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Foreword by the CEO of SALGA  
 

South Africa is a country in transition. Since our country became a democracy fifteen years ago, substantial progress 

has been made in the creation of a more equal society. However, I will be the first to acknowledge that a lot still 

needs to be done towards responding the developmental challenges of the country. Among these developmental 

challenges is access to proper housing. The government has developed legislation, policies, and strategies to create 

an enabling environment for the delivery of affordable housing that meets the demands of different income groups. 

Although millions of houses have been built, we are still facing a huge backlog and many people are still living in 

poor conditions.  
 

 

Rental housing, though a small part of the total housing market, serves a specific target group that is not catered for 

in other housing programmes. The National Department of Human Settlements has therefore developed a rental 

housing strategy to promote the delivery of rental housing. Many municipalities have realised that there is a demand 

for rental housing in their areas of jurisdiction and that they need to engage in rental housing.  There are, however, 

many challenges to be overcome in the delivery of rental housing. Fortunately, several municipalities have tackled 

these challenges and have successfully implemented rental housing projects. The examples of these municipalities 

provide valuable lessons for other municipalities.  
 

 

Lǘ ƛǎ ƻƴŜ ƻŦ {![D!Ωǎ ǇǊƛƻǊƛǘƛŜǎ ǘƻ ŜƴƘŀƴŎŜ ƳǳƴƛŎƛǇŀƭ ƪƴƻǿƭŜŘƎŜ ƛƴ ǘƘŜ ŦƛŜƭŘ ƻŦ ǊŜƴǘŀƭ ƘƻǳǎƛƴƎΦ Lƴ ƭƛƴŜ ǿƛǘƘ ǘƘƛǎΣ ƛƴ нллт 

the organisation launched the second edition of the Toolkit for Municipal Social Housing Policy. The Toolkit was cre-

ated to support municipalities with the development of their rental housing policy. As a follow up to this, the organi-

ǎŀǘƛƻƴ Ƙŀǎ ǎŜŜƴ ƛǘ ƴŜŎŜǎǎŀǊȅ ǘƻ ǇǊƻŘǳŎŜ ŀ ōǊƻŎƘǳǊŜ ƻƴ ΨƎƻƻŘ ǇǊŀŎǘƛŎŜǎ ƛƴ ǊŜƴǘŀƭ ƘƻǳǎƛƴƎΩΦ ¢ƘŜ ōǊƻŎƘǳǊŜ ŘǊŀǿǎ ŦǊƻƳ 

practical experiences of municipalities in implementing rental housing projects.  
 

 

As SALGA, we are pleased to share with you good practices in rental housing from your peer municipalities. The bro-

chure is meant to be an inspiring guide to successful implementation of rental housing projects throughout the 

country. We hope that this brochure will capacitate and motivate municipalities to implement rental housing. Ulti-

mately, we trust that this brochure helps municipalities to speed-up rental housing delivery.  

 

 

 

Mr. Xolile George  

Chief Executive Officer  

SALGA  
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BNG    Breaking New Ground 

CEO     Chief Executive Officer 
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GMHC   Govan Mbeki Housing Company 
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Access to proper housing is a constitutional right. The government, consisting of all three spheres of gov-

ernment, has to take all reasonable measures to ensure this right. Since 1994, the government has pro-

vided housing to millions of people. Unfortunately, there are still people living in improper houses. The 

government has recognised this problem and introduced several policies to tackle this challenge. One of 

the approaches is investing in rental housing.  

Rental housing is one of the instruments to provide secure tenure. There are different forms of rental 

housing, which will be discussed later. The target group for rental housing is very specific and consists of 

households earning below R7,500 per month, many of whom need short to medium term housing.   

Although a lot of work has been done over the last fifteen years, there are still many challenges that 

(local) governments, housing institutions and other organisations are facing. To assist municipalities to 

tackle these challenges, SALGA has developed this brochure. Each phase in rental housing has its own 

challenge. In this brochure, good practices in the different phases of rental housing have been selected to 

be exemplary for other municipalities. The goal of the brochure is to be a tool for municipalities to make 

the step from policy on paper to policy in practice. 

In this brochure, the different forms of rental housing will be introduced shortly. The main programmes 

and subsidies will be explained and the roles and responsibilities of the different spheres of government 

will be introduced. Furthermore, six good practices from different municipalities concerning rental hous-

ing will be outlined. The challenges that the municipalities have encountered, and the way these chal-

lenges have been tackled, are described and lessons for other municipalities are drawn.  

  

 

 

Chapter 1| Introduction 
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Chapter 2| What you need to know about rental housing  
 

 

In September 2004 the Cabinet adopted the Comprehensive Plan for Housing Delivery, the Breaking New 

Ground (BNG) strategy. This plan aims to promote an integrated society by developing sustainable human 

settlements and quality housing. The BNG plan contains a subsidy system for different income groups for 

people earning below R7,500 per month.  

One of the elements of the BNG strategy is rental housing. Besides rental housing, BNG focuses, amongst 

others, on the eradication of informal settlements and the provision of Reconstruction and Development 

Plan (RDP) houses. Although rental housing is a relatively small segment of the housing sector, it can be of 

significant importance to specific target groups. Rental housing can attract certain qualified people that a 

municipality may need, such as teachers, nurses or municipal officials. By including rental housing in the 

BNG strategy, the government wants: 

 

To facilitate the production of the effectively managed institutional housing in the areas where de-

mand for institutionally managed housing of all types exists. 

To contribute strongly towards the achievement of urban restructuring and urban renewal through 

urban integration and impacting positively on urban economics. 

 

To achieve these objectives, the National Rental Housing Strategy was developed. This strategy focuses 

on low (R800 - R3,500 per month) to middle (R3,500 - R7,500 per month) income groups. The National 

Rental Housing Strategy describes an implementation plan for the Social Housing programme and the 

Community Residential Units programme. Both programmes have their own target group and subsidy 

system, which will be explained on the next few pages. Besides those two programmes, the government 

provides the Institutional Subsidy for rental housing projects throughout the country.  
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Social housing is a rental housing option mainly delivered by Social Housing Institutions (SHIs). A SHI can 

be, amongst others, a section 21 company, a municipal entity or a private company (Pty). Social housing is 

aiming at low to middle income households earning R1,500 to R7,500 per month. Social housing is a way 

of providing affordable, medium to high density rental housing. The main purpose is restructuring urban 

areas, not mass delivery of housing units. It aims to undo the legacy of the town planning under the apart-

heid regime and to create a socially, racially and economically integrated society.   

 

The subsidy for social housing as prescribed in the Social Housing Act is the Social Housing Restructuring 

Capital Grant (2008-2009: +/- R125,000 per unit). This Grant is complemented with the Institutional Sub-

sidy from the provincial government (2008-2009: R53,227 per unit). The Capital Grant is available for pro-

jects in the so-called Restructuring Zones (RZs). A RZ is an area within a city that has good opportunities 

for social and economic development. At the moment, the Social Housing Programme is in an interim 

phase. Thirteen municipalities have been selected, based on their urban characteristics, to take part in the 

Interim Programme for Social Housing. The selected municipalities can identify RZs within their areas of 

jurisdiction. The selected municipalities are: Buffalo City, Cape Town, Ekurhuleni, eThekwini, Johannes-

burg, Mangaung, Msunduzi, Nelson Mandela Bay, Mbombela, Polokwane, Rustenburg, Sol Plaatjie and 

Tshwane.   

Social Housing 

Target group:  
Income < R7,500 p/m 
 
Area:  
13 urban municipalities 
 
Stock: 
Institutional stock:    
Medium to high density 
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The Community Residential Units (CRU) programme is the successor of the National Hostel Redevelop-

ment programme. The CRU programme provides funding for the development or refurbishment of public 

housing stock. The target group for this programme are low income households earning below R3,500 per 

month, many of whom cannot (yet) be accommodated in RDP houses or cannot afford to rent in the com-

mercial rental housing market. The programme seeks to bridge the gap between social housing and lower 

housing markets, such as backyard shacks and informal settlements. 

The CRU programme provides a subsidy for the total capital costs of project preparation and project     

development of public property and a once-off maintenance grant after five years. The subsidy (2008-

2009: +/- R180,000 - R220,000 per unit ) is calculated based on standard development costs, taking differ-

ent forms of property development (greenfield / brownfield / etc.) into account. The programme will not 

provide funding for land.  

Community Residential Units 

Target group:  
Income < R3,500 p/m 
 
Area:  
Whole Country 
 
Stock:  
Public  Stock 
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Institutional Subsidy 

 

There is one subsidy available for institutional rental housing projects throughout the country, the Institu-

tional Subsidy. This subsidy is paid out to the SHI, that is developing and managing the project. There is a 

fixed subsidy amount (2008-2009: R53,227 per unit) for every household in the project earning below 

R3,500 per month.  

It is the responsibility of the SHI to develop and manage the housing stock. Some of the tasks of SHIs are 

the collection of rent, maintenance, security and tenant administration.  

The main purpose of the Institutional Subsidy is to subsidise rental housing projects, although there are 

possibilities for installment sale or other forms of housing that provide for ownership in the long term. 

The SHI has to maintain ownership for at least four years.  

 

Target group:  
Income < R3,500 p/m 
 
Area:  
Whole Country 
 
Stock: 
Institutional stock 
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The National Department of Human Settlements is the overall leader in the sector. The National Depart-

ment has to develop the regulatory and legislative environment, which will enable all stakeholders in the 

sector to operate effectively. Furthermore, the Department is responsible for the overall monitoring of 

the sector. 

The province provides a provincial regulatory and legislative framework in which provincial housing priori-

ties are addressed and within which municipalities and SHIs have to operate. Furthermore, the provincial 

government is responsible for the allocation of the Institutional Subsidy and the subsidy for the CRU pro-

gramme.   

Initiation, planning and coordination are the main responsibilities at the municipal level. The municipality 

is the central actor within rental housing. The municipality is the link between the SHI, the provincial gov-

ernment and other stakeholders. The municipality has to assign the areas where rental housing will be 

developed. In municipalities where RZs are applicable, the municipality will identify the RZs (which have 

to be approved by the provincial and national government).  

By law, the municipality is obliged to create an enabling environment to facilitate the development of 

rental housing units. The development of a rental housing strategy / policy, with the goals and objectives 

of a municipality regarding rental housing, can create a clear framework for rental housing in a municipal-

ity.  

Role of national, provincial and local government 
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Chapter 3| The planning of a rental housing project: 

Knysna Municipality 
 

 

Throughout the country, many municipalities are creating the right environment for rental housing. To 

make rental housing sustainable, good planning and a long term vision are crucial. Several steps have to 

be taken and different challenges have to be tackled before a rental housing project can be implemented 

successfully. In rental housing, many stakeholders are involved and different phases have to be completed 

before the actual building can start. This can make the planning of a project challenging.  

In this good practice, the planning of a rental housing project in Knysna will be described. Knysna is a 

popular residential area, therefore the demand - and thus the value - of the property is relatively high. 

Consequently, many local people cannot afford to buy an affordable house. Therefore, the municipality 

wanted to create affordable rental housing opportunities for these people. In Knysna, adequate planning 

has resulted in an accurate project preparation. The steps that the municipality has taken to start the pro-

ject will be described. 

 

 

Initial phase 

The idea of a housing project started with the municipal officials. Knysna was implementing a number of 

RDP projects for the lowest income group (< R3,500 per month). During the implementation of the RDP 

project, it became clear that people who earned more than R3,500 per month were struggling to get ac-

cess to the formal housing market in Knysna.  

There appeared to be a lack of proper housing for the middle income group (R4,500 - R18,000 per 

month). Because the housing market in Knysna is relatively expensive, it is difficult for the middle income 

group to find suitable and affordable housing. Even the rental housing market in Knysna is not affordable 

for the majority of the local people. Therefore, the municipality identified the need for middle income 

housing.  
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 Council resolution 

The idea for the housing project was submitted to the Council. The Council agreed upon the proposal and 

was willing to support further research on the possibility of a rental housing project for the middle in-

come group. Before the project plans were drafted, the municipality conducted a market research. This 

research showed a gap in the housing market in Knysna. There is a large supply of upmarket (rental) 

housing and there are many initiatives that are devel-

oped to serve the low income groups. However, in 

Knysna there is a gap is because there is very few pro-

vision of housing for people with middle incomes, 

while the demand is high.  

When the demand for rental housing was determined, 

the municipality decided to implement two projects; 

one project for households earning between R10,000 - 

R15,000 per month, and one project for households 

earning between R4,500 - R10,000 per month. The mu-

nicipality made two parcels of land available for these 

projects.  

 

Selection of the delivery agent 

The Council agreed upon the implementation of the housing projects. The potential affordable housing 

market in Knysna is too small for a separate housing institution to be sustainable. Therefore, there was no 

reason to establish a municipal entity. The Council chose to have the project implemented by an existing 

SHI. All potential developer was requested to give a presentation to the Council.  

 

The municipality appointed Own Haven Housing Association (OHHA) as the delivery agent. The municipal-

ity and OHHA entered into a land availability and co-operation agreement. The agreement describes the 

transfer of land for a favourable price from the municipality to OHHA. The roles and responsibilities of 

both parties are stipulated in the agreement as well.  
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The municipality transferred the two parcels of land to OHHA for the development of the two housing 

projects. One parcel was made available for the project for people earning less than R15,000 per month 

and the other parcel for the project for people earning below R10,000 per month. 

To make sure that both parties are satisfied with the way the project is implemented, the agreement be-

tween the municipality and OHHA prescribes the constitution of a joint committee. The joint committee 

consists of political representatives and officials from the municipality and delegates from the SHI. The 

joint committee monitors the project to ensure that both parties fulfil their tasks and duties as described 

in the agreement.    

 

Conclusion 

Planning is often seen as a challenge in the preparation of a rental housing project. Knysna has tackled 

this challenge and planned the rental housing project very well. By drawing a project plan based on a mar-

ket research, the municipality has made sure that houses are built that fit the demand. Furthermore, the 

selection of the delivery agent and the agreement that is made with the delivery agent ensure the suc-

cessful implementation of the project. 

 

Lessons for other municipalities 

Good planning is of utmost importance for successful implementation of a rental housing project. 

A SHI from outside the municipality can be a suitable delivery agent. 

 

Suggestions for further information 

www.knysna.gov.za  

 

http://www.knysna.gov.za
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Chapter 4| The relationship between the municipality 

and the province: The Western Cape 
 

 

In South Africa, access to adequate housing is a constitutional right. The government, consisting of all 

three spheres of government, has to take all reasonable measures to ensure this right. To accomplish this 

goal, the different spheres of government have to work together to ensure the delivery of adequate hous-

ing. During the preparation and implementation of rental housing, different actors are involved, such as 

the three spheres of government, delivery agents and supportive organisations.  

For the implementation of rental housing, the relationship between the national, provincial and local gov-

ernment is of utmost importance. The different actors each have their own roles and responsibilities. 

However, cooperation and communication is essential. To facilitate this, Provincial Steering Committees 

(PSCs) have been established in almost every province. The PSC meeting is a suitable forum for the differ-

ent stakeholders to meet. The PSC meetings are organised by the provincial government and bring the 

main role players in the field of rental housing together. 

The PSC supports the coordination and alignment of government driven rental housing projects in the 

province. Furthermore, the PSC is a platform for capacity building in the sector. The cooperative approach 

must ensure that projects are aligned to national, provincial and local policies. In this case, the practice of 

the PSC on rental housing in the Western Cape will be outlined. 

 

 

Purpose of the PSC 

The PSC deals with different issues concerning rental housing planning and delivery. First of all, the PSC is 

established to guide and support the major stakeholders in the planning and implementation of rental 

housing projects. Furthermore, the PSC aims to monitor, guide and speed up rental housing delivery.  

The PSC tries to reach this goal by bringing together the main stakeholders and to have them submit the 

projects they are planning for the next five years. The planned projects are collected in a database (the 

project pipeline). As soon as a project is included in the pipeline, the progress in the preparation of the 

project is monitored. Based on specific conditions, selected projects will be submitted for subsidisation.  
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Furthermore, the PSC is a meeting where municipalities and delivery agents can receive assistance from 

supportive organisations such as SALGA and the Social Housing Foundation (SHF), when needed. This as-

sistance can be helpful to tackle challenges in the preparation of a project. 

 

 

One meeting, two agendas 

Cooperation between the different stakeholders is essential for successful implementation of a rental 

housing project. The PSC can therefore be a helpful tool for municipalities. The PSC meeting in the West-

ern Cape is bi-monthly. In the PSC meeting the most important role players in rental housing can discuss 

the preparation of rental housing projects regularly. Furthermore, the PSC makes it easier for the province 

to have a constant overview of what is happening in the field of rental housing throughout the province. 

In the Western Cape, the PSC meeting has two main agenda items. Social housing is one item, which is 

only applicable for the City of Cape Town, because no other municipality in the Western Cape is taking 

part in the Interim Social Housing Programme (more information: page 5). The second main agenda item 

of the PSC meeting is Community Residential Units (CRU), for which all the other municipalities in the 

province are invited. The meetings are separate, but on the same day and at the same place.  

 

 

The content and the participants of the PSC meeting are roughly as follows: 

 

 

 

Section 

Content Participants 

1 Social Housing Municipalities taking part in the Interim Social Hous-

ing Programme, SHIs, NDoHS, PDoH, Supportive or-

ganisations (SALGA, SHF) 

2 Issues concerning Social Housing and CRU All 

3 CRU Municipalities with (potentially) CRU, SHIs, NDoHS, 

PDoH, Supportive organisations (SALGA, SHF) 
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Conclusion 

Coordination and communication between the different stakeholders in rental housing can be a chal-

lenge. The PSC deals with the coordination between the national, provincial and local government. The 

broad range of actors taking part in the meeting and the different agenda items that are discussed, make 

the PSC meeting valuable. Because of the submission of the projects and the interaction between the dif-

ferent parties, the PSC meeting is helpful for municipalities to implement rental housing. The PSC is ulti-

mately a tool for municipalities to realise their projects and fine-tune them with the available subsidies. 

Furthermore, assistance from supportive organisations can help municipalities to tackle challenges. 

 

Lessons for municipalities: 

Attend the PSC meetings to submit your rental housing project(s) for funding.  

Assistance from supportive organisations can be found at the PSC meetings. 

The PSC meetings can be important for the relationship with SHIs and the provincial government. 

 

Suggestions for further information: 

http://ftp.shf.org.za/PCS_FunctionsOperation.pdf 

 

 

http://ftp.shf.org.za/PCS_FunctionsOperation.pdf
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Chapter 5| The relationship between the municipality 

and the Social Housing Institution:  

JOSHCO and the City of Johannesburg 
 

 

In the different phases of a rental housing project, a lot of different actors are involved. During the imple-

mentation of a housing project, the delivery agent is a key role player. The delivery agent can be, amongst 

others, a municipal entity, a private company, or a section 21 company. The type of delivery agent that is 

most suitable for rental housing in a specific municipality depends on the local circumstances. 

One of the challenges a municipality might encounter is selecting the right delivery agent that suits rental 

housing in the municipality. Once the delivery agent is selected, building a good relationship between the 

municipality and the delivery agent is important. This relationship can be the key to successful implemen-

tation of rental housing. Conflicts in the relationship however, can delay housing delivery. To establish a 

good relationship, agreements need to be made about the performance of both the delivery agent and 

the municipality. 

In this good practice, the case of the City of Johannesburg will be described. Johannesburg considers 

rental housing as one of its responsibilities. Therefore, Johannesburg has established a municipal entity 

for rental housing, the Johannesburg Social Housing Company (JOSHCO). Both Johannesburg and JOSHCO 

have certain responsibilities in the field of rental housing. Johannesburg supports rental housing finan-

cially and makes municipal land available for housing. JOSHCO has the task to deliver rental housing units 

in Johannesburg. To ensure accountability towards each other, the relationship between Johannesburg 

and JOSHCO is structured along different sorts of agreements. 
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 Municipal entity structure 

Johannesburg has a number of municipal entities for different purposes, such as water supply, electricity 

and rental housing. The municipality has established a corporate governance structure that is applied to 

all its municipal entities. This structure makes it easier to manage the different entities. This corporate 

governance system monitors performance and ensures cooperation between the city and its entities. 

JOSHCO and other municipal entities, report to the relevant departments and the Council on a regular 

basis. 

Accountability is an important part of the relationship for Johannesburg. JOSHCO and Johannesburg must 

ōŜ ŀōƭŜ ǘƻ ǊŜƭȅ ƻƴ ŜŀŎƘ ƻǘƘŜǊΩǎ ǇŜǊŦƻǊƳŀƴŎŜΦ hƴ ǘƘŜ ƻƴŜ ƘŀƴŘ WƻƘŀƴƴŜǎōǳǊƎ Ƙŀǎ ǘƻ ōŜ ǎǳǊŜ ǘƘŀǘ ǘƘŜ 

money they invest in rental housing is spent properly. On the other hand, JOSHCO has to be sure that the 

municipality supports the organisation constantly. Therefore, good, transparent governance and leader-

ship are a vital part of the relationship between the municipality and the delivery agent. 

 

 

 

Service Delivery Agreement 

When JOSHCO was founded, Johannesburg and JOSHCO signed a Service Delivery Agreement (SDA). The 

SDA describes, amongst others, the duties and obligations of both parties and the services JOSHCO has to 

provide, such as rental housing development and management. A SDA provides a legal basis for the rela-

tionship between a municipality and a delivery agent. 

The SDA between Johannesburg and JOSHCO was designed to formulate the mandate of JOSHCO and to 

formalise the roles and responsibilities of both parties. Furthermore, the SDA contains a range of solu-

tions, in case of disputes or deadlocks, such as mediation. 

¢ƘŜ {5! ŘŜǎŎǊƛōŜǎ ōƻǘƘ ǇŀǊǘƛŜǎΩ ǘŀǎƪǎ ŀƴŘ ǘƘŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ WƻƘŀƴƴŜǎōǳǊƎ ŀƴŘ WhI{/hΦ ¢ƘǊƻǳƎƘ 

the SDA it is possible to keep the tasks of JOSHCO and Johannesburg aligned but separated. Some of the 

tasks of JOSHCO, as described in the SDA, are the development of rental housing units, collecting rent and 

managing the rental housing stock. There is no intervention from the municipality with regard to manage-

ment related issues, such as rent payment and evictions. The roles of Johannesburg are, as described in 

the SDA, amongst others, the provision of municipal land for housing, the provision of financial resources 

for JOSHCO and the delivery of basic services for the rental housing stock. 
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 Service Level Agreement 

While the SDA is a long term commitment, the parties sign a Service Level Agreement (SLA) for every spe-

cific project. The function of a SLA is to ensure that both parties can be held accountable in fulfilling their 

obligations. In a SLA the roles and responsibilities within a certain project are described, therefore, the 

SLA can differ per project. 

A SLA between Johannesburg and JOSHCO contains, amongst others, the number of units to be built, the 

type of units, the target market, the potential beneficiaries and the period in which the project needs to 

be finished. Because of the detailed information included in a SLA, conflicts during the housing project can 

be avoided; both parties know what they can expect from each other. 
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 Conclusion 

Maintaining a good relationship between the delivery agent and the municipality can be difficult. Good 

agreements between the two parties can ensure a healthy relationship. The different agreements (the 

municipal entity structure, the SDA and the SLA) between JOSHCO and Johannesburg result in a transpar-

ent relationship between the parties.  Both parties know their roles and responsibilities in rental housing 

and can rely on each other. The different agreements make reporting necessary, it contributes to the 

transparency and accountability between the municipality and the delivery agent. However, no matter 

what type of agreement a municipality chooses, without good management and accountability, delivery 

of rental housing will be very difficult. Because of the agreements and the relationship between Johannes-

burg and JOSHCO, JOSHCO has been able to build up a total stock of over 7500 rental housing units.  

 

Lessons for other municipalities 

Make sure that you have some kind of written agreement with your delivery agent. It will improve 

housing delivery in the short and in the long term, and can prevent inconvenient situations be-

tween both parties. 

Make sure that the delivery agent is accountable to the municipality and vice versa. 

Housing is a shared governmental responsibility, the municipality has an important role and when it 

takes this responsibility, housing delivery can be improved. 

Good governance and leadership are absolute requirements for the delivery of rental housing.  

 

Suggestions for further information 

Performance Agreement template (a Service Level / Delivery Agreement can also be labelled as a 

Performance Agreement). SALGA Municipal Social Housing Toolkit (Chapter 6: Performance Agree-

ments)  www.salga.net 

Performance Agreement template http://ftp.shf.org.za/lg_performance_agreement.pdf 

 

 

 

 

 

 

 

 

http://www.salga.net
http://ftp.shf.org.za/lg_performance_agreement.pdf
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Chapter 6| Twinning to solve capacity shortage:    

Camdeboo Municipality and Winterswijk Municipality 

 

 

At the local government level, one of the challenges in housing delivery can be a lack of capacity. On the 

one hand, the lack of capacity is a quantitative problem, if there is not sufficient staff available to ade-

quately address the housing issues. On the other hand, it is a qualitative problem, if there is a lack of 

know-how on specific housing issues. Within the country there are different organisations, such as SALGA 

and the Social Housing Foundation, that can help a municipality to build capacity in the field of (rental) 

housing. However, it might also be possible to find assistance for capacity building from other municipali-

ties. 

In this example, the twinning relationship of Camdeboo local municipality will be explained. The munici-

pality of Camdeboo has found assistance overseas and has established a relationship with the municipal-

ity of Winterswijk (The Netherlands). This relationship is established to exchange knowledge and experi-

ŜƴŎŜ ǘƻ ŜƴƭŀǊƎŜ /ŀƳŘŜōƻƻΩǎ ŎŀǇŀŎƛǘȅ ƛƴ ǘƘŜ ŦƛŜƭŘ ƻŦ ǊŜƴǘŀƭ ƘƻǳǎƛƴƎΦ ¢ƻƎŜǘƘŜǊ ǘƘŜȅ ŀǊŜ ǇŀǊǘƛŎƛǇŀǘƛƴƎ ƛƴ ŀ 

twinning programme (LOGO South) initiated by VNG International (the International Cooperation Agency 

of the Association of Netherlands Municipalities) in cooperation with SALGA. The twinning programme 

focuses on exchanging knowledge between municipalities in the field of rental housing. 

 

 

2007: The establishment of the relationship 

The twinning relationship between Winterswijk and Camdeboo started on an informal basis. After half a 

year of getting acquainted and discussing the possible relationship, the relationship was formalised 

through the signing of a Memorandum of Understanding. Together, the municipalities drafted their pro-

ject proposal, in which the activities for capacity building are described. The project proposal was ap-

proved and funded by VNG International. Since the establishment of the relationship several working vis-

its to and from the Netherlands have taken place. The most important activities in the project are the de-

velopment of a municipal housing policy and the exchange of knowledge about rental housing and town 

planning. 
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 2008: Workshops and market survey 

The municipality of Camdeboo faced different challenges in rental housing, of which the most important 

was a shortage of capacity with regard to knowledge of rental housing. To tackle this challenge, different 

initiatives were developed. In cooperation with SALGA and Winterswijk, workshops for the Councillors 

and officials of Camdeboo about the rental housing sector were organised. During the workshops differ-

ent subjects were discussed. To get an understanding of rental housing and related issues, general infor-

mation and challenges in rental housing were explained. Moreover, the tasks for the municipality in hous-

ing were discussed. Issues such as finance, policies and housing options were debated. During these intro-

ductive workshops, the SALGA policy framework was used to begin with the development of the munici-

Ǉŀƭ ǊŜƴǘŀƭ ƘƻǳǎƛƴƎ ǇƻƭƛŎȅΦ ¢ƘŜ ǿƻǊƪǎƘƻǇǎ ƛƴ /ŀƳŘŜōƻƻ ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ǘƘŜ /ƻǳƴŎƛƭƭƻǊǎΩ ŀƴŘ ƻŦŦƛŎƛŀƭǎΩ ƪƴƻǿƭπ

edge of rental housing.  

While discussing the challenges in rental housing, it was 

concluded that it was necessary to conduct a market 

research to get a better understanding of the rental 

housing market in Camdeboo. A market survey is a help-

ful tool to determine whether or not there is a demand 

for (rental) housing. Furthermore, a market survey can 

provide information on the kind of housing people are 

looking for and the amount of money that people can 

spend on rent. 

Winterswijk assisted Camdeboo in the design of the terms of reference for the survey and in the selection 

of the most suitable research consultant. A research consultant from the Nelson Mandela Metropolitan 

University was selected to conduct the research. 

 

2009: Results of the market survey and way forward 

After four months of extensive research, the first results of the market survey were presented to the 

Council of Camdeboo. The results showed that there was a demand for rental housing.  Furthermore, the 

people indicated, amongst others, that they were interested in rental housing, that they preferred  

houses over flats and that 3-bedroom units were most desired. Moreover, the market survey showed that 

location was an important aspect for the potential tenants. 

 

 

 



26 

  

For Camdeboo there was no reason to establish a municipal entity because the potential rental housing 

market in Camdeboo is too small for a separate housing institution to be sustainable. Therefore, during a 

visit from Winterswijk to Camdeboo in May 2009, a joint team of experts from both cities visited several 

SHIs outside Camdeboo. It was necessary to find out if there were existing housing institutions elsewhere 

that were interested in developing a rental housing project in Camdeboo. A housing institution based in 

East London showed interest in developing a rental housing project in Camdeboo. 

To keep the momentum going, the municipalities decided to meet again in June. The researchers of the 

university, the CEO of the SHI, a delegate from the Provincial Department of Housing and the two twin-

ning municipalities got together to discuss the project in more detail. This turned out to be a very success-

ful session. All parties showed commitment and dedication. Therefore, it was possible to identify some 

pieces of land that would be suitable and to get a good idea about the kind of rental units that could be 

delivered. The next step is to do a feasibility study and to apply for a subsidy at the Provincial Department 

of Housing. A clear overview was made of all the steps that need to be taken by the different stakeholders 

and they were put in a realistic timeframe. 

 

Conclusion 

Before the twinning relationship between Camdeboo and Winterswijk existed, Camdeboo faced several 

challenges concerning rental housing. The relationship between Camdeboo and Winterswijk, has resulted 

in more capacity in the field of rental housing in the municipality of Camdeboo. Furthermore, substantial 

progression, such as the market survey and the selection of a delivery agent, has been made because of 

the cooperation between the two municipalities. 

 

Lessons for other municipalities 

Challenges in capacity can be tackled by using the knowledge and experience of a partner city. 

Capacity building between cities can be found within as well as outside South Africa. 

A SHI from outside the municipality can be a suitable delivery agent. 

 

Suggestions for further information 

SALGA Municipal Social Housing Toolkit (Chapter 4: Generic Framework)  www.salga.net 

http://www.vng-international.nl/html/ourworkvervolg.html 

 

http://www.salga.net
http://www.vng-international.nl/html/ourworkvervolg.html
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Chapter 7| Cross subsidisation of a rental housing    

project: Govan Mbeki Municipality 

 

 

Funding for rental housing projects is considered to be one of the main challenges in the field of rental 

housing. The national government is encouraging rental housing by making subsidies available for rental 

housing projects. There are three different subsidies for rental housing: the Institutional Subsidy, the 

Community Residential Unit programme (CRU) and the Restructuring Capital Grant (see also: pages 5 - 7). 

For most local municipalities (231), the Institutional Subsidy and the CRU Programme are the only rental 

housing subsidies available. This means that they can only facilitate rental housing to the income group 

earning less than R3,500 per month. 

Many municipalities have indicated that there is a substantial demand for rental housing in the income 

group of R3,500 ς R7,500 per month. Obtaining ownership of a house is difficult for people in this income 

group because they earn too much to apply for a RDP house and they earn too little to qualify for a bond 

from a bank. Furthermore, the private rental housing sector does not supply sufficient affordable rental 

units for this target group. To supply affordable housing for this group, municipalities and housing institu-

tions have to be creative in finding ways to fund rental housing. 

In this good practice, it will be described how Govan Mbeki local municipality has found a way to provide 

affordable rental housing for this income 

group. Govan Mbeki municipality indentified a 

considerable demand for rental housing 

among households  earning more than R3,500 

per month. To supply rental housing for these 

people, the local housing company and the 

municipality have been creative and worked 

together closely in a project that has partly 

been financed by cross subsidisation. The 

main idea of cross subsidisation is that reve-

nues from units that generate surpluses are 

invested in units that need subsidisation. 
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 Cross subsidisation and project plan 

Cross subsidisation is the investment of surpluses from one unit or project into another unit or project. In 

rental housing, cross subsidisation is often used to invest revenues from upmarket units into rental units 

for lower income groups. In Govan Mbeki, a housing project for the commercial ownership market is     

realised by Govan Mbeki Housing Company (GMHC). These houses are for sale at market related prices. 

The revenues from this project are used to partly fund a rental housing project. The investments in the 

rental project, make it possible to develop housing units that are affordable for people earning below 

R7,500 per month. 

To make the project possible, the municipality provided two parcels of land. One parcel was made avail-

able for the rental housing project for middle and low income households (R1,500 - R7,500 per month), 

and one parcel for the ownership housing project for the higher incomes (> R10,000 per month). 

 

 

 

 

 

 

 

 

 

 

 

The development of the upmarket housing project was made possible with a 20 million Rand loan from 

the Mpumalanga Housing Finance Company. The houses in the upmarket project were for sale at market 

related prices. The revenues will be invested in the rental housing project. By investing these revenues, 

the costs that ultimately have to be covered by the rent, such as the interest of a (bank) loan, are signifi-

cantly lower. Because these costs are significantly lower, the rent that the tenants have to pay can be 

lower too. Therefore, the rental housing project will be affordable for tenants earning below R7,500 per 

month.  

Without the use of cross subsidisation, GMHC would not be able to realise this project. In total, 134 up-

market houses and 500 rental housing units for the low to middle income market will be developed. 

 

 



30 

  

Apart from the provision of land and the bulk services for both projects, the municipality is not involved in 

the development and management of the projects. Management related issues such as rent collection 

and maintenance are done by the GMHC without involvement from the municipality. These and other 

project related matters are stipulated in the performance agreement between the two parties.  

 

Public participation 

When the project plans were first presented by the municipality, it appeared that part of the community 

did not feel comfortable with the idea of rental housing for the low income group in their area. The com-

munity was afraid of a devaluation of their property. This fear was partly caused by insufficient knowledge 

about the concept of rental housing and partly due to inadequate information from the municipality to 

the public. 

The project would have been withdrawn if the plans were not adjusted. Therefore, a process of public 

participation started. Through a process of public participation, some amendments were made to the 

original plan. With the amended plan the community felt comfortable and this plan was implemented. 

The initial idea of cross subsidising the project was retained. 

 

Conclusion 

A lack of funding for rental housing projects for people earning between R3,500 - R7,500 per month is a 

serious challenge. Govan Mbeki municipality has tackled this challenge by using the revenues from the 

sale of upmarket houses as an investment in a rental housing project that is affordable for people earning 

less than R7,500 per month. Without the cross subsidisation, the implementation of this project would 

not be possible. 

 

Lessons for other municipalities 

Be creative and think out of the box to find alternative funding methods. 

Cooperation between the SHI and the municipality is crucial because both parties depend on each 

other in the implementation of the project. 

Properly inform your community about the implications of the project. 

 

Suggestions for further information 

www.gmhc.co.za 

http://www.gmhc.co.za
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Chapter 8| Managing rental housing units:       

Madulamoho Housing Association 
 

Municipalities and SHIs face different challenges in the field of rental housing. When a rental housing pro-

ject is completed and different challenges have been tackled, there is still a lot that have to be done to 

make the project sustainable.   

Providing rental housing stock is the core business of a SHI, but rental housing does not stop with building 

a stock. Once the stock has been built, the real work starts. The management and maintenance of the 

stock is a continuous task that should not be underestimated. Rental housing projects throughout the 

country are dealing with practical problems regarding the management of the projects. Challenges, such 

as rent collection, maintenance and the relationship with tenants, are common in rental housing projects. 

In this case, the management of stock by Madulamoho Housing Association in Johannesburg will be de-

scribed. Madulamoho has come across different challenges and has chosen for a comprehensive ap-

proach to tackle them.  

 

 

Rent Collection 

To make a rental housing project sustainable, the collection of rent is essential. When the rent collection 

is too low, costs for basic services, such as cleaning and maintenance are hard to be covered. When there 

is a lack of maintenance and cleaning, living conditions will deteriorate. A shortage of understanding the 

principles of rental housing among tenants is often seen as a reason for rent collection to be challenging.   

To ensure a high rate of rent collection, Madulamoho extensively explains the basic principles of rental 

housing, such as the purpose of paying rent, to their potential tenant. Potential tenants have to attend a 

workshop about the principles of rental housing before they can rent a unit. In this workshop it is ex-

plained why a tenant has to pay rent (maintenance, security, cleaning, etc.) and how much of the rent is 

used to finance specific facilities. Furthermore, to make sure that a tenant can afford the monthly rent, 

the tenants have to proof that they have a regular income, by presenting a three-month bank statement. 

When it is clear that a potential tenant understands the principles of rental housing and can afford to pay 

the rent, he or she can apply for a unit.  
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Tenants have to pay their rent monthly. With tenants that are (temporarily) unable to pay their rent, due 

to unforeseen circumstances, Madulamoho tries to make arrangements for their payment. Tenants who 

lose their source of income are assisted by Madulamoho, in cooperation with the Metro Evangelical Ser-

vices, in the search for alternative employment or training. This does not only help Madulamoho to en-

sure a high rate of rent collection, which is currently 97%, it also builds the relationship with the tenants. 

However, if non-payment cannot be resolved, Madulamoho will be forced to proceed with an eviction  

procedure. 

 

Shared responsibility for maintenance 

Maintenance is an important element of proper housing management. Maintenance has to be done regu-

larly to ensure a healthy and safe living environment for the tenants. Madulamoho considers it important 

for its tenants to be aware of the needs for maintenance and to feel responsible for the upkeep of the 

complex. For day-to-day maintenance, Madulamoho has its own maintenance company. As soon as some-

thing is broken, like a light or a tap, tenants have to report it and it will be fixed quickly. Furthermore, 

Madulamoho makes financial reservations for long-term maintenance. With this solid maintenance plan 

and the cooperation of the tenants, Madulamoho is able to keep its complexes in a good condition. 

 

Relationship with tenants 

Madulamoho is aware of the importance of a good relationship with its tenants. To ensure this good rela-

tionship, Madulamoho is cooperating with the Metro Evangelical Service in organizing social services and 

training to improve its tenants chances on the labour market. Last year, Madulamoho acquired a sport 

facility in Hillbrow, which is an area where many of their tenants live. The facility can provide sport train-

ing to more than 40 persons. The purpose of the facility is to increase social cohesion in the area.  
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 Conclusion 

Management of a rental housing project requires extensive attention and is often seen as a challenge. 

aŀŘǳƭŀƳƻƘƻ Ƙŀǎ ŦŀŎŜŘ ǘƘƛǎ ŎƘŀƭƭŜƴƎŜ ŀƴŘ ǘŀŎƪƭŜŘ ƛǘ ōȅ ŘƻƛƴƎ ƳƻǊŜ ǘƘŀƴ ΨƧǳǎǘ ƘƻǳǎƛƴƎΩΦ aŀŘǳƭŀƳƻƘƻ Ŏƻƴπ

tributes to sustainable human settlements for people with lower incomes. The investments made in the 

ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ǘƘŜ ǘŜƴŀƴǘǎ ŀƴŘ ǘƘŜ ŜȄǇƭŀƴŀǘƛƻƴ ƻŦ ŀ ǘŜƴŀƴǘΩǎ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ ŜǾŜƴǘǳŀƭƭȅ ǊŜǎǳƭǘǎ ƛƴ ǿŜƭƭ- 

maintained units. Furthermore, Madulamoho is able to provide services and collect its rent. The compre-

hensive approach has resulted in a situation where tenants have an opportunity for secure, affordable 

tenure and a social back-up. 

 

Lessons for other municipalities 

Look for possibilities to incorporate social services, from a non-governmental organisation or 

church based organisation, with rental housing to create truly sustainable human settlement. 

Invest in a good relationship with your tenants. 

Explain to tenants that it is in their own interest to pay rent. 

 

Suggestions for further information 

www.mh.org.za 

 

 

http://www.mh.org.za
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