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GENERAL NOTICE

NOTICE 2048 OF 2001

- MINISTRY FOR PROVINCIAL AND LOCAL GOVERNMENT
GUIDELINES ON REMUNERATION OF MANAGERS IN LOCAL GOVERNMENT

1, Fholisani Sydney Mufamadi, Minister for Provincial and Local Government, in terms of

section 120, read with section 72, of the Local Government: Municipal Systems Act, 2000
(Act No. 32 of 2000), hereby pubhsh the Guldelmes on Remunerat:lon of Managers in Local

Government, for public comment.

Comments must please be submitted in writing to —
The Director-General o e 3 s e
Attention: MrSLLouw -~~~ 7
- Department of Provincial and Local Government
Private Bag X 804
PRETORIA
0001

Comments may also be faxed to facsimile number (012) 334 0608 at the abb_ve address. '\ B

‘Comments must be received by no later than 15 Qct;}ber 2001.
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GOVERNMENT NOTICE

DEPARTMENT OF PROVINCIAL AND LOCAL GOVERNMENT
No. 881 | ' 14 September 2001

GUIDELINES ON REMUNERATION OF MANAGERS IN LOCAL GOVERNMENT

Under section 120, read with section 72, of the Local Government: Muhicipal Systems‘ Act,
2000 (Act No. 32 of 2000), |, Fholisani Sydney Mufamadi, after consultation with the

bargaining council established for municipalities and _organised local government

representing local government nationally, hereby issue the guidelines in the Schedule.

F. S. MUFAMADI
Minister for Provincial and Local Government

SCHEDULE

Definitions

1. In these guidelines a word or phrase to which a meaning has been assigned in the
Local Government: Muntmpal Systems Act, 2000 (Act No 32 of 2000), has that meaning
and, unless the context otherwise indicates-

“benefits” means non-cash benefits that a manager may receive as part of the manager's
remuneration; .

“external equity” means a comparison between a manager’s total cost of employment
and that of a person employed in a similar position and of a similar role size in the private
and public sectors; B |

“IDP” means the integrated developmeni plan of a municipality approved in terms of
section 25 of the Act;

“internal equity” means a comparison between a menager’s total cost of employment
and that of another person employed in a similar role size in the municipality concerned;
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“manager” means —

(a)  the municipal manager; and e B

(b)  any manager that is directly accountable to the municipal manager;

“managerial position” means the particular"position. or post in which a manager is
appbihted; ' g

“pay line” means the pay progression in a managerial position, which is related to role
size; : _

“remuneration” means the total cost of employment and any performance related pay;
“the, Act” means the Local Government: Municipal Systems Act, 2000 (Act No. 32 of
2000) ' A T ;
“total cost of employment” means the fixed cost pald in respect of each manager.

Purpose of guidelines

-4 The purpose of these guidelines is to provide a national framework for the

determination of remuneration for managers by- '

(a) outlining a process and the factors for determining the role proﬁles and role sizes of
~managerial positions;

(b)  providing a decision matrix for determining those role profiles and role sizes;

(c) outlining the process and the factors for defermihihg the salary Iran'ge for managers;

(d) outlining a flexible but consistent approach:t;i take external equity and internal

equity into account. R T

Remuneration policy

3. (I)a) A municipality should develop and adopt a remuneration policy for its
managers. Y g | |

(b) A remuneration policy adopted by a munlcipallty for its managers must be

consistently applied in the determination of remuneration of any new appointment or any

adjustment to the remuneration of existing managers of the mun;clpallty.

- (2) - 'A remuneration policy for managers should be based on the following
principles: _ ; . '
(@) Remuneration must 'be based on the concept of total cost of employment rather
than on a salary plus benefits approach, which concept means that - |
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() a manager may draw the full amount of the total cost of employment or
~allocate some of it to fund any employee benefits; and
(i)  the employer will not fund:any current or future employee benefits;

(b) - there are a two tiered system of. remuneration with — -
(i) the first tier being the total cost of employment based on roie size; and
(i)  the second tier being the reward for performance for meeting or exceeding

agreed performance objectives and targets; |

(c) internal equity; .

(d) it must be developed as part of an integrated human resource strategy; and

(e) it must support systems and:procedures referred td in section 67 of the Act.
(3 A remuneration policy for managers should include -the following

components: | |

(a) Requiring role profiling and role sizing -as the basis for determining the total cost of
employment for each managerial position,;

(b) stating the municipality's policy on internal equity and external eqwty

(c)  stating the municipality’s desired market position; '

(d)  determining the desired pay line foreach managerial position; -

(e) determining the salary ranges around-each pay line according to role size;

()  determining the circumstances in which market premlums outside the determined
salary ranges may be paid-and the process for domg S0;

(@) indicating how remuneration is linked to performance;

(h)  determining the process for remuneration adjustments.

Establishment of remuneration committee -

4.

1 A municipality should establish a remuneration committee to perform the

following functions:

(a)

(b)
©

(d)

Developing a remuneration policy:for managers:in accordance wath the process
outlined in these guidelines; _

monitoring the implementation of the remuneration policy for managers;

advising the council on the .remuneration policy and remuneration structure of
managers; : ey ' '

making recommendations to the council on specific packages for particular

managers, -



W STAATSKOEFIAN_T. 14 SEPTEMBER 2001 No. 22675

(&)

(a)
(b)
(©)
(d)

(a)

(b)

reporting to the council on a regular basis.

(2) A report envisaged by sub-item (1)(e) should include-
the documented remuneration policy for managers or any adjustment of that policy;
a statement on the municlpahty’s compliance with these gwdehnes,

 details of the remuneration of each manager by name; and

details of the performance agreements and the rewards attached to performance.

(3) A committee referred to in subitem (1) should comprise —

such a number of "c'ouncillofs that would allow parties and interests reflected within
the council to be fairly represented; and

an independent remuneration expert.

Outline of process for determining reniuneratiqn policy for managers

(1) The remunefa{ion of managers should be determined in accordance with the

5.

following process:

(@) Develop a role profile for each of the managerial positions;

(b) determine the key performance indicators for each managerial position;

(c)  determine the role size of each of the managenal positions; .

(d) conduct a survey of remuneration paid to managers with similar role sizes in the
private and public sectors;

(e) develop a pay liné for each managerial posltion. :

) determine the salary range around such a pay line;

(g) identify the factors that. may justlfy the employment of a manager above the
'proposed salary range; and .

(h)  determine the formuia for performanoe nelated pay

Developing a role proﬂle'for r_nanage_rlal positib_ns

6.

(1) _A' 'municipaiity’s'lDR ahd its performance 'mana_g'erhen_t system constitute the

starting point for any process of det;erinininQ the role profile, role size and remuneration to

be paid in respect of each of the _managerial'posiﬁons.
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(2) The components of the IDP contemplated in section 26 of the Act that impact

~ on the management of the municipality should be identified and used to determine-

(a)

(b)

(b)
()

(d)

(e)

(f)

(9)

(b)

the organisational structure of the municipality’s administration, in particular the
managerial structure; and - iy i, ol 2
the role profile for each managerial position in that structure.

(3)  In order to determine the role profile for each manager—.

the organisational context of the relevant managerial position must be identified,
including information such as - '

(i)~ the number of employees the manageris resp'ohsible for; and

(i)  the manager's operation budget;

the functional role of the relevant managerial position must be defined;

the functional role of each managerial position must be linked with the relevant
component of the IDP; ~ - ' ' '

the role that the manager will play in achieving the relevant objectives reflected in

* the IDP must be defined;

the following must be identified —

(i) the general challenges of the managerial position in question;

(i)  the transformation challenges related to that managerial position;

(i)  the key responsibilities of that managerial position. ‘

the kind of experience required of a person appointed in the managerial position in
quéstion must be determined as a qualitative assessment based on the challenges
of the position rather than a quantitative assessment. '
the capabilities, skills, expertise and qualifications required of a person appointed in
the managerial position in question must be determined.

(2)  The role profile should be committed to writing and should form the basis of —
any advertisement for the managerial position in question, and
the selection criteria for appointing any person to that position.

Performance objectives and targets

7.

(1) Once a municipality has determined the role profiles for each of its

managers, the performance objectives and targets for each managerial position must be
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detenmned in respect of relevant key performance indicators set by the mummpallty in
terms of sectlon 41 (1 )(a) of the Act

(2) The role profile and the performance objectives and targets ényisége’d in
subitem (1) must form the basis of any contract of employment and any performance
agreement required by section 57(1) of the Act.

Determining the role size of managerial position

-8 ('1) | The object of detenmmng the role size of a managerial pos:tuon is o —
(a) understand the relative position of a manager within the managerial structure; and
(b)  form the basis of comparison for the municipality, both externally and internally.

(2)(a) The role size of a managerial position may be determmed by a numberof job
~_ evaluation methods. _ o _
(b)  Subject to any collective agreement on any particular method, a municipality should
choose a job evaluation method for determining the role size of a managerial positiqn'
that is— _ e L :
(i) participative and team based; and
(i)  transparent. |

Surveys

9. (1)  The role size of a managerial position allows a municipality to compare the
remuneration paid to an incumbent of such a position with similar role sizes at other
municipalities and in the private and public sectors generally.

(2) The data for the comparison may either be commissioned or drawn from
published remuneration surveys.

| 3) Ifa munlclpahty utilises a published remunerat:on survey to. compare role
sizes, the municipality must — o
(@) identify the particular position to be used as benchmark, based on the role proﬁl'e
and role size of the managerial position to be evaluated; and
(b)  take into account the total cost of employment.
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Develo_p_ment of -p_ay line

1.0.. . _(1) A munlcnpallty should develop a desired pay Iine for each manager]al posrtion
' based on the following factors: \ '

(@) Internal equity;

(Q)_ extemal equity;

(c) affordablllty, and :
(d) 'the re!atwe progressuon of pay based on role size.

i@y~ Once a desnred pay line has been developed as envisaged by subitem (1),
the mummpalrty should then determine the acceptable range of the total cost of
employment around the pay_ line in respect of each role size. - '

Determination of mariager’s salary

1‘i. (1) Subject to item 12, a person appointed to a managerial positlon should be
pald a salary that falls within the salary range determined in accordance with |tem 10.

ks (2)(a) A manager’s position within the appllcable salary range should be based on
the following factors: Lt
(i) ~ Previous experience,
(i)  capabilities and skills;
(i)  expertise; and
(w) .a'ffordability. _

'(b-) The factors referred to in paragraph (a) must be applled objectively and
conmstenﬂy : - o 3 -

Exceptions .

12. (1) R munlclpahty may depart from the gmdehnes set out In item 11 in
except:onal clrcumstances which c:rcumstances may mclude- '

(@) the need to attract key individuals; or :

(b)' the need to retain key individuals.
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(2) Before appointing a manager on a salary outside the determined salary
range, the person or committee responsible for appointments should- .
(a)  report such exceptron to the Executive Mayor or the Executive Committee of that'
municipality, as the case may be;
(b)  provide a justification for the departure from the determined sa!ary ranges ‘and _
(c) obtain the approval of the Executive Mayor or Executive Commrttee as the case
may be, for such an apporntrnent N

Performance related pay _

13. (1) A municipality determrnes—

(@) the percentage of remuneration that constitutes performanoe related pay, and

(b)  the formula to determine the bonus allocation based on the meetlng or exceedrng of
performance objectrves and targets. '

(2) Performance related pay should be in the form of bonuses and shouid not.
form part of the determrnatron of totar cost of employment. This means annual increases to'
the total cost of employment should not take performance into account but should be
based on factors such as market movements and rnﬂatron

Adjustments to remuneration .

14. (1)  Any adjustment to the remuneration of a rnanager should be baeed on a
municipality’s remuneration policy‘_for managers.

(2) A municipality's remuneration policy for managers should be periodically.

reviewed in terms of these guidelines, but-_the remuneration policy should at least be
~ reviewed and amended before any annual increase is granted to a manager.

Short title

15.  These guidelines are oalled the Guidelines on Remuneratron of Managers in Local
Government, 2001. :
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Dog ate your Gazette?
... read it online
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A new information Portal keeping you up to date with news, legislation,
the Parliamentary programme and which is the largest pool of SA Gazette
information available on the Web.

Easily accessible through the www!

- Government Gazettes - from January 1994

- Compilations of all Indexes pertaining to the past week's Government Gazettes

- All Provincial Gazettes - from September 1995

- Parliamentary Bills - as of January 1999

Available in full-text, with keyword searching

Sabinet Online scans, formats, edits and organize information for you. Diagrams and forms
included as images.

No stacks of printed gazettes - all on computer. Think of the storage space you save.

Offer Bill Tracker - complementing the SA Gazettes products.

For easy electronic access to full-text gazette info, subscribe to the SA Gazettes from
Sabinet Online. Please visit us at www.sagazettes.co.za

Tel: (012) 663-4954, Fax: (012) 663-3543, Toll free: 0800 11 11 73, e-mail: info@sabinet.co.za, www: hitp:/Avww.sabinet.co.za
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Loohing fon bach copies and out of print issnes of

The National Library of SA has them!

Let us make your day with the information you need ..

National Library of SA,_ Pretoria Division -
PO Box 397

0001 PRETORIA o
Tel.:(012) 321-8931, Fax: (012) 325-5984
E-mail: infodesk@nlsa.ac.za

T
3050

Sook u ous hopaieis en it duuch wityaises v die
Sfaai‘déoe/wdm /Jmmdade )(’aamzte? |

| DIC Nasnonale Blbhoteek van SA het hulle!

Met ons hoef u nie te'sukkel om inligting te bekom nie ..

Nasionale Blbhoteek van SA, Pretona DlVlSiC _'
Posbus 397 |
000! PRETORIA

Tel.:(012) 321-8931, Faks: (012) 325 5984
E—pos mfodesk@nlsa acza
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