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Fenced locations and ghettoes shall be abolished.’
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Preface

This report shows the results of a research on the Social Housing sector in South Africa and of the niche area Sunnyside Pretoria, leading to a Bachelor degree in Real Estate Management. The research is conducted in South Africa, Pretoria in order of the collaboration projet People Planet Profit between the Hogeschool Utrecht and the Tshwane University of Technology. The five year People Planet Profit project is developed to exchange knowledge, experience and expertise through students and proffesors in order to learn and work in the field of sustainable housing. Sustainability with a social-economic dimension: for and with the inhabitants.
This report is developed to create an understanding of the Social Housing sector in South Africa and how Social Housing can contribute to a sustainable housing future for South Africa and the urban niche area Sunnyside, Pretoria.
Part 1 of the report is an introduction to provide information and a good understanding of the research.

Part 2 contains of the Housing Delivery of South Africa since its regeneration after the Apartheid era, towards the development and introduction of Social Housing. 
In Part 3 Social Housing and the sector are layed out to get a good view of the current situation of the Social Housing market. 

Part 4 consists of the case study on the niche area of Sunnyside, where research is conducted about the current situation in Sunnyside on housing, inhabitants, economy, facilitations and Social Housing in Pretoria.
Part 5 and 6 shows the conclusions and recommendations conducted through this research.  
South Africa is a very turbulent and fast growing country, with many difficulties and challenges in the housing sector. The housing problems in South Africa are enormous, though they are trying to address it through a number of programmes.
Social Housing is a very new concept in South Africa and is growing steadily, through difficulties such as legislations and financial support.  
But Social Housing can be of a tremendous meaning for the regeneration of the inner city areas in South Africa as well as contributing to the well fare and future of the inhabitants. 
With the huge housing backlog to fight and a great demand for affordable rental housing in the inner city areas, the Social Housing sector has great opportunities to develop and expand into a mature market. However, many obstacles have to be taken to achieve this. 
I sincerely hope this report will contribute to the solving of one of the many housing problems South Africa is coping with. 

And with this hopefully achieve to contribute in the struggle against poverty and unequality the inhabitants of South Africa are still fighting today.  

Hopefully this report will be a step forward in the achievements and goals for an equal South Africa with human settlements for all.
Conducting this research in South Africa has been a great experience and have added great value to my personal and professional development.
This report would not have been possible without the support and help of many people. 
I would like to thank Prof. G. Steyn of the Tshwane University of Technology, my supervisor in South Africa for his guidens, support and knowledge. The Tshwane University of Technology and the Hogeschool Utrecht for making this project possible.

Secondly I would like to thank all my interviewees for sharing their knowledge with me and for their great hospitality and cooperativeness, in special Willem Theron. Also my student collegeas who were with me in South Africa working together on a project for better living conditions and sustainable housing for Sunnyside.
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Executive Summary

The housing problems in South Africa are immense. The country copes with a huge housing backlog, especially in the urban areas in the low-income sector. Because of the apartheid spatial planning, where black people weren’t allowed to live in cities, the structure of South African cities and the area around it have developed a complex spatial structure which is difficult to break through.  

When the Apartheid era ended groups of oppressed black people started moving into the cities. This phenomenon was known under the white inhabitants of South Africa as the ‘black threat’ , and in fear of a civil war the white inhabitants moved out of the cities. For a period of time the situation in the inner cities were critical without supervision, order and evacuated houses and offices crime evolved quikly and the degeneration of the inner cities was inevadable. 
The new democratic government of 1994 waited a tremendous task of stabilizing the environment to transform the extremely fragmented, complex and racially-based financial and institutional framework inherited from the previous government.

By this means the new government focused on the quantity rather than the quality when it came to fighting the huge housing backlog.

Over the next ten years the government delivered 1,6 million houses, building as much as possible as soon as possible resulted in more houses outside the cities far away from social and economic opportunities with great transportation difficulties. The new housing delivery did not deviate from the apartheid spatial planning; black townships predominantly stayed black with no possibility of racial integration, located far from economic activity, the low economic activity created extensive poverty, no recreational facilities resulting in deprived, depressed communities with nothing to do and no where to go. 
In 1997 with the Housing Subsidy Scheme the government developed a subsidy support programme, to assist the lower income group with housing. The HSS focused on the ownership 
of housing, this was more out of political reasons rather than logic economical decision making because in the Apartheid era the black population of the country was not allowed to own property. This has resulted in a predominantly private rental housing market, with a low supply on rental housing and high prices. 
Since a few years, the South African approach towards housing starts to shift from a major focus on quantity to the quality of housing. The government acknowledges the need for affordable rental housing for the lower to middle income group. In 2004 the government delivered a new comprehensive programme on housing called ‘Breaking New Ground’. This plan emphasize on rental accomodation for the poor, fast tracking of the housing demand in the market and racial intergration. 
This is were Social Housing can play an important role.
Social Housing is one of government's housing programmes in South Africa and aims to address economic, social and spatial segregation by providing affordable rental housing for low- to middle income households and aims to contribute to the regeneration of the surrounding area. 

Social housing in South Africa is a relatively new housing programme (since 1997, with the implementation of the Housing Subsidy Scheme) and is an urban housing option that mainly is applied to inner city areas. 
Social Housing in South Africa has emerged as a result of fragmented organisational will, mainly by (international) donor organisations, rather than as a result of a supportive policy environment. Social Housing was introduced in South Africa with the development of the HSS in 1997. Since 1997 60 so called Social Housing Institutions have emerged delivering approximately 30.332 housing units country wide. This is unfortunately quit a low number for a country with 45 million inhabitants. The reason why not much SHIs are established has to do with great obstacles in legislations, finance and roles and responsibilities in the delivery on Social Housing. 
Sunnyside is an inner city area located in Pretoria, the (administrative) capital of South Africa. Sunnyside is appointed as a so called Niche Area by the Technikon Research and Development Programme (TRDP) for research. My research on Social Housing in South Africa and Sunnyside has taken place in order of the Tshwane University of Technology.
Sunnyside is an urban inner city area located on the border of the City Business District ( CBD, city centre) of Pretoria. 
The neighbourhood consist mainly of medium density housing. The area is very popular with the new middle class, non-white inhabitants of South Africa mainly government employed and moving into the cities for work. 

The housing delivered in Sunnyside consists almost only of rental housing. Rental housing provided by the private sector through some big real estate players, but mainly provided through body coorperates renting out housing units in ownership of small scale landlords. The rent prices are quit high resulting in sharing and overpopulated housing. The need for affordable rental housing within Sunnyside is very high.

With its location in the inner city, Sunnyside provides a great variety of facilitations, public transport, job opportunities and a growing local economy.
Sunnyside is an ideal area for Social Housing, however seen legislations, no support by the Municipality by providing free land or property and financial difficulties it seems impossible in the current situation to develop a SHI in Sunnyside.
The biggest obstacle Social Housing currently is coping with in South Africa is finance. All the SHIs depend on donor funding resulting in unsustainable projects. With no growing support the Social Housing sector in South Africa sees a troubled future, though it could be of great value for the housing problems.
In order to make Social Housing projects viable it must develop financial independence and become sustainable projects.
This would be able to realise through cross-subsidize, with mixed-use and mixed-income developments. A SHI with commercial letting and non-subsidized residential units.
1 Introduction

[image: image13.png]NATIONAL GOVERNMENT

- reste an enabling. ensivonmen for
social “housng, - through  the
Gnuclopment of policy snd. ensczmans
o lgidation.

- Ensure_smantion to s construtionsl
responsibiltes

- Provide 3 ragulory sndlisheive
Famawork i whidh 5263 hausng
ttions muS aperate

- Pddress issues chat sfec the growth
nd development ofthe sectr,

- Funding sucal housing programmess

- Esablish instcutional _capacky o
Suppors acisl housing infistoes

PROVINCIAL
GOVERNMENT

- Enae faimess, equiy, complance
with nasanal and prowincial sandards
nd cnsumer porecton

- Faiete suzsinabley and growth of
the secr,

- Proside + prosingil regulstory and
fegidsnoe Hameuark “ahiun which
2d housng - nsitons  must
aperate where necessar,

- Facitate capacky bulding for local
Gauernment - and  soas  hovsing
nsions where necs ary.

- Chamel and/or manage funding for
soaal housng programmes.

LOCAL GOVERNMENT

Faditte ocia housing deliery in it
“res of ursiaion.

Encourage the deuelopment of new
Sacia housing unies nd the sgrading
o atsing U,

Suppore preferntia sccess o land for
SobTobing developmens
Provide.preferential sccess for social
Rousng incunsins t purchsse ol
authorty rental sock

Provide sccess to senices for socsl
Houdng nstons.

fesi the sudal hausng insuions n
Cetalshment stages thiough ntar aa
ogisical and _resource  (inansl
Human and.technica) ssppor t the
Soci hausing nsuuton or & pechied
perod of e,

Provide grant funding for the socisl
Rousng “naution n  sctabichmene
Stages” and assiing uith sourang
addrional funding o swpart the
Scines of the sodl  housng
Provide sccsss to brdaing finance for
the 2ol hausing i,

Fadite the creatin of an ensbing
Gnuironmant for the socisl housing
Sectorto develop and orow i 1= res
unshction





[image: image14.png]TYPE DESCRIPTION

RENTAL Rent is paid by tenants on the basis of 3 lease agresment|
betan the tenant snd the sacil housing insttution nith or
without an option t buy the property after four years

RENT-TO-BUY Th tanant vil pay et t the insttution a2 vith rental, bt will

be siigble to buy the proparty after a cartain period from the
instiution. The proparty will then be transterrad into. the
tanants name

INSTALMENT SALE

The intention 5 buy is confirned Upon ocaspation with
instalment sale. Four yaars Is set 35 a minimum period over
which the instalment sale price can be paid

CO-OPERATIVE TENURE

Wernbers of 3 Housing Co-oparation collectively own the
proparty while exclusive Tights t the use of 3 particular Unit is
Sssigned to each member.

SHARES

Shares are bought n tha share capitalof the insttution (Usually
3 cormpany) operating a share block scherne, ako ouer 3 set
rinimum pariod of Four years.

‘AN UP-FRONT SALE

The rmmediate transfer of 3 proparty inth 3 persons name
ot considered s¢ social housing,

(Social Housing Tookit, 2000)





[image: image15.png]Rental [ Average | Operating | Unit | Costperm: | UnitCapital | Current | Capital

L = el I e il e

K " @em | ™| oasirueture) i
®pm





[image: image16.png]Tncome Group.

‘Affordable Rental

% of Income

Expected Rental

Par Unit Par Utiized ‘Affordability
Month

R 700~ Ri5a R 564,50 iy E)

RE 573 R2 000 Rarzed 20% R 354

RZ 001 ~RZ500 Re07.ea 5% Ty

R2 501 R 3000 R 7az.ed 5% Resn

R3 001 ~R3500 Rered 7% ¥5id





1.1
The Research background

In september 2004 there established a collaboration project between the Hogeschool Utrecht and the Technical University of Tshwane. 

The purpose of this project is to exchange students, professors and through this knowledge for the next five years. Where applied research will be conducted in the field of sustainable housing. 

Sustainability with a social-economic dimension; with and for the inhabitants. 

The research will be conducted in de niche areas in and around the city of Pretoria, Republic of South Africa.
Here we will find ourselves in a whole different situation and system then in the Netherlands.

After the revolution of 1994, the new government focused themselves on housing for the poor inhabitants of the country, an enormous housing backlog. 

They only accomplished this partly. There has been developed many new housing districts, but all far out of the cities en city centres. Far away from jobs and economic growth.  

The districts have been developed by a so called checkersbord-system: in the hart of every square a small family settlement. 

The capacity use is enormous, which bring mostly disastrous consequences such as: expensive infrastructure (roads, transport, facilities). 

The urban developments in these new districts developed uncontrollable , why there is offen a lack of spatial and social-cultural cohesion.   

The full research is formulated in the “Technikon Research Development Programme, Framework for research niche areas (five-year plan)”.  With the title: “Society, space and 
sustainability: Reconstructing the urban landscape in South Africa”. 

The focus of this research on Niche Areas is the physical and socio-economic profile of selected settlement types in Gauteng and an evaluation of their sustainability.
Most current built forms of low cost housing and the way land is used in South African cities perpetuate a legacy rooted in colonial and apartheid planning. 
Problems are highlighted by the following characteristics:
· Urban sprawl, resulting from low building densities.

· Unsustainability, caused by the high capital and maintenance costs of infrastructure and transport.

· Marginalisation, due to the locality of poor communities away from economic opportunities, markets and jobs.

· Fragmentation, caused by single-zone land use policies and practices. 

The socio-economic symptoms of these characteristics include:
· environmental pollution and degradation, 

· under-employment, 

· certain types of crime and, 

· possibly even HIV/AIDS. 

The principal of the project, professor G. Steyn from the Tshwane University of Technology, is interested in the inventory and analyzing of the current situations and the development of alternative models, with the socio-economic dimension as an priority.
My individual graduation project is a conduct of the overall 5 years research. By means of my divided research I hope to contribute to this complete research. 

The last group of Dutch students in line before us, have started the research on the niche area of Sunnyside, Pretoria. The former group have put the area in maps. My research will proceed on the niche area of Sunnyside. 
1.2
Research Aims

Problem statement

Pretoria, the administrative Capital of South Africa is a divided city.  An upcoming Metropolitan with a very strong financial and economic growth, but on the other side a city full with inhabitants whom are not gaining from this growth. Inhabitants which are less fortunate and live in poverty.   

In the Netherlands the social facilities for the inhabitants of any city or municipality are well established and organised, for example by means of Social Housing.

With Social Housing the Netherlands have a long history of experience, since the ‘Woningwet’ of 1901.

Still this sector is developing itself in our country, in means of new solutions, building methods and financial constructions. 

Since a few years the Republic of South Africa is conducting the means and sector of Social Housing. 

But this sector is very new and by this means very limited. Of the few years of experience not much can be learned as the sector is still to develop in South Africa. 

The Netherlands provide an important contribution for the development of this sector in South Africa. 

In means of the exchange of knowledge and experience, the Ministerie van Vrom, the Nederlandse Vereniging van Gemeenten and dutch housingcorporations play an important role.    

With the financial constructions, management & maintenance and social facilities of the sector South Africa seems to experiment.  

Objectives

This research project took place within the framework of the collaboration project of the Tshwane University of Technology and the Hogeschool Utrecht and is conducted in Pretoria as an independent research project. 

This rapport is a research into the Social Housing sector and policy of South Africa. The signification of Social Housing and financial-economic constructions used to develop Social Housing. The role, influence and power of governments on Social Housing.

Specifying the further research in a case study on the niche area Sunnyside in Pretoria. 

With this research, theoretical research, case study and knowledge and experience of Dutch social housing, this rapport tries to view into the problematic of the Social Housing sector.

With the aim to facilitate the delivery of Social Housing that contributes to the integrated urban developments of the niche area Sunnyside.

This could be in different forms of Social Housing. 

1.3
Research questions
To conduct this research to find conclusions and answer the objectives, there will be some subquestions to be answered.

 The main subjects that will have to be researched are:

1. The current Social Housing in South Africa and Pretoria. From global towards local. Theoretic research. 

· What is Social Housing and what is its purpose?

· How did Social Housing develop?

· How does Social housing work?

· For whom is Social Housing?

· Who operates on Social Housing?

· How are Social Housing projects financed?

· What are the main challenges/problems on Social Housing? 

2. Make an inventory of the inhabitants of Sunnyside and the possible income-expense pattern of the inhabitants of Sunnyside. Local research, Case study. 

· Analysis of Sunnyside.

· What is Sunnyside?

· What are the opportunities and threats for Sunnyside?

· What are and were the developments on Sunnyside?

· Who live in Sunnyside?

· What are the living conditions for Sunnyside?

· Which kind of housing is there in Sunnyside? Rental housing or owner occupied? 

· What on housing delivery is wanted for Sunnyside?

· And is Social Housing interesting for Sunnyside?
3. The housing moving pattern of the inhabitants of Sunnyside and the housing moving pattern within Sunnyside. Local research, Case study. 

· What kind of inhabitants live in Sunnyside and with which purpose? (work, social, etc)

· What type of inhabitants does Sunnyside attract? 

· Does the inhabitants see a future in Sunnyside? Will they stay living there? 

· Where do the inhabitants of Sunnyside if they do, move to? 

· Is there already movement of the inhabitants within the area of Sunnyside?

· And inhabitants of Social Housing projects, where do they move to and want to move to?
2 Housing Delivery
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2.1 Housing Policy and Strategy 1994

In 1994 the new democratically chosen government in South Africa developed a new Housing Policy and Strategy. This Housing Policy and Strategy (1994) focused on stabilizing the environment to transform the extremely fragmented, complex and racially-based financial and institutional framework inherited from the previous government, whilst simultaneously establishing new systems to ensure delivery to address the housing backlog. The significant achievements of this programme have been recognized both nationally and internationally. Significant socio-economic, demographic and policy shifts have also occurred over the past ten years. 

At the same time, the Reconstruction and Development Programme (RDP) was being developed by the ANC-alliance (African National Congress). This document formed the basis of all policy development within the first years of the administration. In the RDP there was a section on housing, this sub programme for housing and services recognised housing as a human right. It also stated that it was the responsibility of the government to ensure that housing was being provided to all South Africans.  

2.2 White Paper on Housing 1994

In December of 1994, the White Paper on Housing was published. It was the first policy document on housing since the new democratic government. The White Paper on Housing was based on the principles of the RDP document and further recognised that housing is a basic human right. The White Paper on Housing paid particular attention to special homeless groups in society and clearly chose to focus on the poorest of the poor. 
(See Appendix B: White Paper on Housing)
2.3 The Housing Act 1997

In 1996 the new Constitution of the Republic of South Africa was passed. For housing provision, it contains the guidelines and guiding principles, but the housing act did not yet defined the specific roles of the three spheres of government in meeting the housing needs. The Housing Act 107 of 1997 that followed the previous Housing Act, is the centrepiece of housing legislation in South Africa today. The act came forward out of the policy approach of the White Paper on Housing. And it defines the key roles for the three spheres of government, the national, provincial and local government. For the roles and responsibilities of the three spheres of government, see Appendix C: Housing Act.
2.4 Housing Subsidy Scheme 1997

The South African Housing Fund, later renamed as Housing Subsidy Scheme, is being recognised in part 5 of the Housing Act. With the new democratic government in 1994 , this Housing Fund replaced all old racially based subsidy programmes. 

With this Fund the National Government sets aside a part of their national budget, to provide housing assistance for the low-income groups. Low-income groups are those inhabitants that are earning less than R 3500 per month (R 3500 = € 365 wisselkoers.nl).
In 1996 there was an estimation that 80 % of South African households had an income of less than R 3500 per month, of which even 50 % had an income less than R 1500. 

Within the Housing Subsidy Scheme there are different types of subsidies available. Over the years the HSS changed, the types remained the same but the amounts changed.

The Project Linked Subsidy

As the name says, this subsidy is linked to a certain project. Usually developer driven projects. Developers can be private developers, the provincial and local government or these governments in association with community based organisations.
This subsidy goes to the developer(s) of the projects, on the behalf of the beneficiary. This subsidy helps the beneficiary by getting their first ownership on ‘fixed residential properties’, this must be in a project approved by the provincial government. The subsidies work through a payment for the developers in the realisation costs of the units, seen as residential properties, this together with a donation of the beneficiaries themselves.
For the amounts on subsidy see Appendix D: HSS.

The Project Linked Institutional Subsidy

This subsidy is the same as the former project linked subsidy, but is devoted to certain Institutions. For projects initiated by non-profit housing institutions.

This subsidy promotes the Social Housing sector. 

The subsidy goes to the institution that provides tenure ship , rather than ownership, on behalf of the beneficiaries. 

Individual subsidy

This subsidy is to provide help to beneficiaries personally. This subsidy must help them get their first ownership over ‘fixed residential properties’ that are within projects that are not approved by the provincial government. This subsidy goes to the beneficiaries directly.
Consolidation subsidy
This is a subsidy focused on the upgrading of ‘site & service’ areas developed under a previous subsidy. 

This mostly contains of RDP sites and townships.  
2.5 Rental Act 1999
The rental sector in South Africa is quit small and represents a third of the housing market. Ownership is very much the major type of the housing market. 

This is because after 1994 the new government focused only on housing delivery through ownership. This was more out of political reasons than out of logical economic thinking, since the non-white people were never aloud to own property before 1994, in the apartheid-era.  
In the end of the 1990s the South African Government acknowledged the need for a rental sector. The initial problem was that there was very little interest for the rental option within housing delivery programmes. However, the Labour Movement in particular where the people from townships moved into the inner-city areas seeking for job opportunities, initiated a strong call for affordable rental housing. The Labour Movement urged the government to participate in a  so called Presidential Job Summit, resulting in a new housing delivery model: the Presidential Job Summit Housing Pilot Project. This project was launched at the job summit at the end of 1998
(M. Tomlinson, 2001, New Housing Delivery Model: The Presindential Job Summit Housing Pilot Project) This Job Summit has regarded an important stepping-stone for the acceptance of the rental sector and in particular for the development of the Social Housing sector. The renewed interest in the development of a rental option can be contributed to a shift away from ‘breadth’ towards ‘depth’. Implicitly, it also supports the Social Housing sector, as this sector is mainly seen within a rental context. (unhabitat.org)
Rental housing is governed in South Africa by the Rental Housing Act of 1999. This act sets the framework for rental housing operating in South Africa.

The different chapters in the Rental Housing Act address three main issues:
· How the government will promote rental housing.
· The rights and responsibilities of landlords and tenants, specifically in relation to lease agreements.
· How these rights and responsibilities will be enforced through establishing rental housing tribunals at the provincial level, and establishing rental information offices at the local level, as well as enforcing provincial regulations.
(See Appendix E: Rental Act)
2.6 Breaking New Ground

The DoH acknowledge the changes it has to make on the housing delivery and strategy for South Africa. Since the former Housing Policy and Strategy of 1994, the governments has been focusing on the housing backlog and providing as much housing and shelter as soon as possible. In stead of focusing on where to deliver housing, a spatial plan that create quality housing within economic activity areas and promotes racial integration. 

Despite delivering 1,6 million houses in ten years, the DoH is still fighting against an increasing housing backlog. But next to the housing backlog , the DoH also has to address social and geographical disparities. 

It was against this background that in 2004 the NDoH delivered a new comprehensive programme dealing with human settlements and social infrastructure. 
The three key points this plan focuses on are:

· Rental accommodation for the poor

· Fast tracking

· Racial integration

(DoH: Sustainable Human Settlements plan, www.housing.gov.za)
In 2004 the DoH brought out a new Housing Strategy called ‘Breaking New Ground’. A comprehensive plan for the Development of “ Sustainable Human Settlements, decent houses for all.”
The new human settlements plan reinforces the vision of the DoH (see § 2.1) to promote achievement of a non-racial, integrated society through the development of sustainable human settlements and quality housing. 

The plan notes the shift in emphasis from the provision of housing to the creation of sustainable human settlements. This includes the promotion of more efficient cities, towns and regions. In support of spatial restructuring, the plan highlights the need to “integrate previously excluded groups into the city and the benefits it offers”. The plan also flags the need to promote densification, including “housing products which provide adequate shelter to households whilst simultaneously enhancing flexibility and mobility”. (Appendix G: Social Housing Policy Draft 2005)

The plan emphasis the need for rental accommodations, in specific for the poor. This is where the Social Housing sector can perform an important role. 
2.7 Social Housing Policy Draft 2005

Since 2000 the Parliament addresses that South African government would have to focus on quality housing and living environments, and therefore would launch a housing programme for the regeneration of inner city areas, the optimal utilisation of existing infrastructure, the increase in residential densities and to address the increasing need for rental accommodations in urban areas. This is set out in the current housing strategy : Breaking New Ground , which was delivered in 2004.  See § 2.6
Ever since 2000 the importance Social Housing could deliver and consist of to this strategy is understood. In order to this the development for a National Social Housing Policy was started. 

Ever since the start of the development of a Policy for Social Housing, it has taken time and a lot of consultation and processes. In 2003 a first Social Housing Policy draft was established, which contains the roles and responsibilities of the three spheres of government and other stakeholders in the sector. It also contain institutional arrangements and overall approach and finance. 

Currently the Policy of 2003 has been redrafted again and there is a new draft of 2005. This new policy is a sequel on the Comprehensive Plan for the Development of Sustainable Human Settlements, ‘‘Breaking New Ground’’.
The title of the National Social Housing Policy; “Towards an enabling environment for social housing development” already provides the main content of the policy. The objective is to improve and to regulate the situation of the current Social Housing sector. 
The Social Housing Policy has two primary objectives;

Firstly to contribute to the national priority of restructuring South African society in order to address structural, economic, social and spatial dysfunctionalities thereby contributing to Government’s vision of an economically empowered, non-racial, and integrated society living in sustainable human settlements.

Secondly, to improve and contribute to the overall functioning of the housing sector and in particular the rental sub-component thereof, especially insofar as Social Housing is able to contribute to widening the range of housing options available to the poor.  (SHP 2005)
The formal rental sector in South Africa is underdeveloped when measured against international norms.  Rental housing is especially important to the poor, offering choice, mobility and an opportunity to those households who do not qualify for an ownership subsidy.  The poor in South Africa struggle to access the limited number of affordable rental opportunities provided by the formal market (especially in good locations). While the proportion of rental accommodation to ownership varies in different areas, there is a general consensus that those housing sectors which are functioning well have a good balance between ownership and rental.  In light of the current imbalance in South Africa in this regard, the development of social housing must be viewed as an important contributor to the housing options for the poor, and to the functioning of the sector as a whole. (SHP 2005)
Opportunities will be created for people within the target group (R1500-R7500) who are living in marginalized areas. The goal is to relocate them to economically and socially more attractive areas. Instead of only supplying housing, the government is aiming at supplying sustainable human settlements where housing and working opportunities come together with social facilities such as schools, hospitals and recreational facilities.

A big difference that has been made from the former policy is the target group it aims. It now addresses to the low to middle income group of R 1500 – R 7500. As the former policy addressed only the low end of the rental market of R 1500 – R 3500. Earlier the group between R 3500 – R 7500 were in a niche. It was not within the target group of Social Housing projects and with an income under R 7500 you can not apply for loans from banks. This group is unable to purchase a house and so is convicted towards the private rental sector, where the rents are high. 

Another new aspect of the new policy is that additional to the existing social housing projects, this policy introduces projects in so-called designated Restructuring Zones (RZ). RZs are a new concept, whereby geographical areas are identified by municipalities and supported by provincial government for targeted, focused investment. RZs are urban areas with good opportunities for social and economical development. To be designated as a RZ, an area has to fit into a certain profile based on (among others) economic, social and spatial criteria. The RZ concept is still in a test phase and it may develop over the years; and the DoH is still working on a formulation of a precise definition of RZs. 
Furthermore, a broader subsidy will be made available to fund these social housing projects and this is supported by the fact that these social housing projects contribute to much wider city development goals than only to provide housing. A more comprehensive subsidy plan is proposed to support and facilitate the social housing sector. Four different grants will be made available to support overall development of the social housing sector: a project capital, a pre-establishment, a SHI establishment, and a capacity-building grant. An accreditation process is projected to control both the SHI sector as well as the social housing projects on its own. This is still in construction.
(Appendix G: Social Housing Policy Draft 2005)

3 Social Housing
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3.1 Introduction

Social Housing in South Africa has emerged as a result of fragmented organisational will, mainly by (international) donor organisations, rather than as a result of a supportive policy environment (DoH, SHP Draft 2003).
Social housing is one of government's housing programmes in South Africa and aims to address economic, social and spatial segregation by providing affordable rental housing for low- to middle income households and aims to contribute to the regeneration of the surrounding area. 

Social housing in South Africa is a relatively new housing programme (since 1997, with the implementation of the Housing Subsidy Scheme) and is an urban housing option that mainly is applied to inner city areas. The institutional subsidy provided by the DoH, subsidises the delivery of social housing. To implement the institutional housing subsidy and so to develop Social Housing projects, Social Housing Institutions (SHIs) are established.

In the Housing Subsidy Scheme the Social Housing sector is being promoted by the government through the Project-Linked Institutional Subsidy. 

Next to the Housing Subsidy Scheme (see § 2.4) several institutions were developed by the DoH to assist in low-income housing development. For the social housing sector specific support comes from some of the institutions. (For a list of the  institutions developed since the introduction of the HSS and their roles see Appendix D : HSS)
Definition(s) of Social Housing

Social Housing according the social housing policy (2003):

“A housing option for low-to-medium income persons that is provided by SHIs and excludes immediate individual ownership”
Social housing according the new social housing policy (2005):

[image: image25.emf]A rental or co-operative housing option for low income persons at a level of scale and built form which requires institutionalised management and which is provided by accredited social housing institutions or in accredited social housing projects in designated restructuring zones. 

3.2 Roles & responsibilities

For the Social Housing sector to work and implement, it is important to know who is responsible for what and what roles are being played.

Government is a key role player required to support, facilitate, promote and drive social housing development in South Africa. In conjunction with the roles and functions outlined in the Housing Act (Act 107 of 1997, Appendix C), the following sector specific roles and functions are defined for each sphere of government.(SHP 2003) fig. 3.2.1
The roles and responsibilities outlined in 

fig. 3.2.1 are the roles and responsibilities designed in the SHP of 2003. This policy is being redrafted continuously and still is not approved yet by the government. The newest draft of 2005 puts out the newest roles and responsibilities. Seen this document is not approved yet and implemented. The roles & responsibilities ligned out in fig.3.2.1 are provided in the earlier document of 2003, which is the legislation used at this moment. 

See Appendix F for the Roles & responsibilities of all social housing sector holders outlined in the SHP 2003 and Appendix G for SHP 2005.
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3.3 Social Housing Sector

[image: image27.emf]Although Social Housing is a young and small market in South Africa, the sector itself contains out of a large number of stakeholders with much different roles and responsibilities.  

To get a view of the Social Housing market, the sector is worked out in an overview. See figure 3.3.1
The Social Housing Institutions (see § 3.5) are the most important stakeholders,  they deliver the social housing units.

The municipalities should assist SHIs by providing land and infrastructure to the SHIs. 
The regulatory process or leadership is in hands of the three spheres of government national, provincial and local. They set up the plans, policies and approve of Social Housing projects. 
NASHO (National Association of Social Housing Organisations) is the so called umbrella organization of the SHIs. This organization is established to represent the SHIs and to provide them support and information where they can. 
The Social Housing Foundation is established by the government to promote and develop the social housing sector in South Africa. And also assist the SHIs where necessary and possible.

The Social Housing Corporation, has not been established yet, but will be established by the National Department of Housing as a fully fledged institution to oversee the social housing sector and as the regulatory agency performing the functions of accreditation, performance monitoring and compliance. (social housing policy DoH 2005) 
The National Housing Finance Corporation addresses the housing finance needs of the housing market that have an ability to contribute financially to their housing costs, but to whom bank-funded housing finance is not readily available. (NHFC, 2007)

For a detailed list of the stakeholders and their roles & responsibilities see Appendix F: SHP 2003 & 

Appendix G: SHP 2005) 
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3.4
Key role players

The main role-players that have been established by government to assist social housing institutions include

Social Housing Foundation

The Social Housing Foundation provides support to the social housing sector via policy development and similar initiatives.  The foundation also provides technical support, training and advise to existing and emerging Social Housing Institutions.

The National Housing Finance Corporation (NHFC)

The function of the NHFC is to provide loan finance to emerging Social Housing Institutions.

3.5 SHI

Social Housing Institutions are the key factor in Social Housing, they deliver the Social Housing units. 

[image: image29.emf]Social Housing Institutions and projects have been developed in South Africa since 1997 with the introduction of the Institutional subsidy provided by the DoH. To date approximately 60 SHIs have been developed, delivering approximately 30.332 units throughout the country.
Management of SHIs

The Social Housing Policy indicates that social housing institutions consist of:
· A governing body or members; and

· A managing body.
The nature and composition of the governing body are determined by the legal form adopted. This body makes policy decisions for the Social Housing Institution while the managing body carries the decisions out.  The management body is responsible for day-to-day affairs within the Social Housing Institutions policy and budgetary framework.

According to the Social Housing Foundation Toolkit (2001) there are a number of legal forms that a social housing institution can take on:
· Section 21 Company (non profit);
· Public/private company with shareholding;

· Body corporate with sectional title;

· Co-operative;

· Share block company; or

· Communal property association.

Tenure options

The types of tenure options offered by Social Housing Institutions include:
Funding for SHIs
The funding sources available for Social Housing as identified within the Social Housing Policy:
· Institutional Subsidy.
· Loans via the National Housing Finance Corporation, financial institutions and international partners/organisations.
· Guarantees via NURCHA.
· Grants from various international organisations.
· The local authority.

All of these funds are accessed by Social Housing Institutions. (Social Housing Foundation Toolkit, 2001)
The SHIs have developed social housing stock using the institutional subsidy together with loan funding from the NHFC and have relied on donor funding and local authority grant funding to cover institutional set-up and operational costs. 

This has resulted in an unsustainable situation where the majority of the SHIs have developed and currently depend on donor funding. (SHP 2005)
3.6 Key issues influencing Social Housing in South Africa

Physical and infrastructure issues

Location

For social housing to function effectively the correct location of these projects are critical.  Some of the considerations in terms of location include:

· Easy access to employment opportunities.
· Sites should be located within public transport corridors and close to public transport stops.
· Social housing developments should be viewed as an essential component of local economic development initiatives.
· Social housing should be located close to social facilities such as schools, hospitals and recreation facilities.
Land development economics

Access to well-located land for Social Housing is in many cases constrained by land development economics such as cost of land, land taxes and the cost to provide social facilities.  
Planning and Design

The planning and design of Social Housing can have an important impact on the costs to construct but also the quality of life of the potential residents.  More compact units can save a lot of money. 
Integrated Planning

The integrated planning and development of Social Housing is essential to ensure linkages between social land economic development and environmental protection.
Level of services

Application of current norms and standards and the affordability of the levels of services in respect of specific Social Housing developments is an essential consideration. 

Economic and Financial issues

Expected costs

According to the Draft Medium Density Housing Strategy (DoH, 2001) affordability is affected by a number of financial implications included in capital and operational costs.  The table  left below indicates the expected costs for medium density housing units in South Africa:

The Draft Medium Density Housing Strategy (DoH, 2001) highlights the following issues:

· Integrated funding are required for the development of social housing;

· An increase in the current housing subsidy is required (prior to new subsidy amounts);

· Well-located state-owned land should be secured and made available at no cost for the purposes of these projects; and

· “housing linkage” projects should be encouraged where private developers incorporate low income housing as part of their proposal in exchange for generous development rights, as a form of cross-subsidised housing densification.


Affordability levels and the size of the market.

The table right below has been developed to indicate the levels of affordability for housing (Draft Medium Density Housing Strategy, DoH 2001):

The affordability levels of housing for low income groups have been set at 18% of the disposable income while the percentage of income utilised by groups earning higher incomes has been increased to 27% of their disposable income.


Social issues

It is essential that certain social issues be taken into consideration with the implementation of Social Housing projects.  The Draft Medium Density Housing Strategy (DoH, 2001) identifies the following issues:

· Designs to ensure that public-private space relationships are well defined is an essential social issue.

· The provision of public spaces and facilities to create an interesting vibrant and unique human settlement is crucial.

· Public perception is an issue that should receive consideration.  Although there has been a large increase in the development of higher density units in South Africa in recent years, property trends indicate that lower density housing development is still preferred.
Resident satisfaction

Resident satisfaction is influenced by the following:
· Quality of construction, building materials, fittings and finishes.  The maintenance of these issues are also important;

· Options for the minimum standards for the size of units include 30m² for a bachelor apartment and 45m² for a two-roomed apartment.

· The efficient maintenance and management of rental housing stock is essential.

· According to the Medium Density Housing Strategy (DoH, 2001) it is crucial to set aside time and resources for capacity building of tenants.
(Report; Land for Institutional Housing Development. 

DoH Tswane CTMM , Department Institutional Housing, 2003)
3.7 Short comparison with Dutch Social housing

The Netherlands has had experience with Social Housing over 100 years. In the Netherlands Social Housing today has emerged from a helping sector led by the government to an independent private sector. For an understanding of the Dutch Social Housing and its developments, see Appendix H (Dutch Social Housing in a nutshell, Aedes 2003)

The South African context differs in many parts from the Dutch and therefore from its experience with social housing as developed during the 20th century. 

The first big difference has to do with the support from National Government. In the Netherlands Social Housing received immense financial support from the government. It was the main form of housing delivery subsidized by the government. For a long time Social Housing was also owned by the government, called public housing. This financial support resulted in the development of a lot of SHI and high Social Housing stock. Over the years the governments influence on the social housing market changed. The Social Housing organisations became rich and became financially independent from the government. This all in regards of the governments financial support. 

The government has taking its influence out of the role of the provider and subsidising the provision of stock , but it now offers subsidy on social rent towards individuals. This is a major contribution for the sector as with this subsidy the social housing organisations can keep the rent up, high enough to keep the housing financially viable. 

Off course to reach this point in financial independent Social Housing with a high stock it took years. South Africa has a whole different history on Social Housing and the market is very young(1997). The segregated developed cities inherited from the Apartheid era is another difficulty, which still have their consequences for the development of the cities and for the living patterns of all those affected by it. 

In the current policy context, social housing is seen as one of the many options in housing delivery and therefore the government support only consist of capital subsidy assistance for the development of stock. The institutions responsible for the development of Social Housing are in principle independent from government and receive only capital subsidies for the development of rental units on behalf of the beneficiaries.

In South Africa, the Social Housing concept as currently being supported by government has more similarities with the current Dutch concept of Social Housing than with the one as being developed in the beginning of the 20th century. SHIs have to operate independent from government. The difference is that Dutch SHIs have great financial capacity, contrary to the new SHIs in South Africa. Project finance is very expensive and therefore requires a large financial capacity of the SHIs. The start up phase requires even more additional costs. Interest rates on loans are much higher in a developing country such as South Africa than in a developed country like the Netherlands. 

The financial sustainability of the SHIs is therefore a critical aspect of the South African approach to Social Housing.
4 Case study : Sunnyside




4.1
Introduction

The Republic of South Africa is a country with a long history. 

Not that long ago the well known Apartheid era was finally ended in 1994. A new and first democratic government was established and since the new government tries, up until today, to restructure the country, geographically , politically and economically.  

The new government abolished the four former provinces from the apartheid era, and replaced them with nine fully integrated provinces. 

The nine provinces are further sub-divided into 52 districts: 6 metropolitan and 46 district municipalities. The 46 district municipalities are further subdivided into 231 local municipalities. The six metropolitan municipalities perform the functions of both district and local municipalities. 

The Province Gauteng is the smallest province in South Africa, with only 1.4% of the land area, but it is highly urbanized and has a population of 8,837,178 (2001 South African National Census). 
The CSIR Gauteng Spatial Development Perspective 2005 suggest that Gauteng has become the most populous province in South Africa, with a total of 9.5 million people living there, growing at around 100,000 people every year.  

Although Gauteng is the smallest of South Africa's nine provinces it contributes more than 38% of its gross domestic product (GDP) as well as 60% of its fiscal revenue. Gauteng generates 9% of the GDP of the entire African continent. Gauteng has South Africa’s highest capita per income and can be considered the economic heart of South Africa. 


The City of Tshwane Metropolitan Municipality (CTMM) , also known as the City of Tshwane, is a metropolitan municipality of Gauteng. The municipality came into existence on 5 December 2000.
The CTMM is made up of 13 former city and town councils and is managed by means of an executive mayoral system. The size of the area is more than 3,200 square kilometers and it has a population of about 2,2 million people.



Pretoria  is one of South Africa’s three capital cities, serving as the executive, administrative and official capital, the other two are Cape Town (legislative capital) and Bloemfontein (juridical capital). 
Pretoria is contained in the City of Tshwane Metropolitan Municipality as one of several constituent former administrations and therefore sometimes referred to as Tshwane, this contentious issue of change of name is still being decided. There for as Pretoria is a city and Sunnyside lies within the city centre of Pretoria, this report will refer to the name Pretoria for no further confusion. 
Pretoria is a city in South Africa and a city-district of the CTMM. It also is referred to the heart of the CTMM as it is the City Business District (CBD) of the CTMM. 

The city has approximately a population of 1 million.



[image: image2]

Sunnyside is an urban inner-city area of Pretoria and lays close to the city centre. It is located 2 km south east from the Church Square, which is the city’s centre. Sunnyside was established by James Mears in 1875. In 1888 Sunnyside was officially proclaimed as suburb of the city Pretoria by Paul Kruger the state President. Sunnyside is the second oldest suburb of Pretoria. (FINAL REPORT People-Planet-Profit-(Re)Searching for sustainable urban development, a research on Sunnyside 2007)
Over the years there has been a lot of developments in and around Sunnyside.  In its beginning there were big country houses situated in Sunnyside but a lot were demolished in the 1960’s and replaced by apartment buildings. 
Before the abolition of Apartheid no black people were aloud to live in the city areas and Sunnyside was a district occupied by white people only, mainly young families. 

During the abolition of Apartheid the white inhabitants of Sunnyside fled out of the area and out of South Africa in fright of a civil war. 

In this period a lot of the black people moved into the city centres, but with the fright of a civil war landlords neglected the area and there developed a high crime rate and insecurity. 

Nowadays after the abolition and with the new government, city centres have been stabilised and new developments have create an interesting prospectus for Sunnyside and its inhabitants. 



4.2
Analysis Sunnyside 
Housing situation

Sunnyside is an urban area located in the inner city of Pretoria, where housing is the most common use of the buildings in this area. Sunnyside overall consist out of medium density housing. There are different types of buildings in Sunnyside and different areas, the middle and western part are apartment buildings with some high rise buildings in the western part, in the east part there are some detached houses. 

The density of the buildings is getting higher towards Pretoria city centre and the hart of Sunnyside ‘Esselen Street’. (For specification on the typologies of the buildings in Sunnyside see Report: Research on Sunnyside Jubilee Square, 2007)
Form of Housing

The buildings and apartments in Sunnyside are privately owned. There are some big real estate players in the housing market in Sunnyside such as CPA and Ronmark, whom own several complete buildings. But the biggest form consists of small scale landlords owning 1 to several housing units. These housing units/ apartments are brought under by so called Body corporations, a company that serves as the body of the housing units. It manages and maintains the units, for a percentage of the rent. Body corporations manage a lot apartments and makes sure that the apartments stay occupied, being maintained and maintenance of the building and collect of rent. 

There is no official registration of numbers of rental housing and ownership in the area of Sunnyside. An estimation has been made from conducted interviews (Appendix I: Interviews). The interviewees together own 50% of the housing market in Sunnyside, which are rented out, through bodycorperates or private players. Estimations shown that Sunnyside consists of small scale landlords renting their units through body corporations for 70%, private real estate players own 15% and 
the other 15% can consist of individual ownership, private subletting or maybe government owned.   
So it is fare to say that the most common use and form of housing used by the inhabitants living in Sunnyside is rental housing. 

Range of Housng
There are different types of apartments let in Sunnyside, with difference in location, function, size and quality. 

The different types are divided in 4 groups:

· Bachelor apartment

· 1 bedroom apartment

· 2 bedroom apartment

· 3 bedroom apartment

The typologies speak for themselves, with the bachelor apartment being a one room apartment and the 1 bedroom apartment has 2 rooms; living space and bedroom, etc.

The rent prices asked for these apartments differ a lot, this of the difference in quality of the apartments, buildings and facilities. The rent prices paid in Sunnyside for these apartments are:



Facilities

Sunnyside offers a big range of facilities within the neighbourhood. There are several shopping facilities with 2 big shopping malls and a great amount of small retail shops located on Esselen Street, the commercial centre of Sunnyside. Next to the shopping facilities there are several schools, in the area of Hatfield on the right side of Sunnyside there is the University of Pretoria located. Further Sunnyside has a variety of churches and there is a Hospital located on the boarder of Sunnyside. All these facilities are located in walking distance in Sunnyside. 

Also Sunnyside has a form of public transport, this is very important for the area and its inhabitants. There is one bus company active in Sunnyside, which provide public transport towards the innercity and some areas of work around sunnyside. 

Local economy
Sunnyside has a vibrant economy. The different facilities provide for a big range of shopping opportunities, restaurants, bars and retail shops. These facilities also offers a lot of jobs and job opportunities. There are several big companies located in Sunnyside itself and in the area Arcadia next to Sunnyside on the north site. Sunnyside is located next to the CBD (City Business District, city centre West of Sunnyside) where there is a growing workforce and which also provides a great deal of job opportunities. 


Map of Sunnyside

This map (FINAL REPORT People-Planet-Profit-(Re)Searching for sustainable urban development, a research on Sunnyside 2007)
contains the Building Functions of Sunnyside. With the index you can see the facilitations such as shops, malls, retail shops, schools, churches, recreation parks etc. The housing and the utility buildings; offices and companies.
Inhabitants

The inhabitants of Sunnyside have changed rapidly over the last ten years. Where Sunnyside was a white neighbourhood in times of Apartheid, it now has become an area dominated by the so called new black middle class. The new middle class are non-white African people who are (mostly) government employees. The government tries to empower these people by providing job opportunities in various sectors. The jobs provided differ from public work at the interstate up to the parliament. 
All interviewees claimed that approximate 70 - 80% of Sunnyside’s inhabitants (most of their renters) are new middle class government employees. 

They also stated that it is difficult to give a good estimation who lives in Sunnyside, seen the big numbers of unregistered subletting and illegal occupation by immigrants. A big problem for Sunnyside is that a lot of the apartments are often over populated, there are bachelor apartments seen inhabited by 10 people. This mostly occurs in the buildings referred to as ‘slums’ (buildings which are bad maintained and managed and where crime often occurs).

A lot of people are moving to Sunnyside in order for the jobs the inner city provides, not only for the government jobs. 

Besides the government 20 to 30 percent will be working for the private, service, financial, commerce or transport sector. (Report: Sustainability By Diversity, a research on Sunnyside, 2007) 

Around 5 to 10 percent of the inhabitants of Sunnyside are estimated to be students. This is an estimation because students can not register (under the age of 21/23 you are not legal to sign a contract, never the less they have no steady income). To be able to rent, the parents often sign the contract.



Income

According to a Socio- Economic survey research (Report: Land for Institutional Housing Development. DoH Tshwane CTMM, Department Institutional Housing, 2003) in the area of Pretoria inner city 92,6 % works full time. This is not accurate for all inhabitants seen it is a survey research it gives a view of the employment in the area. 

From an interview with Medstra (Appendix I: Interviews) the most recent statistics of South Africa were obtained, with a focus on the working force of innercity areas. Medstra provided statistics of the income of the inhabitants of inner city Pretoria, which in this research contains of the areas of CBD ( City Business District), Arcadia and Sunnyside.

By this means there has been established a statistic view of the income groups living in Sunnyside or the incomes earned by the inhabitants living in Sunnyside. (For a specification on the statistics and development of this overview see Report: Sustainability By Diversity, 2007)


In fig. 4.2.4 the income categories are divided in three subponents low, middle and high. The white colour stands for the low to middle incomes and the red colour outlines the middle - higher incomes in Sunnyside. 

An interesting point shown directly from this figure is the low income group is quit big and represented in Sunnyside (52,4%). 

The real estate owners and rental companies (see Appendix I: Interviews) pointed out that one third of a persons income can be utilised for housing. 

When the income statistics are compared to the average of rental prices of the housing units of Sunnyside ( fig. 4.2.1) we can see a remarkable outcome of whom can afford the housing provided in Sunnyside. When you look at fig 4.2.5 it shows that approximately 40% of the inhabitants in Sunnyside can not  independently afford a rental unit in Sunnyside. 

These findings confirm the developments of overpopulated apartments and illegal and unregistered subletting in the district of Sunnyside. (Report: Sustainability By Diversity, 2007)


4.3 SHIs Tshwane

	Current projects under YCH’s management

	The Potter’s House
	transitional / special needs
	25 units

	Litakoemi
	transitional / communal
	31 units

	Burgers Park
	institutional
	16 units

	Jubilee Centre
	CBO/NGO offices; hospitality area; community chapel
	 

	Living Stones
	transitional / institutional
	27 units

	Hofmeyr House
	transitional / communal
	54 units

	Inkululeko Community Centre
	non-subsidized
	13 units

	Kopanong
	institutional
	62 units

	Sediba House
	institutional
	45 units

	Rivoningo Care Centre
	special needs
	20 units


In the CTMM there are only two SHIs who have taken the initiative to provide affordable rental housing through the provision of Social Housing. These SHIs will be presented in this paragraph. Also there is another player on the Social Housing market in the inner city of Pretoria which will be pronounced. 
YEAST City Housing

Yeast City Housing was the first Social Housing company in the City of Tshwane and one of the first in South Africa. It wants to ensure decent, affordable housing in the inner city, and contribute to inner city regeneration through well-managed Social Housing.
YCH was created through the work of Pretoria Community Ministries, and is owned by six inner city churches. It was registered as a separate legal entity in 1998, in terms of a Section 21 Company (non-profit). It is also registered with the Social Housing Registrar of Gauteng Province. 

YCH’s residents are currently people earning below R3,500 per month. They might be lower-income working people in the formal sector, informal traders, self-employed, or domestic workers. Some of them are disability pensioners. A large percentage of their tenants are women with small children.
YCH is creating a mix of transitional, communal, special needs and institutional housing, thereby facilitating a diversity of tenure options and housing types. 
(website YCH: www.tlf.org.za)
YCH experiments in terms of offering the best possible product at the most affordable price (YCH, 2002). This also includes developing non-residential uses, but only if it contributes to building communities. When commercial uses are incorporated, YCH will not rent out the units at market prices, because YCH prefers to provide for people who cannot afford to rent on the commercial market. 
YCH is dependent on support from the municipality with regard to securing land and service delivery, and other stakeholders for financial support, e.g. donors, Gauteng Province, NHFC. 

Housing Company Tshwane
Housing Company Tshwane is a Section 21 Company which has been established as a result of a sister-agreement between the City of Pretoria (now CTMM) and the City of Delft in the Netherlands in 2001.

The founding mission of HCT is to provide good quality and affordable housing for people in Tshwane who have previously been unable to access housing or housing finance through the commercial market (HCT, 2001). These are mainly people who do not qualify for project-linked (ownership) subsidy and who 
are unable to access bond funding through commercial financial institutions such as loans and mortgages from banks. 
HCT’s main objective is to provide a range of housing options according to different needs of people in its target market, within close proximity of employment opportunities in order to minimise transport costs and travelling time.

Although HCT is a so called independent 21 company ( non-profit) it  still depends largely on financial support from

the municipality. In this, HCT in not really independent and is mostly controlled by the municipality. 
	PROJECT NAME
	NUMBER OF UNITS
	TYPE

	Eloff building
	91
	Conversion



	Pretoria Townlands Security Village
	761
	Green/Brown fields development (in development)

	Koedoespoort
	1000
	Green/Brown fields 

Development ( in development)



For pictures and information on the SHIs in Pretoria see Appendix J : Social Housing Institutions Pretoria.
Other role player

One of the main role-players currently involved in providing housing within the Inner City of Pretoria is City Property Administration (CPA).  This market-based company specialises in the conversion of buildings for residential use.  CPA targets the section of the population that can afford to pay for rental housing but can not access a loan to purchase a house. As a private company CPA does not make use of institutional subsidies. 

5 Conclusions & Findings





5.1 Housing delivery & strategy

From its first Housing Policy & Strategy since the Apartheid era, the new government acknowledges the housing challenges that has to be made and the delivery of housing for low – middle income. In its first policy documents resulting out of the RDP programme, government stressed the importance of restructuring the segregated towns and cities, and to make sure that housing fosters integrated urban development. But because of the size of the enormous housing backlog, the government focused mainly on fighting the backlog. 

With the resulting housing delivery of approximate 1,6 million houses in ten years the government achieved a lot in terms of quantity. But what government also needed to address were social and geographical disparities. 

Now, this strategy has resulted in a large number of housing delivered with a low-density sprawl outside of cities and urban areas, far from economic and employment opportunities. 

The new government focused only on housing delivery through ownership. This was more out of political reasons than out of logical economic thinking (because the non-white people were never aloud to own property before 1994, in the Apartheid era).

Late 1990’s with the Labour Movement, where people from townships moved into inner city areas seeking for job opportunities, the government acknowledged the need for a rental sector and affordable rental housing. Because of the focus on ownership, this sector is undeveloped and mainly dominated by private parties with high rents instead of the government providing the rental sector and seeking for affordable rental housing for the market where mostly the lower income relies on. 

This resulted in overpopulated apartments in inner city areas, an uncontrolled housing situation in inner cities, reputation of inner cities declined and companies moving out, higher crime rates, and former ‘white’ residents moving out the city centres towards outer suburbs. By this means the inhabitants of South Africa stay divided and polarised communities were created 
around cities (townships) and in the inner city, with no possibility for racial integration.   

The new housing delivery and strategy of 2004 called ‘Breaking New grounds’ acknowledge these problems and are trying to find new ways to improve the delivery and situation on housing in South Africa. With the focus points of providing rental accommodation for the poor, fast tracking of housing demands and racial integration. 

Unfortunately by focusing on the housing backlog and the political background of the housing delivery programmes from 1994, there now is still a lot and more to restructure spatial and a continuous growing housing backlog to fight. 
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5.2 Social Housing
Social Housing in the South African context is mainly a form of affordable rental housing within the whole field of rental housing. The objective of Social Housing is to improve and contribute to the overall functioning of the housing sector and in particular the rental sub-component thereof, especially insofar as Social Housing is able to contribute to widening the range of housing options available to the poor. (DoH, SHP 2005)

Social Housing in South Africa has emerged as a result of fragmented organisational will, mainly by (international) donor organisations, rather than as a result of a supportive policy environment. (DoH, SHP 2003)
Since 2001 the DoH, together with the SHF and other stakeholders in the Social Housing sector have been working on a Social Housing Policy programme. The overall purpose of this policy is to establish a mechanism in terms of which government can create an enabling environment for the development, delivery and maintenance of the Social Housing sector. 

This documents first publication was a draft in 2003. Ever since the policy document is been revised and redrafted. The most recent version of 2005 is a so called sequel plan on the new housing delivery and strategy plan of DoH, ‘Breaking new ground’. 

The Social Housing sector is currently not functioning well in South Africa. Policy documents are drafts and not officially implemented and used by the different stakeholders of the sector. There is no controlling authority for the monitoring of the activities put out in the national policy for the stakeholders as well for the national government. In this means there is no control over the sector and what is being delivered and accomplished.  

There is a huge variety on documents about Social Housing to find in South Africa, these different documents all play out there 
own view on the sector. The government and documents are constantly redefining the concept of Social Housing, this results in an undefined sector to work in for municipalities and SHIs with no ground or a solid base. 

The roles that the stakeholders of the sector play are only assisting roles. In particular the governmental stakeholders assist in providing the needs for SHIs to establish themselves. By this means the sector is developing very slow and not much Social Housing is being delivered in South Africa. 

The financial assistance for Social Housing is a big problem for the sector. The subsidy provided by the national government has a marginal effect on the providing of SHIs. The subsidy is very low and can not meet the needs and financial support SHIs need to establish themselves. The subsidy together with loans from financial institutions do not cover the high capital costs of developing, converting or upgrading of buildings that are well located for Social Housing purposes in urban areas. 

By this means the SHIs are depended on donor funding and are struggling to maintain. They don’t have the opportunity to develop themselves further in means of more capacity building or generate independence. Social Housing in its current form is an unsustainable housing delivery. 

Current the sector has been moving out of the low income market into the middle income markets due to the financial pressures and subsidy constraints and therefore competing with private sector players causing potential market distortions. 

Social Housing currently operates in a policy vacuum.

(SHP 2005, key point out of Mid Term Review EU, Job Summit Pilot Project Mid Term review)  

Social Housing on a local level has a lot of constrains. With no policy document on Social Housing within the CTMM, the sector is working on no grounds and regulation. 

The role of the municipality in providing assistance copes with a variety of problems. The department of Institutional Housing within the Department of Housing of the CTMM has a very low capacity in regulating and managing the sector. At this moment there is only one person active in this department, which is not competent and works out if his line of jurisdiction. 

In order for the CTMM to implement and realise an Institutional Housing project it has to go through a long stretch of departments and policies. The provincial government has to approve and appoint a project of the CTMM and provide the subsidy, which takes a very long time and mostly never happens. 

The Institutional Housing Department of CTMM has accomplished a research on possibilities for Institutional Housing in CTMM resulting in several projects with land and property in their ownership. This project dates from 2003 and still is not approved of or taken in consideration at all.

The land and property in urban areas which is in ownership of the governments spheres is not registered or addressed to in any way, apart from the study mentioned above. By this means there is no overview on land and properties within the urban areas of the CTMM which could be used for Social Housing developments or provided to SHIs. Next to this, the CTMM is restricted by legislations in providing land and properties for SHIs, by the MFMA (Municipality Finance Management Act) where free land or property in hands of governments spheres must be offered on the open market. (Interview Willem Thoren 2007) In this case the land and property available goes to the highest bidder, often the developer driven market.

Most land and property is in ownership of the national and provincial government. In order for the municipality, the CTMM, 

To realise an institutional project on this land/property or

to provide it for Institutional Housing and assistance in the delivery of this land and property towards SHIs, the national or provincial government has to assign this land/property to the municipality. This process takes years to accomplish. So for the realisation to take place the project get postponed for several years (5 years) resulting in a huge amount in pre-development, management and set up costs.  Which results in no support from governments and no realisation of Social Housing projects of CTMM.

The current regulatory framework makes it impossible for the CTMM to co-ordinate and facilitate Social Housing. 

Social Housing is addressed to being a solution for several problems in the housing market of South Africa, but it does not seems to get of the ground. 

The sector experiences management problems as a result of the lack of a supportive policy and no financial support from governments. 

The regulatory framework for social housing and legislations seems to make the implementation of viable and sustainable social housing projects impossible. 

These developments and problems the sector is coping with are a logical result of limited skills and experience on Social Housing nationally in South Africa. In the current form Social Housing in South Africa does not have a bright future. 
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5.3 SHI

Social Housing is a very small sector in the housing market of South Africa. As being a young development for South Africa, since 1997 with the introduction of the Institutional Subsidy of the HSS, there are 60 SHIs developed nation wide, providing approximately 30.332 housing units. (DoH, SHP 2005)

SHIs are the key role players in the Social Housing sector. The SHIs deliver the Social Housing units. 

SHIs in South Africa have to operate independent from government. And rely on an Institutional Subsidy provided by the government. Next to this subsidy SHIs use loans from the NHFC. 

The problems SHIs have can be devided in two components , financial and management. 

SHIs have most struggle with the financial position there in, the subsidy provided by government does not cope the least bit with the costs the SHIs make. Project finance is very expensive and therefore requires a large financial capacity of the SHIs. The start up phase of an SHI brings even additional costs. The loans provided by the NHFC are under a condition of lower interest rates for the SHIs, even then, interest rates are very high in a developing country as South Africa. And demand short payback periods.

The SHIs in current form are dependent on donor funding, this creates unsustainable SHIs and unsustainable projects. 

Management is the second problem. The SHIs experience limited knowledge and skills on management, especially the financial management and the technical management are critical factors. It is difficult to attract well educated staff for the management of SHIs, seen the salaries on the commercial market will differ a lot. 

In Pretoria there are only 2 SHIs operating, which have delivered approximate 350 units since 2002. This number is off course to small in meeting the needs of a national housing backlog or the housing backlog of Tshwane. 

In the current situation it seems very unattractive for any party to establish a SHI. And Social Housing is not being delivered as it should provide a solution on the housing problems of the inner city areas. 
5.4 Sunnyside

Sunnyside is an urban area in the inner city of Tshwane located near the city centre.  The neighbourhood consist mainly of medium density housing. The area is very popular with the new middle class, non-white inhabitants of South Africa mainly government employed and moving into the cities for work. 

The housing delivered in Sunnyside consists almost only of rental housing. Rental housing provided by the private sector through some big real estate players, but mainly provided through body corporates renting out housing units in ownership of small scale landlords. Unregistered rental like subletting of the housing units can not be monitored but it happens on a big scale in Sunnyside. 

The renting provided is only through the private sector and the rental prices are in line with the private sector pricing. 

The real estate in Sunnyside is very much wanted and prices are high on land or property. This is maybe not in line with being a perfect area to live in, but it seems a perfect area to rent out units, seen the area is very popular and overpopulated, the real estate shown an enormous increase of 600% over 4 years. The body corporates and the real estate player Ronmark have shown results of an nonstop occupation of their property and units for three years and there are waiting lists for renting units.  

An interesting finding on the area of Sunnyside is the compilation of its inhabitants. The low to middle income group are quit much represented in the neighbourhood, approximately 50%. 

This was very interesting to find, this seemed to be in contradiction with the rental units and the prices of these units being offered. This finding points out the high scale on which subletting, overpopulated flats and illegal inhabitation takes place in the area, seen that 40 % of Sunnyside’s inhabitants can not individually afford a rental unit in Sunnyside. 

The number that the lower to middle income group represents in Sunnyside seems to be half of its inhabitants. This has shown that there is a high demand for affordable rental housing in this area.  

Next to the demand for affordable rental housing, Sunnyside seems to be the perfect area for Social Housing. Whereas Social Housing wants to open the range of housing provided to the poor, it seeks to provide this housing type of affordable rental housing units in inner city urban areas providing economic and facilitation prospects for the inhabitants of the Social Housing project. 

Sunnyside is an area surrounded by economic growth, job opportunities and has a vibrate growing economy of its own. Facilitations such as schools, shops, malls, hospital, recreation and a form of public transport are within the area and surrounded by it. 

It seems to be an ideal location for Social Housing developments. 

Options for Social Housing within Sunnyside seem to be more difficult. 

The so called Restructuring Zones wherein the development of Social Housing may take place according the new Social Housing Policy Draft 2005 are not yet identified by the municipalities. 

Just recently the CTMM and its Institutional Housing Department have started a collaboration with specialized consultants from the SHF to identify these RZs within the municipality of Tshwane. The development of these zones will take time. A first identification on possible zones have taken place and in this identification Sunnyside is not taken accounted for. 

The reason why this has not yet been done is not in so far Sunnyside does not fit the profile. 
Reasons for the Institutional Housing Department to not identify Sunnyside as a RZ has been out of realisation reasons and the assistance the municipality could deliver, or rather not could deliver. 
The municipality has no land or property in its ownership to use or to assist in providing this for SHIs. 
These grounds of decision making for RZs is been addressed as not being appropriate, but the municipality does not sees the options left for these areas. 

6 Recommendations





6.1 Sustainability through Social Housing

The main problem the Social Housing sector is coping with is the current financial situation which have resulted in unsustainable SHIs. The realisation of new SHIs seem to be non viable projects on the long run and depend financial on its existence. This makes the sector unpopular in times it needs much support. 

The current unsustainable SHIs do not attract the assistance and support of the private market it so much needs, as these projects seems not to be a viable investment with high risks. 

The objectives Social Housing are trying to reach and the role Social Housing can provide in fighting the housing backlog and providing possibilities for housing for the poor is understood and very much needed. 

But in order for the Social Housing sector to survive in the housing market in South Africa, it is going to need some radical changes. The market must improve and mature in order to make a real contribution in scaling down the housing backlog and contribute substantially to inner city regeneration.

In order for the sector to mature and the delivery on Social Housing to grow, the governments have to provide huge financial support. Restructuring of the legislations for social housing should be in order. An important asset should be implemented in the legislations for securing land and property for Social Housing development only in order for Social Housing projects to be developed and delivered. In regards of property transfer to SHIs the legislations and time span has to reduce significantly. In this order the set up costs, and project operational cost must decline and the projects will realise in a short(er) timespan. 

By cutting out the middle man, the provincial government, to channel and manage funding for the Social Housing programme, and give the commendatory towards the municipalities (local 
government) a lot more projects could be realised and implemented, delivering social housing projects. 

It is very much in need for the social housing sector in South Africa that the organisation Social Housing Corporation will be established over a short period, and that from this organisation there will be one managing overall company overviewing the sector, monitoring the stakeholders activities and providing the financial subsidies directly to the Social Housing projects. 

Social Housing is very interesting for niche areas as it upgrades the area by new housing and new investments, community building it offers and racial intergration. As a long term project with support from government the SHI will become financially independend and a sustainable project in a sustainable market. 
SHIs

The SHIs have developed Social Housing stock using the Institutional subsidy together with loan funding from the NHFC and have relied on donor funding and local authority grant funding to cover institutional set-up and operational costs. 

This has resulted in an unsustainable situation where the majority of the SHIs have developed and currently depend on donor funding. (DoH, SHP 2005) 
In order for the SHIs further existence and opportunities to grow or expand as an independent organisation from governments, it must create an environment in which they can operate independently and further not depend from donor funding. 
An important asset that must be used by SHIs is mixed-use development. The current SHIs contain of one use mainly, providing Social Housing units only. The use of the units are 
only residential use. By implementing mixed-use development, a part of the units can be used for other purposes, gaining a (higher) income on these units. 

The important advantage of mixed-use development is the effect of cross-subsidisation it creates between the different uses. 
Implementing mixed-use development a SHI can appoint a number of units for commercial uses. By renting out these units for commercial uses at a market price, the SHI collect an income to further subsidise the affordable rental housing units. 

Mixed- income developments must also be added seen they also aim to cross-subsidise. Mixed-income development in a SHI is a mix of Social Housing units and non-subsidised residential units.
The non-subsidised residential units can be seen as a commercial use, because a market-related rental price is charged and for this reason the development of non-subsidised units also aim to subsidise affordable social housing units.
Mixed-use development can be seen as an instrument for the regeneration of inner cities, seen it brings a mix of uses and therefore activity in the area.

Through realising a SHI that uses mixed-use developments with mixed-income developments, a SHI generates not only a maximum in cross-subsidising but also contribute to community building and economical and social integration of Social Housing development in the inner city and urban environment. 

A mixed-use development is recommended in the form of commercial use of the ground level of the SHI for retail and shopping purposes. Renting out these units at a market price. 

This creates not only cross-subsidisation for the Social Housing units but it will also contribute to the economic developments and growth of the area and to the attractiveness. 

By also implementing mixed-income development, the SHI gains more cross-subsidization through the non-subsidized residential unit. It will not only provide cross-subsidy but it will also contribute to the social integration of SHI in a neighbourhood and contributes to community building.

With the implementation of mixed-use development,

both spending capacity (residents) and economic activity (commercial uses) are brought back to the city, contributing to the regeneration of inner cities. 
Mixed-use development in this context has the potential of improving the financial feasibility of Social Housing projects. More importantly, mixed-use development has the added value to contribute to inner city regeneration, since it contributes to community building and to the physical, economic and social integration of housing development within the urban environment. Therefore, the recommendation is to cross-subsidize SHIs by implementing mixed-use development & mixed-income developments as an asset to achieve viable Social Housing projects and inner-city regeneration.



6.2 Social Housing as an option for Sunnyside

Sunnyside is the perfect area for Social Housing developments. 

As an inner city area surrounded by economically active areas with a growing local economic of its own, the location is perfect. 

Sunnyside provides all the necessary facilities for the target group of Social Housing, in terms of schools, shops, recreation, economy, job opportunities and public transport. 

There is a huge demand for affordable rental housing units in Sunnyside and the attractiveness towards the immigrating people into the city centres is huge. Although the housing market in Sunnyside does not provide rental housing for the low-middle income group, this group is highly represented in the area containing of almost 50% of its inhabitants. In order for this income group to live in Sunnyside, they often share housing, sub rent or illegally occupy the residential units. Concluding in much overpopulated apartments and creating a decline of some areas and buildings in Sunnyside, resulting in a bad reputation of Sunnyside by the middle-higher income group. 

The current housing market in Sunnyside is in hands of the private sector. Leaving no land or property in hands of the governments spheres. Not much land in Sunnyside is free for developments for both role players.

The area of Sunnyside is not included in the first plans of the CTMM for RZs in the innercity of Tshwane. This decision is not based on the situation of Sunnyside, but only out of the assistance possibilities the municipality can offer to SHI for this area. As the RZs are not yet identified or implemented, there are no current restrains for SHI to develop in the area of Sunnyside. 

But because the municipality has no ways of assisting SHIs by providing land or property in Sunnyside, it seems impossible for a new SHI to emerge in Sunnyside. 

The real estate and property costs are very high in Sunnyside, for a SHI to buy such property and develop Social Housing units, the costs are enormous giving SHI so much constraints that it seems an impossible task. To develop a new SHI in Sunnyside even with mixed-use and mixed income developments, it seems impossible to create a viable and sustainable project. 

In order to meet the needs of the huge demand for affordable rental housing units in Sunnyside another role player in the Social Housing market of Tshwane could be of assistance. 

City Property Administration is a market-based company that specializes in the conversion of buildings for residential use. It has delivered over 1000 residential units within the inner city of Tshwane. CPA targets the section of the population that can afford to pay for rental housing but can not access finance (mortgages, loans) to purchase a house. As a private company CPA does not make use of institutional subsidies and therefore the rents of the residential units are higher than those of social housing units. 
A lot of property in the inner city of Tshwane is in hands of CPA. Also in Sunnyside CPA owns several buildings and are developing some new projects (luxury apartments) as well in Sunnyside.  CPA has some office buildings in Sunnyside which are to this point vacant and out of use. 

Seen from the housing market in Sunnyside and the current high demand for affordable rental housing, CPA can converse this office buildings into residential uses, with small bachelor apartments seeking to provide for lower rental prices in the housing market in Sunnyside.

Another option for a SHI is Sunnyside could be implemented by the means of the Sediba project of Yeast City Housing.
The Sediba House was an existing office block of which the three top floors were converted into 45 one and two bedroom flats. 
The office block is not in ownership of the SHI, so YCH rents the three top floors of the office block. 
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Fig. 5.1.1 Sprawl housing, far from economic activity and job opportunities
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