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ANALYSIS: HUMAN SETTLEMENTS BUDGET VOTE 31   
1. Introduction 
The Constitution places an obligation on the State to provide access to adequate housing to its citizens. As the custodian of the housing sector, the Department of Human Settlements has developed strategies, policies and programmes to ensure the progressive realisation of this right. The comprehensive plan for the development of sustainable human settlements, approved in 2005 and the revised Housing Code, published in 2009, mark a conceptual shift away from the mandate of providing shelter, to supporting the residential property market. The Housing Code allows for access to housing and services for low income families and ensures greater choice in quality, location and ownership.
 
The aim of the Department of Human Settlement is to determine, finance, promote, coordinate, communicate and monitor the implementation of housing policy and human settlements.
 Since the formulation of the Comprehensive Housing Plan in 2004, the Department has conducted various initiatives to enhance the creation of integrated, coordinated and sustainable human settlements. These initiatives include the formulation of Farm Worker/ Occupier Housing Assistance Programme and the launch of Housing Development Agency. Section 26 of the Constitution of the Republic of South Africa 1996 and Housing Act (Act No.107 of 1997) are still considered the foundation for the operational models, as well as spending focus of the Department. 

2. Policy Priorities for 2013 - 2016
2.1 Strategic priorities
The Department’s Strategic and Performance Plans for the 2013/14 - 2015/16 financial years indicate the following focus areas:
 

· Accelerate the delivery of housing as a key strategy for poverty alleviation,

· Utilizing provision of housing as a major job creation strategy,

· Ensuring property can be accessed by all as an asset for wealth creation and empowerment,

· Leveraging growth in the economy,

· Combating crime, promoting social cohesion and improving quality of life for the poor,

· Supporting the functioning of the entire single residential property market to reduce duality within the sector by breaking the barriers between the first economy residential property boom and second economy slump,

· Utilizing housing as an instrument for the development of sustainable human settlements, in support of spatial restructuring
.

2.2. Delivery Agreement for Outcome 8:
The January 2010 Cabinet Lekgotla accepted an Outcome-Based Approach to service delivery. For each outcome, a limited number of measurable outputs with targets.  Each output is linked to a set of activities as prepared by the Presidency.  While a total of 12 Outcomes were identified, Outcome 8 speaks directly to Human Settlement targets.  Outcome 8 seeks to “create sustainable human settlements and improve the quality of household life”.The delivery agreement for Outcome sets 2014 targets for:

· Upgrading 400 000 informal settlement households at an estimated cost of R19.2 billion, including the provision of bulk infrastructure.

· Delivering 80 000 rental units.

· Increasing the provision of basic services, including increasing access to sanitation from 69 percent to 100 percent.

· Financing 600 000 housing opportunities for people in the R3 500 – R12 800 income bracket. 

· Releasing 6 250 hectares of well located state-owned land for delivery of sustainable human settlements. 

2.3. State of the Nation Address
The following key issues have been highlighted and are relating to the Human Settlements sector:
· Building housing and other services to revitalize mining towns, as part of the October 2012 agreement between business, government and labour.

· Upgrading or conversion of hostels into family units.

·  Developing a sustainable energy mix that comprises coal, solar, wind, hydro, gas, and nuclear energy.

· Providing support to Moqhaka Local Municipality in the Free State with the eradication of the bucket system and open toilet challenges.

2. Performance and Service Delivery Information
The 2013/14 financial year saw the implementation of the turnaround strategy. One of the critical components of the turnaround strategy is a new organisational structure, which had to be implemented within the confines of the existing budget structure.  As a result there was a need during the year to put some measures in place to manage the non-alignment between the budgets structure and the new organisational structure. A request by the Department for approval by the National Treasury of a new budget structure aligned to the organisational structure was not successful, which means that the Department must find a way of managing this non-alignment while pursuing the matter further with the National Treasury.

As in previous years some prioritised areas required additional funding and others were reduced. A large percentage of the budget continued to be grants and transfer payments. Due to low performance by provinces, R330.9 mil of the Human Settlement Development Grant was stopped in terms of the Division of Revenue Act, and thus not transferred to provinces. The provinces affected by this action were the Eastern Cape (R284.8 mil) and Limpopo (R46 mil). This has increased the amount of unspent funds.

The Department has materially under-spent the budget on Programme 4 (sub programme Rural Household Infrastructure Grant). As a consequence, the Department did not achieve certain of its objectives to provide sanitation services to the rural communities.
 
The Financial and Fiscal Commission (FFC) argued that the increase in the Department’s   budget allocation is not aligned to the delivery on the ground. In fact, the FFC stated that the delivery in units is decreasing contrary to the increase in budget.

The FFC reported that the department expenditure trends from 2009/10 to 2012/13 were at 98% average spending performance.  In 2012/13 financial year the performance was poor due to poor performance of RHIG and the Human Settlement Development Grant (HSDG) where the Department terminated the transferring of the grant to Eastern Cape and Limpopo 
provinces. 
The FFC also confirmed that the HSDG performance which resulted in the halting or withdrawal of funding in the Limpopo and Eastern Cape was also highlighted, as it might have lowered the budget expenditure. The non-filling of vacant post was also highlighted as a huge challenge that has been recurring even in the previous financial years.

It was stated that the Housing Development Agency (HDA) surpassed or exceeded by far (359%), its delivery targets of sourcing suitable land for human settlements development. The FFC has recommended that the HDA should look into revisiting its delivery targets with a view to increase its target of 6 250. This came as the Committee stated that the land question is still a thorny issue, and the HDA should continue with its work of identifying suitable land. 

3. Budget Analysis
This budget analysis uses both the nominal and real value of allocations to programmes and sub programmes.  The nominal value refers to a value expressed in money term, i.e. a currency such as Rand value. The real value, however, adjusts nominal value to remove effects of price changes over time, i.e. the effects of inflation.  Real increases/ decreases in allocations will, therefore, take into account the effects of inflation on the monetary allocation to a programme or sub programme. 

Table 1: Allocation to main programmes for Department of Human Settlements, 2013/14 – 2015/17
	Programme
	Budget
	Nominal Rand change
	Real Rand change
	Nominal % change
	Real % change

	R million
	2013/14
	2014/15
	2015/16
	2016/17
	 2013/14-2014/15
	 2013/14-2014/15

	Administration
	  422.4
	  425.9
	  445.6
	  472.0
	  3.5
	-  21.4
	0.83 
	-5.06 

	Human Settlements Policy, Strategy and Planning
	  84.1
	  89.4
	  94.3
	100.3
	5.3
	0.1
	6.30 
	0.10 

	Programme Delivery Support
	  261.7
	  298.5
	  307.7
	  325.4
	  36.8
	  19.4
	14.06 
	7.40 

	Housing Development Finance
	 27 487.3
	 29 707.6
	 31 994.7
	 33 554.8
	 2 220.3
	  486.0
	8.08 
	1.77 

	TOTAL
	 28 255.5
	 30 521.4
	 32 837.4
	 34 446.5
	 2 265.9
	  484.0
	8.02 
	1.71

	
	
	
	
	
	
	
	
	


Figure 1: Allocation per main programme
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The Department of Human Settlements budget allocation for 2014/15 is R30.5 billion. This reflects a nominal increase of 8.02 per cent or an increase of 1.71 per cent in real terms when compared to the allocation of R28.2 billion for the 2013/14 financial year.
Real changes (calculating the effect of inflation) in expenditure of the four main programmes for 2014/15 is:

· Administration: -5.06 per cent
· Human Settlements Policy, Strategy and Planning: 0.10 per cent
· Programme Delivery Support: 7.40 per cent
· Housing Development Finance: 1.77 per cent
The Housing Development Finance programme is the main proponent of growth in the Department and constitutes 97.3 percent of the Department’s budget. This programme is comprised of the following sub-programmes:
4. Programme Analysis

4.1. Programme 1
Programme 1: Administration aims to provide strategic leadership, administrative and management support services to the Department. 

In the 2014/15 financial year this Programme receives an allocation of R425.9 million. This allocation reflects a 0.83 percent increase in nominal terms and 5.06 percent decline in real terms.
Expenditure is dominated by both the Departmental Management and Corporate 
Services sub programmes, which constitutes 72.5 per cent of the overall programme allocation. 
4.2. Programme 2

Programme 2: Human Settlement Policy, Strategy and Planning is responsible for the following: compliance with human settlements governance frameworks, norms and standards, the drafting of the human settlements macro strategy and related sector plan. It is also tasked with the rollout of human settlements programmes, facilitation of the accreditation of 27 municipalities by 2014 to administer the national and human settlements programmes and thereby improving the cooperation and collaboration in the sector relations. 
Although Programme 2 constitutes the smallest portion of the departmental allocation (0.3%). Expenditure in Programme 2 increased from R84.1 million the previous year to R89.4 million the current financial year, resulting in a 6.30 per cent nominal and 0.10 per cent real increase. 

The sub-programme Human Settlements Strategy and Planning, dominates expenditure in Programme 2, with a budget of R53.7 million, representing an increase of 6.55 per cent in nominal terms or 0.33 per cent in real terms. This is mainly due to the strengthening of the planning process in the provinces and municipalities to develop a programmatic approach to human settlements development planning. Spending on consultants is expected to decrease over the MTEF period as the programme evaluations in terms of the national evaluation plan are completed. 
4.3. Programme 3

Programme 3: Program Delivery Support aims at execution of human settlements programmes and projects and oversee the implementation of the household sanitation programme. This Programme consists of the following five sub-programmes: Management of Programme Delivery Support, Programme Implementation Facilitation, Technical Capacity Development, Programme and Project Planning Support and the National Support Programme

Compared to the previous financial year, budget allocation for Programme 3 increased from R 261.7 million in 2013/14 to R298.5 million. This reflects a increase of 14.06 percent in nominal terms, and 7.40 per cent increase in real terms, compared to the previous years. This is due to an increased focus on the national upgrading support programme and spending on consultants and professional services. This also includes providing technical support to 53 municipalities through the national upgrading support programme. 
Expenditure on consultants and professional services increase from R107.1 million the previous financial year to R131.1 million in 2014/15, resulting in a nominal increase of 22.4 per cent (real 15.26 per cent). Significant increase is due to project level technical assistance which will be provided to 53 municipalities through the national upgrading programme and the rural sanitation programme. Monitoring the performance of human settlements and sanitation projects results in considerable increase in subsistence and travel (S&T) from R14.4 million to R17.2 million, effectively resulting in a 19.4 per cent nominal (12.47 real) increase.
Compensation of employees shows strong growth over the medium term (2014/15 – 2016/17), increasing with 8.6 per cent in nominal terms from R107.7 million the previous financial year to R117 million in the current financial year. This increase in expenditure on compensation of employees is the result of the drive to reduce the vacancy rate in this programme.

4.4. Programme 4:

Programme 4: Housing Development Finance aims to fund housing and human settlement development programmes. Further, it provides financial and grant management services. In addition it seeks to promote investment in housing finance, mobilise and promote financial integrity within housing institutions, as well as managing all matters provided for by the Home Loan and Mortgage Disclosure Act (2000). 
Programme 4 consists of eight sub-programmes, namely, Management, Housing development finance, Chief Investment Officer, Human Settlements Development Grant, Contributions, Rural Household Infrastructure Grant, Urban Development Settlement grant and Municipal Human Settlement Capacity.

For 2014/15, Programme 4 received an allocation of about R29.7 billion compared to R27.4 billion in the 2012/13 financial year. This reflects an increase of 8.08 per cent in nominal terms and 1.77 per cent increase in real terms. The bulk of expenditure in Programme 4 is in the form of transfers, i.e. 96.7 per cent of the budget is transferred to provinces, municipalities (through four conditional grants), as well as to the departmental entities. The following conditional grants are administered by the Department:
· Human Settlement Development Grant (HDSG), which receives R17.9 billion. The service delivery output for this grant is ensuring that houses are completed and sites serviced.

· Urban Settlements Development Grant (USDG), which receives R10.2 billion. The service delivery output for this grant is ensuring bulk infrastructure is installed.

· The Rural Household Infrastructure Grant (RHIG), which received R113.1 million, is intended for on-site sanitation provision in rural sanitation.
· Municipal Human Settlements Capacity which received R300 million. This is a new grant aimed at developing capacity of municipalities expected to be assigned the housing function.
In terms of capital expenditure, a total of R113.1 million is allocated to the RHIG. RHIG was established in 2010/11 with the aim of eradicating water and sanitation backlogs over a three-year period.
 The grant facilitates community involvement in the creation and maintenance of facilities, thereby creating employment and ensuring sustainability and cost effectiveness. RHIG plays an important role in aligning the Department with the massive investment in the infrastructure programme announced by the President in the State of Nation address.
 

Expenditure under Programme 4 is dominated by the Human Settlements Development Grant sub-programme, which increases from R17.028 billion in 2013/14 to R17.9 billion in 2014/15. This reflects a nominal increase of 5.6 per cent and 0.56 percent decrease in real terms. 
The Urban Settlements Development Grant increases in real terms with 13.31 per cent nominal change (6.69 real increase) from R9.1 billion in the 2013/14 to R10.2 billion financial. RHIG decreases from R207.2 million to 113.1 million (nominal decline of 45.4 per cent and real decline of 48.6 per cent).
The four types of grants located in Programme 4 are critical for giving effect to the commitments articulated both in the 2014 State of the Nation Address, as well as Outcome 8. In this regard, South Africa should by 2014, have increased access to sanitation services to 100%, as well as upgrade 400 000 informal settlement households. Together, these commitments also give effect to the achievement of the Millennium Development Goals (MDGs), which committed government to:

· By 2015, halving the proportion of the population without sustainable access to safe drinking water and basic sanitation.

· By 2020, achieving a significant improvement in the lives of at least 100 million slum dwellers.

5. Key issues for consideration 
· The Department must explain why has the programme 1 (Administration) continuing to experience a decline? Is it because of the restructuring of the department and high vacancy rate, following the adoption of the turnaround strategy. 
· It is recommended that the Department brief Parliament about the new programme structure and it its relevance to the Outcome 8.  
·  Provinces and Municipalities receives a substantial amounts of conditional grants and as provided by the Division of Revenue Act (DORA). The Department should provide an overview of the conditional grants, focussing on the RHIG which decline with 48.6 per cent in real terms.
· The Municipal Human Settlement Capacity is a new grant. The Department should provide an overview, as well as performance targets set.
· Transfers to departmental entities declined from R1.15 billion to R1.0 billion the previous financial year (12.9 per cent nominal decline and 18.01 per cent real decline). The Department should provide background to the budgetary decline and its impact on the targets set through Outcome 8, as well as progress towards the Millennium Development Goals.
· To what extend is the Department working towards, improving the expenditure efficiency of provinces and metropolitan municipalities on housing delivery and sanitation services? 

· It is recommended that Parliament monitor the ongoing financial and grant management support, as well as business planning and reporting mechanism, in line with the annual DORA. 
· The Department target for 2011/12 financial year was to support the development of 20 000 units. However, less than half of this target was achieved as 5 813 units were delivered. The reasons provided by the Department for failure to achieve this target were as follows: limited funding, delays in the approval plans and released of the land.
To date what has the Department done to address?
· The accreditation of municipalities has been slow to date, with the achievement of level 3 accreditation still a major challenge for municipalities. SALGA reports that despite a clear framework with respect to accreditation of municipalities to perform certain functions, implementation requires more attention – especially cooperation between the provincial and municipal spheres of government. According to SALGA some provinces are reluctant to hand over the full programme management and administration functions, as envisaged by the Municipal Accreditation Framework (MAF) – instead current and problematic projects which are destined to fail are handed over. Another challenge reported by SALGA is that provinces insist on retaining contract management functions – in essence provinces will therefore continue to approve projects and procure services on behalf of municipalities. The committee should consider a briefing by all stakeholders on the implementation of the MAF with respect to human settlements – and identify relevant challenges in this regard.
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