6. Report of the Select Committee on Finance on Trends in Intergovernmental Finances: 2000/01-2006/07, dated 10 November 2004:

The Select Committee on Finance, having conducted public hearings on Trends in Intergovernmental Finances: 2000/01-2006/07 from 4 to 6 October 2004, reports as follows:
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1. Introduction 

The Constitutional recognition of three spheres of Government in South Africa introduces greater complexity into the arrangements required for executive/administrative, legislative and financial Intergovernmental relations.  This intensifies the need to fine-tune structures governing Intergovernmental Relations and cooperative governance systems in the country.  It is important to minimise inefficiencies as these are bound to cause undue complexities between the three spheres of Government. Sub-national spheres of Government play a pivotal role in the delivery of basic services, particularly to the poor.  

The Intergovernmental Fiscal Review report assesses the performance of the Provincial and Local spheres of government in service delivery. To increase the efficacy of service delivery, the intergovernmental system is dependent on the proper coordination of policy, budgeting, planning, implementation and reporting between all spheres of Government at technical, executive and legislative levels.  All spheres of government thus face the challenge of aligning their policy and implementation processes.  

The National Treasury has outlined the key principles that underpin the intergovernmental system as being accountability and autonomy, good governance, redistribution, broadened access to services, revenue sharing and the vertical division, and responsibility over budgets.

2. Summary of Provincial and Local Government Spending

Provincial spending takes up the largest share of total Government expenditure, even though it decreased steadily.  Provincial spending showed a steady decrease between the 2000/01 financial year and the 2002/03 financial year.  The trend has changed though with the total provincial budget being 57.3% of total government expenditure in the 2004/5 financial year, and steadily increasing to 58.0% in the 2006/07 financial year.  

With the imminent shift of the social security function to the national sphere, a sizeable amount of expenditure is expected to shift form Provincial to National Government. Provinces will however, continue to play a role in the delivery of social services including education, health, roads, housing and other welfare services.  As these functions have limited potential for cost recovery, provinces are largely dependent on transfers from nationally raised revenue.  

3. Background

From 4 – 6 October 2004, the Select Committee on Finance and other committees in the National Council of Provinces (NCOP) invited the National Treasury and all nine provinces to comment on the Trends in Intergovernmental Expenditure Report, 2004, which presents an update of the 2003 report.  The National Treasury outlined the trends in provincial budgets, local government finances and the spending trends for Provincial and Local Government functions from the 2000/01 to 2006/07 financial years.  

The National Treasury provided a broad presentation of all sectors and indicated the past and present expenditure trends of Departments. Treasury also emphasised the primary aim of the report, which was to present new political office-bearers and other Members of Parliament (MPs) with a tool to utilise as a starting point when building on their oversight role. Treasury indicated that after publishing the Medium Term Budget Policy Statement (MTBPS) and the subsequent Budget, the Minister drew from deliberations in Cabinet, the Budget Council and the Extended Cabinet, to decide on the division of nationally raised revenues based on priorities and set objectives. These should be outlined in the spending patterns of provinces. Thus, the IGFR highlights the progress made on government’s stated objectives within a seven-year period.

Discussions with the National Treasury

During discussions with the National Treasury, Chairpersons of Select Committees raised the following concerns:

· The significance of the Inter-government Fiscal Trends for parliamentary oversight.

· The discrepancy between social spending and spending on infrastructure.

· The decline in provincial capital spending, especially on social grants.  The National Treasury responded that the presentation indicated that spending on education grew in real terms from R43 billion in 2000 to R60 billion in 2003, even though its share dropped from 39,6% to 35,3% as a percentage of the budget. Moreover, spending on other matters such as social grants grew faster. 

· The 15,2% rise in Local Government personnel costs. 

· Concerns regarding the teacher to learner rations, which are presently 34:1, as well as the need to increase the number of teachers in order to improve education. The National Treasury, however, indicated that there was a need to balance resources, as some areas needed more teachers whereas others had enough teachers but needed infrastructure and other services. With regard to education, South Africa’s expenditure of 34% on education compared favourably with other countries. Yet this was just the starting point as the more pertinent issues where what the funds were spent on, and what was happening within the teaching and learning environment. 

· Provision of transport conditional grants to Local Municipalities, especially those that rely 100% on the equitable share.  The National Treasury responded that municipalities presently receive funding via the Municipal Infrastructure Grant (MIG) for this, although it tended to focus more on water provisions etc. 

· There were concerns regarding the decline in the health budget.

· Whether funds should be directly allocated to provinces for road maintenance and a portion of the fuel levy be paid back to the provinces to take care of their own roads.

· If the allocations to the Department of Housing were sufficient to enable it to achieve its target within ten years.

· Acceleration of the Agricultural Support Programme for black farmers, and whether the target set by the president for the land restitution is achievable.

Sectoral Breakdown
4. Land and Environmental Affairs
4.1 National Treasury Briefing

The National Treasury indicated that the agricultural sector, apart from being a significant contributor to employment, rural development and food security, also generated 3,5% of Gross Domestic Product (GDP) in 2002.  

The combined national and provincial budget had increased from R3 Billion to R4, 4 Billion from 2000/01 to 2003/04, and was set to increase to R5, 5 billion in 2006/07.  The budget share allocated to the provinces had increased from 73% in 2003/04 to 78% in 2003/04.  The provincial budgets would increase to R4, 2 billion in 2006/07.  This amount included conditional grants from the National Department of Agriculture for CASP and Land Care.  

Expenditure growth rates varied among the provinces, averaging 9,5%.  Limpopo, Eastern Cape, KwaZulu-Natal and North West accounted for 75,4% of total provincial spending on agriculture in 2003/04.  A large portion of this expenditure was on personnel costs, rather than on agricultural activities.  However, this trend is slowly changing.

The non-compensation of employees comprised an increase from 28% in 2000/01 to 43% in 2006/07, as a proportion of total agricultural spending, and consisted mainly of the allocations for farmer support programmes.  

The largest part of the budget was earmarked for Farmer Support and Development, which would increase from R1, 5 billion in 2003/04 to R1, 8 billion in 2006/07. The remainder would go toward administration, technology, research, and development and veterinary services.  A large part of the Eastern Cape’s administration cost went towards the payment of supernumeries.  The Farmer Support and Development Programme amounted for 23,3% of the national agricultural budget in 2003/04, followed by regulatory series.  These included controlling risks associated with plant and animal diseases, and the use of Genetically Modified Organisms (GMO’s).

4.2  Land issues

The budget for Land Affairs included funding for redistribution and restitution.  Restitution grants would increase from R156, 6 million in 2000/01 to R614, 4 million in 2006/07.  Restitution funds would increase from R265, 1 million to R1, 5 billion over the same period.  The Department aimed to finalise restitution claims by December 2005.  The funds for restitution would then be redirected to the 

Land Redistribution for Agricultural Development (LRAD) programme, which is the key programme through which redistribution occurred.  This process of land reform aimed at the redistribution of 30% of agricultural land or 24,7 million hectares by 2015.  Over the last ten years, 3,3 million hectares had been transferred, of which 1,5 million hectares was redistributed, 810 292 hectares was transferred through restitution, and 773 000 hectares of state land, mostly under long-terms leases was transferred to emerging farmers.

By February 2004, 48 463 claims had been settled at a cost of R1 billion and R1, 7 billion had been paid out in financial compensation, mostly in settlement of urban claims.  There are 31 231 outstanding claims, most of them being in urban areas, particularly in Cape Town and eThekwini metropolitans.  Funding would be available after December 2005 for possibly untraceable claimants or highly disputed claims.  

Challenges include:

· The bottlenecks faced by Land and Agriculture in dealing with delivery.

· Improved dissemination of technology and access to retail and wholesale financial services for farmers were further challenges for the future.

· The difficulty in comparing productivity among provinces because the reporting systems were not standardised.  Standardised reporting systems for effective monitoring and evaluation needed to be developed.

· Provincial expenditure needed to be redirected away from compensation of low-skilled staff to enhancing their skills base and increasing delivery.

· Co-operation was needed within provincial expenditure to be channelled into training low-skilled staff.



4.3 Provincial Inputs

4.3.1 Free State Province  

Agriculture contributes an average of 9,3% to the Gross Geographical Product (GGP) of the Free State, compared to a national average of only 4%.  Increased focus on value adding and the processing of agricultural produce could, over the next few years, contribute towards the provincial economy in an even greater measure.

Programmes/projects undertaken by the Department include, amongst others:

· Regulatory function for animal health  - The Free State Veterinary Services has a budget of R42 million, which is insufficient to implement the strategic plan.  The province is struggling to control and prevent most animal diseases, due to budget constraints.  Important activities, such as dipping are no longer funded by the government.  It is therefore necessary to review the veterinary services budget in order to fully implement the expected service delivery.

· Special programme for food security and land care - The Food Security Programme has been set up in the Department to address the immediate need of people to obtain food for their families.  The focus of the Department is on individuals that are supported with food parcels by the Department of Social Development.  The Food Security programme carries a first time budget of R3 845 000 for the current financial year. 

Economic development – an overview 

· Actual spending on agriculture has increased from R118 million in 2000/01 to an audited amount of R183 million in 2003/04.  

· The Land Care programme contributes towards the alleviation of poverty directly, and an amount of R2 298 000 was spent in 2003/04.  The nominal budget for 2004/05 stands at R2 million, later to be supplemented by an amount of R 1 375 million for carry-through cost.  

· The relative percentage for personnel expenditure in the province has been reduced from R75, 4% in 2000/01 to 61% in 2003/04.  The estimated expenditure for 2004/05 now stands at 63,6%.  

· Capital spending started out from an almost insignificant 0,3% in 2000/01.  The audited figure for 2003/04 stands at 11,4%, and it is anticipated that a capital spending percentage of 12,2% can be reached by the end of the current financial year. Spending the conditional grants appropriated to the Department over the Medium Term Expenditure Framework (MTEF) period could greatly enhance the trend of capital spending in the Department.

· The budget for agricultural extension services comprises only 14,2% of the Departmental budget for 2004/05.  This figure is said to increase to at least 17,4% over the next three years is also indicative of the fact that the Department has other programmes of priority.

· 11,1% of the budget for the 2004/05 financial year will be taken up by animal health services.

4.3.2 North West Province 

The land reform process in the North West was on track, but more skills training and equipment were required.  The need for agricultural and financial skills and support was also highlighted.

4.3.3 Western Cape Province 

Most of South Africa’s milk, vegetables, fruit and wine came from the Western Cape. The province exported 55% to 60% of all agricultural exports in the country, and is thus faced with increasing demands from importers, which required research and skills to be transferred to farmers. This necessitates highly skilled technical people. The budget was about R223 million this year. 


 The province had been allocated R13, 6 million for CASP and had received R200 million worth of applications. There were three sources of conditional grants, which had complicated matters. An internal audit had resulted in one single cycle process.

Currently, the programme supported approximately 109 projects, 28 food security projects, and the rest were mainly LRAD projects. These consisted of existing projects, which required further capacity and new projects. The presenter argued that the departments needed to remember that the farmers were their clients, and they should remain accessible and therefore personnel had to deliver on their needs.


5. Department of Water Affairs and Forestry (DWAF)
5. Water Affairs and Forestry
5.1 Important trends in expenditure and budgets

· The total water services budget decreases from R2 608 million in 2003/04 to R1 334 million in 2004/05.

· Capital expenditure on DWAF budget down from R1 102 million in 2003/04 to R160 million in 2004/05 and zero by 2006/07.

· Municipal Infrastructure Grant (MIG) is R4 400 million in 2004/05.

· MIG allocations are made in terms of a formula, based on backlogs, powers and functions and poverty.

· There are 4 Water Boards that seem to have problems with financial viability, that is, where operating expenditure exceeds income.

· Although there are significant allocations to water and sanitation, the budget is still inadequate to erase backlogs on time, especially sanitation, and in light of demands on higher levels of sanitation.

· Corresponding operational grant (equitable share) to cover expenses for new infrastructure is a growing concern.

5.2 Backlogs in Service Provision

· 4.4 million people, representing 9% of the still have to be brought up to the bare minimum in terms of water provision.
· Approximately, 17 million people lack access to basic sanitation, including 400 000 households. 
· 11.7% of schools have no access to adequate sanitation.
· 15% of clinics lack access to basic sanitation.
· 300 000 will be provided with sanitation this year.

· Backlog to be cleared by 2010.

Responses

· The Department does not place water pipes in various communities anymore.  This is now the responsibility of the municipal budget.

· Sanitation was not fully prioritised at municipal level.

· Free basic water is managed through equitable share and cross subsidisation.
· Municipalities could appoint service providers to assist with capacity in delivery of water and sanitation.  

· The portions of money allocated to categories of municipalities also depended on their own revenue base.  
6.  Department of Housing
Since 1994, more than 1,6 million houses have been built or are under construction, and 2,4 million subsidies have been approved.  The Department of Housing administers two conditional grants. These are: 

· The Housing Subsidy grant: the Housing Subsidy grant finances housing development under the national housing programme. Subsidies approved in the last 4 years average 305 000 per annum, allowing for lead times to improve spending trends. Housing units delivered in the last 4 years average 182 782 per annum, and it is expected to accelerate as projects reach full implementation stage. 

Between 1994 and 2004, the Housing Subsidy Grant programme has made an investment and creation of assets of R27,6 billion into low-income communities. 

· Human Settlement Redevelopment Grant (HSRG): the grant funds projects that are meant to improve the quality of urban environment by addressing dysfunctionalities caused by apartheid settlements. In terms of the new Development Plan, the HSRG is to be upscaled to deal with the delivery of housing. In the past, capacity building was another grant that was managed by the Department of Housing, which has now been moved to another department.

Expenditure on housing is expected to increase due to the Department dealing with human settlement in an integrated way. Although expenditure was initially slow, it picked up when the National Department of Housing investigated the causes and the Department began to assist provinces. However, capacity problems continue to be a challenge experienced by many provincial departments. 

In terms of actual delivery, trends indicate that completed or under construction housing projects reflected a slowdown in delivery in 2001/02, which then increased in 2002/03, and stabilised in 2003/04. 





7.  Transport
7.1 Briefing by the National Department of Transport

Rail Funding

The MTEF framework for Rail Funding is as follows:


2004/05

‘000
2005/06

‘000
2006/07

‘000

Operational
1 873 550
1 9 73 843
2 092 274

Capital
655 000
688 300
729 598

Total
2 528 550
2 662 143
2 821 872

Operational Shortfall
-
162 491
196 631

The Department submitted that it has resorted to refurbishing its rolling stock, rather than buy new coaches at high costs. The age of coaches is 45 years rather than 12 years.

Bus Subsidisation

With regard to Bus subsidy distribution:

· approximately 1,8% of the population was subsidised in the 2001/02 financial year.

· On average, passengers received R198 in subsidies per month equal to 6,7% of the average household income.

· Currently, provinces that receive large portion of subsidies are Gauteng, KwaZulu-Natal, Western Cape and Mpumalanga, whereas the Free State, Eastern Cape, Limpopo, North West and Northern Cape provinces received the least amount of bus subsidies. 

· The subsidies have grown steadily since 2001/02 when the total budget was R1,7 billion and is expected to reach R2,1 billion in 2004/05 financial year.

7.2 Land Transport Management

The Transport Safety and Security forms part of the Land Transport Management programme. The two objectives set are: the implementation of the Road to Safety Strategy by the Provincial and Local Governments, and the overseeing of safe railway operations and promotion of rail safety. The output set for the programme are to:

· Facilitate the Road to Safety Strategy through the Arrive Alive Campaign.

· Ensure that Road Traffic Management Corporations (RTMC) becomes operational.

· Establish the Road Traffic Infringements Agency (RTIA) and ensure that it becomes operational.

· And, on rail safety, ensure that the Railway Safety Regulator becomes operational.

7.3. Provincial Inputs

7.3.1. Limpopo

· Provincial and Local governments face serious resource/capacity challenges.

· National Government manages or controls a small portion of the road network, compared to Provincial and Local Governments.

· Roads are currently being maintained and rehabilitated, but no new infrastructure is being built.

· Environmental impact, especially with respect to gravel, which is used extensively to cover provincial and local roads. How does one manage environmental impact resulting from extensive use of gravel? What is being done to fill places where gravel has been earthed?

Suggestions/Proposals:

· There is a need to create a conditional grant to focus on road infrastructure

· Ring-fencing funds or resources earmarked for roads infrastructure (primarily because when funds are not found for other pressing issues, e.g. social development, money is then taken away from non-social services areas like roads and transport).

· When roads are handed over to SANRAL, there is a need for discussions between the agency and provinces since some of these roads are key to economic growth and development strategies of provinces. 

· Classification process should be speeded up. Currently there is uncertainty regarding ownership of roads, leading to protracted legal issues, especially when provinces have to enforce their regulatory powers.

· There are roads that may need to be declassified as they may not be contributing to the economic development.

7.3.2 Western Cape Province  

· Bus subsidies are a complex issue as they are linked to the settlement of people.  

· Cape Town is being considered for a Transport Authority.

· There are backlogs, and there is a need for prioritisation looking at the economic activity of the area and then prioritise maintenance or upgrading of the roads in the area.

7.3.3 Eastern Cape Province 

· The Eastern Cape provincial government inherited a poor road network from the former homelands. 

· Regarding the taxi recapitalisation process, any delays in finalising this process may be affecting communities negatively.

· The subsidies approach continues to be favouring urban/metros than rural areas, whereas the latter may be in dire need for such services.

· Regarding road network, there is a need for proper intervention by provincial government into SANRAL’s activities and its priorities, especially relating to management of road network falling within provinces.

· Projects that are going to be undertaken will be economically active and beneficial to communities.

7.3.4 Kwa-Zulu-Natal 

· There is under-funding of road infrastructure, especially with respect to maintenance of road network.

· There is a problem with the 85/15 split in funds, because social services receives the largest portion of funds and non-social services must be content with the remainder.

7.3.5 Free State 

· There is a need for the finalisation of the establishment of Road Traffic Management Corporation – there are problems with the collection of revenue

· The province support calls that SANRAL and other agencies should be held accountable to provinces

· Regarding road maintenance and backlogs, the province is experiencing problems with roads that are left to deteriorate, as becomes expensive to rehabilitate these.

· There is a need to look at the definition of what current and capital expenditure as these are causing problems, including when auditing.

8. Social Development 

8.1 Briefing by National Treasury

8.1.1 Overall expenditure and budget trends

The share of Social Development spending in provinces grew from 18,9 per cent in 2000/01 to 24,8 per cent in 2003/04, and is expected to grow to 28,0% by 2006/07, to R61,2 billion. Total spending on social security grants increased from R37,1 billion in 2003/04 to R41,4 billion in 2004/05. 

From 2000/01-2003/04, social spending increased by an average nominal growth rate of 26.6%. Overall spending by provincial Social Development departments is expected to grow by an average of 13,4% annually between 2003/04 and 2006/07. This rapid growth in expenditure is due mainly to the expansion of the social safety net, particularly the extension of the child support grant. 

Social spending has overtaken Health as the second biggest expenditure item after Education.

Social grants increased over the period 2000/01 to 2003/04, to 87,4% of Social Development expenditure.  This is projected to stay stable as a proportion of expenditure over the medium term, thus limiting its impact on other line items. The child support extension grant increases from R1,2 billion in 2003/04 to R9,3 billion for 2006/07, by which time the expected phasing will be complete.

8.1.2 Social grants spending
There has been a continued dominance of social grants within social development budgets as a result of the continuing expansion of social grants and welfare services to the poor.

Social grants spending grew strongly from R18,0 billion in 2000/01 to R37,1 billion in 2003/04, an increase of approximately R19 billion over this period. This spending grows to R54,4 billion in 2006/07.

There has been a slight upward trend since 2000/01 regarding social grants spending in relation to provincial social development expenditure. Social grant spending is at an annual average of around 87,4% within all provinces. Proportions are particularly high in poorer provinces, where approximately 90% of social development budgets go toward the social grant programme. The extent to which grants absorb provincial social development budgets tend to crowd out other critical welfare services.

8.2 Social grant beneficiaries

Social grants beneficiaries have grown rapidly from around 2,9 million beneficiaries in April 2000 to more than 7,9 million beneficiaries in April 2004, an increase of more than 5,0 million over 5 years. The major impact was from the child support grant (with beneficiaries growing by nearly 4.3 million over the period 2000 to 2004), and the disability grant (just more than 650 000 additional beneficiaries). 

 8.2.1 Disability Grants:

Spending on disability grants has increased from R4,0 billion to an estimated R10,3 billion from 2000/01-2003/04, an overall increase of more than R6,3 billion over the period. In all provinces, except the Northern Cape where coverage was already exceptionally high at the beginning of the period, disability spending more than or nearly doubled between 2000/01 and 2003/04. Spending grew particularly rapidly in the Free State and KwaZulu-Natal.

8.2.2 Child Related Social Grants: 
This includes:

· The care dependency grant.

Child support grant beneficiaries increased from 352 617 in 2000 to more than 4,3 million in 2004. Numbers are expected to increase to around 6,8 million at the end of 2006/07, when the extension to 13-year olds will be implemented.

· The foster care grant.

Between 2000/01 and 2003/04, spending on the foster care grant grew by R889 million from R276 million to R1,2 billion. Foster care grant spending is estimated to grow by a further R1,0 billion to more than R2,1 billion in 2006/07. Growth in foster care beneficiaries between 2000 and 2004 is particularly high in rural and poor provinces, indicating that more beneficiaries are now able to foster vulnerable children in these provinces.

· The child support grant.

Spending on care dependency grants grew from R249 million in 2000/01 to R659 million in 2003/04, an increase of R410 million. Spending is expected to grow further, by R262 million, to an estimated R921 million in 2006/07. Growth in care dependency beneficiaries between 2000 and 2004 is particularly high in provinces, such as the Eastern Cape, Gauteng, KwaZulu-Natal, Limpopo and North West.

8.3 Social welfare services

This is primarily provided by social workers employed by provincial departments.

Overall spending on social welfare services grew by more than R500 million over the period to about R1,8 billion. Social welfare services as a percentage of total social development spending remained low between 2000/01 and 2003/04 (average: 13%). This is expected to continue over the medium term. In most provinces, welfare services expenditure is 10 per cent or more of social development spending, except in the Eastern Cape and Limpopo.

8.4 Provincial Inputs

8.4.1 Eastern Cape

In the past decade, the focus for funding has been on the social security grants payments to the disadvantaged, and as a result the developmental social services were neglected. This has created huge backlogs in the provision of social services and created a dependency that has culminated in the geometric growth of beneficiaries for social security grants. The Eastern Cape has taken the initiative to develop a community development strategy needed for the transformation of welfare services. However, a major challenge in terms of capacity, in both material and human resources, to achieve this goal, is an ongoing issue.

Issues for consideration

· Policies that require alternative placement of children in conflict with the law in places of safety or secure care centres, require massive investment in capital infrastructure. In addition, social workers that have to implement these policies are leaving the Department for better opportunities.

· The transfer of funds for HIV and AIDS from the conditional grant has not been particularly regular, and at times the Department was forced to utilise funds from the equitable share.

· The conditional grant for HIV and AIDS comes with strict conditions and, at times, much red tape. The Standing Committee in the Legislature has raised concerns regarding the Department’s inability to raise funds from the equitable share.

· There is some concern regarding the future sustainability of the National Food Emergency Programme.

· The funding of non-governmental organisations (NGOs) is challenged by the lack of flexibility in what can be funded. In addition, funding is not programmatic (or outcomes) based, but is based on the number of persons served by the NGO. 

9. Local Government 

9.1 Overview

Since 1996, the total municipal budget has nearly doubled. Over the past 10 years, Local Government has been receiving an increasing percentage of national revenue at an average annual growth rate of 15%.

The six Metropolitan Municipalities continue to dominate allocations making up 58,8% of the combined budget of Municipalities. Johannesburg is allocated R12,2 billion, followed by Cape Town at R10,3 billion and eThekwini (Durban) at R9,8 billion. The average budget per capita for the Metros is R3 444. Johannesburg is higher than the average, at R3 774, followed by Tshwane (Pretoria) at R3 565 and Cape Town at R3 543. Although eThekwini has the third-highest budget of the six Metros, it has the lowest budget per capita at R3 172.

The most significant Local Municipality Budgets are Buffalo City (East London), Mangaung (Bloemfontein) and Msunduzi (Pietermaritzburg), which are all over R1,0 billion. Stellenbosch has the highest budget per capita at R3 297, close to the average for Metros.

The proportion of the total budget spent on operating capital budget for both Local and District Municipalities was affected by the division of powers and functions announced by National Government in 2003, which took effect in the 2003/04 budget. 

In 2003/04 District Municipalities budgeted to spend 48,2% on capital, an increase from 20,7% in 2002/03. In contrast, Local Municipalities reduced the proportion to be spent on capital from 22,3% in 2002/03 to 20,8% in 2003/04. 

The major shift in capital expenditure from Local to District Municipalities was in the water and sanitation functions, especially for Municipalities in KwaZulu-Natal, Northern Cape and Limpopo.

Expenditure trends between 1996/97 and 2002/03 demonstrated that the operating budget grew faster than the capital budget. This trend reversed in 2003/04, with the capital budget growing by 27,5% compared to a 12,7% rise in the operating budget. This appears to reflect a shift towards greater municipal infrastructure development.

9.2 Allocations to Municipalities

Total municipal budgets were at R86 billion with R16.17 billion budgeted for capital expenditure. Municipalities displayed varying dependence on grants, ranging from 3% to 92% in the poorer Municipalities. National transfers have increased significantly as a source of revenue for local government. 

9.3 Expenditure trends

Operating expenditure makes up a significant proportion of total expenditure of Municipalities.  Furthermore, a concern was expressed that capital expenditure has not necessarily kept pace with the increase in capital budgets. 

Personnel expenditure constitutes 33% of Municipalities’ operating expenditure. In 2002/03, personnel expenditure grew by 15%
. Personnel costs had increased by 15,2% since 2002-2003. It was noted that it is likely that these figures had, in fact, been understated. The scale of municipal employees’ salaries and benefits is of concern. 

9.4 Variance between Municipalities

There is a marked difference in per capita expenditure between large urban municipalities and smaller (poor), largely rural municipalities. The focus on increasing capital expenditure places pressure on operating budgets and operating costs are not adequately provided for in many Municipalities. While the cost of service provision was greater in more sparsely populated areas, customers were less able to pay. Equitable share transfers were not based on the cost of service provision and operating impact had been inadequately provided for.

9.5 Municipal Infrastructure Grant (MIG)

Implementation of the Municipal Infrastructure Grant (MIG) began on 1 April 2004. The roll out process of the MIG programme was therefore fast tracked by the DPLG and other sector Departments. This might place pressure on Municipalities to implement the MIG as Municipalities are required to have business plans, processes and procedures in place. 

The MIG unit management and establishment costs were funded from the MIG
. 

The development of the MIG budget should be accompanied by provision for shortfalls in operating funding in poorer municipalities.   It also appears that further expenditure on infrastructure for the delivery of basic services is needed.

9.6 Revenue raising abilities

· Regional Services Council (RSC) levies were an important source of revenue, but had been found to be an inequitable and poorly administered tax base, and were under review. The Local Government equitable share had progressively formed a greater proportion of overall transfers, and was under review to ensure equalisation between municipalities with a revenue base and those solely dependent on national grants.

· Profit on electricity sales was a critical component of municipal financial viability. The second fundamental issue is debt collection. 

· Outstanding consumer debt has increased to R28 billion.   The Masakhane campaign had tried to encourage a culture of payment. 

9.7 Governance Reform

The Western Cape Department of Local Government indicated that there was a need for strategic and financial management at municipal level. 

The work that the Department was doing on Project Consolidate would start to address some of the challenges in the Intergovernmental Fiscal Framework. The challenge was to ensure that the various pieces of legislation and programmes were consolidated so that the system was stabilised. 

9.8 Submission by SALGA

The financial sustainability of Municipalities was imperative and was the responsibility of all spheres of government.  Functions referred to as national or provincial responsibilities (e.g. education, roads, housing and health) were all delivered within municipal areas and affected municipal finances in some way.  Many municipalities had assumed responsibility for housing with financial consequences. 

Transfers of water services posed financial challenges, including adequacy of provision for ‘manpower’, operation and maintenance costs, and the adequacy of equitable share transfers to cover irrecoverable costs of basic service provision in largely indigent areas when the Department of Water Affairs and Forestry transfers stop. In respect of electricity, SALGA believed the solution was intergovernmental co-operation, which was politically driven at all levels, with the outcome to be regulated by comprehensive agreements, and not legislation. 

Discussions
Issues raised during discussions included:

· The need to regulate salaries of Local Government officials.

· Municipal structures had only been in place for four years, and many were still experiencing problems with an intergovernmental approach to issues. 

· The MIG does not address backlogs at all, and it might therefore be necessary to analyse backlogs by districts. 

· Gauteng had conducted a study that revealed that it would take R45bn to address the backlogs in the Province. All provinces should be looking at municipalities and identifying critical areas. A framework should also be developed as a tool to monitor municipalities across the country. 

· Project Consolidate, which is a set of data that extrapolates trends for a defined period, was created to address backlogs in Local Government service delivery, and entails the identification of critical shortages by analysis and reference to shortages in service delivery, and then applying joint resources to address the problem. 
9.9 Provincial Input

9.9.1 Eastern Cape 

· The Eastern Cape province has a shortage of skilled personnel and there is also a significant backlog in respect of the delivery of free basic services. 

· Poor financial management in some municipalities was highlighted. A turnaround strategy was being worked on, and billing was being considered as well. 

· The MIG was an internal problem in the Eastern Cape, and the provincial and municipal infrastructure task team had not yet been set up. 

9.9.2 Free State 

· The Free State reported serious capacity problems as well. In most municipalities, budgets were close to 50% of operating costs.  The amalgamation of municipalities absorbed staff on different salary scales, which increased the personnel budget.

· A concern was raised that the amount of money allocated was decreasing annually.

9.9.3 Western Cape 
· The Western Cape reported backlogs in basic services that would take a number of years to alleviate. 

· There were no foreseeable problems with MIG and a number of smaller municipalities had received assistance. Problems had been experienced with the flow of funds from the National Government. 
9.9.4 Kwa-Zulu-Natal 

Salary costs in the Department amounted to an average of 35% of the budget in Municipalities in the province. This is a serious concern, as are the high salary levels of municipal managers.

There is a 43% backlog in the provision of free water services that resulted from the lack of basic infrastructure, as well as a 61% backlog for electricity.  It is anticipated that the MIG will address the infrastructure problem. As yet, no municipalities offered free basic sanitation.

Regarding the Municipal Infrastructure Grant, all District and Metro Municipalities have established Project Management Units.  However, although the province is ready for the implementation of MIG, no MIG approvals have been received to date.

10. Education 
10.1 Overview

Although education comprised the largest share of provincial social spending, at 34.7% of the total, Province’s allocations have decreased over the last three years and is projected to decrease over the next Medium Term Expenditure Framework (MTEF). 

Expenditure on capital and supplies had increased, while annual expenditure per learner was approximately R5 000. The challenge that is still facing the country’s provinces is aligning their budgets with their projected spending. Three of the nine provinces had overspent on education over the years and some, like the Eastern Cape are projected to overspend enormously.

10.2 National Treasury

The National Department of Education indicated that proper budgeting is still a major challenge to Provinces, and also expressed concern at the decrease in provinces’ allocations to education. This is due to the fact that although the education budget increases marginally in all Provinces, the increase is lower than the population growth.     

10.3 Input by Provinces  

10.3.1 Limpopo Province

The Provincial Department has initiated several programmes aimed at the realisation of its priorities. These programmes are broadly aimed at pushing back the frontiers of poverty as well as equipping people, through quality life long education and training, with the values, skills and knowledge that will enable them to fulfil a productive role in society.  These are:

Infrastructure Provisioning Programme – The department has reduced its classroom backlog from 35 000 in 1994 to 11 000, at a cost of over R 84,7 billion over the last nine years.   The Province is presently in the process of constructing a further 1 850 new classrooms, renovating dilapidated structures, provide water supply and improve sanitation facilities at a cost of R 360, 579 million. 

Water, Electricity and Sanitation –The Department, in conjunction with the Independent Electoral Commission (IEC), will be electrifying 269 schools and providing ablution facilities to 165 schools in the present financial year. These are schools identified as voting stations for the upcoming local government elections. The Department would be erecting 940 toilets at all schools where the new classrooms alluded to supra shall be built.


Provision of Learner and Teacher Support Materials [LTSM] - An amount of R 443, 603 million has been allocated for LTSM in this financial year. Stationery will be provided in all grades as well as materials required to phase in outcomes based education in Grades 4, 5 and 6. Top ups will be provided to the other grades.


National Primary School Nutrition Programme [NPSNP] - An amount of R 158,125 million has been allocated to this programme. 2 700 schools are supplied with nutritional food and 1,1 million learners are benefiting from this programme. 144 service providers, mainly SMMEs, have been appointed to implement the PSNP.


Provision of ECD - In this financial year, ECD services will be extended to 1008 sites at a cost of R 20 315 million. A corresponding number of 1008 ECD practitioners (mostly in rural areas) have been appointed. All merged FET institutions in the Province are up and running. The Province has allocated R 102 881 million to this sector. 


Provision of ABET – The Department has recruited and retrained a number of unemployed qualified educators to be responsible for its ABET Centres.  This include the appointment of 2010 ABET practitioners. The Province has set aside an amount of R 475 940 in this programme. 

10.3.2 Eastern Cape Province 

The Eastern Cape Province is one of the Provinces facing major backlogs in service delivery in South Africa. The Province has a history of poor budget planning which as resulted in incorrect budget allocations and under funding. As of April 1, 2004, the Province had a bank overdraft of R602 million. 

Financial Year
Overall over- or under expenditure 
Personnel over- or under expenditure 

2000/01
248 282
-109 274

2001/02
254 989
-256 115

2002/03
-337 339
-582 438

2003/04
-243 300
-220 556

 Table 1: Spending over four financial years 

Notes: The Province projects an overspending of R602 million for this current financial year. 

The Province has identified the following reasons for overspending: 

a) Incorrect budget allocations.

b) Backlogs in payments, especially in retirement packages of teachers. 

c) Issuing and filling of unfounded bulletins.   

The Province was included in the Joint National and Provincial Initiative under the Interim Management Team (IMT) during 2003 – 2004. The IMT reported that the progress of the Department was not satisfactory and recommended a further intervention to improve financial and management performance.  

Personnel and non-personnel expenditure in the Department

The split between personnel and non-personnel expenditure in the Province is as follows: 

National Norm 
Provincial norm 

Personnel 
Non-personnel
Personnel 
Non-personnel 

85%
15%
84.94%
15.06

  Table 2: Personnel and non-personnel expenditure

The split between educators and non-educators expenditure in the Province is as follows: 

National Norm 
Provincial norm 

85%
15%
92.8%
7.2%

Table 3: Split between educators and non-educators

10.3.3 Free State Province  

The free State Province is involved in speeding up programmes to provide water, sanitation, electricity and telephone services. In order to meet the Presidential targets, the Department of Local Government and Housing will provide R2 million for toilets. The Department of Water Affairs and Forestry will provide boreholes to 53 schools and Randwater will provide water to 20 schools in the Province. 

10.3.4 Gauteng Province  

The Department’s budget has increased from R6, 3 billion in the 1999/2000 financial year to R10, 5 billion in the 2007/08 financial year. The increase ranges from 6,6% to 12 %. The increase in the 2004/05 budget in relation to the 2003/04 budget is 4,68%. 

The Department spends 75% of its budget on personnel.  However, this trend has been projected to decrease marginally in the MTEF period.  On the other hand, the non-personnel expenditure decreases by over R49 million in 2004/5.  Personnel costs have been projected at an annual increase of 6.42% as of 2004/5. 

The analysis of the education budget excluding grants projects the following: 

· A 4.68% increase in over the 2003/4 budget, which will be wholly consumed by personnel costs. 

· The personnel: non-personnel split for 2004/5 is 88:12 

· Policy Targets - the School Funding Norms set a macro target of 85:15 split between personnel and non-personnel in the education allocation excluding conditional grants. From the above the department achieved the required 85-15 split in 2001/2. 

10.3.5 Kwa-Zulu-Natal

· The Province suffers from a shortage of teachers with scarce skills in subjects such as mathematics, physical science, economics, accounting, business management, agricultural science, shorthand and computers. As a result, teacher-learner ratios have reached unbearable levels and teachers cannot cope under the pressure.  

· Due to financial constraints the province also suffered from a shortage of learner support material, such as books. 

10.3.6 Northern Cape Province

· One of the Department’s priority areas is to strengthen Financial Management and Resource Allocation by proper control of budgetary expenditure, continued implementation of strict control measures to eliminate corruption and maladministration, expanding pro-poor funding and seeking a better balance between personnel and non-personnel expenditure.    

· For 2004/05, 126 projects were identified for rehabilitation and new constructions through the Extended Public Works Programme at a budget of R56,000 million.

· The current budget for the school Nutrition Programme is R7,400 million and R14,800 million required over the next 2 years.

10.3.7 Mpumalanga Province  

The Department has budgeted R63,5 million for the National Primary School Nutrition Programme (NPSNP). This amount includes volunteer worker payments of R4, 8 million. The budget is distributed in the three regions of the Province as follows: 

· Total budget for Ekangala Region received R24 million. 

· Ehlanzeni Region received R20 million. 

· Gert Sibande Region received R18 million. 

Scholar transport

The budget for scholar transport has increased from R8, 8 million in the 1999 financial year to R63, 4 million in the current financial year. The number of scholars who benefit from this programme has grown significantly from 4 613 in 1999 to 26 337 to date, and are mostly from historically disadvantaged people.    

The Department is presently in possession of 256 applications for scholar transport for 7 852 learners in the various regions, who are presently not included in the routes that are presently being serviced. This will require an additional R20 million. 

For the financial year 2004/2005, scholar transport was allocated R63, 4 million. R59 million was earmarked for the current running routes, while R4, 4 million was earmarked for addressing the backlog. Due to the enormous increase in the number of learners on the current running routes, the Department reached an agreement with the service providers to pay them R0.10 per learner per day per kilometre. This put a further strain on the already inadequate budget. The estimate amount to cover this expenditure will be R4 million. 


10.3.8 Western Cape Province  

Challenges faced by the Western Cape Department of Education include:

· Decrease in equity share by 2% over the MTEFT period. 

· Decrease in the personnel budget, especially at school level.

· Real decrease in per capita spending per learner.

· The introduction of the proposed policy for Norms and Standards for School Funding, which requires funding at a minimum R515 per learner for Quintile 1. 

Conclusion 

The Provinces outlined the current challenges and achievements in their sectors and, as well as challenges and successes in expenditure spending and key strategic priorities. They also outlined their budget allocations and expenditure trends in the last years, their priorities for 2005, and the measures they are taking to reduce poverty and improve the quality of service delivery. However, the committee was concerned about the non-availability of provincial representatives in most of the sectors, with the exception of the education sector.  

The committee would further take this opportunity to thank the deputy minister/s, department/s and officials that presented before the various committee/s and contributed to the success of the hearings. A special word of thanks to the researchers that worked so meticulously on the individual reports and managed to consolidate all the information into one brief document as tabled in the council. 

Lastly, the committee note with appreciation the contribution of some of the committee secretaries and wish to thank them for the brilliant contribution they made in terms of the IGFR. They completed their task as placed upon the NCOP by the Minister of Finance with maturity and commitment for which the Select Committee on Finance is ever grateful. 
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Report to be considered.

Concerns raised during discussion included:





The large number of unskilled staff in the Department of Agriculture 


In view of the high percentage of budgets being spent on personnel, a suggestion was made in that an incentive programme could be implemented, whereby the extent of the expenditure on personnel would be more warranted, and less of a problem.  The National Treasury was asked whether an indication of sustainability and specific outcomes were measurable in terms of monies spent.


Questions on the measures taken to capacitate and train people in the agricultural sector and the budget allocated for this purpose were raised.


Are Land Care projects supported throughout all provinces, and if so, were they sustainable?


A question was raised on the source of this funding for the further redistribution of 21 million hectares over the next ten years.


Agriculture was not receiving enough funding in view of its importance, and especially in aid of agrarian reform.  


There was a tendency to create elites through programmes such as AgriBee, rather than broadening participation and training the unskilled.  This needed to be addressed.


Was expropriation advisable, as opposed to buying the land outright, considering the cost of expropriation?





In the Eastern Cape, the same consultants and contractors often received work, and over the last two years, the same people had become extremely wealthy.  This was a cause for concern as the consultants were paid upfront out of monies allocated for other projects.  This often resulted in projects being abandoned due to a lack of funds.  The Department, in providing these opportunities, stalled certain food production projects for the current year, which resulted in maize being planted too late.  This has led to the failure of the project.  On the issue of infrastructure and irrigation schemes in the former Transkei, mention was made of instances where 30 wheat combines, 75 tractors, dairy turnstiles, and other farming equipment were standing unused or had been vandalised.  Another area of concern in the Eastern Cape was the issue of the stopping of an agricultural scheme, because the railway line that would be required to access that scheme, as well as the main railway line between East London and Queenstown, had been destroyed.  This scheme had 2 700 hectares under irrigation.  The citrus area of Fort Beaufort also had a similar infrastructure problem.  Although the project was being resurrected, the railway line, which could have been effectively utilised, was destroyed.


A concern at the absence of the departments to answer questions was noted throughout the hearings.


More detail was needed on the mechanisms used on rollovers.





Response





With regard to the several requests for budgetary allocation, the total of R330 billion had been divided into R50 billion for servicing debts, and the balance had to be split vertically among the provinces.  The nine provinces had to distribute the remaining R170 billion on an equitable basis.  Limpopo received an amount of approximately R15 million, which was split according to national and provincial priorities, as well as taking into consideration the President’s State of the Nation Address.  National Treasury had no control over these matters.


The provincial growth development plan of Limpopo consisted of agriculture, mining and tourism, of which agriculture first came.  Considering that spending in Limpopo had increased from R656 million in 2000/01 to about R1 billion.  This was substantial in comparison to any of the other provinces.  With regard to the powers given to Treasury to monitor and implement budget and expenditure, the Intergovernmental Relations Branch spoke to various provincial treasuries in questioning their effectiveness in spending, in terms of their own provincial legislatures.  Based on these strategies and budget plans, Treasury would hold them accountable.  Provincial legislatures should be using processes that were in place.  Treasury had also encouraged provinces to look at their efficiency of spending and not necessarily the impact of that spending, as it had become obvious that in many cases, budgets were not spent on core activities and objectives.  The application of the funds allocated was key in solving the perceived insufficiency of funds, since resources would always be limited as opposed to being unlimited.


The non-standardised method of reporting for non-financial information made it difficult to assess quality of expenditure.  For example, in terms of veterinary services, there were discrepancies in ways of reporting, and therefore, no standard for comparison could be attained.  It would also require a significant investment into monitoring and evaluation of what was happening in each province; something that would have to be established by the provinces themselves.


Incentives could only become meaningful once the relevant personnel had the skills to deliver the series on which they could be measured.  Questions regarding the training of personnel would have to be tackled by the provinces, especially in light of the fact that the bulk of the budget in all the provinces was directed toward the compensation of employees.





The Land Care programme was implemented through the Sustainable Resource Management programme.  Each of the provinces was allocated an amount for this programme, and should therefore be implementing the programme.  


Land claims still waiting to be settled consisted of claims for restitution, and not redistribution.  Of these, 80% were urban claims, and 20% were rural claims.  The claims awaiting settlement were mostly urban.  The LRAD programme was introduced in 2001, and replaced the Settlement of Land for Agriculture Grant System (SLAG).  The allocation for LRAD had increased significantly in the past years, and had proven effective.


Most rollovers were catered for by adjustment budgets, which were usually passed around November of each year.  Provinces were usually quite strict about rollovers, and usually allocations of conditional grants were intended for a specific purpose.  Provincial treasuries closely monitored the reasons behind rollovers, and would allocate only to those departments that would need the funds and this depended on priorities.  In some cases, departments rolled over funds due to a lack of capacity to spend, and at times, these rollovers occurred over a number of years.  It was the provinces’ prerogative to decide whether to reallocate funds to where it could be spent.  Whether or not money allocated for conditional grants not being spent, should be reallocated to provinces that were spending it on conditional grants, was a question currently being addressed.





Discussions





According to the Free State report, the Department was not making full use of the veterinary services available to it, while on the other hand, stating that there was insufficient funding.  The Department was requested to explain the contradiction.


In view of the demand for training, there did not appear to be specific allocations earmarked for this purpose.  Current curricula was not conducive to encouraging youth to enter farming, and perhaps the Department of Education should be involved in changing this.





Responses





Free State





The Free State prpointed out that the fast tracking of 144 outstanding rural claims was in progress.  This was a difficult task, but 6 permanent staff, and nine interns from the Department were seconded to the Land Claims Commission to assist with the process.  The Department has set money aside for the settlement of these claims.  An action plan was in place, and the MEC was part of the process.  


Previously, the Department of Agriculture in the Free State Province did not have the capital budget, but with the CASP and EU funding, this has helped with land and agricultural issues.


The Free State had received a conditional grant, which could only be used in certain towns, but this had been revised, and mostly the livestock component of agriculture had benefited from the grant.





Western Cape





The Western Cape has excellent veterinary services, and vets in the province had assisted other provinces with the accreditation of their laboratories.  Approximately, R20 million had been spent on veterinary services.  


A three-year project was initiated between the Eastern Cape, Northern Cape and the Western Cape provinces.  Together they had approached foreign donors and as a result would be receiving substantial funds from the European Union (EU) to upgrade laboratories, soil and water laboratories, and computerised decision-making models to test policy options.


The province had 60 agricultural claims that were not dispersed.  The Department would only get involved once the negotiations were complete.  In terms of the restitution process, the validation and registration would be completed by December 2005.


Most of the LRAD beneficiaries were female.  Capturing of data relating to female-headed households differed from province to province and department to department and therefore one had to locate the context in which this information was forthcoming.























Discussions





The major concerns raised related to:





The lack of institutional subsidies for some of the provinces, such as  Limpopo.


The cost implications of the delays experienced in housing delivery.


Whether the department would assist in the maintaining of settlements upgraded in the context of People’s Housing Project/Programme?


Rollovers of funds, even though there is a huge backlog and need for housing.


The number and categories of municipalities that have been accredited.


The current value of housing subsidies, and whether this is equal across all provinces.


Regarding rollovers and underspending, has the department calculated opportunity costs lost?


Should monitoring and evaluation be left with municipalities, even though some do not have capacity?





Department’s Responses:





Regarding subsidies, Institutional Subsidies are usually paid to housing institutions, but Limpopo might not have one.  Most institutions are placed in urban areas and there are very few in predominantly rural areas.





Costs of delays





On the costs of delays in delivery, the department can monitor costs through various mechanisms, including monthly reports by provincial departments, all approved projects (including business plans with timeframes) that are submitted at the beginning of the financial year. Thereafter, the department can work out cash flows. However, credibility of cash flows is always in doubt. Depending on the implementation of projects, the department can see deviations and proposes ways of improvement.


In some cases delays in the delivery of housing are caused by community issues, which take time to resolve. Inflation and rising costs of materials, as well as other factors, contribute to the escalation of costs, which also a contributory factor to delays in implementation and speedy delivery of housing.


Where developers had left incomplete projects and costs have been incurred, the department has developed a plan to unblock these projects in order to complete them.





Spending and rollovers





The North West and Western Cape Departments are currently underspending on their budgets.


 Regarding conditional grants, provincial departments deal with detailed monitoring of housing delivery, but this is done in line with the Division of Revenue Act. The Department of Housing monitors expenditure of conditional grants through quarterly reports, MinMecs, provincial visits to do spot checks and commission performance reports.














Accreditation of municipalities:





On the accreditation of municipalities, no municipality is currently accredited as housing service provider. Only one municipality has requested for accreditation, that is eThekwini Metro. The department is currently in discussion with the Metro on the technicalities, and if these are addressed, the department is confident that eThekwini will be accredited.





Value of subsidies:





The current value of subsidies is R25,800. All households earning less than R3,500 will be entitled to access subsidy, which will increase on an annual basis and in line with inflation.


There will be variation in the subsidies, which will take into account of specific conditions, such as disabilities of beneficiaries, geographic area, etc.





Human Settlement Redevelopment Grant:





Business Plans for 2004/05 have not been completed. Given the fact that a number of provinces have not submitted their business plans, much of the funds allocated would not be spent in the current financial year.


In some provinces there are continuity problems, such as staff turnovers, particularly that of project managers.


In some cases, consultants submit business plans on behalf of provinces or municipalities. 


Underperformance of projects is one of the reasons why HSRG is being redirected in April 2005. It will now have four elements:


Cost/funds to acquire more land


Preparation of Housing Sector Plans. Should not ask municipalities to act as developers.


Social facilities in existing RDP, new and in informal settlements. Facilities such as community halls, sport facilities, clinics, taxi ranks in order to develop small business centres in the area.


Upgrading of informal settlements, if money is found from Treasury.





Communal Land:





The delays in the approval of housing subsidies and projects depend on the releasing of land by the Department of Land Affairs. The process regarding the acquiring and release of land is long and tedious. There is a need to fast track this process.








 Input by the Eastern Cape Provincial Housing Department:





In response to some of the questions directed at the DOH, but also pertains to the provincial departments, the provincial housing department in the Eastern Cape indicated the following:





On the issue of short-changing of beneficiaries; in the Eastern Cape there is costing of past ills without double subsidies.


There are issues regarding capacity of both the municipality and provincial levels in the delivery of housing


There is high turnover of officials within the provincial housing department


Quality housing and delivery is also affected by the lack of commitment to assist municipalities


There are issues regarding the availability of land. This is further affected by delays with the release of land in the rural areas because of conflict between municipalities and chiefs.


Regarding Hostel Redevelopment Subsidies: in the Eastern Cape there are 5 projects. The grant is given to municipalities (as capital grants) and not as subsidies to beneficiaries.




















� It may be that increases in personnel costs mirror the impact of the new system of local government. Following the amalgamation process, there was some duplication of staff and this has resulted in a bloated municipal staff structure. If the increase in personnel costs was an unintended consequence of amalgamation, the National Treasury report needs to look at the reasons for this.





However, the 15% growth in personnel expenditure cannot be sustained. Measures have to be found to reverse the trend. Government is a service delivery vehicle, not an employment agency.





� The 2004/05 MIG allocation amounted to R4.45 billion. 
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