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ANALYSIS: HOUSING BUDGET VOTE 26 

1. Introduction 

The aim of the Department of Housing 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 of Housing 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 and Housing Act (Act107 of 1997) are still the bedrock for the operational models, as well as spending focus for the Department. 

2. Policy Priorities for 2009/10
The Department’s Strategic and Performance Plans for the 2008-2011 financial years indicate the following focus areas:
 

· Providing direct implementation support in respect of delivery of housing and human settlement programmes, as well as policy implementation guidance for other spheres of government and developing their capacity.
· Facilitating co-operation by bringing a multiplicity of parties together (e.g. Memorandum of Understanding signed by the Minister and the banks) and improving dialogue across spheres of government and among partners and stakeholders.
· Providing project support, developing guidelines and providing advisory services to the provinces and municipalities. 

· Intervening to turn around a specific project or projects where blockages to service delivery are being experienced.

The February 2009 State of the Nation Address, acknowledged that Government’s social programmes contributed towards improving the asset base of the poor in the form of housing, with 2.6 million subsidised houses provided.
 However, the President cautioned that Government could still improve on the manner in which it delivers housing services.  Further, the President cited the objectives of the Growth and Development Summit, which include halving unemployment and poverty, especially improving the performance of the housing sector. 
3. Budget Analysis 
Table 26.1

	Programme
	Budget
	Nominal Rand change
	Real Rand change
	Nominal % change
	Real % change
	

	R million
	2008/09
	2009/10
	2010/11
	2011/12
	2008/09 - 2009/10
	2008/09 - 2009/10
	

	Administration
	128.1
	198.5
	192.3
	202.7
	  70.4
	  60.2
	54.96 
per cent
	47.02 
per cent
	

	Housing Policy, Research and Monitoring
	31.5
	58.0
	59.2
	62.8
	  26.5
	  23.5
	84.13 
per cent
	74.69 
per cent
	

	Housing Planning and Delivery Support
	60.6
	138.5
	142.9
	159.8
	  77.9
	  70.8
	128.55 per cent
	116.84 per cent
	

	Housing Development Finance
	10 456.5
	13 011.3
	15 548.3
	17 789.3
	 2 554.8
	 1 888.2
	24.43
per cent
	18.06
 per cent
	

	Strategic Relations and Governance
	251.8
	182.2
	194.9
	195.9
	-  69.6
	-  78.9
	-27.64 per cent
	-31.35 per cent
	

	TOTAL
	10 928.5
	13 588.5
	16 137.6
	18 410.5
	 2 660.0
	 1 963.8
	24.34 per cent
	17.97 per cent
	

	
	
	
	
	
	
	
	
	
	


National Treasury, 2009 (Vote 26- Department of Housing)
The Department of Housing’s budget allocated for 2009/10 is R13.588 billion, representing a nominal increase of 24.3 percent and 16.1 percent in real terms. In terms of the national appropriation by vote (before direct charges), the 2009/10 allocation to the Department constitutes 3.16 percent. 

Departmental expenditure is dominated by transfers and subsidies, which constitute 95.3 percent of its total allocation for 2009/10. A total of R12.965 billion will be transferred in 2009/10.

Over the medium term, the budget is set to grow to R16.137 billion in 2010/11, and R18.410 billion in 2011/12. Further, additional allocations over the MTEF period are aimed at:

· The establishment and operational costs of the Housing Development Agency (R20 million, R40 million and R60 million).

· The recapitalisation of the Rural Housing Loan Fund (R50 million in 2010/11 and 2011/12 respectively).

· The Integrated Housing and Human Settlement grant (R711.5 million, 804.1 million and R2.1 billion). This figure includes R100 million in 2010/11 and R400 million in 2011/12 for Khutsong resettlement project.

The departmental revenue is generated mainly from repaid loans and advances to employees. The Department anticipates that its revenue will increase from R1.1 million in 2008/09 to R2.8 million since subsidies fraudulently issued to government officials will be repaid. However, it is projected that revenue will decrease to R510 million and R540 million in 2010/1 and 2011/12 respectively.

4. Programme Analysis

Programme 1: Administration aims to provide strategic leadership, administrative and management support services to the Department. 
In the 2009/10 financial year, the Administration programme receives R198.5 million which indicates a 54.96 percent increase in nominal terms and a 47.02 percent increase in real terms. The increase in the allocation to this programme is mainly due to the compensation of employees for specialised in human resource management (which increase from R44.1 in million 2008/09 to R72.6 million in 2009/10).
 The additional resources are aimed at enhancing internal audit, risk management and special investigation function in the Department. It is anticipated that the enhancement of human resource personnel will impact significantly in addressing corruption related to the housing allocation process. Further, the allocation to employee bursaries increased from R400 000 the previous year, to R900 000. This indicates real growth of 113.4 percent from 2008/09. It is imperative to state that the nominal increase of 54.6 percent for this programme is in accordance with the strategic objectives of this programme which aims providing the Department with sound legal services, advice and legal opinions that will expedite service delivery. 

An economic classification of the Department’s budget indicates that it has significantly increased the allocation of funds for consultation and professional services, i.e. 55.2 percent in real terms. In this regard, business and advisory services increases from R16.1 million to R23.2 million in 2009/10, while legal cost increases from R1.5 million in 2008/09 financial year to R5.6 million in 2009/10. This indicates Department’s commitment in providing corporate support to the Department that will enhance the quality of work life, which is in alignment with the strategic objectives of this programme.

Another classification that has experienced significant growth is that for subsistence and travel, i.e. from R14.1 million to R25.9 million. In real terms, this allocation increased with 74.2 percent from the previous year. However, the Department does not provide reasons contributed to the increase of subsistence and travel allowance and how this increase will impact on attaining the tenets of the Comprehensive Housing Plan, which prioritises the investment of infrastructure and human capital in housing delivery initiatives. It is worth noting that the budget allocation increase of the programme is in accordance with the programme’s strategic objective in providing oversight management of housing institutions and monitor, analyse and identify housing finance investment opportunities.  

Programme 2: Housing Policy, Research and Monitoring is responsible for developing and promoting human settlement and housing policies supported by a responsive research agenda. Further, it seeks to monitor and assess the implementation, performance and impact of national housing policies and programmes. The Strategic and Performance Plans for 2008-2011 of the Department outlines the strategic objectives of the programme including developing and promoting national human settlement and housing policies; managing and coordinating responsive research and integrated human settlements. Another strategic objective of the programme includes monitoring and evaluating the planning, implementing and performance of national housing policies and assessing the impact thereof. 

Programme 2, although it constitutes the smallest of the departmental allocation, experienced significant growth real of 74.6 percent from the previous year. Its allocation of R58.0 million indicates a nominal increase of 84.13 per cent from the previous allocation of R31.5 million. Programme 2 consists of four sub-programmes namely, Management, Policy Development, Research, and Monitoring and Evaluation. Growth in expenditure for Programme 2 is stimulated by the need to enhance the research, as well as monitoring and evaluation capacity within the department. 

Expenditure is dominated by the Monitoring and Evaluation sub-programme, which received 40.9 percent of Programme 2’s allocation.  The Monitoring and Evaluation sub-programme received an allocation of R23.8 million for the 2009/10 financial year, which aligns with the programme’s strategic objective that aims at monitoring and evaluating the planning, implementation and performance of national housing policies and assess the impact therefore. It is anticipated therefore that the 86.6 percent real increase is envisaged to improve the monitoring and evaluation of the operational models guiding the implementation of the principles of the Comprehensive Housing Plan. Further, the Research sub-programme experienced strongest growth (186 percent) from the previous financial year. The Research allocation grew from R6.9 million in 2008/09 to R20.8 million 2009/10. 
As indicated above, the Department is strengthening its research, as well as monitoring and evaluation capacity. In this regard, compensation of employees experienced real increase of 62.8 percent to reach R29.7 million in 2009/10. Accordingly, the allocation to travel and subsistence also increased significantly, i.e. with 101.6 percent in real terms. Programme 2’s travel and subsistence allocation grew from R2.4 million in 2008/09 to R5.1 million 2009/10. The latter increase makes provision for increased travelling for the monitoring of housing projects across provinces and municipalities. 

It is worth noting that under current payments, the department has doubled the allocation of funds to consultants and professional services from R700 000 in 2008/09 to R2.6 million in 2009/10. The Department under has not increased allocation for the bursaries of employees, instead it remains constant at R500 000. Further, the allocation to the training and development decreased by 53 percent on nominal terms from R1.7 million in 2008/09 to R800 000 in 2009/10. 

Programme 3: Housing Planning and Delivery Support aims at supporting implementation and delivery, building capacity, and liaising and communicating with stakeholders for effective housing and human settlement programmes. Programme 3 consists of seven sub-programmes namely; Management, Programme Implementation Support, Rental Housing and People’s Housing Process, Stakeholder Mobilisation, Capacity Development, Priority Projects, and Human Settlement Planning. As a result of these sub-programmes which further aim at managing relations, mobilise and collaborate with sector stakeholders received. This has resulted to the double increase of budget allocated to this programme.  

In the 2009/10 financial year, Programme 3’s allocation more than doubles from the previous year, i.e. a 116 percent real increase. The 2009/10 allocation constitutes R138.5 million, compared to R60.6 million in 2008/09. It also constitutes the bulk (95.7 percent) of the overall allocation to the Department. 

The Capacity Development sub-programme receives the largest proportion (28.4 percent) of the total budget for Programme 3. In the 2008/09 financial year, the Capacity Development sub-programme received R21.1 million compared to R39.3 million in 2009/10. This 76.1 percent real increase is intended for supplementing the capacity of the provincial housing departments. For instance the Department deployed a team to the Eastern Cape department of housing to address poor spending performance and declining housing delivery in the province.
 This budget increase is in accordance with the strategic objective of this programme which aims to provide support to provinces and municipalities to implement housing and human settlement programmes and projects.

Most of the sub-programmes under Programme 3 received at least double their allocation from the previous financial year. For instance, expenditure for the Rental Housing and People’s Housing Process sub-programme, increased with 148.7 percent in real terms (from R10.3 million in 2008/09 to R27.0 million in 2009/10). It is critical that this sub-programme’s resource allocation is in accordance with its objectives. These include the facilitation of rental and social housing uptake, and accelerating the People’s Housing Process programmes to increase the delivery of rental and social housing. This suggests that the operational models currently utilised by the Department should seek to enhance the strategic objectives of this programme, which include providing support to provinces and municipalities. In the 2009 Estimates of the National Expenditure, the Department states that inadequate intergovernmental relations negatively affect the pace of housing delivery. However, it is still unclear as to how the Department intends addressing this existing challenge. 
Expenditure under the Priority Projects sub-programme increased with 228.2 percent in real terms (from R5.0 million in 2008/09 to R17.3 million 2009/10). This increase suggests the Department’s commitment to improving the delivery rate of housing projects, including blocked projects, by providing technical support to provinces and municipalities. This allocation is aligned with the sub-programme’s strategic objectives, which include managing and ensuring the successful implementation of all human settlement related priority projects identified by the Department. The Programme Implementation Support sub-programme experienced real growth of 199.6 percent (from R5.7 million in 2008/09 to R18.0 million in 2009/10). This allocation supports the Department’s commitment to improved housing development planning through aligning municipal and provincial multi-year housing development plans. In attempt to ensure effective participation of the private housing sector, the Department has increased funding for Stakeholder Mobilisation from R7.3 million in 2008/09 financial year to R19.8 million in 2009/10 (157.3 percent real increase). In this regard, the Department has concluded Memorandums of Understanding (MOUs) with Intersite, Development Bank of Southern Africa (DBSA), Anglo Platinum and Umsobomvu Youth Fund to ensure land availability for housing development through effective participation of youth in housing development initiatives. 

The Department’s commitment to enhancing institutional capacity at provincial and municipal levels (as discussed above), are also reflected in expenditure trends under Programme 3’s economic classification. Compensation of employees grew from R25.8 million in 2008/09 to R53.8 million in the 2009/10 financial year (i.e. 97.3 percent real increase). This growth is aligned with the Department’s intention of managing training and skills development, measured by the availability of capacity to undertake roles and responsibilities within applicable standards. It is worth noting that the Department has increased budget allocation to consultants and professional services from R8.5 million in 2008/09 financial year to R19.9 million in 2009/10 financial year.  Further, the Department has doubled its allocation for travel and subsistence allowance from R10.2 million in 2008/09 financial year to R24.9 million in 2009/10 financial year. In this regard, however, it remains unclear as to why the Department has decreased its budget allocation for Training and Development from R2.4 million in 2008/09 financial year to R1.9 million in 2009/10.  

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 five sub-programmes, namely, Management, Financial and Funds Management, Housing Equity, Integrated Housing and Human Settlement Development grant and Contribution.
For 2009/10, Programme 4 received an allocation of R13.0 billion, compared to R10.5 billion the previous financial year. This suggests a 24.4 percent increase in nominal terms (18.06 percent in real terms). Expenditure under Programme 4 is dominated by the Integrated Housing and Human Settlement Development Grant sub-programme, which proportionally represents 95.6 percent of the overall programme allocation. The 2009/10 allocation for the Integrated Housing and Human Settlement Development grant constitutes R12.442 billion, compared to R10.177 billion the previous financial year. This substantial allocation accounts for the transfer of conditional grants to provincial housing departments. 

The Financial and Fund Management sub-programme increased from R33.5 million in 2008/09 to R187.3 million in 2009/10 (i.e. 62.9 percent real increase). Growth in this sub-programme emanates from the strategic objectives and measures of this programme, which include the improvement of the expenditure efficiency of provinces on housing delivery by providing financial and grant management support for the integrated housing and human settlement, development grant and business planning and reporting support in line with the Division of Revenue Act (DORA).

In terms of the current payments, the external audit costs for the Housing Development Finance programme increased with 59.7 percent (from R3.8 million in 2008/09 to R6.4 million in 2009/10). The increase illustrates the Department’s commitment to ensuring effective financial management by maintaining adequate controls and systems, which will be measured by compliance with established practices.  Unlike the case for other programmes, payments to consultants and professional services declines (95.1 percent in real terms) from R7.8 million in 2008/09 to R400 000 in 2009/10. On the other hand, the allocation for Travel and Subsistence allowance has doubled from R3.0 million in 2008/09 financial year to R6.1 million in 2009/10 financial year. 
The Department increased its allocation for the compensation of employees from R20.3 million in 2008/09 financial year, to R28.0 million in 2009/10 financial year (30.8 percent in real terms).
Programme 5: Strategic Relations and Governance aims to coordinate the Department’s mandate within the intergovernmental relations framework, manage international relations, and promote good governance practices within the Department and its public entities. The programme further intends to provide timely and integrated business information to the Department. Programme 5 consists of eight sub-programmes: Management, Management Information Services, Intergovernmental and International Relations, Communication, Housing Institutions, Strategic Management, Transformation and Contributions.
Expenditure under Programme 5 declined in real terms with 31.3 percent (from R251.8 million in 2008/09 to R182.2 million in 2009/10). This decline is the result of a once off allocation for establishing the Housing Development Agency in 2008/09, as well as changing priorities in the Intergovernmental and International Relations sub-programme. This sub-programme declines with 68.2 percent in real terms (from R63.3 million in 2008/09 to R21.1 million 2009/10). Previous expenditure (2007/08 and 2008/09) under Programme 5 was also stimulated by the Breaking New Ground communications campaign. However, the shift in communications expenditure is also reflected in decline in funding for the following goods and services: advertising (from R88 million in 2008/09 to R38.2 million 2009/20), and communication (from R1.6 million in 2008/09 to R1.4 million 2009/10). 

The Communication sub-programme receives R67.9 million in 2009/10 financial year, which constitutes 37.2 per cent of the programme’s budget. While still sizeable, its allocation declines with 20.9 percent in real terms from R81.5 million allocated the previous year. 

In its 2007/08 Annual Report, the Department reported to Parliament that inadequate intergovernmental coordination is one of the key challenges hampering rapid rate of housing delivery. However, the sub-programme aimed at facilitating the Department’s participation in and management of intergovernmental and international relations declines in real terms from the previous financial year. 
5. Key issues for consideration by Parliament

· In the 2009 Estimates of the National Expenditure and the 2008 Department of Housing Annual Report
, the Department indicated inadequate intergovernmental coordination as a major hindrance in accelerating the pace of housing delivery. The presented strategic objectives entailed coordination of sector department’s involvement in human settlement development and provision of functional, support, training and data quality services to Provincial housing departments and accredited municipalities.  The Department should provide feedback on progress made, especially within the context of a declining budget for such function.

· It is recommended that Parliament ascertains the progress report regarding the implementation and operational models of the Housing Development Agency. The Department should further inform Parliament on the budget that has been allocated to the Housing Development Agency (HDA) to ensure effective expenditure of funds for housing development initiatives.
· The strategic objectives and measures for Housing Policy, Research and Monitoring programme are guided by the service delivery and spending focus of the programme, which include enabling housing authorities to address the housing needs of farm residents by ensuring that farm worker are fully engaged in the settlement planning process. The Department should brief Parliament on the operational models as well as monitoring and evaluation methodologies to effectively and efficiently execute this initiative. 
· The economic classification of programmes (3, 4 and 5) for the Department illustrates a significant increase in expenditure on travel and subsistence. The Department should present to Parliament the methodologies used to adjust this increase.  
· Parliament should explore the allocation to Thubelisha Home to the value of R6.3 million in 2009/10 an and R6.6 million in 2010/11, given the fact that the Department has reported that Thubelisha Homes will cease to function as its public entity due to the launch of the Housing Development Agency on 2 March 2009.
 
· The Housing Development Agency (HDA) received a sizeable allocation of R49.7 million for 2009/10. Since the Agency was only launched in March 2009, it becomes critical for Parliament to monitor progress in this regard, especially the capacity of the Agency to spend funding within the framework of sound financial management principles.

· In its 2007/08 Annual Report, the Department reported that inadequate intergovernmental relations impact negatively on its ability to accelerate the rate of housing delivery. However, the expenditure of the sub-programme responsible for this function declines with 68.2 percent, taking into account the effect of inflation. Parliament should therefore closely monitor progress in this regard, especially in terms of how decreased funding impact on the Department’s ability to facilitate enhanced intergovernmental relations.. 
· The Department received additional funding to the value of R100 million in 2010/11 and R400 million in 2011/12 for the Khutsong resettlement project. Parliament should monitor progress in this regard.
· The Department significantly increased funding to the Financial and Fund Management sub-programme to ensure financial and grant management support to provinces. Parliament should request regular updates from the Department on progress, as well as continued challenges in this regard.
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