
[image: image1.png]children’s
institute

» child rights in focus

Research « Advocacy » Education





Recommendations for inclusion

in the Budget Review and Recommendations Report

of the Portfolio Committee on Social Development

From the Children’s Institute, UCT 
21 October 2010

Paula Proudlock – paula.proudlock@uct.ac.za
Introduction
The Children’s Institute has been conducting budget research since 2007 with a focus on the Children’s Act. We are interested in participating in the budget decision making processes in National Parliament. However, there has not been an opportunity for the public to make submissions to the Portfolio Committee’s prior to the finalization of their Budget Review and Recommendations Report. We therefore send you this short written submission in the hope that some of our suggestions can be heard and included in your report.  

(1) The Equitable Share Formula – does not contain a component on social development services

Social development services for vulnerable groups are mainly delivered at a provincial level, which means that is it important that the provincial departments’ of social development receive adequate budget to enable them to fulfil their service obligations. 

However, evidence shows that social development services (as opposed to social assistance grants, education and health) are not adequately budgeted for at provincial level
. 

One reason for this could be attributable to the fact that the equitable share formula does not include a component that recognises the costs to the provinces of new legislative mandates imposed by national social development legislation. The equitable share formula is the formula that is used by National Treasury to decide how to divide the state revenue between the national government, provincial governments and local governments. The formula includes components for health, education, poverty, basic services, economic, and institutional. It does not have a component for social services to vulnerable groups. The result of the formula is the annual Division of Revenue Bill which is presented to National Parliament in February every year (Note that the Division of Revenue Bill and the equitable share formula therefore fall under the legislative and oversight authority of the National Assembly).
The provincial departments of social development are therefore disadvantaged in the budget bidding process right from the start because the formula does not recognise and cost the social development service obligations borne by the provinces. This means that the money that the provincial treasury receives from national treasury is already less than the province needs. 

At a provincial level, the department’s of social development than have to compete with the other provincial departments for their slice of the budget. Other departments such as health and education which have historical higher allocations than social development services, and who are also recognised within the equitable share, and as national priorities by the ruling party and the Presidency – have greater bargaining power to get bigger slices of the budget. 

Section 214 of the Constitution, provides that the equitable share formula must be created taking into account service delivery mandates imposed on provinces by national legislation. The current formula does not take account of the service obligations on provinces under a range of new social development legislation including the:  
· Children’s Act

· Child Justice Act

· Older Person’s Act

· Prevention of and Treatment for Substance Abuse Act

Provinces will not be able to deliver all the services required under these Acts unless they receive adequate budget to do so from the National Treasury. To ensure that this happens, we recommend that there needs to be an explicit social development services component in the formula. The Financial and Fiscal Commission (FFC) made this recommendation in 2006 already
 but it has never been responded to. 

National Treasury is currently reviewing the equitable share formula. Now is therefore a good time for the Portfolio Committee to get involved so as to ensure that the new formula includes an explicit component for social development services. 

We recommend that the Portfolio Committee:

(a) requests the FFC to come brief it on its 2006 and ongoing recommendations for the inclusion of a social development services component in the equitable share formula

(b) requests National Treasury to brief it on the review of the equitable share and how the Portfolio Committee can participate in this decision making process

(c) recommend in the BRRReport that National Treasury should review the equitable share formula and seriously consider the inclusion of a social development service component in light of the range of new social development service legislation that imposes service delivery obligations on the provincial departments of social development.  

(2) Child Support Grant amount – below inflation increase in 2010

Both the Department’s own research and the Financial and Fiscal Commission (FFC) acknowledge the positive impact that the Child Support Grant (CSG) has on alleviating poverty. The FFC has recommended that the CSG be continued to be expanded. 

Despite this advice, the Finance Minister’s announced in his budget speech in February 2010 that the child support grant (CSG) would increase by only R10 per month, to R250, while all other grants were increased by more than inflation. The Minister acknowledged that this increase for the CSG was below inflation (at 4.4% when it should have been at 6.4%). The Minister explained that the small increase for this year resulted from the fact that the grant was being extended to more children through the age extension. This argument would equally apply to the old age pension, where the extension downwards of the qualifying age for men is still being phased in during 2010/11. However, the old age pension amount was increased by more than inflation, while the child support grant was increased by less than inflation. 
In effect, this below inflation increase means that caregivers who receive the grant for the children in their care will be able to buy less than they did last year for each child. In a time of recession where more caregivers are losing their jobs and struggling to meet the daily needs of their children, we should be at least ensuring that the grant amount keeps pace with inflation. 

In February this year, the Department of Social Development recognised this problem and indicated an intention to do a further inflation related increase for the CSG in October 2010: 

“Mr Selwyn Jehoma, Deputy Director General, Department of Social Development, said he wanted to clear up what seemed to be a trade off of a significant nature. In the discussions between the National Treasury and the DSD there was an agreement on two issues. The first was the need to look at the efficiencies, to reduce leakage in the system. Lessening the leakages would enable government to look again at the increase in the CSG by mid-year. If the 6.4% rate had been applied, this would have increased the grant by R14, but it would not be possible to use these non-rounded figures because of payment processes in provinces. The intention was to increase the grant by another R10 in October, so that on average the increase for the year would be 6.4%, in line with the rate of inflation.” (PMG minutes of the Portfolio Committee on Social Development 24 February 2010)
We recommend that the Committee ask the Minister of Finance to increase the CSG amount by a further R10 in the MTBPS to enable it to be in line with inflation, and the other grant’s increases in 2010. This may require a small adjustment to Programme 2 of the National Department’s budget (2010) and subsequent adjustments for the two outer years (2011 and 2012). 
(3) NPO funding – National Department needs to lead the way on a new policy on funding of NPOs 

Non Profit Organisations receive funding from government to perform services that government is constitutionally and/or statutorily obliged to provide. These services include:

· Child and youth care centres (Children’s Homes, Places of Safety, Shelters for street children)

· Old Age Homes

· Crèches and Early Childhood Development Centres and Programmes

· Drop-in centres for vulnerable children

· Protection services (social worker assessments and court inquiries)

· Home and community base care

· Diversion for children in trouble with the law

· Shelters and homes for women and children fleeing from domestic violence

· Rape and child abuse counselling 

· Family counselling

· Foster care placement and supervision

· Adoption placement

Approximately 60% of the total social development services for vulnerable groups are provided by NPOs (Statement by DDG Dr Maria Mabetoa in her presentation to the Portfolio Committee on 17 August 2010). However, the NPOs receive only partial funding from the provincial departments of social development to perform these services. They have to fund raise from 
local and foreign donors to make up the shortfall. In contrast, if government runs the service itself, government funds the service at full cost plus additional allocations due to various public service obligations. If government contracts a private (for profit) organisation (eg BUSASA) to run a child and youth care centre (eg a place of safety or a secure care centre), they pay BUSASA cost plus profit. 
In NAWONGO v MEC for Social Development in the Free State and Others
 the Free State High Court ruled that the state’s partial funding policy for NPOs is unfair and unreasonable and ordered the Free State Department of Social Development to review its policy and write a new one. 
The judgment gives the example of child and youth care centres (CYCCs). It notes that the Department acknowledges that about 2 000 CYCC beds are needed in Free State for children found in need of such care by courts, yet only 1 085 beds are currently available. Of the 1 085 currently available beds, only about 320 are provided in government-run CYCCs, while the rest are provided by NPOs and were established at a cost (to the NPOs) of “millions of rands” so that they are now able to provide for children in all parts of the province. The Department pays on average R5800 per month/child for the homes that it runs itself. In contrast, the subsidy paid to NPOs is only about R2 000 per month per child. The judgment notes that this means that NPOs are expected to provide three meals per day for each child for only R11,84 per day. The judgment gives similarly worrying estimates in respect of shelters for children living and working on the streets. Here the Department pays the NPOs a subsidy of between R400 to R500 per child per month yet acknowledges that at least R2000 per child per month is needed. The judgment notes that this situation violates the rights of children and other vulnerable groups that are laid down in the Constitution and in other legislation such as the Children’s Act and Older Persons Act. The judge therefore ordered the Free State Department of Social Development to revise its policy on financial awards to NPOs.

The judgement provides guidance to the Department on how it should revise its policy in order for the policy to be reasonable. Firstly – the policy must recognise that the NPOs are providing services that the Department itself is obliged to provide in terms of the Constitution and various laws.  Secondly – the policy must have a fair, equitable and transparent method of determining how much the department should pay and how much the NPOs should contribute from other sources of income such as donations from funders. 

While the judgment is against the Free State Department of Social Development, it is relevant to all provincial departments of social development because the Free State’s NPO funding policy is the same as the national policy. 

On 13 October a member of the Portfolio Committee asked the DG a question about this court case:

“Ms S Kopane (DA) stated that some NGOs had taken the Department to court in the Free State on issues relating to its financial policy. She asked for clarity on the matter, and wished to know how the Department’s attention to such matters detracted from its ability to perform its tasks.

Mr Madonsela (DG) answered that the outcome of this case had been that the provinces would be allowed to have their own financial policy. He hoped that this would dissuade other NGOs from following a similar, detrimental, route.”

The DG’s answer appears to indicate that each province is going to develop its own financial awards policy. However, the national department is also developing a national policy that is supposed to guide the provinces.  Would it not be better for the National Department to lead the way by finalising its national policy as a priority so that the provinces can act in unison? If the different provinces adopt different policies this will mean inequity for vulnerable groups living in different provinces. It would be like allowing each province to decide what type of social grants to provide and at what value. The obligation to fund and provide social development services to vulnerable groups flows from national framework legislation such as the Children’s Act, Older Person’s Act, Child Justice Act and the Prevention of and Treatment for Substance Abuse Act. These Acts require the national department to lead the way in developing policies related to these Acts so as to promote equity across the provinces. 
A further consideration is that if the National Department does not lead the way, some provinces may not review their financial awards policy as the judgment does not bind them directly. If NPOs in these provinces see that there is no progress happening, they will be obliged to go to court to get justice for the children, women, elderly and disabled people that they provide services for. This will result in litigation costs for both NPOs and the State.
We recommend therefore:

(a) that the National Department should be requested  by the Portfolio Committee on Social Development to prioritise the finalisation of the National Policy on Financial Awards in full consultation with the NPOs who provide 60% of the services to vulnerable groups, and with full participation of Parliament. 

(b) To achieve full participation of Parliament and affected NPOs we recommend that:

(i) The Portfolio Committee has a briefing from the national committee of NPOs who have been campaigning around this problem for a few years (National Welfare Forum), and from the Free State group who did the NAWONGO case. This will give the committee a good overview of the challenges being faced. The Children’s Institute could organise and fund two spokespeople from these groups to come to Cape Town if needed.
(ii)The Portfolio Committee could then request the National   

     Department of Social Development to come and brief it in detail 
     on the current funding policy, the implications of the NAWONGO 
     court case, and the Departments draft policy for reform.

(iii) Following this briefing, the Portfolio Committee could then hold  
      a day of public hearings on the draft policy to allow a broad 

      range of NPOs to make submissions and have their voices and 
      concerns heard by Parliament and the Department officials 

      responsible for the drafting.

We recognise that the funding of NPOs happens at a provincial level. It would therefore be a good idea to involve the NCOP Select Committee on Social Services in these meetings. After the third step outlined above, the Select Committee could then call in each provincial department to report on progress in amending their financial awards policy.
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