats and Opportunities that may
materialise in the future and have either a positive or
negative impact on the achievement of our Vision
and/or Objectives. In 2005/06 I made the observation
that Individuals and Organisations that seek to
embrace change by identifying risks that will impact
the achievement of their objectives and develop
strategies to optimise and/or exploit risks (both threats
and opportunities) identified are more like to take
advantage of change than those that don’t.

Chief Risk Advisor
by Mabutho HLUBI
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Avoid
Strategic
Inflection
Point
Those that don’t develop Strategic Risk
Management Capabilities to drive Innovation
and Creativity  more often find themselves in
a Strategic Inflection Point Position. “A
Strategic Inflection Point is a time period
where when an Organisation must respond
to Disruptive Change in the Business
Environment Effectively or they face
Disruption, that they never anticipated or
they wilfully ignored” Strategic Risk
Management helps Organisations See Big
Changes Ahead of Time. How Businesses Can
See Big Changes Coming Ahead of Time |
Fortune.COM

To prevent a Strategic Inflection Point, Risk
Management should be seen as Strategic, an
Integral Variable of Decision Making, Strategic
Thinking and Strategic Planning that Brings
The Future Into The Present So We can
Prepare For It Today. Strategic Risk
Management improves Decision Making and
embraces uncertainty, uncertainty brings
about change and progress to Humanity and
it keeps us on our toes, it brings our
innovativeness and creativity into the fore.

Typically Human Beings innovate and create
knew ways of doing things because they want
to solve current problems that are bugging
them or are reacting to opportunities that
have already materialised. On the other hand
there are Strategic Thinkers who anticipate
the future, innovate and create solutions to
take advantage of the anticipated future.

While in history there are many examples of leaders who lacked
Strategic Foresights, there are also Leaders whose Decisions and
Actions were driven by the tremendous amount of Strategic Foresights
they had to innovate and create inventions that many never imagined
with ever happen.
In 1895, Lord Kelvin – Chairman of the British Academy of Science
Declared “Heavier that air Flying Machines are Impossible” Clearly his
thinking was influenced by the present and did not cast his eyes to the
future to see endless possibilities and opportunities to solve current
and tomorrow’s challenges.

In this context Risk Informed Decision Making changes Present Forwad
Thinking Habits to Future Backward Thinking. Risk Foresights and Risk
Informed Decision Making is that Aspect of Decision Making and
Strategic Planning that Brings The Future Into The Present So we Can
Prepare For it Today. It is worth noting Years later after Lord Kelvin’s
unfortunate comments, Wright Brothers proved that humans could
build a machine “capabable of fulfilling one of humankind’s oldest
dreams of flying” It is said after the Invention of the Flying Machine,
Thought Leaders of the time were certain humans “would never be
able to fly faster than the speed of sound. it was a physical
impossibility they thought. The plane would explode if we were stupid
enough to try” Risk Management as a Value Driver teaches us to be
sceptical of other people’s “Truths” and that we should embrace
change.
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07.

The history of Humankind is fraught with “Truths” that have never
been tested that are later proven not to be truths after all. One case
in point is where it is said “Consultants hired by Hewlett-Packard
reckoned that there was a market for a maximum of 5 000
calculators. HP ignored the consultants and sold 750 000 calculators
in 5 years”

With Strategic Risk Foresights knowledge the HP Consultants could
not have been constrained by their present reference point, but
could have foreseen future possibilities (both threats and
opportunities). HP being one of the companies whose Decisions were
and are always informed by Strategic Risk Foresights ignored the
Consultants and seized the Opportunity they anticipated to the
delight of its Stakeholders.

There is a saying which goes like, when making Strategic Decisions
“Forget What you Know and Keep Looking as Most Things in life have
not been Done Yet” Most Innovations and Creations most of times do
not have a past and present point of reference, and most innovators
and creators use their hunch to anticipate future posibilities and then
get things done.

06.

"Risks Are in The Future and
Not In the Present"

False
Truths
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He further observed that in 1931, Lincoln Steffens wrote:
“Nothing is done. Everything in the world remains to be done
or done over. The greatest painting has yet to be painted,
the most moving play yet to be written, the most beautiful
poem yet to be recited. Nowhere in the does exists the
perfect railway, or a good government or a sensible law…..
And if the arrogant naive youths at our university could
understand this, then maybe they would not all become
specialists in football, drinking sprees and undeserved
grades/university degrees. They should not be taught what is
already known; they should not be encouraged to learn
things that are already known – they are worthless”

What a profound observation made in 1931, by Lincolin
Steffens underlining the need to draw lessons from the
future and the importance of anticipating Risks (bringing the
future into the present) and optimising or exploiting these
risks (doing something today to prepare for the future).
Effective Risk Management Practices bring clarity on what
the future may look like, what opportunies lie ahead and
what solutions should be innovated and created today to
shape the future we all desire.

Fredrik Haren In The Idea Book, wrote
“We Imagine we know more or less how
our branch works, how it will develop and
which products and services will be
developed in the near future. The truth
is, however, that we do not know
anything”

"Risk Leaders Are Strategic
Thinkers, Innovators and

Creators"
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It is said Charles Babbage was an inventor and innovator
who lived in England in the 1800s. He complained about the
English person’s unwillingness to change. “Propose to an
English Person an principle, or any instrument, however
admirable, you will observe that the whole effort of the
English mind is directed to find a difficulty, a defect or an
impossibility in it. If you speak to him of a machine for
peeling a potato, he will pronounce it impossible, if you peel
a potato with it before his eyes, he will declare it useless,
because it will not slice a pineapple”

“Can It Peel Pineapples too?” Risk Management is a capability
that supports a culture of open climate for ideas and it is an
integral part of decision making and strategic thinking that
focuses on bringing to the fore new innovative ideas to
anticipate and prepare for the future. It helps individuals and
Organisations to embrace new ideas, drive change. innovate
and create for the future.

It has been observed that, “some people
seem to be programmed to find fault
with new ideas, to guard the Status Quo.
There is nothing wrong with this as critics
and sceptics are also needed. But when
there is too many such people,
development risks coming to a stop”

"Risk Informed Innovation
and Creativity"
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If You want to improve your success rate of your Innovations and
Creativeness consider and Build the Value of Your Organisation, up –
skill and cross – skil yourself in the art and science of optimising and
exploiting risks as it will point you to the right direction where your
innovations will be more impactfull nd create Organisation Value. Risk
Management should be positioned and acknowledged by all levels of
the Organisations as a Driver of Business Value and not a Short Term
Business Performance Driver, as Risks are in the Future and not in
The Present. Learn from the greatest Risk Leaders of our time such as
Elon Musk Tesla Finally Made a Profit | 2021 and Jezz Bezos Amazon’s
Breakeven Strategy For Kindle | 2012 on how they forego short term
profits and focused on innovation and creativity to build long term
Business Value. Today their companies are the the Top Ten Global
Valuable Companies.

One thing common amongst Great Risk Leaders (i.e. Entreprenuers,
Innovators, Creators and Strategists), is that they are Masters of
understanding their Environment both the present and the
anticipated future Environment, which informs what Strategic
Opportunities they will Exploit and what Innovations they will drive to
take advantage of the Opportunity Aspects of Risks. Organisations
should make it a habit and a way of thinking to understand Global
Risk Foresights, Regional Risk Foresights, Country Risk Foresights to
Inform Decision Making (e.g. Business Envisioning, Setting Focus
Areas, Setting Strategic Objectives, Deciding where should Innovation
Initiatives Focus on, Which Strategic Projects and Initiatives to
Prioritise, Capital and Resource Allocation Decisions).

Effective Risk Management just like Strategy,
is Strategic, is Contextual and can not be
defined or led by Consultants or Individuals
with a Title Risk Manager; Risk Officer or
Chief Risk Officer or a Risk Committee, but is
created and implemented by an
Organisation’s Leadership and their Teams
as an integral part of an Organisation’s
Strategic and Operational Management
Processes with the Chief Risk Officer being
non other that the Chief Executive Officer or
The President of The Company.

A word of advise, there is very little you may possible learn from Self-Praising Risk Management Consultants about
Strategic Risk Management Practices but there is a lot you can learn from Innovators and Creators with a proven
Track Record who have successfully anticipated the future and effectively exploited the Opportunity Aspects of
Risks. Bear in mind that every Human Being is a Risk Manager or Leader, you are the only one who possible
understand where you are going than a Risk Consultant and you are the only one who understands your context
and unique circumstance that the next person.
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INTEGRATING RISK INSIGHTS
INTO STRATEGIC PLANNING
AND DECISION MAKING

The Course is intended to transform the participants to have the ability to
make Risk Informed Decisions and Integrate Risk Management into Strategic
and Operational Planning Processes. It encompasses Integrated Risk
Management Processes and Methodologies, practical examples of how to
Integrate Risk Management into Decision Making, Strategic Planning,
Governance and an Organisation’s Culture
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THE
PESTLE
ANALYSIS

ESTLE Analysis _ It focuses on analysing the present / current External MACRO
factors that are largely external to the Municipality but have an influence on the
Municipality’s ability to achieve it’s Objectives and Vision. It is vital to any
Strategic Planning Process and help with examining and responding to any
external factors that could affect the Municipality A PESTLE analysis gives a
municipality insight into the external factors that could pact or influence a
municipality as follows:

The results of a PESTLE analysis are useful in determining the opportunities and
threats of a municipality as outlined in a SWOT analysis. Both the Results of the
PESTLE and SWOT Analysis are used by Municipalities to anticipate Risks (both
Threats and Opportunities) lying ahead as in many cases current Strengths,
Weaknesses, Opportunities and Threats are a sources / root cause of Risk
Events that may materialise in the future.

The results of a PESTLE Analysis, SWOT Analysis and Risk Assessment are used
to inform and craft Municipal Strategic Plans.Collectively they assist
municipalities with the prioritisation of plans and resource allocation.
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THE
SWOT
ANALYSIS

WOT Analysis is a useful tool to organise information gathered in the
profile/diagnostic period, so that Municipalities and wider stakeholder groups
can discuss, prioritise and agree on the issues the Municipality is facing. A SWOT
analysis is an analytical method which is used to identify and categorise
significant internal (Strengths and Weaknesses) and external (Opportunities
and Threats) factors faced either in a particular arena, such as an organisation,
or a territory, such as a region, nation, or Municipality.

A SWOT is good for asking and answering important and difficult questions. The
team can use the problem tree analysis tool to take the SWOT analysis further
and link through to setting objectives. A ‘problem tree’ focuses in on core
problems and their causes and effects.

The linkage analysis tool allows you to look at links between problems and the
impacts one may have on another (i.e. solid waste lying in standing water, and
its impact on health).

When developing a SWOT Analysis, it is important to understand that what
constitutes “internal” and “external” issues depends on the context. In a SWOT
it is very important to define your point of view. For example, if a Country is
taken as starting point, government and private sector economy would be
internal. If Municipality is the starting point, private sector and national
government would be external.
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WHAT QUESTIONS
SHOULD MUNICIPALITIES
ASK THEMSELVES ON
SWOT ANALYSIS?

An interview with Mabutho HLUBI By
Nonhlanhla Kunene

In my Experience, Municipalities should generally be asking themselves the following
Questions to get an in-depth understanding of potential Sources of Risks and/or Risk
Drivers:
Questions on strengths:
What are Municipality’s advantages? What does the Municipality do well? What relevant
resources do you have in your Municipality? What do other people see as strengths of
your Municipality?

Questions related to weaknesses:
What do you do badly? What could you improve? What should you avoid? Questions
related to threats: What obstacles do you face? Are there threats to the resilience of the
Municipality from climate change? What is happening around you, in other
Municipalities? How is the economic situation changing? Are major employers in the
Municipality vulnerable? How is the (inter)national policy environment or political
situation changing? How is demography changing?

 Questions to ask when discussing opportunities:
What are the good prospects in front of you? What are the interesting trends you are
aware of (changes in government policy, in social patterns, population profiles, lifestyles,
economic development etc.)
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Land Reform and Expropriation Policy: The Land Reform Policy will
drive the redressing of the legacy of Apartheid which still remain
entrenched in the society. It will empower farm workers, majority
indigenous communities whose land was taken away from without
compensation. If effectively implemented it will mitigate food
insecurity risk and build rural communities in most municipalities.
Recently Minister of Agriculture, Land Reform and Rural
Development, Ms Thoko Didiza (MP) announced that the
government will issue advertisement notices of 896 farms
measuring 700 000 hectares of underutilised or vacant State Land.
The Farming Land will be made available to economically Africans,
Indian and Coloured Communities.

Economic Development Corridors: Economic Development
Corridors in all the 9 Provinces at a Municipality level will drive
much needed economic growth in most municipalities in the
respective provinces if effectively implemented. In 2012 the
Government developed a National Infrastructure Planning with a 20
Year Timeframe. Focused Investment in Economic and Social
Infrastructure will play a positive role in the economic growth
performance of the municipalities.

Strong Cultural Heritage and Social Activities: The country’s rich
cultural heritage is reflected in historical landmarks such as The
Battlefields in Dundee / Endumeni Municipality, Mphebatho Cultural
Museum by Zeerust Municipality, the Mcgregor Museum by
Kimberly Municipality, the Basotho Cultural Village in Harrismith
Municipality, Sudwala Caves in Mpumalanga, the lost City of
Mapungubwe in Limpopo and Maboneng Township Arts Experience
in KwaLanga, Gugulethu and Kayamandi which has turned 70
township homes into public galleries.

Large Tracks of unutilised Municipality land: This land will easily be
used to empower disadvantaged communities residing in the
respective Municipalities to enter into Agricultural Enterprises. As an
example in 2019 Five Emerging Farmers were empowered by 120
hectors of Municipal Land and turned into productive farmland.

New District Municipality Development Model (DDM): The new
District Development Model aims to provide capacity and
capabilities to improve the coherence and impact of government of
service delivery with focus on 44 Districts and 8 Metros as
development spaces that can be used Centres of Excellence of
economic development and service delivery.

STRENGTHS
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Inadequate, ageing Sanitation, Water Infrastructure and
related existing supply disruptions: According to
Masindi and Dunker, 2016, in the context of the
legislation and corporative governance, municipalities
have been expected to accelerate the provision of
infrastructure and services to marginal communities.
SALGA in 2014/15 noted that there is an increasing
evidence of water supply and sanitation backlog in
South Africa. Widespread Breakdown in Water and
Sewage systems due to ageing infrastructure and
current backlog in Maintenance which will result in
waters shortages, water contamination and sewage
spillages

Skills Shortage:Draai 2013, observed that the South
African Government is afflicted by a scarcity of skills
that impacts negatively on the productivity of the
economy as well as meeting developmental needs.

Low Economic Activity in Rural Municipalities: There is
a significant variation in the level and nature of
economic activity across municipalities. Gross Value
Added (GVA) per capita by type of municipality, 2015
demonstrate a strong bias in most economic sectors
towards larger, more urban municipalities and shows
week economic activity in mostly rural municipalities.

Poor / Non Payment of Services: Non – payment is
currently crippling Service Delivery in South Africa. The
Majority of municipalities in South Africa are confronted
by the challenge of municipal consumer debt. This debt
is negatively affecting the cash position of
municipalities and their ability to fulfil the
responsibilities and to deliver quality services.

Violent Service Delivery Protests: South Africa over the
past 20 years has experienced a surge in violent
service delivery protests. Many services delivery
protest are characterised by malicious damage to
public and private property as well as looting of shops.
The recent example was in May / June 2019, in Durban
Municipality which turned violent and resulted in
estimated damages of R4 million.

WEAKNESSES
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According to StatsSA, a comparison of figures for 2016 with
those obtained from Census 2011 and (Figure 5.1) shows that
the percentage of households that had access to water inside
their dwellings declined slightly from 46,3% to 44,4% while
access in the yard increased by 2,9 percentage points to 30%.
It is noticeable that the percentage of households without
access to piped water increased from 8,8% to 10,1% between
2011 and 2016. This relatively small decline could possibly be
attributed to sample errors commonly associated with
sample surveys, such as the Community Survey.

S T R E N G T H S  &S T R E N G T H S  &
W E A K N E S S E S  S T A T SW E A K N E S S E S  S T A T S

Government’s objective is to ensure that all South
Africans have access to basic water and sanitation
services. The National Development Plan (NDP)
articulates the national development goal of
eradicating poverty and sharply reducing inequality by
2030. South Africa is a dry country with limited fresh
water resources and adequately accessing water and
sanitation is a challenge for many households in rural
and peri-urban communities. The NPC (2011) points
out that inadequate access to water can be the result
of insufficient bulk infrastructure, poor municipal
service delivery and/or poor maintenance of existing
infrastructure, as well as households being too poor to
pay for the cost of services. As a long- term driver of
development policy in the country, the NDP envisages
that all South Africans will have full, affordable and
reliable access to sufficient safe water and hygienic
sanitation by 2030

StatsSA further indicated that household access to
piped water is closely associated with the type of
municipality households reside in. Figure 5.2 shows
that the percentage of households with access to
water inside the dwelling steadily declines from 62,6%
for metropolitan municipalities to 6,8% for rural B4
municipalities. Inversely, the percentage of households
without access to piped water increased from 1,7% for
households in metros to 31% of households in rural B4
municipalities.

Inadequate, ageing Sanitation, Water Infrastructure and
related existing supply disruptions remains a Weakness in the
Majority of Municipalities across the Country: According to
Masindi and Dunker, 2016, in the context of the legislation
and corporative governance, municipalities have been
expected to accelerate the provision of infrastructure and
services to marginal communities. SALGA in 2014/15 noted
that there is an increasing evidence of water supply and
sanitation backlog in South Africa. Widespread Breakdown in
Water and Sewage systems due to ageing infrastructure and
current backlog in Maintenance which will result in waters
shortages, water contamination and sewage spillages
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Building environmental sustainability and resilience is a key
priority in the National Development Plan (NDP) Vision 2030.
The NDP realises that solid waste is putting immense
pressure on the environment and the NDP calls for the
expansion of recycling programmes to decrease the total
volume of waste disposed to landfills each year (NPC, 2011).

Figure below produced by StatsSA, shows that refuse removal
services are most common in the large, metropolitan
municipalities (86,3%) and that it declines consistently as
municipalities become more rural in nature. Only 12,6% of
households in rural (B4) municipalities, for instance, received
refuse removal services. Inversely, the percentage of
households that used their own refuse dumps increased as
municipalities become more rural, growing from 4,9% for
metropolitan municipalities to 75,2% for the most rural
municipalities. Households that reportedly had no refuse
disposal also increased as municipalities became more rural
in nature.

S T R E N G T H S  &S T R E N G T H S  &
W E A K N E S S E S  S T A T SW E A K N E S S E S  S T A T S

StatsSA observed that providing adequate sanitation
to all households is, however, a major challenge due to
factors such as rapid population growth, overcrowded
and unplanned informal settlements, inability of
households to pay for services, and inadequate
maintenance of existing infrastructure. According to
the NDP, all South
 
Africans should have full, affordable and reliable
access to sufficient safe water and hygienic sanitation
by 2030 (NPC, 2011). The constitution allocates the
duty to provide water to municipalities, with support
and oversight from the provincial and national levels.

According to SDG goal 6, access to adequate and
equitable sanitation and hygiene should be universal
by 2030, while open defecation should be eradicated
completely.

With the anticipated Fiscal
Constraints, cuts on National
Government Allocations to
Municipalities and resulted cuts
in spending on Capital Projects
the question is with
Municipalities meet the NDP
and SDG 2030 Targets?

Lack of sanitation refers to the absence of sanitation services.
Households without access usually revert to open defecation
and this represents a serious health risk which contributes
significantly to the burden of disease and which necessitates
concerted interventions.

The StatsSA Figure below shows that the percentage of
households that lacked sanitation increased as municipalities
became more rural. 
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S T R E N G T H S  &S T R E N G T H S  &
W E A K N E S S E S  S T A T SW E A K N E S S E S  S T A T S

The NDP 2030 vision is for
investment in a strong
network of economic
infrastructure designed to
support the country's
medium- and long-term
economic and social
objectives. This economic
infrastructure is a
precondition for providing
basic services such as
electricity, water,
sanitation,
telecommunications and
public transport, and it
needs to be robust and
extensive enough to meet
industrial, commercial and
household needs.
 
The National Development
Plan (NPC, 2011) envisions
greater social equity with
regard to access to energy
services by 2030. According
to the plan this would be
achieved by expanding
access to energy (to 90%
by 2030), maintaining
affordable tariffs, and
maintaining targeted and
sustainable subsidies for
poor households. Non-grid
options should be available
for households without
access to electricity. Key
policy issues and policy
priorities identified by the
NDP include the need to
improve the municipal
distribution services, and
addressing the pricing of,
and access to electricity in
order to accommodate the
needs of the poor.
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•4th Industrial Revolution Opportunities: According to
Service Delivery Review, Volume 11 No. 3 of 2018 the
fourth industrial revolution holds the potential for
significant transformation across sectors of society. It is
envisaged that Robotics, coupled with the Internet of
Things could enhance healthcare and homecare
service delivery. Frontline and service delivery jobs
could easily be done by robots and citizens could easily
be accommodated via the internet across all
municipalities as an example. 
•
•Diverse and Youthful Population: USAID, Population
Reference Bureau 2007 noted that Africa’s young
people will be the driving force behind economic
prosperity in the future decades however only if policies
and programs are in place to enhance their
opportunities. Most African countries including South
Africa are projected to have more working age adults
per child in 2030 than they did in 2006.
•
•Agriculture in Municipalities / Release of land by
National Government: The Department of Agriculture
and Rural Development, will be releasing 896 farms
measuring 700 000 hectares of underutilised or vacant
land that citizens of various municipalities for
Agricultural Economic Activities.
•
•Domestic and Foreign Investors: Availability of both
local and foreign investors that are eager to invest in
Municipalities provided they get directly involved in
Trade and Investment Programs, they are equipped to
play a direct role in the appraisal of investment projects
within municipalities, ensure land is serviced and ready
for investors, provide incentives and engage with
business community to attract investment, recruit
skilled personnel to handle the appraisal of both
domestic and international investors. 
•
•Coordination with Central Government and other
Municipalities: Due to lack of capacity within most
Municipalities there is an opportunity to reinforce
corporation between municipalities by creating Shared
Services Centres of Excellence as well as corporation
with Central Government in Planning.

OPPORTUNITIES
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•Sub - Optimal Performance of the Economy: Muller,
2019 noted that South Africa’s public finances are in a
perilous state and that there are four main reasons
being slow or non - existent economic growth, tax
collection revenue being repeatedly below forecast,
debt levels rising sharply and poor performance of state
owned enterprises, I will also add poor performance of
the private sector and it’s inability to compete globally
and with Chinese Imports. Muller 2019, says “some
have claimed that South Africa’s woes began with
president Zuma but this is not true” The weak state of
South Africa’s Economy pre dates prior to 1994. The
Economic Growth over 30 years have been below the
country’s Economic Growth.

Socio - Economic Impact of COVID 19: The Secretary
General of United Nations said “We have been brought
to our knees – by a microscopic virus… It has laid bare
risks we have ignored for decades; inadequate health
systems, gaps in social protection, structural
inequalities, environmental degradation, the climate
crisis” The outbreak of COVID 17 will result in the
decline in real GDP growth 6.4% in 2020 and it is
expected the South African Economy it will take at least
five years for the economy to return to pre – 2019
levels unless innovative actions are implemented
according to UN’s Socio-Economic Impact Assessment
of COVID 19 in South Africa.

Lack of Transparency on individual and party political
funding: This situation threatens the foundation of
South Africa’s democracy as individuals get funding
from people that are opposed that individual party’s
Vision and Policies. State Capture Thrives in this kind
of environment. Joel Hellman, Governance Specialist
2001, defined State Capture as a the efforts of a small
number of firms to shape the rules of the games to their
advantage through illicit, non-transparent provisions of
privates gains to public officials, he noted examples of
such behaviour as private purchase of legislative votes,
executive decrees, court decisions and illicit political
funding

Illegal Informal Settlements: Mostly informal
settlements are illegally built on municipal land and also
result in illegal electricity connections. As a result of the
critical lack of affordable housing many poor and low –
income households end up living in informal
settlements

THREATS
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“DON’T THINK
THERE ARE NO

CROCODILES
BECAUSE THE

WATER IS
CALM” 

AN AFRICAN PROVERB
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ANTICIPATED
SIGNIFICANT

MUNICIPALITY RISKS

Risks are Anticipated Uncertain future Threats and
Opportunity Events that have not material ised,  but should

they material ise they wi l l  e ither  have a Signif icant Negative
or Posit ive Impact on the achievement of  your Personal  or  an

Organisation's  Objectives 
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A WORD ON RISK
FROM VARIOUS

SOURCES
A risk is not the same as a threat, hazard, impact or disaster that has already occurred: it is a description of
potential outcomes if a threat were to occur. As noted by Renn (1998: 50): ‘All risk concepts have one
element in common, however: the distinction between reality and possibility’.

The UN Office for Disaster Risk Reduction (UNISDR) defines (disaster) risk as:
The potential loss of life, injury, or destroyed or damaged assets which could occur to a system, society or a
community in a specific period of time, determined probabilistically as a function of hazard, exposure,
vulnerability and capacity. Hazards may be natural, anthropogenic or socio natural in origin (UNISDR, 2017).

The Intergovernmental Panel on Climate Change (IPCC) defines risk generally as:
The potential for consequences where something of value is at stake and where the outcome is uncertain,
recognizing the diversity of values. Risk is often represented as probability of occurrence of hazardous
events or trends multiplied by the impacts if these events or trends occur. Risk results from the interaction of
vulnerability, exposure, and hazard (IPCC, 2014b).

The Global Conflict Risk Index defines (conflict) risk as:
The probability and intensity of violent conflict in a country, linked to social, economic, security, political and
geophysical/environmental conditions (JRC and CPPMID, 2018).

In financial settings, (financial) risk might be defined as:
To expose oneself to the potential for loss … to undertake an uncertain enterprise or venture (Moles, 2016:
1/16) or the quantifiable likelihood of loss or less-than-expected returns (InvestorWords, n.d.).

The World Health Organisation (WHO) defines (health) risk as:
A factor that raises the probability of adverse health outcomes (WHO, 2009: v).
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↗If Citizens participate actively in Service Delivery
Initiatives by Municipalities we are more likely to
see an improvement in Service Delivery by
Municipalities and even an improvement of Audit
Outcomes

↘On the downside this may lead to inability to
implement critical Projects at local government
level as political parties bickering over policy
positions like we saw in Johannesburg METRO. 

↗On the upside it may create a very strong
political oversight over the ruling party which is
currently lacking. The realignment of the country’s
politics may provide much needed impetus on the
ruling party to implement it’s commitments to the
voters.

↘A Spring Rising and/or Political Turmoil within the
Ruling Party will certainly result in a deterioration in
the Security of the Country which most
Municipalities and Law Enforcement Agents are
currently not equipped to deal with and a further
deterioration in Investor Confidence (both
domestic and foreign) further denting the already
weak economy.

Potential Risk Impact (s)

POLITICAL RISKS

Risk Scenarios

An Emergence of Citizen Activism and
participation in Municipality Service Delivery
Projects due to failure of Municipalities to
deliver on their electorate mandate which
may strengthen the Municipalities’ Service
Delivery Capabilities

ANC getting less than 50% of the votes in the
next local government elections and more
Municipalities run by coalition governments

A possibility of a political uprising / unrest in
the next 5 Years is very high than ever before
due to no economic growth, service delivery
failures and rising inequalities which will
impact on safety and security across all
Municipalities as well as escalation in
infighting within the ruling party. (1st Civil
Unrest was experienced in July 2021 and the
conditions that caused the Civil Unrest Still
remain
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THE KEY TO RISK
MANAGEMENT IS NEVER

PUT YOURSELF IN A
POSITION WHERE YOU

CAN NOT LIVE TO FIGHT
ANOTHER DAY

R I C H A R D  S  F U L D  J R
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TAKE RISKS. 
INACTION IS AS

MUCH OF A RISK
AS ACTION. 

A L E C  A N T O I N E
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↘Cutting of Electricity Supply will certainly result in
disruption of Economic Activities within affected
Municipalities. It will further discouraged new
Investments in the affected Municipalities.

↘Failure to timely identify and mitigate Risks by
Municipalities will result in municipalities moving
from one Crisis to the other and increase protest
action by citizens.

↘Breakdown of ageing Infrastructure will certainly
results in Service Delivery to Citizens and Protests
which are sometimes violent.

↘Majority of Municipalities will not be able to meet
their Job Creation Targets and the resultant
national spill over effect.

Potential Risk Impact (s)

ECONOMIC RISKS

Risk Scenarios Description

Eskom cutting down Electricity Supply to
Municipalities due to non – payment of
electricity debt by Municipalities and Eskom
being under pressure to reduce it’s current
debt levels as well as to prioritise electricity
supply to paying customers.

Failure to timely identify significant risks due
to the current widespread practices by
Municipality to treat risk events that have
materialised as well as current weaknesses
as Risks. There is also a current widespread
misunderstanding that Risks only relate to
Threats and not Opportunities. The root cause
of the above can be attributable to current
scarcity of World Class Situational Analysis /
Risk Management Skills in the Country.

Breakdown of Socio Economic Infrastructure
(e.g. Sewage and Water Systems) within
Municipalities due to Ageing Infrastructure
and lack of maintenance.
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GOOD RISK
MANAGEMENT FOSTERS
VIGILANCE IN TIMES OF

CALM AND INSTLLS
DISCIPLINE IN TIMES OF

CRISIS
D R .  M I C H A E L  O N G
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IF YOU TREAT RISK
MANAGEMENT AS A

PART JOB, YOU MIGHT
SOON FIND YOURSELF

LOOKING FOR ONE
D E L O I T T E  W H I T E  P A P E R
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RISK
MANAGEMENT IS
A CULTURE AND

NOT A CULT
T O M  W I L S O N
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LIFE IS ABOUT TAKING
RISKS, IF YOU NEVER
TAKE RISK, YOU WILL
NEVER ACHIEVE YOUR

DREAMS
F U T U R E S  Q U O T E S . C O M
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TOTAL ENTERPRISE RISK
MANAGEMENT IS

CRITCAL, BUT
IMPLEMENTING IT IS

BOTH EASIER SAID THAN
DONE

D A N N Y  K L I N E F E L T E R
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↘Overcrowding in big cities is eminent and land in
the Big Metros will be out of reach of the poor and
further fuel inequalities and divisions in the Country

↘An Opportunity or a Burden that’s the Question?
The demographic and human development trends
will put pressure on the national government and
Local Government to increase public investment
and control immigration, potentially fuel instability
in the form of Xenophobic Attacks and Protests. It
will also contribute to a rising pressure in METROs,
and add to the agenda of already strained Big
METROs.

Potential Risk Impact (s)

SOCIO ECO RISKS

Risk Scenarios Description

Scarcity of Human Settlements Land and
Water in the next 5 - 10 Years in Major
Municipalities like Johannesburg, Cape Town,
Durban and Pretoria due to Organic
Population Growth and Economic Induced
Migrations to Big Cities.

During the next 5 Years most Municipalities
will experience an upsurge in new entrants
(Youth) into the job market mostly with a
tertiary qualification but can not be absorbed
by the Job Market.

R I S K F O R E S I G H T S . C O M   |     5 9IKWINDLA - AUTUMN 2021                        

https://riskforesights.com/
https://riskforesights.com/


IF YOU DON'T INVEST IN
RISK MANAGEMENT, IT

DOES NOT MATTER WHAT
BUSINESS YOU'RE IN, IT'S

A RISKY BUSINESS 
G A R Y  C O H N

R I S K F O R E S I G H T S . C O M   |     6 0IKWINDLA - AUTUMN 2021                        

https://riskforesights.com/
https://riskforesights.com/


↗New Innovative and disruptive technologies
brought by 4IR bring quality education to all youth
living under municipalities, bring quality healthcare
to all citizens and provide automation
opportunities to improve Operational Efficiencies.
On the other hand if not properly natured and
managed it may create a Digital Divide between
the haves and the have not.

↘4IR if not well management it will create a digital
divide amongst the Urban and Rural Municipalities
and widen existing inequalities

↘Loss on Employment due to increased use of 4IR
Technologies with no alternative Employment for
those who lost their and those entering the labour
market.

↘Lack of Reliable Supply of Water will negatively
impact Economic Development in Municipalities
and Sanitation and increase protest action

Potential Risk Impact (s)

TECHNOLOGY  RISKS

Risk Scenarios Description

In the next 10 Years, it is anticipated that the
pace and impact of technological
developments are likely to increase,
transforming and improving human
experiences and capabilities and offering the
potential to tackle challenges such as
inequality, climate change, and low
productivity growth, while creating new
tensions and disruptions within and between
societies, industries, and municipalities. 

Increased Risk of Cyber Attacks / breaches
due to widespread adoption of Cyber
Technology, remote working and current
weaknesses in Cyber Security defences which
may lead to theft of information and/or denial
of access municipality systems impacting on
ability to work and provide services.

Chronic Breakdown of Critical Water and
Sanitation Infrastructure
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OPPORTUNITY AND RISK
COME IN PAIRS

B A N G A M B I K I  H A B Y A R I M A N A
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GREAT PLANNING
REQUIRE ELIMINATING

EXCUSES

F O U N D R
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THE FIRST STEP IN THE
RISK MANAGEMENT

PROCESS IS TO
ACKNOWLEDGE THE

REALITY OF RISK
C H A R L E S  T R E M P E R
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↘Non Compliance with applicable laws and
legislations may result in legal and regulatory
sanctions, material financial losses, trampling on
Citizen Rights and/or reputational damage to a
Municipality

↘Pollution of the Environment and Land
Degradation

↘High Incidents of Fraud and Corruption

↘Credit Downgrades

Potential Risk Impact (s)

LEGAL RISKS

Risk Scenarios Description

Non - Compliance with laws that Govern the
Management of Municipalities due to
inadequate systems and processes in place
to ensure Compliance by Municipalities at all
times

Widespread Judgements against
Municipalities failing to pay for Services
Provided
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HERE'S THE ESSENCE OF
RISK MANAGEMENT: RISK NO

MORE THAN YOU CAN
AFFORD TO LOSE, AND ALSO
RISK ENOUGH THAT A WIN IN

MEANINGFUL
E D  S E Y K O T A
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↘During the next two decades, population growth,
rapid urbanization, and poor land and resource
management will increasingly intersect with and
exacerbate climate change effects in many
countries, particularly in the developing world. With
coastal municipalities and/or cities growing, more
people than ever will be threatened by a
combination of storm surges and sea level rise that
worsen existing coastal erosion (Richards bay,
Durban, East London, PE, George, Cape Town etc).

↘Changing precipitation patterns, rising
temperatures, increased extreme weather events,
and saltwater intrusion into soil and water systems
from rising seas and storm surges are likely to
exacerbate food and water insecurity in some
countries during the next two decades. Regions that
remain dependent on rain-fed agriculture will be
particularly vulnerable, such as Sub-Saharan Africa.

↘Threats to Human Health. Decreased water, air, and
food quality, along with changes in disease vectors
and water-borne pathogens, all threaten human life.
Death rates from pollution vary significantly across
the world typically highest in middle-income
countries in East and South Asia. In addition, extreme
weather and disasters often kill people and disrupt
health infrastructure and prevent access to care.
Climate change is expected to change the
geographic range and in some cases frequency of
disease outbreaks affecting humans, animals, and
plants, including those that are vector-borne (West
Nile, malaria, Dengue), waterborne (cholera),
airborne (influenza, hantavirus), and food-borne
(salmonella).

Potential Risk Impact (s)

ENVIRONMENT RISKS

Risk Scenarios Description

Extreme Weather and Weather Patterns.
Warming temperatures are likely to create the
atmospheric conditions for more intense and
in some cases, more frequent natural
disasters, including stronger hurricane-like
storms, coastal flooding, storm surges, and
droughts. Traditional weather patterns are
also changing—for example, dry areas are
expected to become drier, wet areas will
become wetter, and precipitation will be less
frequent but more intense in some areas.

Land Degradation. The expansion and
unsustainable management of agriculture
and forestry practices degrade land, and
both contribute to and intensify the effects of
climate. change. A 2019 study found that
global deforestation and land degradation
each contributed to about 10 percent of all
human-induced greenhouse gas emissions
by releasing carbon stored in the trees and
the soil.
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THE ESSENSE OF RISK
MANAGEMENT LIES IN MAXIMISING
THE AREAS WHERE WE HAVE SOME

CONTROL OVER THE OUTCOME
WHILE MINIMISING THE AREAS WE

HAVE NO CONTROL OVER THE
OUTCOME
P E T E R  L .  B E R N S T E I N
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what
next...?
Both the National and Local Government have
deployed Risk Mitigation Strategies which we will
explore in detail below ranging from the new District
Development Model to the Infrastructure
Development Programmes. Municipalities do not
only have to deal with current realities to ensure
Service Delivery and Economic Development, they
also have to deal with the backlog both in social and
economic Infrastructure created by the Apartheid
Regime while at the same time proactively mitigating
risks lying in the Horizon.

At a Municipality Level the progress in implementing
Risk Mitigation Strategies and effectiveness thereof
will differdepending on various factors unique to
each Municipality such as Leadership, Technical Skills
Levels and Financial Resources 

SALGA has a role of representing the interests of Municipalities within the overall system
of government and supporting its members fulfil their developmental obligations. SALGA
participates actively in Intergovernmental Relations (IGR), provides common policy
positions on related issues, voice local government interests and provide solutions to the
challenges facing local government which includes
Lobbying, Advocating and representing the Interests of Municipalities
Being a representative of the Employer Body
Capacity Building
Providing Support and Advise to Municipalities
Strategic Profiling of Municipalities
Centre of Knowledge and Information Sharing

Local Government Infrastructure development fund which is managed by DBSA whose
purpose is to support the Local Government Sector to improve the quality of life of residents
in municipalities. Millions of residents have benefited from the development and
maintenance of basic household infrastructure such as water and sanitation, electricity,
roads and human settlements as well as Community Services. DBSA assists assist under
resourced municipalities with proper municipal infrastructure plans such as master plans in
water, sanitation, electricity, roads, stormwater and infrastructure investment plans.
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New District Development
Model: The Objectives of
the District Development
Model are to:

01.

04.

05.

02.

03.

Coordinate a government
response to challenges of
poverty, unemployment and
inequality particularly amongst
women, youth and people living
with disabilities

Build government capacity to
support municipalities,
strengthening monitoring and
evaluation at district and local
levels. Implement a balanced
approach towards development
between urban and rural areas.

Exercise Oversight over Budgets
and Projects in an accountable
and transparent manner

Ensure inclusivity by gender
budgeting based on the needs
and aspirations of our people and
communities at local level.
Narrow the distance between
people and government by
strengthening the coordination
role and capacities at District and
City Levels

Foster a practical
intergovernmental relations
mechanism to plan, budget and
implement jointly in order to
provide a coherent government
for the people in the Republic;
(solve silos, duplication and
fragmentation) maximise impact
and align plans and resources
through the development of “One
District, One Plan and One
Budget” 
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RISK OPTIMISATION
AND EXPLOITATION
STRATEGIES

ADDITIONAL RISK
OPTIMISATION STRATEGIES

Project Management
Set up a Project
Management Centre of
Excellence capacitated
with the best Project
Management Skills in the
World that will be
deployed to ensure all
Government (Municipality)
Key Projects are executed
within specifications,
timelines and agreed
budgets

Cyber Security

Create a Security
Operations Centre (SOC)
including Fraud
Prevention and
Detection to serve all
Government
Departments and
Municipalities so they
can collaborate in
mitigating Cyber Security
and Fraud Risks through
Big Data Analytics and
Artificial Intelligence

Creation of a Risk Management Library from which all
Municipalities can tap
Proactive Risk Identification and Mitigation
In-depth understanding of Inherent Risk Exposures
Proactive identification of Emerging Risk Exposures
Sharing best practice Risk Mitigation Plans and Controls
Risk Management Skills Training Academy for Government
Departments and Municipalities

Some additional Risk Optimisation and Mitigation Strategies that the
Municipalities should consider exploring and implementing are
articulated below. The focus is on Strategic Risk Mitigation /
Exploitation Initiatives that are as yet to be implemented. Project
Managing Risk Mitigation / Exploitation Initiatives is very fundamental
in ensuring successful implementation of Strategic Initiatives that
support Service Delivery. Risk Mitigation / Exploitation Initiatives /
Strategies should be implemented as an integral part of the
Municipality Strategies and not as a separate by the way compliance
imperative.

Consider setting up a Risk Management Centre of Excellence
(Digital Risk Library) for all Municipalities where these entities
can leverage off Risk Information and capabilities from the
other to enable

By Mabutho HLUBI

Procurement
Set up a Central
Procurement Control
Tower that will oversee
all Municipality
Procurement with a
specific focus on;

RISKFORSIGHTS.COM
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RISK OPTIMISATION
AND EXPLOITATION
STRATEGIES

“THE WORLD IS NOT OURS,
THE EARTH IS NOT OURS,

IT’S A TREASURE TO HOLD
IN TRUST FOR THE FUTURE

GENERATIONS”

 AN AFRICAN PROVERB

Training
Training and
upskilling of Youth
from Municipalities
in 4IR including 4IR
Inspired business
Incubation, Strategic
Planning and Risk
Management

Entrepreneurship

Business Ownership
including Farm Ownership
and Development by
Municipalities in particular
Agriculture and Animal
Husbandry to provide an
additional source of self –
funding by municipalities
in particular Rural
Municipalities. 

Qualifications
Develop a Minimum
Qualification Criteria for
Councillors with a bias
towards skills required
to effectively run
Municipalities

RISKFORSIGHTS.COM

Energy
Create Diversified Energy Strategy
at District Municipality Level which
include energy saving strategies.
Municipalities should be allowed to
explore energy supply alternatives
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From a Risk Perspective, economic prospects for the country look very bleak in the next 3
– 5 Years and unemployment levels will continue to rise, as the country in the short to
medium term has to deal with structural weaknesses that have existed over decades and
existing threats while at the same time taking advantage of the country’s current
strengths and opportunities. Addressing the current weakness of inability to timely
identify, escalate and mitigate significant Country Risks should be prioritised as on many
occasionswe only see Risks once they have materialised which then leads to one crisis
after another

There should be a balance in dealing with the needs of today and the needs of tomorrow.
Should we not address the needs of tomorrow timely it is almost certain that as a country
and a continent we will forever stumble from one crisis to the other and always count the
opportunity costs of opportunities lost. Proactive mitigation of risks turn events that would
otherwise have been threats into opportunities and leads to prosperity as we have
already seen in countries such as Japan, German, China, USA, South Korea, Singapore
and many other 1st world Countries. 

A Need To Act
It is in this context that we should be
guided by the fact that it has been
proven that successful Visionaries and
Strategists are Risk Takers. They are
able to anticipate what the future will
look like and prepare for it today rather
than wait for the risk events to occur
and then react.

To navigate uncertainty, we need to be
bold in anticipating future Threats and
Opportunities, take decisive Actions
today in order to shape our Future to be
what we desire it to be. A clear
articulation of what Major Threats are in
the Horizon as well as Opportunities
lying Ahead is very critical to craft
pragmatic strategies that will take us
closer to achieving our Vision as a
Country and Africa in General. Countries
that have clear and pragmatic Visions,
are able to translate them into clear
strategies with explicit milestones and
objectives. Those that are excellent in
implementing strategies will emerge
winners of the 21st Century. 
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Integrating Risk Insights into Decision Making and Strategic Planning so we can Build
the future we all desire

Building Risk Informed Strategic Plans is a team effort that requires real time and
discussion, at the highest level of Municipality Leadership and consultation with all the
Stakeholders such as the National Government, Municipal Districts, SALGA, Business and
Communities including Youth. 

Certain PESTLE, SWOT and Risk Themes may have elements that resonate with the team
putting together a Municipality Strategic Plan, however it is recommended that the
Leadership should adopt the Strategic Plan after an in-depth discussion of the current
situation (PESTLE and SWOT Analysis) and anticipated future situation (Risks) and a
consideration of how significant risks identified will be mitigated as part of the Strategic
Plan and not after the Strategic Plan has been adopted. 

Managing Risks should be seen as an integral part of Municipalities’ Strategic Planning
Processes and Decision Making, and not as a stand alone processes that is done after
Municipality Strategies have been adopted. Below is our proposed Risk Informed and
Integrated Strategy Formulation Approach is below;

A Need For Action
Managing Risks is an

inherent Human
Capability, even

though it is also Human
nature to wait for Risk
Events to materialise

and react to events
that have already

occurred!!!
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ECD further observed that the

ultimate cause of all Innovation is

Human Creativity, however

Innovation does not occur in a

Vacuum. South Africa and Africa at

larger are at the Centre of a $1.6

trillion Global Innovation and

Creativity Race,1 where the prize at

stake is a bigger share of global

wealth, better jobs, and the best

access to the products of Innovation

and Creativity, such as new health

treatments

South Africa’s Position in this

Marathon is not is good position due

to the poor performance of the

Economy and Weak Research

Capabilities, and lags behind World

in the amount we invest in

Innovation and Innovations coming

out of South Africa. There is a need

to accelerate the country’s Pace to

catch the leaders of the innovation

pack, or risk falling further behind.

Innovation and Creativity will

continue shaping Global

Opportunities and within the

context of South Africa Innovation

and Creativity is essential to create

more economic and social

opportunities for all South Africans. 

UNDER THE SCOPE

O

INNOVATION
& CREATIVITY

nnovation and Creativity are very

critical for Sustainable Growth and

Economic Development as evidenced

by the Economic Success of all

Developed Nations where Innovation

and Creativity is at the Centre of their

Social and Economic Development.

OECD indicated that a number of

Core Conditions enable Innovation

and Drive Economic Growth namely:

I

INNOVATION AND CREATIVITY SHOULD BE USED TO
OPTIMISE, EXPLOIT RISKS, DRIVE SUSTAINABLE GROWTH
AND ECONOMIC DEVELOPMENT

DETAIL >

1.A Strong Emphasis on Education at all Levels

2.A Strong and Sustainable Fundamental Research

and Development Infrastructure

3.Strong Standards and Effective Enforcement of

Intellectual Property Protection

4.Open Trade and Investment in a Stable Economic

Environment

5.Vigorous Competition and Contestable Markets

6.Sound Policies and Mechanisms to promote the

Science – Innovation Interface

7.Efficient and Transparent Regulatory Systems

8.Ethics and the Rule of Law
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his will come through positive spin-offs of both direct employment and indirect jobs

throughout the economy from companies in their supply chain or in the service

economy for their workers.

South Africa should be confident, and steadfast, that we can be at the forefront of the

Global Innovation and Creativity Marathon (Our Musicians have Time and again

showed us how) and reap the opportunities that it brings. We have a young

population which is hungry for success, a 1.3 billion Africa Market, One of the biggest

commodity reserves in the world to drive the change required.

UNDER THE SCOPE

T

The World Economic Forum has

assessed that partly due to the low

levels of Innovation and Creativity in

South Africa, the Country to be in the

Nascent Quadrant (Limited Current

Base, At Risk For The Future) of The

Four Archetypes of the 4IR Readiness

Diagnostic Model Framework.

*Nascent: “Countries with a limited

production base today that exhibit

low-level readiness for the future

through weal performance across the

drivers of production component”

INNOVATION AND CREATIVITY SHOULD BE USED TO
OPTIMISE, EXPLOIT RISKS, DRIVE SUSTAINABLE GROWTH
AND ECONOMIC DEVELOPMENT

DETAIL >

With this level of Assessment by the

WEF clearly the Country needs to

improve Innovation and Creativity to

maintain Drive Social and Economic

Development.

The biggest growth opportunities

will come from knowledge intensive

companies that innovate and export,

as they are the most profitable,

competitive and productive. These

companies will increasingly need to

solve global problems at scale.

When they succeed, they will make

a substantial contribution to new

jobs growth in South Africa and

Africa at large. 
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