Budget Brief: Human Settlements
2019/20

June 2019
Esteri Msindo

Monitoring and Advocacy Programme
Public Service Accountability Monitor
For more information, contact the PSAM, psam-admin@ru.ac.za
Tel: (046) 603 8358/8827
@PSAM_AFRICA

Introduction
The South African Constitution commits government departments to the progressive
realisation of various socio-economic rights within available resources. These rights include
the right to education, healthcare, housing and social welfare.1 The PSAM defines social
accountability as the obligation by public officials and private service providers to justify their
performance in progressively addressing the above rights via the provision of effective public
services. In order to effectively realise these rights through the delivery of public services,
state departments and private service providers responsible for the management of public
resources must implement effective accountability and service delivery systems. These
include: planning and resource allocation systems; expenditure management systems;
performance monitoring systems; integrity systems; and oversight systems. The
effectiveness of these systems can be established by monitoring their information outputs.
To evaluate these systems, the PSAM has developed a set of evidence-based tools for
monitoring the information produced annually by each system.
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Constitution of the Republic of South Africa. Act 108 of 1996, Chapter 2, Sections 26, 27 and 29.
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Finding
The Eastern Cape Human Settlements budget is inadequate to address the challenges in
human settlements. Due to this inadequate funding, which emanate from budget reductions
at national level, the Department has resorted to reprioritization; shifting funds from one
programme to the other.
Recommendation
The National Department of Human Settlements must call for more funds from National
Treasury. However, the Department must ensure that it addresses the delays and blockages
in human settlements delivery in all their programmes, especially the programmes that are
prioritized.
Finding
Allocations to the Human Settlements Development Grant to provinces and the Urban
Settlements Development Grant in the Eastern Cape are declining, with budget reductions of
R3.4 billion and R200 million over the medium term respectively.
Recommendation
Increasing the Human Settlements Development Grant to provinces will go a long way
towards the realisation of housing rights for the majority of the less advantaged. The Eastern
Cape Department of Human Settlements must include in their future expenditure plans a
comprehensive and detailed expenditure plan that reflects all human settlements needs and
strongly motivate for an increase in the HSDG.
Finding
The Department’s housing delivery and performance targets for related programmes have
been reduced despite unmet targets which indicates a general decrease in delivery for most
of the programmes
Recommendation
The Department should avoid reducing performance targets. Instead, the Department should
motivate for more funding and seek to set targets that aim to address human settlements
delivery challenges within available resources.
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Budget constraints impede human settlements delivery: Repriotization is not the
solution.
The 2019 Eastern Cape budget speech highlighted the negative effect of the revised
equitable share formula that allocates provincial budgets according to the population in the
province and disregards the extreme poverty in some provinces whose population is
relatively low.2 The 2019/20 Human Settlements budget has not increased from the 2018/19
provincial budget hence a number of targets for different programmes may not be attained.
The Department has resorted to reprioritization of programmes, shifting funds from
programme to programme. Reprioritization is used strategically to address human
settlements delivery challenges where there is no additional funding. Unfortunately,
spending on the programmes where the Department directs the funds through new
conditional grants, for example issuing of title deeds, does not necessarily deal with the
massive backlogs in those programmes. The lack of adequate funding for human
settlements generally delays the realisation of the right to adequate housing as stipulated in
Section 26 of the Constitution of South Africa. More funding coupled with effective use of
the funds is necessary for effective human settlements delivery.
Figure 1 below shows Eastern Cape Department of Human Settlements expenditure from
2015/16 to 2018/19, which is based on the budget allocations, made through those years. It
also shows budget projections over the Medium Term Framework (2019/20-2021/22 that
also determines the limits within which the Department can spend.3
Figure 1: Eastern Cape Human settlements budget expenditure/allocations since 2015/16 2018/19 and MTEF budget projections.
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Figure 1 shows an increase in expenditure in 2016/17 and thereafter a reduction that runs
through 2018/19 to 2019/20 and just above a percentage expenditure increase in 2020/21
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Eastern Cape Budget Speech, 2019
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Figure 1 reflects the budget allocations, expenditure and MTEF projections in one graph because it
generally shows the spending trajectory in previous, current and forthcoming financial years.
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and 2021/22 in nominal terms4. There has not been significant increase in budget for the
Department since the drop in allocation in 2018/17 from a high of R2.7 billion, in spite of the
increase in demand for human settlements delivery in the Eastern Cape. Human settlements
demand include the housing backlog (estimated at more than 600 000 in 2016/17)5, informal
settlements upgrade, title deeds registration, rectification of houses with defects and other
programmes. The current budget for Human Settlements cannot adequately meet the
housing needs of the people. Figure 2 below clearly shows that from 2018/19 to 2020/21, the
budget is not projected to increase in real terms.
Figure 2: Expenditure and projected expenditure reduction over the years in real terms6.
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Expenditure/ summary of departmental receipts (which is reflected in the Eastern Cape Estimates of
Provincial Revenue and Expenditure 2019/20 pg 619) consists of the allocated budget through the
equitable share and conditional grants allocations. The actual receipts decreased from R2.8 billion in
2015/16 to a revised estimate of R2.4 billion in 2018/19 due to revisions in the Human Settlements
Development Grant (HSDG). The Eastern Cape Department of Human Settlements currently spend
over 90% of its budget.
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Msindo, E, 2017. Housing backlog: Protests and the demand for housing in South Africa. Online:
https://psam.org.za/wp-content/uploads/2016/11/Housing-backlog.pdf
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The Rand values in the chart in Figure 2 are adjusted for CPI inflation and are effective value in
2018 Rands. CPI is used as the deflator, with the 2018/19 financial year as the base. Expenditure and
future expenditure is estimated based on the projected allocated budget.
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The stagnation in the budget for the current financial year means the provincial Department
of Human Settlements must make effective use of the limited budget to meet the targets set
for human settlements delivery for the current financial year. However, it is necessary to
motivate for the budget to be increased for the medium term as inadequate budget for the
Department is detrimental for human settlements delivery. The core functions and
responsibilities for the Department this financial year include rural settlement development,
informal settlement upgrading, provision of rental and social housing, provision of title deeds
to beneficiaries and installation of services and amenities.7 These functions do not include
provision of houses to the most vulnerable (elderly, disabled, war veterans and child headed
households) which previously has been the focus of the Department. It is unlikely that the
Department will be able to deliver on all these core programmes over the medium term
framework due to limited budget. The Department focuses on the programmes they deem to
be of eminence and need urgent attention in order to deal with historical backlogs. However,
by doing so, the Department compromises other areas of delivery that are also important for
meeting the right to adequate housing for the poor.
The 2019/20 delivery targets for selected areas are shown in the table below relative to the
targets for the previous financial year. There is lack of progress in the issuing of title deeds
as reflected by actual delivery against targets set for 2018/19. A target of 9000 for issuing
title deeds is in Adjusted Estimates of Provincial Revenue and Expenditure 2018/19. Only
1257 title deeds were issued in 2018/19. The funds for delivery on title deeds were initially
from the HSDG. Since 2018/19 funds which were ring-fenced from the HSDG for title deeds
issuing were committed into a Title Deeds Restoration Grant.
Although 2018/19 targets for title deeds delivery were far from being attained, the
programme has a current allocation of R60.9 billion and R64,2 billion in 2020/21. When
funds are ring-fenced to create a grant to speed up delivery in another area, the Department
must ensure that those funds meet the objectives and respond to the needs of the people.
When a conditional grant such as the Title Deeds Restoration Grant is created and high
targets are set to speed up the process of issuing title deeds as shown in Table 1, it is
discouraging to then see poor performance on the grant. During the second quarter of
2018/19, the Department reported underperformance on transferring of title deeds due to
delays in the appointment of conveyancers.8 Such delays should be addressed in order to
improve delivery and payment period must be adhered to in accordance with the Public
Finance Management Act, Section 38 (1) (f) and Treasury Regulation 8.2.3 the former
stipulating that payment must be made within a prescribed agreed time and the later
providing for the 30 day payment period.9 The Title Deeds Restoration Grant was introduced
to deal with the backlog on issuing of title deeds with an allocation of R65.6 million in
2018/19. The cause for concern is that despite a target set for 2018/19 of 9000 and a grant
allocated by the end of 2018/19 financial year only 1257 title deeds were issued to
beneficiaries out of a target of 9000. In the current financial year, the target stands at a total
of 35 591 for issuing and handing over of title deeds. The question is whether the
Department will be able to meet a higher target than the previous one, given the dismal
performance in 2018/19.
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Eastern Cape Provincial Expenditure, 2019/20
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Eastern Cape Human Settlements Financial Oversight and Performance Report 1 April to
September 2018
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The Public Finance Management Ac and Regulations pg46, pg 171
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Table 1: Human Settlements Planned Targets for 2018/19 and 2019/20 and mid-year
Performance for 2018/19
Human
Settlements
Programmes

2018/19
Planned

Outcome
(1
September 2018)

2019/20
April- Planned

Number
of 8 950
housing units

3 514

9 395

Rectification

392

747

Number
of 6 786
serviced sites

2 583

4 699

Title Deeds

1 257

35 591

55

708

990

9 000

New
sites 687
connected with
water
and
sanitation

Source: Estimates of Provincial Revenue and Expenditure
The targets in table 1 above show a general reduction on targets across programmes.
Targets reduction in other programmes in order to expedite delivery in other area affirms the
lack of adequate budget for all programmes. Although mid-year performance seems
encouraging in that half the targets for 2018/19 were met, there is overall underperformance
for Human Settlements programmes especially in upgrading of informal settlements,
emergency housing and rectification of houses with defects. The reasons stated in the midyear report for underperformance are budget constraints for emergence housing and
delayed processes of verification for informal settlements upgrade. Budget constrains impact
on one programme or the other as there is need to reprioritize funds and that affect overall
performance for housing delivery.
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Table 2: Conditional Grants payments10

Ajusted
appropriation

Conditional Grants Payments (R thousand)
Human Settlements Development Grant
EPWP Incentive Grant to Provinces
Title Deeds Restoration Grant
Informal Settlements Upgrading Development grant
TOTAL BUDGET

2018/19
1,908,439
2,500
65,583
1,976,522

Nominal
Nominal Medium-term estimates
Real Medium-term estimates
Nominal change
Change over
between 2018
MTEF (%)
2019/20
2020/21
2021/22
and 2019 (%)
2019/20 2020/21 2021/22
1,960,278
1,634,932
1,631,302
-6%
3%
1,862,365 1,550,059 1,545,775
2,498
60,904
64,254
-7%
57,862
60,918
335,216
480,476
317,814 455,285
2,023,680
2,034,402
2,111,778
1%
2%
1,922,600 1,928,792 2,001,060

CPI
Index

2015
92

2016
100.4

2017
105.2

2018
110.7

IMF Projections
2020
2021
122.9
129.7

2019
116.52

2022
136.8

Real Real change
Change between
over 2018 and
MTEF (%) 2019 (%)
-6%
-2%
-100%

-12%

1%

-3%

2023
144.3

EPWP (Expanded Public Works Programme) is a programme that creates temporary employment to provide poverty and income relief.

10

Eastern Cape Estimates of Provincial Revenue and expenditure 2019/20 pg 622
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Table 2 above shows different grants used to fund Human Settlements delivery. There is
clear real percentage budget reduction for all the grants. The other grants like the
Emergence Relief Grant were not allocated a budget in 2019/20 going forward due to lack of
funds.11 The Expanded Public Works Programme Incentive Grant (EPWP) has stopped too
although it is essential in providing temporary employment to the poor. The title Deeds
Restoration Grant will not continue beyond 2021 – as evidenced in the non-allocation of
funds (Table 2). The assumption is that by then the backlog on title deeds would have
cleared despite very poor performance and progress on delivery.
The HSDG serves to “provide funding for the progressive realisation of access to adequate
housing through the creation of sustainable and integrated human settlements; to provide
funding to facilitate a programmatic and inclusive approach to upgrading informal
settlements”.12 The HSDG funds most of the human settlements delivery programmes
through transfers and subsidies to households. These programmes include upgrading
informal settlements, social and rental housing, land acquisition, low-cost RDP houses and
title deeds registration. In fact, as stated in the Estimates of Provincial Revenue and
Expenditure (EPRE) 2019/20, expenditure for human settlements comprises mainly of the
HSDG, which accounts for 83% of the Department’s budget.13 The main programme funded
through the HSDG is the Housing Development programme. The outputs for the grant
include – but are not limited to - number of residential units, number of serviced sites,
households provided with access to basic services, informal settlements upgraded in situ
and number of social amenities delivered.14
In the national budget for 2019/20, the cabinet approved budget reductions of R3.4 billion to
the HSDG and R200 million to the USDG over the medium term.15 Although the HSDG has
been reduced at a national level in the current financial year, the allocation for the Eastern
Cape Province is higher than the previous financial year, but not reaching the 2017/18
allocations. However, the Department of Human Settlements plans to reprioritize funds from
the HSDG and the USDG in order to create Informal Settlements Upgrading Partnership
Grant (ISUPG) to be introduced in 2020. In simple terms, allocations on HSDG and USDG
will be cut in order to fund the ISUPG and speed up delivery on informal settlements
upgrades. Table 2 shows a reduction on HSDG for the Eastern Cape Department from R1
960 278 000 (R1.9 billion) in 2019/20 medium estimates to R1 634 932 00 (R1.6 billion) in
2020/21. This is no coincidence that the reduction comes as the Informal Settlements
Upgrading Development Grant is introduced in 2020/21. Money is simply removed from the
existing grant to form another. It is not unreasonable to suggest that the targets and
objectives set for the HSDG and the USDG where money is shifted from will not be met.
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Eastern Cape Financial oversight and performance report. Period 1 April 2018 to September 2018.
No allocation was made for the Emergence relief over the medium term.
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Division of Revenue Bill, 2019. pg 49
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Eastern Cape Estimates of Provincial Revenue and Expenditure, 2019/20. pg 620

14Vulekamali

Online https://vulekamali.gov.za/datasets/frameworks-for-conditional-grants-toprovinces/2018-19-human-settlements-development-grant-framework
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Estimates of National Expenditure, 2019. pg 846
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Upgrading of informal settlements in the Eastern Cape Province
The Eastern Cape Department of Human Settlements will have funds dedicated to In Situ
Upgrading Programme Grant (ISUPG) in 2020/21. Current funding for Upgrading of Informal
Settlements comes from the Human Settlements Development Grant. South Africa has
shifted from eradication to upgrading of informal settlements, but this has come with multiple
challenges as informal settlements continue to sprawl despite all efforts to address them.
Increased poverty, rising unemployment and a general increase in urban population
contribute to increase demand for housing and further growth of informal settlements.
Upgrading of informal settlements in South Africa initially focuses on physical upgrading
through provision of houses and infrastructure through relocation to green fields.16
The Breaking New Ground policy in 2004 ushered in ‘in situ upgrading’ of informal
settlements which is defined as “improving the physical, social and economic environment of
an existing informal settlement”.17 The physical form of informal settlements poses
challenges for upgrading as the informal structures are erected randomly without
consideration of town planning and township development procedures. An informal
settlement is an unplanned settlement that has not been proclaimed as residential and
consisting of shacks.18 The 2009 National Housing Code’s Informal Settlements Upgrading
Programme identifies informal settlements on the basis of illegality, inappropriate locations,
poverty and vulnerability and social stress.19 Boundaries of informal settlements are not
clearly defined too.
Given the conditions listed above, informal settlements present a significant challenge for the
Department to formalize and establish integrated settlements. To achieve this, the
Department must improve infrastructure, supply electricity, water and sanitation in informal
settlements. That requires coordination between provincial and local departments for
effective implementation. Connection of these basic services partly form the upgrading of
informal settlements processes although to a larger extent are provided for the new sites that
are serviced. This current financial year the Department did not set targets for upgrading of
informal settlements as Table 1 above shows. Targets are limited to servicing of sites and
provision of water, electricity and sanitation. The allocation of a dedicated grant for informal
settlements of R335 216 000 (R335 million) in 2021 should be followed by clear strategy for
the implementation of the upgrading plans for the Eastern Cape Province. The continuous
growth of informal settlements means the backlog on upgrading gets bigger too if not
addressed with urgency. Once introduced, the Informal Settlements Upgrading Grant must
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Smit, W. 2016. Informal settlement upgrading : International lessons and local challenges. In:
Cirolia, R R, Gorgens, T, Van Donk, M, Smit, W and Drimie, S (ed). Upgrading Informal
Settlements in South Africa: A partnership-based approach. Cape Town: UCT press. Pg 36
Charlton, S and Klug, N, 2016 Pressures on pactice: How ‘RDP housing’ and other factors have
shaped informal settlement upgrading in the eThekwini municipality. In: Cirolia, R R, Gorgens, T, Van
Donk, M, Smit, W and Drimie, S (ed). Upgrading Informal Settlements in South Africa:A
partnership-based approach. Cape Town: UCT press. Pg 36
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The Housing Development Agent (HAD) Report, 2013. Eastern Cape Informal settlements status.
Pg 7 Online http://thehda.co.za/pdf/uploads/multimedia/HDA_Eastern_Cape_Report_lr.pdf
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grow over the medium term if the challenges of informal settlements are to be addressed
fully and the establishment of integrated human settlements achieved.
In conclusion, as the challenges of human settlements delivery are diverse and complex, the
provincial Department of Human Settlements must make all efforts to motivate for more
funds in order to advance the right to housing for the majority of poor within the Eastern
Cape. Cutting on targets and shifting of funds from one programme to the other are not
viable options as these lead to failure to attain the goal of providing housing to the people.
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