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1. INTRODUCTION AND STUDY BACKGROUND

e

This report presents the findings of the economic impact of housing programmes delivered by the
National Department of Human Settlements (hereafter referred to as ‘the Department’).
recommendations

This section of the report is structured as follows:
¢  Study background and purpose

Study approach

Base data

Challenges and limitations

® & & o

Report outline

~

A total of R115.56_billion at current 2010 prices in capital @xpenditure has'been spent. Of the total
capital expenditure;>R99.41 billion at current 2010 pricés was spent by the Department of Human
Settlements and_the remaining R16.15 billion by other national departments, local municipalities,
and the social housing institute.

Between 1994 and 2010 approximately R99 billion at current 2010 values has been spent to deliver
approximately 2.37 million houses. Dué to limited knowledge of the actual impact of investments
from government housing programmes over the last 16 years, many programmes have been
selected and run without clear vision of potential positive, as well as negative impacts; while certain
decisions have been made. thatido not always maximise economic benefits which could be derived
from the Department’s expendittire. The. Department would'thus benefit from a study that:

¢  Starts the practice of evaluation of impatcts derived from its resource utilisation

¢ Introducesthe principles of cost-benefit analysis in the programmes ™

¢ Provides guidelines to reinforce focus on attaining socio-economic objectives

The goal of the study entails assessing the economic impact of housing programmes since their
inception. The objectives entail:

¢ Measure the overall economic impact of the housing programmes per the following impact
levels:
+ Macro impact level including all the related sectors and groups that benefited directly and

indirectly from the housing programmes as well as the multiplier effects on the overall
economy

Kayamandi Development Services Page 1
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¢ Local level impact
+ Urban and rural areas impact
+ Beneficiary and household level impact
¢ Analyse the extent to which government investment in housing has achieved its intended
outcomes in terms of:
<+ Driving economic development
+ Structural transformation ‘
+ Fostering meaningful participation of the poor in the mainstream economy
¢ Identify gaps and opportunities for future investment in the development of sustainable human
settlements
¢ Provide evidence generated through the impact assessment which will be used to provide

recommendations that can strengthen the impact of the programmes

The study scope entailed:

¢ Analysing the éxtent of the contribution to economic development from 1994/1995 to

2009/2010

Measuring.the ‘overall economic impact of programmes

Analysing therextent to which intended outcemes:have been achieved, including:
Driving economic development

Bringing ‘about structuraltransformation

Fostering meaningful participation of the poor

Distributing wealth and poverty

¢ ¢ ¢ ¢ ¢

Identifying gaps and opportunities for future investment

¢  Providing recommendations to strengthen impacts

This report is focused on the“degreeyto which overthe past sixteen years government housing
programmes and investment and delivery have.assisted in.achieving intended outcomes, impacted

on the economy, and enabled meaningful parti€ipation of the poor in the mainstream economy.

Figuré 1.1 provides an indication of the approach followed. A brief description follows. Consult

Annexure A for detail on the study approach.

Orientation, phase 1, entailed clarifying the project process and developing consensus on the way

forward. An inception report was produced and presented to the steering committee.

Kayamandi Development Services Page 2
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Figure 1.1: Study approach
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Data collection and‘analysis followed in phase 2.

Extensive national ‘and international literature was consulted. This entailed obtaining secondary

information, research, documents, case studies, etc on similar initiatives and to review, collate and

extract relevant indicators or evaluation factors with respect to such aspects as economic impact,

economic integration, etc. There is extensive nationaljand international literature and research on
the social and economic effects_of housing. Very little, howevergtries to measure the social and
economic effects of government housing, programmes;and types of housing, never mind the impact

over the years, or assessing whether the social.and economic impacts were caused by incomes of
households or by the housing itself. '

Primary data was collected throughout the country to augment secondary data. The cluster
sampling method was used to determine clusters of municipalities to be surveyed per province. A
total of 25 municipalities distributed throughout the country was sampled. The study aimed for a
stratified complex probability sampling strategy with a reasonable degree of representivity in
order to sample projects. Considering budgetary and time constraints in line with project costing, the
stratified sample included 81 projects. Because the study did not have a sample frame, it is not
possible to determine the sample size percentage, owing to an unknown amount of housing subsidy
projects delivered in the country over the timeframe in question. Although there are no statistically
fixed rules as to how large sample sizes should be — since this depends on the extent to which

Kayamandi Development Services Page 3
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populations being surveyed conform to statistical normality (and survey populations seldom do) —
the number of sampled projects yielded a dataset robust enough for a higher level of reporting at
national level. Without clarity on the split in expenditure per programme, a minimum of ten projects
were sampled per programme with greater emphasis on sampling project-linked programmes
because of known indications of greater expenditure. The sample of projects chosen from the
sampled municipalities thus spans a wide range of variables, such as location, size, subsidy type,
RDP regime/ BNG regime, and good case study projects. Within each sampled project, ten
beneficiary households were sampled usingﬂ the random-walk method to collect data on the target

market and to gain an insight into the impact of beneficiaries.

Primary data sources included personal and telephonic interviews with:

Housing officials from all, nine,provincial human settlement departments ‘
Municipalities: housing/officials, officials from treasury/accounts, and engineers
Contractors and implementing agents

Research specialists

A sample of heusing beneficiaries

Telephonigibeneficiary and municipalfollow-up and confirmation surveys
Banking sector representatives

* & & & 4 & b

Social housing institutions (SHIs)

All interviews were conductéd,using standardised and semi-structured ‘questionnaires (interview
schedules) to ensure standardisation ‘@and comparison of responses and to,make certain that core
indicators were being covered.

Other than primary data collection, phase 2 also entailed the design of a economic impact model in
order to quantify the economic impact. Varioussmodels are available, and given the data
requirements, complexity, assumptionssand limitations;"the, most appropriate model was selected.
Four steps were involved in quantifying the economic impact assessment and each of these steps is

outlined in figure 1.2 below.

The input—output model utilising the social accounting matrix (SAM) was selected as the appropriate
model to analyse the National Housing Programme impacts. Certain parameters were identified
from the primary research in order to enable an estimation of the required input data over the last 16
years.

For more information on the concept of impact modelling, the choice of modelling tool used, the

impact modelling method, and the model limitations consult Annexure B.

Kayamandi Development Services ' Page 4
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Figure 1.2: Methodology for quantifying economic impact assessment
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Once data collection and impact_analysis had been”completed, this integrated comprehensive
research report, inclusive'of analysis findings and recommendations, was prepared in phase 3 in
order to provide an understanding of the economic impact of government housing programmes
.since 1994. Consult Annexure € ffor detail regarding recommendations from provincial and

municipal interviewssregarding lessons that can be learnt from successfuliand unsuccessful projects.

The purpose of, this section .is"to“examine "and.understand the base 'data. For detail consult

Annexure D. B
The Housing Subsidy System (HSS) database was intended to be used as the study sample frame.
At the time of the survey, this database contained 7 796 project entries. However, when the HSS
database was compared with official delivery and expenditure as reported in the annual reports of
the Department, it was evident that the database contained only about 69% of official housing
delivery statistics and 67% of official expenditure, See Table 1.1. below.

Table 1.1: Housing delivery and expenditure comparison between HSS database and
officially published statistics from annual reports

HSS database Official published statistics
Sum of
houses Sum of Site and Sum of houses Sum of
completed expenditure services completed expenditure
EASTERN
CAPE 182 002 6 431 598 668 94 035 259 352 7 775516 000
FREE STATE 154 236 4 845 733 081 10 893 197 738 5613 918 000
GAUTENG 364 076 10 338 910 080 202 002 590 543 19 676 252 000
KWAZULU-
NATAL 269 355 7 187 257 135 69 910 418 172 13 253 665 000
LIMPOPO 151 759 3 757 354 822 59 896 179 673 6 030 828 000
Kayamandi Development Services Page 5
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HSS database Official published statistics
Sum of
houses Sum of Site and Sum of houses Sum of
completed expenditure services completed expenditure

MPUMALANGA 120 117 3485 324 344 33 381 178 576 4 857 113 000
NORTH WEST 137 915 5 595 640 571 86 677 212 375 6 540 173 000
NORTHERN
CAPE 38 729 1404 735 375 19 104 49 898 1729 508 000
WESTERN
CAPE 218 852 6 506 864 699 111 621 285 444 8 896 226 000
Grand total 1 637 041 49 553 418 775 687 519 2371771 74 373 199 000

According to the HSS database, social housing represents 41% of houses completed and 53% of

expenditure. When the HSS is compared to the official data at programme level, social housing

apparently represents 35% of expenditure:and 40%-of units. Based on discussions with department

representatives, it was felt that the HSS database does,het provide a true reflection of programme

expenditure. Use of the HSS database as a basis for assessing the impacts at provincial and

national level posed numerous limitations to the research. The HSS database was therefore utilised

only to identify projects and not as:a sample frame. A major limitation of the study was that a sample

frame was not available, and therefore.results could not be weighted.

Official delivery=and expenditure statistics (see Table 1.2) was thergfore used to obtain an
understanding (of the scale and_extent of the National Housing Programmesin terms of the costs
associated withsthe programme, the provincesiin.which/the housing programme was implemented,
and the changes and trends that'have occurred in the last 16 years.

Table 1.2: Official annual reports published housing delivery and expenditure statistics

Financial year Sites Houses Expenditure (R'000)
1994/95 0 60820 1335 200
1995/96 0 74 409 931 000
1996/97 0 129 193 1937 900
1997/98 0 209 000 3135000
1998/99 12 756 235 635 3 024 500
1999/2000 0 161 572 2720 600
2000/01 19711 170 932 3039 700
2001/02 0 143 281 3017 006
2002/03 82 286 131784 3735197
2003/04 42 842 150 773 4706 894
2004/05 87 284 148 253 4 481 638
2005/06 109 666 134 023 5014 231
2006/07 117 845 153 374 6 495 433
2007/08 82 298 146 465 8219794
2008/09 68 469 160 403 10 359 945
2009/10 64 362 161 854 12 219 161
TOTAL 687 519 2371771 74 373 199
Kayamandi Development Services Page 6
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Capital expenditure and operational expenditure input data will be analysed separately.

Capital expenditure analysis
A total of R115.56 billion at current 2010 prices in capital expenditure has been spent. Of the total

capital expenditure, R99.41 billion at current 2010 prices was spent by the Department of Human
Settlements and the remaining R16.15 billion by other national departments, local municipalities,
and the social housing institute.

The billions of rand that were spent translate into the construction of approximately 2.37 million
houses for the 1994-2010 period. Given the 2010 mid-year estimate for the total South African
population of 49 991 300 (StatsSA mid-year estimates, 2010) and the beneficiary survey results that
there are 4.6" persons per household, it can be asSsumed that National Housing Programme has
resulted in the provision of homesfor @pproximately of 21:8% (10 910 147 people) of South Africa’s
population.

Figure 1.3 illustrates the breakdown of the provinces in which the R116:56 billion was spent.

Figure 1.3 Capital expenditure per province relative to population for 2010

30.0%m’
26.2%
25.0% , pn
g 284% i3y
20.0% 4/ : ] 18.5% '
15.0% 1~ 2% rq / 11.9%
1056 ff - i 10.9% . 4%
100% ¥ | 7.8% . 8.0% o 6%2% ' 8.7%
w70, 6% ‘
5.0% A i ﬁ 23%2% |
0.0% T ol s SAR LS = =T
EC FS GP KZN P | MP NC NW WC
0 Distribution of total capex per province 2010 provincial population distribution

Source: UE Calculations based on data from Department of Human Settlements,
2010 Housing Survey and Quantec Standarised Regional Data, 2010

Figure 1.3 shows that the greatest proportion of capital expenditure for the housing programme was
spent in Gauteng (26.2% of total capital expenditure), followed by Kwazulu-Natal (18.0%) and
Western Cape (11.9%). The provinces that experienced the least capital expenditure are Northern
Cape (2.3%) and Mpumalanga (6.6%). In general the province with the greater population incurred a
higher capital expenditure.

! Beneficiary survey, 2010: n=788

Kayamandi Development Services Page 7
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Operational expenditure analysis
The cumulative operating expenditure for the 1994-2010 period indicates that the total operating

expenditure at current 2010 prices is R2.11 billion. Operating expenditure refers to those expenses
that would not have occurred if the houses had not been constructed. The operating expenditure
consists of maintenance costs, expansion costs, purchases of furniture/appliances, services costs,
rental expenses and rates and taxes. The operating expenditure is relatively smaller than the capital
expenditure, although the operating expenditure will be experienced for a longer period of time.

The expenditure for operations has been spent mainly in Gauteng (25.7%), and KwaZulu-Natal
(17.0%).See figure 1.4.

Figure 1.4: OPEX per province relative to 2010 population
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Source: UE Calculations based on data/from 2010 Housing Survey and Quantec Standarised Regional Data, 2010

To summarise, the analysis of the. input data indicates that totals 0fiR115.57 billion and R2.11 billion
had been spent on the construction ofthomes for thescapital and operational expenditure phases of
this programme, the result of which has.been the development of 2.37 million houses.

Challenges to and limitations of the research relate to:
Numerous challenges were encountered with the base data in that it was noted that there is no

relationship between the HSS database and official housing expenditure noted in the annual
housing reports with the result that the HSS database was identified as not being reflective of
the realities on the ground. The HSS database could thus not be used as the sample frame
with resultant lack of knowledge of programme and urban-rural expenditure split, and inability

&

to undertake weightings of study results.
Projects took place over sixteen years and limited to no record keeping is noted, other than

that in the HSS database. Where project-specific data was kept it proved hard to source and

Page 8
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limited support was attained to obtain files and extract information.
¢ Low levels of responses from Province and local municipalities was often encountered due to
high staff turnover which results in limited retained knowledge of projects. In cases of newly
appointed staff, team members were referred to external persons such as contractors to
gather the required information.
“#  Obtaining information from engineers/finance/treasury sections within the Municipalities, albeit
limited information required, also proved difficult.
&  Provincial and municipal officials had limited economic data, knowledge and perceptions of the
economic impacts of housing projects.
¢ Limited information and support was obtained from contractors. Many left the country,
disappeared or became IAiquidated after ‘failed’ projects, or refused to form part of study. Often
, neither province, nor the municipalities were able to_provide contact details of contractors. In
some cases where_ contacts/details were obtained'the contact details changed and the
contractors could not'be‘traced.
¢ Major differences in‘the scale of impacts between projects madesit difficult to determine valid
averages, which is why 5% trimmed averagesthave'been used.

Iq the light of these limitations it is important to.interpret findings with €aution and to generalise
findings only to the spectrum of government housing projects, and beneficiaries associated with
those projects. However, the sampling,of projects along key criteria that are likely to affect economic
impact, such as'employment‘ereation, ensured some degree of validity for‘the findings regarding
economic impact, and the ability to'present findings on national aggregate“levels in line with those
criteria. However, a further breakdown of findings would not be scientifically'valid or defendable.

, The remainder of the report is structured as follows:
¢  Section 2: Quantification of economic impact
¢ Section 3: Achievement of intended outcomes —

¢ Section 4: Recommendations to improve economic impact

Kayamandi Development Services Page 9
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2. QUANTIFICATION OF ECONOMIC IMPACT

Economic benefits associated with government housing programmes are often overlooked.
However, there is a strong link between the two. Government’s housing programmes create jobs
that bring increased income and wages to local communities. These programmes also raise demand

for construction supplies and materials that generate tax revenues.

As Human Settlements Minister Tokyo Sexwale stated in his 2009/10 Human Settlements Budget

Vote address to Parliament.on 30 June 2009: \
The construction of every new home is a mini economic dynamo. It stimulates the mining
sector to mine more copper, iron.oré and otherraw materials. It stimulates the manufacturing
sector to manufacture.more pipes, bricks, doors and windows. It stimulates the retail sector
to sell more furniture; appliances and white goods. The .multiplier effect can never be

underestimated.

This section outlines the economic. multiplier [effect of government’'s human settlements .
programmes, and.the quantificationof the economic¢ impact on the economy‘as a whole. These sub- ‘
sections are covered:

¢ Economiciindicators and parameters

¢ Quantification of the econemic impact

¢ Interpreting the quantified economic impacts

.

Conclusion |

These economic indicators have been selected to measure/quantify the effects of the National

Housing Programme:

¢ Production: According to StatsSA, (Concepts and Definitions for Statistics_South Africa, 2010) : }
production is defined as the process, carried out under the responsibility, control and ‘
management of an institutional unit, in which labour and assets are used to transform inputs ‘
of goods and services into outputs of other goods and services. All goods and services as [
outputs must be such that they can be sold on markets, or at least be capable of being /
provided by one unit to another, with or without charge. The level of production of various |
goods and services related to housing construction was required to increase in order to / |
implement the National Housing Programme. Thus the economic impact assessment will /
measure the change in the level of production owing to implementation of the housing

programme. Simplistically stated, the EIA measures the changes in the level of production for
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various goods and services in order to meet the demands required to implement the National
Housing Programme.

¢  Gross national product (GNP): According to the National Spatial Development Perspective
(2006), ‘gross national product’ refers to the total value of all final goods and services
produced by a nation in a specified period (generally expressed quarterly or annually), plus the
income earned by local residents in other countries through foreign investments, minus the
value of income earned by overseas residents in the domestic economy. For the purpose of
this study, GNP is the same as gross domestic product (total value of final goods and services
produced by a nation in a specified period) as it is not expected that the housing programme
will generate income for non-residents or residents in other countries.

¢ Employment created: The implementation of the National Housing Programme resulted in
the creation of employment ;opportunities. The _nature and term of the employment
opportunities created, particularly those jobs created.directly by the housing programme, may
not necéssarily be_sustainable/long-term employment oppertunities. This is so because it was
estimated that on average it takes one person 3.1 man months®«13 weeks) to complete one
housing unit. The short-term nature of some 6f the jobs also has an implication on the way the
Economic Impact Assessment identified the number.of jobs cfeated based on the National
Housing Pregramme. The Economic Impact Asséssment results are not presented for the
number of jobs created for a couple of weeks but instead it is presented.for the number of jobs
created within one year (or44 weeks):As a result even if for example within a given year 155
persons in‘total were employed, each of whom had to build one housé"&ach, the results of the
Economic Impact Assessment.will indicate that.50 employment oppertunities were created.
For the sake of this example one employment opportunity created per year is equal to about
3.1 actual jobs (165 divided 50). As such if a job has been created for less than a year it is not
calculated as an individualremployment opportunity instead'the combination of various short-
term job opportunities @re added together to. calculate the number of jobs created within one
year. Therefore the results that are presented based' on the Economic Impact Assessment,
particularly for the construction related jobs are unlikely to reflect the actual number of jobs
created but rather the employmeﬁ opportunities created per year based on the assumpt_ian
that one employee works for 3.1 man months to complete one housing unit.

¢ Income created: The implementation of the National Housing Programme increased the
demand for goods and services, resulting in higher production and employment. This therefore
created an increase in the level of income. The change in income generated will also be
indicated. The income created due to the housing programme will be defined in the latter
sections of the report in terms of the main individuals and/or organisations that benefitted from
it.

2 A man-month is equivalent of the amount of work that is performed by one person in a month. It reflects the productive effort made by
one person in a 4-week period, assuming five days of work per week and eight hours of work per day.
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Economic indicators can be differentiated in terms of their direct, indirect and induced economic

impacts:

 J

Direct: ‘Direct impact’ refers to the known/planned operating expenditure. An example is the
increase in employment opportunities, such as the employment of construction workers that
work directly on building the houses.

Indirect: This effect may also be referred to as ‘supplier impact’. The implementation of the
housing programme is expected to increase demand for products and services from suppliers.
An example is the increase in the manufacture of construction materials to meet the greater
demand. As such, the production of construction materials is expected to increase.

Induced: Induced impact may also be referred to as ‘consumer/household impact’. An
example is the increased level of incomes that;may be attained by employees who, as a result,
would increase their demand-for.goods and services:

The different types of impact are expected to occur in two phases; namely the capital expenditure

phase and the operational expenditure phase. Each of these phases, is-defined below:

L J

Capital expenditure: This type of expenditure occurs during the construction period.
Traditionally CAPEX could be deseribed as less sustainable relative to operating expenditure.
It occurs forarrelatively shorter timeframe .and-can be described as the development phase of
the project..However, CAPEX in the context of the National Housing Programme cannot be
classified precisely using the:traditional/general definition, mainly because of the nature of the
housing programme. In“this instance CAPEX refers to all expenditure relating to the
construction of the houses that"has occurred. in the last sixteen years, and is expected to
continue in the foreseeable future.

Operational expenditure: Operational expenditure is viewed as more sustainable, occurs for
a longer timeframe, anditakes place during the operating phase of a project. The operating
expenditure related tothe National HousingsProgramme includes maintenance and upgrading
of the housing unit; purchasing of ‘furniture and appliances that would not have been bought if

the housing units had not been built; rental paid to the social housing institute; and expenses

for basic services, rates and taxes paid to local municipalities.

The capital expenditure input parameters utilised include:

*
L 4

Capital expenditure by the Department of Human Settlements at current 2010 prices.

Capital expenditure contributions by organisations other than the Department of Human

Settlements in supporting the National Housing Programme have been identified and

quantified. These contributions are:

+ The local municipality is believed to have contributed towards the socio-economic facilities,
such as schools and health facilities, bulk infrastructure, and services. The estimated costs

incurred by the local municipality for the socio-economic infrastructure are an average of

Kayamandi Development Services | Page 12
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R93% per unit, while the estimated cost of contribution towards the bulk infrastructure as
well as to line services is R437* per unit from 1994 to 2004; R437.00 plus an additional
10% of total expenditure per unit from 2005 to 2006 (to represent the expenditure on land)
and R22 000.00 per unit (to represent expenditure on services separate from top structure
expenditure) plus 10% of total expenditure from 2007 to 2010.

Other departments, such as the Department of Education and the Department of Health,
contributed on average R900° per unit towards socio-economic investments.

Housing beneficiaries need .to contribute financially towards their homes, although limited
financial contribution has been obtained. On average beneficiaries contribute an estimated
R1 076° per unit immediately after occupation for upgrading, extensions, and improvements

to the unit, such as plastering and painting walls, creating internal divisions, inserting
ceilings.

The average number ofipersons employed is 3.1” workers per unit per month.
The average wage.of employees is R135® per day per worker.

On average, approximately 25% of total expenditure® is used.on-abourers, 63% on materials
and 12% on other.

Average contractor’s profit is/ 5% per.unit.

The averadessplit in expenditure per unit is.30%-on'services and 70% on top structures.

Operating expenditure parametersuutilisedinclude:

¢  Beneficiary.maintenance-amounts to R1 80" per unit per annum.

¢ Beneficiary expenditure on durable goods such as furniture and appliances amounts to an
average of R540' per annum perunit.

*

Expenditure on rates and taxes (and rental in social housing) has also been identified as an
operating cost. These costs/factors have been classified asoperating expenses because they
might not have been incurred if the National _HoUsing Programme had not been implemented.

The average income for rates and taxes®(and rental in the case of social housing) is'an
average of R169' per month per unit.

3 Kayamandi Municipal and Provincial project specific survey, 2010; n=81

* Kayamandi Municipal and Provincial project specific survey, 2010; n=81

® Kayamandi Municipal and Provincial project specific survey, 2010; n=81

® Kayamandi beneficiary survey, 2010; n=772

T Kayamandi Contractors project specific survey, 2010; n=11

8 Kayamandi Contractors project specific survey, 2010; n=8

® Kayamandi Contractors project specific survey; n=10

"% Kayamandi Contractors project specific survey, 2010; n=10; and in line with the Subsidy Quantum from the Housing Code
" Kayamandi beneficiary survey, 2010; n=772

2 Kayamandi beneficiary survey, 2010; n=772

'3 Kayamandi beneficiary telephonic follow-up and confirmation survey, 2010; n=56
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The purpose of this section is to present the results of the quantification of the economic impacts.
The economic impact assessment quantified the impacts of the National Housing Programme in
terms of increases in production, GNP, employment creation and income generation. The economic
impact findings will be presented per capital and operational expenditure phases.

2.2.1 Capital expenditure impacts

Figure 2.1 provides a simplistic illustration of the impact of the National Housing Programme as a
result of capital expenditure. It illustrates the main bodies responsible for the capital spent, along
with the main sectors impacted directly, indirectly, and through the induced effects.

Figure 2.1: Simplistic-illustration of the capital expenditure impact
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Capital expenditure occurs for a shorter period than operational expenditure. The total capital
expenditure is valued at R115.57 billion for the period 1994 to 2010. The estimated impacts of this
investment are presented in table 2.1 below, while the distribution of impact on each of the sectors
based on the expenditure of the Department of Human Settlements and other spinoffs is presented
in figure 2.2 and 2.3.
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Table 2.1: Estimated impact of CAPEX

Impact Direct (R billion) indirect (R billion) induced (R billion) Total (R billion)
Production R115.567 R144.706 R159.065 R419.338
GNP R34.678 R51.745 R70.273 R1 56.696
Employment 854 653 jobs 77 376 jobs 354 742 jobs 1286 771 jobs
Income R28.892 R23.455 R31.148 R 83.495

Figure 2.2: Sectoral impact of capital expenditure by the
Department of Human Settiements
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Figure 2.3: Sectoral Impact of spinoff capital expenditure
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From table 2.1 and figures 2.1-3, these observations can be made:
¢  The economic impacts presented relate to the backward linkages created. ‘Backward linkages’

refers to the supporting industries, institutions and individuals that benefitted from the housing

programme. For the purpose of this study, the forward linkages are the beneficiaries of the

Kayamandi Development Services

Page 15




Economic Impact of Government Housing Programmes — Draft report February 2011

housing programme, as well as industries that benefit from the increased disposal income of

the beneficiaries. The forward linkages have not been quantified through the EIA, but these

linkages are believed to include the following:

+ The delivery of homes to households may have assisted in the provision of collateral for
beneficiaries to gain loans.

+ The savings incurred because of subsided homes may have assisted in an increase in
disposable income, thereby allowing for expenditure on goods other than rent or higher
mortgage.

+ Income generation opportunities have increased through the creation of rental
accommodation, home-based businesses, exposure to greater market (greater population
in new settlement)

+ Savings on costs have oceurred owing to improved.efficiencies and increased accessibility

& The total capital expenditure*for the National Housing Rrogramme for the 1994-2010 period is

estimated to have.resulted in an increase in the total”production of R419.34 billion. A

breakdown of the total production impact indicates that an.increase in production directly

related to thesconstruction of houses was calculated at R115.57 billion, while the remaining

R144.71 billion and R159.07 billionshas been createdithrough the indirect and induced effects.

It is encouraging to note that for every .R1 spent a return of R3.7 was experienced. The

building and, other construction sectors bengfited directly from the“hoeusing programme, as

indicated in_figure 2.1. Production alsosincreased quite significantly jin.the manufacturing and
construction 'sector owing“to the indirect impact of the capital expenditure. Furthermore, the
main sector affected by the/induced impact-was manufacturing, as.31% of the total induced
impact was experienced by this' sector. Transport, finance, trade"and accommodation also
experienced significant impacts owing to the induced effect. Although data is not available, it is
believed that the smallérieconomies benefitted substantially less from the increases in
production. Instead, the larger more diversified economies are expected to have benefitted
most by the capital expenditure. Further emphasis oh supporting smaller economies where
possible should be encouraged through policy changes in order to develop and create more
sustainable local economies.

¢ The housing programme is estimated to have contributed R34.68 billion to the GNP through
direct investment. The suppliers to the construction industry experienced additions to the GNP
of R51.75 billion, and owing to increased consumer spending (induced impact), a further

R70.27 billion was contributed to the GNP. The GNP experienced a similar distribution in

impacts per sector for spending by the Department of Human Settlements and for the other

spinoff effects, as indicated in figure 2.2 and figure 2.3.

¢ The housing programme created a total of 1 286 771 employment opportunities during the
construction period. It is estimated that 854 653 employment opportunities were created
directly by the programme, while an increase in employment of 77 376 was experienced in
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industries supplying goods and services to the housing programme and a general increase of
354 742 employment opportunities was created. These direct employment opportunities are
believed to have been less sustainable, whereas the indirect and induced employment
opportunities are expected to have been longer term. Figures 3.11 and 3.12 show that the bulk
(approximately 68%) of these employment opportunities has been for the construction sector.
This could reflect the labour-intensive nature of the construction industry and also the
implementation of policies that promote labour-intensive projects. In addition to the
construction sector, the manufacturing sector experienced increases in employment
opportunitiés, particularly through the induced impact. Besides employment creation,
improving the level of skills for employees is assumed to have occurred.

Another important element of the housing programme has been stimulatioh in income levels. A
total increase in income levels of'R83.49 billion|was created. Of this, R28.89 billion is directly
because of the housing programme; R23.46 billion.is as a result of thé indirect impact; and
R31.15 billion is due,té the induced impact. The main“beneficiaries of increased income
through the indirect/impact are employed in the manufacturing,-construction, finance, trade
and accommodation sectorsi Furthermore, employees impacted through the induced impact
are in the, manufacturing, construction, trade, finance, transport) and sérvices sectors.
Government.forms partb of the'services sector.and'is expected to have increased its level of
income by obtaining higher levels of income tax and other forms of tax..Unfortunately detailed
data is not.available to assess.thedistribution of the income earned for the various sectors.
This relates to understanding whether the increased income is distribtited to large number of
people or accrues to only a handful. To_ensure the equitable distribution of income, greater
focus should be placed on supporting SMMEs!in the various sectors.

Operating expenditure impacts

The operating expenditure for the National HousingsProgramme was calculated at R6.68 billion.

Table

2.2 quantifies the total impacts..Figure 2.4 provides.a simple clarification of the main body

responsible for the operating expenditure, which is identified as households. Figure 2.5 indicates the
main sectors affected by the operating expenditure. —

Table 2.2: Estimated impact of OPEX

Impact Direct (R billion) Indirect (R billion) Induced (R billion) Total (R billion)
Production R2.11 R2.12 R 2.63 R 6.86
GNP R 0.49 R 0.96 R1.16 R 2.61
Employment Creation 3 640 jobs 1 268 jobs 5 894 jobs 10 802 jobs
Income R 0.38 R 0.51 R 0.52 R1.41
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Figure 2.4: Simplistic illustration of the operating expenditure impact
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Figure 2.5 Sectoral impact of OPEX
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Table 2.2 and figures 2.4 and 2.5 indicate the following:

L]

expenditure.
The amount of money spent in maintaining and operating a home (operating expenditure) by

o

Kayamandi

Development Services

The nature of operating expenditure is quite different from capital expenditure. As a result, the

main sectors/industries affected by operating expenditure differ from those impacted by capital
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households that benefitted from the National Housing Programme is expected to be lower than
the expenditure that would occur for those households that purchased their homes without
government support. In general this is also likely to ensure that the lifespan of the home
constructed through the National Housing ‘Programme is shorter than the lifespan of a home
purchased without government assistance.

¢  Through the operating expenses incurred in implementing the housing programme, it is
estimated that total production has increased by R6.86 billion. This consists of R2.11 billion
through direct investment; R2.12 billion through indirect effect; and R2.63 billion through
induced effects. The indirect and direct impacts account for 69.% of the total impact. This
indicates that for every R1 spent, a return of R3.3 was realised owing to the indirect and
induced impacts. The production increased directly in the services sector while in addition to
the services sector, the indirectnimpact was most_significant in that experienced by the
manufacturing, trade and'business services sector.

¢ The total increase,in'gross national product based on thewoperating expenditure is valued at
R2.61 billion. Of this, 19% is as a result of the direct impact ofsthe programme, while the
remaining 81% is due to the ifdirect and induced.effects.

¢  Of particular importance is the estimated increase inithe level of employment by approximately
10 802 created through operational expenditure!” Employment créated through operating
expenditure is expected to have had a gréater significance/impact on the national economy,
because this type of expenditure'generally creates more long-term/permanent employment
opportunities. It can therefere be observed that 3:640 employment opportunities were created
directly through the housing programme, while the housing programmeésenabled the creation of
1268 through indirect effects, and 5 894 employment opportunities‘were supported through
the induced effects of this programme.

‘¢ The operating expendituresis also anticipated to have increased the level of income by R1.41
billion. In addition, thé operating: expenditure’thas had a relative smaller impact on the
construction sector relative to/the impact-identified vowing to capital expenditure. The main

sectors impacted by the operating expenditure are services, manufacturing and trade.

The purpose of this sub-section is to interpret the quantified economic impacts in a broader context.
This allows for a holistic view of the impact of the National Housing Programme. The interpretation is
based on urban versus rural impact, the impact on South African development indicators, and the
opportunity cost of the housing delivery programmes.
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2.3.1 Urban versus rural impact

Local impacts are greater in larger, more diversified economies, because they have the capacity to
supply more of the goods and services that a development requires. While housing is a domestic
rather than an export sector, it makes an important contribution to local economies. Spending on
affordable housing developments, where demand continues to exceed supply, will help the
construction sector.

People who live in inner city residential blocks come mainly from rural areas and township areas in
the same city. There is an infiltration from rural to urban areas as well as relocation between urban
neighbourhoods of the same city.

The South African Institute of Race Relations (SAIRR), in its recent ‘More People In Urban Areas
Survey’, revealed that more South Africans are living/in‘urban areas than ever before. In 1990, 52%
of the population lived in urban areas, increasing to 62% in 2010. Gauteng, Western Cape and
KwaZulu-Natal, the provinges with the largest urban areas, recorded the largest inflow of migrants.
The provinces with the largest rural areas, namely Eastern Cape and Limpopo, are expected to see
the largest out-flow of migrants. People are increasingly moving to the provinces with the largest
economies as there were more job,opportunities.

This trend affects 'service delivery because provincial governments with lérge inflows are chasing
moving targets because their populations are continuously on the rise.

When comparing major metros'with smaller settlements and comparing towns‘and urban areas with
rural areas, it is relevant to note that in smaller towns and rural areas logal skills are not readily

- available, and fewer materials are available locally, with resultant fewer local job opportunities and

thus lower economic' impact from delivery of ‘government houses. Furthermore, in rural
municipalities the availability of bulk infrastructure for the distribution of services is a major concern.

Rust (2008) indicates that whilesthe principle of equity is suggested visually with the same standards
and finishings, the moment a subsidised house is handed over to a qualifying beneficiary, its value
changes from the input costs, as determined by the national minimum norms and standards, to the
market value prevalent in that particular location. A government-subsidised house in a well-located
urban area will have a higher value than one delivered at the same time in a more rural area, with
the result that residents in urban areas get more value than residents in rural and peri-urban areas
(Rust, 2008).

A large portion of the expenditure has taken place in largely rural pro\/inces such as Eastern Cape
(R7.75 billion) and Limpopo (R6 billion), thereby stimulating economic activity in provinces that face
deep-rooted economic challenges.

Government’s past focus on delivering settlements outside economic hubs has proved detrimental
to the poor living there. Government should thus increasingly focus on well-located housing and
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inner city housing in order to make human settlements a reality.

- 2.3.2 Impact on South African development indicators

The purpose of this section is to examine/analyse the contribution the National Housing Programme
has made to development in South Africa. South African Development Indicators 2010, published by
the National Treasury, has been used as a guideline to determine the contribution the National
Housing Programme has made towards development in South Africa.

The contribution the National Housing Programme to these South African Development Indicators
are evaluated:

GNP growth

GNP per capita

Fixed capital formation

Balance of payments

Employment

Lo R o - R B o]

Meeting the housing needs

GNP growth

GNP growth is critical for the development and improvement of the socio-eeonomic conditions in a
given economy~Figure 2.6 illustrates the changes in the annual GNP {(constant 2010) values
compared with the average GNP contributionsper year by.the National Housing Programme for the
1994-2010 period.

Figure 2.6: Total GNP relative to the average contribution to GNP
by the housing programme (1994-2010)
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From figure 2.6 above, on average the GNP created through capital and operational expenditure
contributed per year approximately 0.55% and 0.01% respectively towards the total annual GNP. It
can therefore be assumed that the housing programme plays a small but important role in growing
the economy, and when the programme discontinues, a possible negative impact could be

experienced in the domestic economy.

GNP per capita growth

Although the GNP is useful tool for understanding the economy, it does not assist in indicating the
standard of living in a specified area. The GNP per capita assists in this regard and is calculated as
the GNP divided by the total population. Two countries may have similar GNP levels, but the country
with the higher population is likely to have a lower standard of living than the country with a lower

population level.
To ensure that the GNP per capita grows, the annual economic'growth rate should be higher than

population growth rate. Figure 2.7 below illustrates the GNP growthsper capita for South Africa.

Figure 2.7: GNP per capita for South Africa (constant 2010 prices) 1994-2010
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Figure 2.7 shows that the GNP per capita has been growing steadily, although it did experience a
decline in 2009 owing to the economic recession. The National Housing Programme could assist in

improving the GNP through increased investment.

Gross fixed capital formation

According to the South African Development Indicators (2010), ‘gross capital formation’ refers to the
‘total fixed investment by private companies and individuals, state owned enterprises and
government including depreciation’. Gross fixed capital formation is also referred to as ‘consisting of
durable and reproducible tangible assets’, according to the Developments in Fixed Capital Stock:
1960-1995 (Prinsloo et al, 1997). Houses built through the National Housing Programme form part
of gross fixed capital formation. The contribution the National Housing Programme has made to

gross fixed capital formation is indicated in figure 2.8 below.
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Figure 2.8: Contribution of the National Housing Programme to
gross fixed capital formation (2010 constant prices)
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Figure 2.8 indicates that gross fixed capital income has been increasing in the last sixteen years.
The National Housing Programme has contributedutowards the formation of fixed capital by
contributing approximately 2.1% on average.per year towards gross fixed capital formation.

Balance of payments

‘Balance of payments’ refers to the-différence:between total exports and imperts. Increase in imports
results in the creation of a deficitin the balance of payments, and thus translatés into more outflows
of money from the domestic country'than inflows. A. high deficit is viewed as a negative, as it
indicates high dependence on other countries, and increases the risk facing a country. The balance
of payment consists ofia capital account and a trade account. The capital account relates to the flow
of money for investments, whereas the trade account refers to the flow of money to purchase goods
and services. The trade account for South Africa reached worryingly high levels in 2007 when the
trade deficit was calculated at'7:2%. The situation improved as the trade deficit contracted to -4.0%
in 2009.

It is believed that the National Housing Programme has not worsened the balance of payment as the
required goods and services for housing are obtained in South Africa. This effect is unusual for big
investments as many of these projects require the purchase of machinery and equipment from
outside South Africa.

Employment

One of the significant impacts of the National Housing Programme has been the creation of~
employment opportunities. While it is understood that the direct jobs created are not permanent and
could have been created in some cases for just a few months, a significant number of jobs have
been created. To understand the extent/magnitude to which the National Housing Programme has
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assisted in job creation, albeit for a short period in some instances, the average number of jobs
created by the housing programme per year is examined relative to the overall change in

employment per year.

Figure 2.9 indicates that erratic changes in employment levels have been experienced in South
Africa over the past 16 years. It is estimated that on average 80 423 employment-opportunities have

been created through capital expenditure per year, whereas 675 employment opportunities have
been created per year owing to the operational expenditure, illustrated in figure 2.9 below. The
number of jobs created through the National Housing Progrémme through capital expenditure
contributed on average 0.67% towards total average employment level for the last sixteen years,
and based on operational expenditure, a contribution of 0.01% on average was provided towards

the total average level of employment for the last sixteen years.

Figure 2.9: Changes in national'employment levelirelative to jobs created through the
National Housing Programme
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Figure 2.9 shows that the number of jobs created by the National Houéing Programme is quite
significant relative to the changes experienced in the level of employment. It is also apparent from
figure 2.9 that if the jobs created by the National Housing Programme had been long-term
employment opportunities, the National Housing Programme would have assisted remarkably in
improving the high level of unemployment that persists in South Africa.

According to the SHF (2009) there is likely to be a limited difference between the direct multipliers of
social housing and other housing programmes in construction activities. SRH requires ongoing

maintenance, which creates employment opportunities. However, there is no evidence to suggest
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that this is more than the employment created through the establishment of new residential areas

and the need for increased public services, such as refuse removal, and road maintenance.

Meeting the housing needs

Given South Africa’s history, a number of backlogs and shortages faced the new government in
1994, particularly the shoktage of ho4using. According to Housing in South Africa (Knight, 2001), in
1994 when the ANC-led government came into power, there was 1 formal house for every 43
Africans, while there was 1 formal brick house for every 3.5 whites. The study also indicates that the
urban backlog in 1994 for housing was estimated at 1.3 million. As at 2001 government required a
further 2 million to 3 million houses to address the housing backlogs facing residents in South Africa.
Most recently, in an address by Minister of Human Settlements Tokyo Sexwale to the National
Assembly (21 April 2010), it was indicated, that approximately 2.1 million houses are required to
diminish the housing backlog.«It is"believed that populationirgrowth and high levels of urbanisation
have contributed to the ever-growing hdusing backlog. A simplistic illustration of the ever-growing
backlog and attempts to-decrease it is shown below in figure 2.10:

Figure 2.10: Simplistic illustration of housing backlogs

ISubsidised]

Number of households

To further understand the existing housing situation in South Africa, data obtained from the South
Africa 2010 Development Indicators has been utilised to compare the impact of the National
Housing Programme with the rest of the country. Unfortunately the dataset presented in the
development indicators is incomplete, and therefore no data is provided for the 1994, 1995, 2000
and 2010 periods.
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Figure 2.11 indicates that although a number of houses have been built in the last 16 years, the
number of people living in informal dwellings has increased. In 1996 1.5 million households lived in
informal dwellings whereas in 2009 about 1.8 million households were identified as living in informal

dwellings.

It is encouraging to note that unlike the informal dwellings, the number of traditional structures
declined from 1.8 million households in 1996 to 1.4 million households in 2009.

Figure 2.11: Number of houses constructed or in the process of being constructed
relative to informal and traditional homes
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Source: Urban=Econ'’s calculation based on data from South Africa Development Indicators, 2010
and data obtained from the Department of Human Settlements

To conclude, the National Housing Programme, has assisted significantly in the provision of housing.
If these housing programmes had not'been inwplace, the heusing backlog would have been higher.

However, more still needs to be done at afaster rate to ensure the provision of housing for all.

2.3.3 Opportunity cost of housing delivery programmes

The purpose of this sub-section is to identify the opportunity cost of the housing programme.

According to Botha et al (2001), opportunity cost is the ‘value of that which is sacrificed or
postponed by the exercise of a choice’. In identifying the opportunity cost, the budgetary allocation
for housing relative to other functions is examined, along with the estimated returns that could have

accrued if the money had been spent elsewhere.

Considerable sums of money have been spent on the provision of housing in South Africa. This is

emphasised by figure 2.12, which indicates the budget allocation for housing and social

services/housing and community amenities, relative to the budget of other government functions
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within the social services function. This comparative analysis has been conducted because the
functions within the social services strive to meet similar goals and objectives to the housing

function. It is therefore assumed that increase in one function of the social services sector could

mean a reduction in another function in that sector.

The various functions within the social services sector have not maintained a standard
categorisation system, and there are instances in which functions have been consolidated or have
overlapped, as indicated in the 1999-2002 period. Nevertheless, the data is comparable and
provides an indication of the trends that occurred in recent years.

Figure 2.12: Budgetary allocatign for social services (1995-2010)
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Figure 3.12 shows that the ,proportion of the total budget for housing and other social
services/housing and community amenities has been ihcreasing over the last 15 years as the
function obtained approximately 4.3% “of. thextotal budget in 1995/1996, which increased to an
approximate 10.5% in 2009/2010. During that same period, however, the proportion of the budget
allocated to education declined from 26% in 1995/1996 period to 11% in the 2009/2010 period. In
addition, the budgetary allocation for health and welfare/health had fluctuated in recent years.

It can therefore be assumed that the opportunity cost in increasing assistance to meet housing
needs will result in smaller budgetary allocations for other functions. In other words, the opportunity
costs for government mean that a smaller part of the budget (or fiscal revenue) will be available for
other programmes, often intended for the same group of people.

Besi‘des illustrating the opportunity cost of the housing programme by indicating the potential
decreases in budgetary allocation towards other functions, the opportunity cost can be determined
by understanding the differences in return that could have been obtained if the money spent on
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housing had been spent elsewhere.

The economic impacts of the housing programme have been quantified. It had been determined for
the housing programme that for every R1 spent, there will be a return of approximately R3.5. If the
money were to be spent by other general government functions, however, R1 spent would generate
R6.1. This means that spending on the housing programme is likely to provide a lower return than
that generated by general government by approximately R0.6. On the other hand, investment in
health and welfare is likely to see a return of R5.1 for every R1 spent.

It can thus be assumed that investment in housing will result in reasonably good economic returns,
although if the money were to be spent in by other government functions, slightly higher economic
returns could be forthcoming. However, the decision to invest in housing should not be dependent
solely on the economic returns.

2.4  Conclusion .=

The purpose of this, section was to identify, quantify and examine the economic impact of
implementing the_National Housing Programme. A number of steps ‘were followed in order to
quantify the ecomemic impacts. The main outcome-of these steps was the selection of the input-
output model utilising the social accounting matrix and the quantification of the impact for four
indicators, namely production, employment, income and GNP. The main“finding of the economic
impact assessment was that,R115.57 billion was spent.capital expenditure;while R2.11 billion was
spent on operating expenditure. The impact of this spending included the creation of employment
opportunities for approximately’ 1.3} million people through capital” &xpenditure and 10 802
employment opportunities through operating expenditure over the past sixteen years. In addition,
increases in GNP of R156.70 billion and R2.61 billion for capital and operational expenditure
respectively were realised. After‘analysing the economic impacts, a number of observations were
made. A summary of the positive and negativerobservations is given below.

Positive economic observations include:
e  Spending/expenditure by national government supported economic development in South

Africa. The factors contributing to economic development include:
+ Significant employment creation
+ Income generation for specified groups
+ Significant contribution towards total GNP
+ Contribution to gross capital formation
<+ Improved skills
¢ The housing programme has subsidised rent in some cases and therefore indirectly supports
other industries because the money that would have been spent on rent is spent elsewhere.

¢ It assists where the market fails because private developers would be unlikely to develop low-

Kayamandi Development Services Page 28




Ecohomic Impact of Government Housing Programmes — Draft report February 2011

cost housing, as it wou’Id not be economically viable.
¢ In addition to the income created for businesses and individuals, the housing programme
resulted in the creation of income for government.
¢ The housing programme assists in the development of formal areas and thus supports other
government departments/functions which include:
$ Emergency workers
+ Provision of basic services
+ Provision of health, safety and education
+ Provision of efficient transportation

Although many positives outcomes have been realised as a result of the National Housing
Programme, some of its attributes/outcomesicould besimproved upon. These include the following:
¢ The value of the housing, stock'depreciates more significantly relative to the private housing

owing to the lack of funds by the beneficiaries to maintain the homes. i
¢ Housing projects have not led to the integration of the informal areas with the urban economic |
fabric/scene in which they live, Instead, in some cases ill-placed areas have been formalised.
The result isithat access to econoemic amenities and benefits has not:dlways been realised.
¢  Although a‘large number of employment opportunities have been created, most of these jobs
are short term, and do not have a sustained impact on the local economies.
¢ Limited benefits accrue to smaller economies. In remote areas, resources do not have the
necessary (threshold toshandle larger housing:projects. The companies that handle these
projects are unlikely to assistin building the capacity of local resources because of the smaller
level of the projects that arefincurred.

To mitigate these challenges and maximise the impact'of Housing the following should be ensured:
¢ Implement policies that assistiin ensuring that the benefits are felt in the smaller economies.

¢ Ensure that the sites identified for housing development are well placed and improve the level
of accessibility of households to economic amenities.
Increase the productivity of workers. —
Decrease the costs per unit.

Ensure maximum skills transfer.

If government stopped the housing programme at present — in which a large housing backlog still
exists — a number of impacts and related cost implications could arise. For example, health and
safety issues could surface and this could increase the costs for the welfare of citizens. In addition,
social ills are more likely to transpire without government support for housing. These ills could again
create greater costs to government.

To conclude, the National Housing Programme has provided houses for approximately 22% of the
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population. The housing programme has been beneficial not only in providing houses to the
beneficiaries of the housing programme, but also in stimulating economic activities for small and big
businesses and generating income for various groups, including government itself. The programme
still needs to implemented at a faster rate if the housing backlogs are to be eliminated.
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3. ACHIEVEMENT OF INTENDED OUTCOMES

—_
Government housing programmes can be effective economic development tools that can assist with

" job creation, spatial restructuring, and poverty alleviation. This section is focused on the degree to

which government housing programmes and investment and delivery over the past sixteen years

. have assisted in achieving the intended outcomes of the Department with regards to:

&  Wealth creation, poverty alleviation and empowerment
Employment creation

Breaking barriers in the residential property market

* & o

Sustainable human settlements and spatial restructuring

~

Housing delivery is often. analysed in terms of social objectives. Less attention is given to the
broader and sometimes.indirect impact that housing markets and*housing policy have on promoting

wealth creation, empowerment and economic growth and development:

This sub-section reports on the achievement.of the Department’s intended ‘outcome of ensuring that
property can be assessed by all as an asset for wealth création and empowerment, and refers to:
¢  Enhancing'e@conomic development potential

¢ Beneficiary.affordability of housing

3.1.1 Enhancing economic development potential

The degree of government housing expenditure and ‘delivery contributing to enhancing economic
development potential’can be measured, among others, in light of GNP, additional business sales,
employment creation, and leveraging growth in the local economy;

GNP, business sales and employment creation

Government housing is important to the economy, and as quantified in the previous section, total

eexpenditure on delivery of government housing programmes of R115.6 billion (at 2010 values) over

the past sixteen years has:

¢ Generated GNP to the value of R157 billion during construction and R2.6 billion during
operations

¢  Stimulated additional production during both construction of housing to the value of R419
billion and operation of housing to the value of R6.9 billion

¢ Created 1,286,771 jobs during the actual construction of housing and 10,802 jobs during
operation

¢  Created income for businesses, individuals and government to the value of R83 billion during
construction and R1.4 billion during operations
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During construction, numerous local industries are involved in housing and jobs (and wages), and
additional GNP, and new business sales are generated by the actual development and construction.
The jobs include on-site and off-site construction work, as well as jobs generated in all the economic
sectors, such as wholesale and retail sales of components, transportation to the site, and the
professional services required to build a home and deliver it to the beneficiary. Housing construction
by its nature is labour intensive and the majority of jobs created are unskilled. The wages and profits
earned during the construction period are spent on other produced goods and services. This
generates additional income for local residents, which is spent on still more locally produced goods
and services, and so on. The construction of housing thus results in a partially recycling of income

back into the community, which is called the ‘multiplier’ or ‘ripple effect’.

Besides the construction impacty“the operational impaet represents the ongoing annual effect
caused by local jobs, income, additional GNP and new business sales generated as a result of the
home being occupied. A*household moving into a new home generally*spends part of its income on
goods and servicessin the local economy. The household should also pay local government taxes.
The ongoing annual effect results in‘a permanent increase. in the level of 'economic activity, jobs,

GNP, and new business sales.

The quantification of the economicimpacts in.the previous section, revealed.that for every R 1 spent
there will be a'return of approximately R 5.5. If the'money were however to be spent by other
general government functions R 1 'spent would generate a return of R 6.1xlt can thus be assumed
that investment in housing may fresult in reasonably good economic returns, although if the money
were to be spent iniby other government functions: slightly higher economic returns could be
forthcoming. However, the decision to invest in housing is not and should not be solely dependent
on the economic returns.

If the government stopped the housingsprogramme at present in which a large housing backlog still
exists a number_of different impacts and related cost implications could arise. For example health
and safety issues could arise and this could increase the costs for the welfare of citizens. In addition,
social ills are more likely to transpire without government support for housing. These ills could again
create greater costs to government.

The main role of government is to intervene where the market fails. This refers to the market not
being able to meet the demand for specific goods and services, and this failure can be attributed to
a number of factors, which include the inability of the markets to distribute income equitably. The
failure of markets to provide an equitable distribution of income can lead to negative socio-economic
conditions that include a lack of adequate housing provision. Therefore government can play a

distributive role to assist in the provision of adequate housing for citizens who are unable to fulfil
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their housing needs. Many citizens in South Africa do not obtain equitable levels of income, and
therefore the National Housing Programme has been implemented to assist with this challenge.

Leveraging growth in the local economy
Government housing delivery programmes leverage growth in the local economy through
- appointment of local contractors and enhancing local expenditure.

The benefit of increased local jobs can also be rendered in economic terms. In essence, additional
local jobs result in further local income creation. This increase in income in the local area can be
translated into specific impacts, ranging from B-BBEE to poverty alleviation, depending on the
procurement policy and the construction technology.

Beneficiaries mostly revealed:that.temporary or permanent jobs_are not made available to locals,
and contractors predominantly utilise their own labourers. Besides some casual jobs during
construction, most beneficiaries were not aware of employment opportunities. Nonetheless, the

actual construction,of the housing"project created ‘work for approximately 16%" of the beneficiary
households.

In terms of employment equity, the municipal surveys revealed that:

¢ Good employment equity is'hnét.always:followed.

¢  Some provinces follow supply chain managementprinciples.

¢ Municipalities that are not aceredited believe that local people are™not prioritised because
projects are handled at provincial level.

¢ Procurement policies and procedures are effective and efficient, but the issue is with their
implementation and enforcement.

¢  Municipalities promote employment through ensuring that local contractors are used for

smaller projects. On bigger projects, contractors are forced to use local sub-contractors.

Local labour and small buildingantractors are favoured in all projects, according to contractors.
However, only approximately 59%'° of projects used a local construction company. Of these,
approximately 79%'® used small building sub-contractors.

Given the aim of achieving well-balanced housing development, sufficient local buying power could
be generated to support economic and commercial activities in the area. However, only when the
local area over which the benefits are spread is large enough to include the places where

" Source: Kayamandi beneficiary survey; n=726

'S Kayamandi Municipal and Contractors project specific questionnaires, 2010; n=29
"6 Kayamandi Contractors project specific questionnaire, 2010; n=13
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construction workers live and spend their money, as well as the places where the new home

occupants are likely to work, shop, and go for recreation, then local impacts are maximised.

The average breakdown from contractors on expenditure per project is as follows™:
¢ Labour: 25%

¢  Building materials: 63%

¢  Other: 12%

As indicated previously, a total of R115.6 billion (at 2010 values) on low-cost housing construction

has been invested since 1994. Based on the percentage of labour expenses, apprbximately R30
bilion at 2010 prices has been spent on workers’ wages since 1994. Approximately 63% of
government expenditure on housing”projects goes towards building materials — in other words,
approximately R73 billion; at*2010-prices, has been spent on building materials for government’s

low-cost housing initiatives 'since 1994.

The municipalitiessrevealed that 6n'average 64%.of labourers utilised on housing projects are
unskilled and 36%%are skilled. Whereas the average sskill type' of ‘Workforce as reported by
contractors is:

¢  Unskilled: 70%

* Semi-skilled: 25%
¢  Skilled: 5%

It can thus be expected that more than two-thirds of labourers are unskilled, the majority of which
are local labourers. Increased local"employment associated with the development of housing
delivery projects has also impacted positively on the regionalgand local economy. Increased
employment is associated withiincreased income andsconsequently with increased buying power,
thus raising the standard of living in.the areas.of the housing delivery projects. The spin-off effects
associated with these local economic contributions — capital expenditure, increased salaries, etc —

include decreased dependence on government social benefits, increased disposable income, ability

to purchase additional goods, and improved standard of living. ‘Standard of living’ is a measure of

economic welfare. It generally refers to the availability of scarce goods and services, usually
measured by per capita income or per capita consumption, to satisfy wants rather than needs.
Housing delivery improves the standard of living, which enhances economic conditions in terms of
productivity or per capita real economic growth, increases income distribution and expands

availability of local public services.

'7 Kayamandi Confractors project specific survey; n=10
'8 Kayamandi Municipal project specific survey, 2010; n=22
'8 Kayamandi Contractors project specific survey, 2010; n=13
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Increased local employment is associated with increased income and consequently with increased
buying power in the area, thus leading to new business sales. In other words, over and above the
money originally invested during the construction and operational phase of housing delivery, a large

amount of revenue is genérated because of the multiplier effect in the different sectors of the ,

economy.

In short, housing developments have positive impacts on the local economy'of surrounding local
areas if greater local expenditure takes place. The local economy will be stimulated in the following
ways:

¢ Increased financial spending necessary for construction of the housing development — these
include the purchasing of building material, payment of services provided and infrastructure
development

Increased expenditure by.employees from income'generated

Increase in land values from provision of bulk and line services

Generational of municipal revenue

* & & 0

Potentially reduced travel-to-wortk trips in terms of time and/or distance, reducing congestion
and time delays

¢  Increased viability of urban kfacilities and support for business, including.public transport

On average, contractors reported the following-“recent local expendituregpatterns on building
materials:%°

¢  Same local municipality: 76%

¢  Other local municipality in thé same province: 14%

¢  Other province of.South Africa: 10%
.

Other country: 0%

However, in, the main, contractors aré known for maximising profits. This entails not necessarily
purchasing locally, but to negotiate the:best deals nationally. Due to price competition, enforcing
local purchases is a challenge. However, some degree of local purchases needs to be enforced on
contractors in order to ensure that as many of the positive benefits as possible accrue to the local
area.

One of the unintended consequence, is that numerous small contractors have become bankrupt
during the delivery of housing projects. By and large, those that have not been bankrupted indicated
that they make hardly any profits from housing delivery projects. It seems that only the well-
established contractors profit from large housing delivery projects where sufficient quantities of
delivery and national purchases enable cost savings or where large contractors jointly provide
profeséional services (town planning, engineering, etc) and construction.

2 Kayamandi Contractors project specific survey; n=9
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A positive economic impact is likely to be experienced in terms of the increased markets dealing
with the sale of local goods to construction staff and direct local emplbyment by construction
contractors. The construction sector’s role in the economy is important in the sense that growth in
the local economy is dependent on the performance of other local economic activities, because of
the strong backward linkages in the local economy. Some of the inputs required for construction
include: '

Bricks

Corrugated iron

Pipes

Electrical wiring

Paint

Concrete and cement

¢ & & o+ O

Nonetheless, construction of housing jin itself generates substantialdecal economic activity, including
new income andgjobs for residents, and additionalzrevenue for local gbvernments, taking into
consideration the effect of the constructionsactivity itself, the. ripple impact.that occurs when income
earned from construction activity is/spent and reeyclediin the local economy, and the ongoing impact
that results fromsnew homes becoming occupied by residents who pay taxes and buy locally

produced goods and services.

Although many changes have occurred .in South.Africa since 1994, poverty'is still widespread and
many households struggle to sustain themselves. Government housing ‘delivery presents a critical
opportunity to decrease poverty by supporting development of local economies.

3.1.2 Beneficiary affordability of housing
Beneficiary affordability of housing”with regards to income generation, expenditure and general
housing affordability provide an indication of how the delivery of government housing has assisted

with poverty alleviation and wealth distribution.

Beneficiary livelihood and income generation ability

BNG regime human settlement plans aim to coordinate housing development in order to promote
poverty alleviation and wealth distribution. With more than 2.37 million units delivered and
households supported, government housing programmes sustain nearly' 11 million people, which
represents approximately 22% of the current population of the country. Housing delivery over the
last sixteen years has created the opportunity for the creation of more than 2.37 million household
assets for a portion of the population that previously was not able to obtain land ownership close to
economic opportunities, and has given people who are living in totally unacceptable conditions
access to decent municipal services. This might not distribute wealth directly, but it does lessen the
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impact of poverty on people’s lives. The income generation ability and associated impact at
beneficiary and household level promotes economic wellbeing and structural transformation.

It is unrealistic to expect government housing delivery to provide beneficiaries with a house and a
sustained job. Nonetheless, a total of 10% of beneficiaries revealed that without government
housing assistance they would probably not have attained current household income. See table 3.1.

Table 3.1: The extent of housing assistance’s contribution to income

Extent of contribution Distribution
Obtained same income prior to moving to current dwelling 37%
Change in income unrelated to housing assistance 54%
Change in income fully related to housing assistance 10%
Total 100%

Source: Kayamandi Household Beneficiary survey, 2010; n=689

The degree of change insthe income generation ability of household members since moving to their
new dwelling is shown in‘table 3.2 below.

Table 3.2: Change'in beneficiary income generation post-housing assistance

‘Degree of change Percentage
Major decrease 4%
Some decrease 15%
Unchanged 65%
Some increase ’ 12%
Major increase 4%
. Total = 100%

Source: Kayamandi Beneficiary:survey, 2010; n=736

Household income for the majority. (65%) of beneficiaries has remained constant. Whereas nearly
20% of households reported‘a decrease in their income-generation ability since government housing
assistance, and approximately 16% of*households reported a increase, hardly any difference in
income-generation ability in the RDP and BNG regimes is noted from housing delivery.

The main reason for income generation mostly remaining unchanged is that, with or without housing
assistance, priorities have not changed. Expenditure on items such as food and transport for
beneficiaries is still the same.

The major reason for beneficiaries reporting a decrease in income-generation ability relate to higher
expenditure on rates, taxes, services, rent, etc. Other reasons include:
¢ The new area is more expensive than the previous one, and more is spent on transport, which
decreases monthly income.
Maintenance costs are high and expenses in general have increased.

¢  Existing jobs have been lost since moving to the area.
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¢ There is too much competition in the new area, and informal income generation has

decreased.

One of the major reasons given by beneficiaries for an increase in income-generation ability relates

to housing assistance providing them with space to run home-based businesses, which bring in

considerable income and enable savings. Other reasons include:

¢  Better job/promotion with resultant higher income

Closer to economic opportunities

L
¢  Lower travelling costs associated with new location
.

Life being much easier and affordable

The extent to which moving to the clirent dwelling, post-housing assistance, has resulted in an

increase/decrease in household.inecome per item is shownuin table 3.3 below.

Table 3.3: Change in beneficiary income post-housing assistance per source

D Formal [ginformal | Cash in kind from other Total
egree of change fami ‘ .
amily members income

Decreased because of housing assistance 3% 3% 2% 3%
Unchanged except.for inflation 58% 52% 48% 56%
Increased because of housing assistance 8% 6% 2% 7%
Not applicable 31% 39% 48% 34%
Total 100% 100% 100% 100%
n - 707 693 686 640

Source: Kayamandi Beneficiary survey, 2010

The main income-generating activities for beneficiaries are child/pension'social grants; spaza shops,

shebeens and food Sstalls; domestic work; retail| cashiers and clothing outlets. Other income-

generating work includes:
Building/trade/construetion
Farm work

Factory work

Municipal work, mainly cleaners
Security guards

Government departments
Manufacturing sector

Mining sector

* & & & & & & 0+ o

Gardening

The main income-earning activities of social housing residents, however, are quite different. The
surveys revealed that social housing institutions accept only households with a formal income-
earning household member. Social housing beneficiaries’ income-earning work includes:
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Nurses

Government clerks
Security guards

Teachers

‘Motor industry employees
Shop assistants

Police service employees

Social workers

e & & ¢ 0 ¢ 0 o o

Banking/financial sector employees

One of the unintended consequences of giving housing assistance, however, is that government
encourages dependency.

Housing expenditure and affordability

Besides change in beneficiary income and livelihood, albeit limited, the degree to which housing is
affordable provides_an indication ©f lhow housinggassistance is achieving wealth distribution and
poverty alleviation,“and impacting on beneficiary households. The degree. of change in household

expenses since moving to the new dwelling is shown.in table 3.4 below.

Table 3.4: Degree.of change in household expenditure

Degree of change ' "~ Percentage
Major decrease 2%
Some decrease 15%
Unchanged | ' 35%
Some increase 40%
Major increase ‘ 9%.
Total 100%

Source: Kayamandi Beneficiary survey, 2010;.n=728

Nearly half (48%) of beneficiaries révealed that expenditure has increased post-housing assistance;
for approximately 35% of beneficiaries expenses have remained unchanged, and 17% have
experienced decrease in expenditure.

- The major reasons for decrease in expenses relate to beneficiaries now living apart from their
extended family, with resultant lower expenditure. But some beneficiaries revealed that because of
housing assistance the number of household members has increased, with resultant less income
per dependent.

Major reasons for increase in expenses include:
¢ Higher expenditure on services and rental

¢  Greater household tasks, with ensuing greater expenses
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¢  Higher costs of renovations and maintenance

©  Electricity and technology-bound appliances such as computers require expenses such as

data bundles for Internet activity

Geyser and shower facilities result in higher water usage and related costs

Change in lifestyle with resulting growth in needs and desires and increased furniture and

appliance purchases

Increase in transport costs

¢  Previously lived in rural areas or with parents with limited expenses

Beneficiaries were queried on the extent to which moving to their current dwelling (post-housing

assistance) resulted in an increase/decrease in expenditure per item. See table 3.5.

Table 3.5: Change in expenditure (per item) post-housing assistance

Expenditure item Degree of change Percentage | N
Rent Decreased because of housing assistance 27%
Unchanged except for inflation 55%
: : 768
Increased because of housing assistance 18%
Total 100%
Debt repayments (eg Decreased because of housing assistance 8%
car, furniture, etc) Unchanged except for inflation 70% | 766
Increased because of housing assistance 22%
Total 100%
Water and lights Decreased because of housing.assistance 10%
(services) Unchanged except for inflation 329,
Increased because of housing assistance 58% 785
Total 100%
Household Decreased because of housing assistance 8%
maintenance Unchanged except for inflation 59% 769
Increased because of housing assistance 33%
Total 100%
Transport costs (to Decreased because of housing assistance 17%
work/school/events, Unchanged except for inflation 56%
etc) Increased because of housing assistance 26% 786
0
Total — 100%-.-
Healthcare Decreased because of housing assistance 23%
Unchanged except for inflation 60%
- - 780
Increased because of housing assistance 17%
Total 100%
Savings Decreased because of housing assistance 21%
Unchanged except for inflation 68%
- - 766
Increased because of housing assistance 11%
Total 100%
Total expenditure Decreased because of housing assistance 11%
Unchanged except for inflation 51% 641
Increased because of housing assistance 37%
Total 100%
Source: Kayamandi Beneficiary survey, 2010
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Expenditure broken down per expense item shows that for most households expenditure has
remained unchanged, except for water and lights (services), which have increased for all beneficiary
households.

Larger increases in expenditure than decreases have been observed for these household expense
items:

¢  Debt repayments (eg car, furniture)

¢  Household maintenance

¢  Transport costs (to work/school/events, etc)

¢  Total expenditure

Larger decreases in expenditure than increases have.been noted for these expense items:
¢ Rent

¢  Healthcare

*  Savings

Reasons for decrease in expenditure include:

¢  Living conditions better than before

* Less maintenance of house required

¢ Previously paid for informal rental. Not paying rental makes it possiblesto;save.

¢ Due to housing assistanCe, assistance was obtained with registering as an indigent. Being
registered as an indigents. makes all services-related expenses far cheaper. Some
beneficiaries previously paid for electricity, whereas services are néw obtained for free.
Transport costs are lower because of being better.located in relation to most places

. The improved hygienic area compared with the squatter camps result in lower health costs

Reasons for increase in expenditure include:
Higher maintenance costs
Not always being able to afford the services bills, in which case bills escalate
Taxi fares and public transport to and from areas are higher

~ Used to stay with parents now have expenses

Due to housing assistance beneficiaries are now forced to pay for services unlike before

* & & ¢ ¢ o

Energy sources of previous dwelling such as candles and paraffin stove was cheaper than
electricity costs

¢  Overall expenses of previous dwelling was far lower

Table 3.6 shows household items purchased as a direct result of moving the current dwelling, that
is, post-housing assistance.
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Table 3.6: Purchase of household items because of housing assistance
Item Response Percentage | n
Yes 31%
. No, but purchased item unrelated to assistance 32%
Furniture No, did not purchase item 38% 792
Total 100%
Yes 27%
. . No, but purchased item unrelated to assistance 35%
Television/dish No, did not purchase item 38% 791
Total 100%
Yes 25% | 790
. No, but purchased item unrelated to assistance 33%
Refrigerator No, did not purchase item 42%
Total 100%
Yes 1%
Internet facilities at No, but purchased item unrelated to assistance 3% 786
home No, did.not purchase item 97%
Total 100%
Yes 15%
- No, but purchased item unrelated to assistance 12%
Post facilities No, did not purchase item 73% 87
Total 100%
Yes 2%
Telephone in the No, but purchased item unrelated to ‘assistance 2% 788
dwelling No, did not purchase item 96%
Total 100%
Yes 19%
. No, butspurchased itemwunrelated to-assistance 30%
Music systems No, didinot purchase item 52% 788
Total 100%
Yes 28%
, No, but purchased item unrelatedito assistance 30%
Electric kettles No, did not purchase item 42% 87
Total 100%
Yes 3%
No, but'purchased item unrelated'to assistance 5%
Geyser No, didinot purchase item 92% 786
Total 100%
Yes 26%
Electric two plate No, but purchased-item unrelated to assistance 35% 751’
cookers/stove/oven No, did not purchase item 39%
Total 100%
Yes 22%
. No, but purchased item unrelated to assistance 31%
Electric irons No, did not purchase item 47% 790
Total 100%
Yes 8%
No, but purchased item unrelated to assistance 14%
Heater No, did not purchase item 79% 791
Total 100%
Yes 1%
No, but purchased item unrelated to assistance 4% 790
Compuier No, did not purchase item 95%
Total 100%
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Item Response Percentage | n
Yes 1%
Vacuum cleaner No, but purchased item unrelated to assistance 2% 787
No, did not purchase item 97%
Total 100%

Source: Kayamandi Beneficiary survey, 2010

Generally the following items have not been purchased as a direct result of housing assistance:

* & 6 4 & o

Vacuum cleaners
Computers

Heaters

Geysers

Telephone in dwelling

Internet facilities at home

Items that are purchased.mostly as the direct result of housing assistance include:

*

* & 6 & & o

Electric irons, two plate cookers/stove/oven
Electric kettles

Music systems

Post facilities

Refrigerator

Television/dish

Furniture

Reasons for purchasing items because of housing assistance include:

¢ & & & o

Enough space tofown furniture, decorate and make the house more comfortable
Desire for luxury items

Competing with neighbours

Electricity enables use of appliances

Need for cleaning consumables

Entertainment —

Government housing has mostly created increased expenditure and increased purchases of
household items. Nonetheless, government housing delivery has enabled people to become land
owners, which allows some financial independence and ‘bankability’. However, the quality of the
asset has to be maintained and beneficiaries must accept ownership of these assets as well as
realise the value of their asset, which boils down to the affordability of houses for beneficiaries.

More than half of beneficiaries reveal that the housing obtained is affordable; approximately 41%
state that it is not affordable, although they are making ends meets, and only 1% of households are
planning to sell the house, based on non-affordability. (See table 3.7.)
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Table 3.7: General affordability of housing assistance

Degree of affordability of housing assistance Percentage
Not affordable at all. Planning to sell house based on non-affordability 1%
Not affordable. Many unforeseen costs, but not planning to sell house.

Making ends meet 42%
Affordable 57%
Total 100%

Source: Kayamandi Beneficiary survey, 2010; n=768

Any form of development contributes towards achieving wealth distribution and poverty alleviation.
The pace of transformation is slow, but progress is being made through housing delivery, even
though not optimally. There are still large backlogs and the process of alleviating poverty can be
addressed in a more effective manner. While wealth distribution and poverty alleviation have taken
place at some level, the focus is"still largely onichasing numbers with faster delivery at higher
capacities. One sector, namely housing, cannot realistically beexpected to energise all aspects of
development. Nonetheless, the Department of Human Settlements'is_the only department fighting
poverty because it is the‘only initiative that distributes an asset that ean allow the poor to escape
poverty with the possibility of household savings and.gradual capital formation.

There is a stronglink between government housing delivery and employment creation which brings

increased incomesyand wages”to ‘communities.. The impact of job creation and the degree of
leveraging growth in the economy by utilising the provision of housing 'as a major job creation
strategy (in terms of components such'as employment in man-months;yemployment per sector,
employment of special.groups, labour intensiveness and on-site materials construction, quality of
employment created, etc) provide an indication of how the delivery of government housing has
assisted with job creation. It also ensures that labour-intensive construction methods and principles
permeate through housingdelivery’ programmes, 'increasing the job creation potential and
contributing to unemployment reductionsin,the country:

This sub-section reports on the achievement of the Department’s intended outcome of leveraging
growth in the economy by utilising the provision of housing as major job creation strategy and refers
to:

¢  Measuring job creation

¢  Labour intensiveness

¢  Training and skills development

¢ SMME and B-BBEE involvement
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3.2.1 Measuring job creation

‘The Thubelisha Presidential Study indicated that an average of 2.3 persons are employed per house

of 40 m?, although it does not refer to the length of time the employed people are involved in the
construction. The survey results show that the average employment in man-months per housing unit
completed over the last sixteen years is approximately 3.1.%" In other words, a government housing
project takes one person approximately 3.1 months to complete. The duration of direct emponment
per housing unit is thus limited. However, since the programme has been running over the last
sixteen years (and will continue well into the future), a form of ‘sustained’ temporary direct
employment creation has been achieved.

Over the last sixteen years, delivery of government housing has created 1,286,771 man-year during
the actual construction of housing and 10,802 man-year jobs during operation. Sectors stimulated
are highlighted in the previous section.

Increased employment.during construction, albeit temporary, résults-in greater expenditure, which
fneans that because of the economic spin-offs, more jobs will be created than merely the direct jobs
required for the construction. During the constrctiont phase, there is demand for contractors,
labourers, artisanspand service providers.

The creation of*employment is important from ainumber of economiC perspectives, such as
improved income_distribution and,household welfare; a sustainable growti™path with a growing
productive sector to supportiess productive parts of the economy (via intrashousehold transfers,
monetary transfers and consumption linkages); and fonger upswings in‘the business cycle, with

household demand being the single most important/contributor.

There are other socio-economic_considerations from ‘'employment,such as wellbeing, good health,
and the feeling of making a gontribution,to the family and the broader community/society.

In the main, although a large part of the Tabour force in the country are involved in very low or zero
productive activities, and a shift from formal to informal employment is being noted, concomitant with
~growth in output from housing delivery projects is active stimulation of labour-absorption, with higher
rates of labour-intensive employment (and income derived from employment). This enables returns
to education, lower household dependency ratios, stronger distribution of income effects, increased
opportunities in the marketplace, and deepening economic linkages, thereby assisting with the
sustainable employment growth trajectory of the country.

Generally, for the most part, by and large the employment impact is much greater than merely the

direct employment generated from government expenditure on housing subsidy, as a result of the

z Kayamandi Contractors project specific survey, 2010; n=11
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second-round multiplier effects that are generated. Government housing programmes over the last
sixteen years have achieved this by stimulating demand among the poor. That is, government
housing programmes aid in transferring the composition of demand towards greater labour-
absorbing sectors of the economy through enabling increased consumption by the poor (because of
higher income derived from employment), which increases demand for basic labour-intensive
domestic consumables and produce, with the resultant absorption of a greater proportion of labour
in the production of the consumables, compared with goods consumed by the wealthy. In this way,
the stimulus of increased demand promotes second-round labour demand multipliers. Based on this,
it is reasonable to say that the implementation of government housing programmes has a positive

and somewhat sustainable impact on South Africa’s macro economy and employment growth path.

While housing delivery programmes.. utilise public’ sécter budgets to reduce and assist with
alleviating unemployment; théy cannot ensure that all participants.in these programmes are able to

translate the experiencesand.set up their own business/ service or become sustainably employed.

‘Temporary’ directyiemployment created through housing delivery does not generate jobs that would
have happened,without the interventiontanyway. That isjigovernment housing programmes do not
create a so-calledrdeadweight loss to society..Nor do they lead to substitution effects. In other
words, new jobs-are created so participants in housing delivery programmes do not get jobs that
would have gone_to other people..Furthermore, housing. delivery stimulates business sales, and
does not create’a ‘displacement effect’. This refers to the situation in_which the programme’s
consequence is to displace non-participants through, creating market distortions, which then lead to
the closure of other enterprises in the same industry and consequently job‘losses.

Not all provincial departments agree that employment potential is‘a criterion when assessing project

applications. Employment potential generallysgoes hand in hand with good location, and projects

must be located close to employment opportunities: 6r within reasonable access through

transportation. Comments from provincial departments about employment potential:

¢ Projects are planned to provide job opportunities for beneficiaries only during construction
because projects are labour intensive.

¢ Housing projects are placed next to economic activities and all that is left is for beneficiaries to
access jobs.

¢ Employment potential is not a major criterion, because a housing project creates temporary
jobs.

¢ Employment potential is implied. The BNG policy looks at this aspect, and an integrated
approach is followed. All new BNG projects are evaluated on jobs created, skills developed,
etc.

¢ Employment is only a partial consideration. The first focus is to provide housing; employment
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comes as a result and is considered a bonus. Employment potential may be looked at more
intensely in the future.
¢ Employment potential forms part of planning assessment, but a point is reached at which the

severity of people’s living conditions exceeds other criteria.

The quality of employment that is created because of the limited duration of the work is questioned,
as well as the notion that government housing sustains low-wage workers. These cast doubt on the
degree of meaningful participation of the poor in the mainsiream economy through housing delivery.
Because of the large amount of backlogs, and the questionability of sustained housing delivery, the

programme is believed to be constrained in continuously creating more jobs in the long term.
Housing delivery has assisted some beneficiary househglds with sustainable job creation. Table 3.8

shows beneficiaries’ response. ‘toswhether housing “assistance improved the work status of
household members.

Table 3.8: Improvement of work status from housing assistance

Assistance components Degree.of change Percentage n
Improved 20%

New location of housing Stayed the same 69% | -1
assistance Worsened 11%
Total 100%
Improved 12%

“New housing unit of housing Stayed the same 82% | -o0
assistance Worsened 5%
Total 100%
Improved 14%

New social community of housing/ | Stayed the same 80% 711
assistance Worsened 6%
Total 100%

Source: Kayamandi beneficiary survey, 2010

In general, beneficiaries reported their work status as remaining the same after housing assistance.
However, the new location (because of closer proximity to employment opportunities) had a greater
impact on improving work status than the new social community or the new housing unit itself.
These responses reveal that change in work status is not unrelated to housing assistance, and more
beneficiaries experienced an improvement in work status than those that reported their work status
as worsening. The provision of adequate housing alone cannot be expected to change the work
status of all households because many other factors play key roles, such as health, education, and
the desire to obtain work .
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The main reason reported by beneficiaries for improving employment is that they are located closer
to proper job opportunities. Beneficiaries revealed these reasons for housing assistance enabling
employment improvement:
¢ Work has been obtained within the settlement, such as cleaning streets, fixing
roads/infrastructure.
The improved location helps the employed to have more money available for savings.
There are humerous unskilled labour jobs nearby.
¢ There is a large population base in a housing settlement, which provides opportunities for

business, especially for households wanting to purchase inexpensive necessities

The main reasons that were given for housing assistance worsening employment was that there are
no economic opportunities nearby; .travelling to seek” work is too expensive; competition for
employment is high; bribery,and. nepotism are involved in certain jobs, and education, skills or
experience are inadequate. Other reasons include:

¢  Promises of work ifrom municipalities that did not materialise

¢  Lack of creativity and self-employment in the youth

¢ Lack of jobs'for unskilled/uneducated people because of competition from people with same
skills and resultant willingness'to work for lower wages. Foreigners are also favoured for work
opportunities’because they are willing to work more cheaply

Lack of work experience

Lack of centres for short courses, for example computer training

High HIV/Aids rates and drugsproblems among the youth

Lack of access to ID booklets, which inhibits ability to find employment

Lack of luck in finding employment

¢ & & & O o

Low purchasing power in_ area for home-based businesses

Besides direct employment (and multipliers) frem construction-related job creation, market flexibility
changes the mobility of households and hence the flexibility of labour markets. There is apparently a

~ clear link between housing and unemployment, and more specifically between housing and labour

market flexibility and unemployment . There is substantial evidence of positive correlations between
home ownership and unemployment (Oswald, 1996; Nickell, 1998; and Dohmen, 2005).

One of the negative unintended consequences of housing delivery is the impact on labour mobility.
Dohmen (2005) states that the key issue is not housing, but tenure, which links to labour mobility
and unemployment. According to Dohmen, higher aggregate rates of home ownership are
associated with higher unemployment rates, although unemployment might not be concentrated
among homeowners. The reasoning is that high-skilled workers are more mobile than low-skilled

workers, given the choice of housing tenure. Increased aggregate home-ownership rates are
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associated with reduced search intensity, diminished attractiveness of job offers, and greater
unemployment. Dohmen’s key conclusion is that mobility and search behaviour are determined to
some degree by conditions in the housing market. In other words, interventions in the housing
market affect labour market outcomes. Dohmen’s findings imply that policies that raise moving costs
(eg homeownership) reduce mobility and thereby increase unemployment.

Access to housing is not a key component of improved economic self-sufficiency. Other
interventions have a greater impact, such as specific employment and economic development
programmes. These are complementary to housing interventions.

- The SHF (2009) considers whether social housing improves household mobility. Key measures to

value market flexibility are reduced periods of unemployment, lower search times, higher levels of
upward job mobility, and overall lower-levels of unempléyment. Study findings indicate that social
housing residents generally have access to better jobs because .of their location. Thus location
(proximity to employment) and larger potential pools of employment.are important. In addition,
reduced travelling time and costs afe strongly correlated with better employment outcomes for these
households. However, the SHF (2009) indicates that the analysis is complicated by selection bias in
that tenants are typically employed prior to moving.in; and by the regulatory limitation that applies to
other low-income "housing, which restricts the sale./The consequence in ‘most cases is continued
utilisation of informal settlements

The SHF (2009) also provides causality of employment for housing. Accotdingly, the link between
urban restructuring and better employment opportunities is operationalised.through locating housing
projects near employment opportunities. This leads to residents finding better jobs when moving to
the area, and therefore additionakincome and higher productivity.

3.2.2 Labour intensiveness

The municipalities that were interviewed revealed that on average 64%?2* of labourers utilised on
housing projects are unskilled and 36% are skilled. The average skill type® of workforce as reported
by contractors is:

¢ Unskilled: 70%

¢  Semi-skilled: 25%

¢  Skilled: 5%

The average daily income provided to the workforce for housing delivery amounts to an average of
R135 per day.

2 Kayamandi Municipal project specific survey, 2010; n=22
Kayamandi Contractors project specific survey, 2010; n=13
# Kayamandi Contractors project specific survey, 2010; n=8
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All housing delivery projects are labour intensive because of the nature of projects. However, these
aspects were noted from municipal and contractors’ interviews regarding labour intensity:
¢ Construction work is mostly labour based, excluding the production of building materials.

¢  Only approximately 23%* of projects reported that material inputs, such as bricks, were
developed on site.

Brickwork, plastering, tiling, and paving are all done by labour-only contractors.

Electrical, plumbing, painting, and roofing are mostly done by supply-and-install contractors.
Concrete mixers are mostly utilised for foundations.

S 0 O O

On average 54%? of the projects utilise intensive construction machinery.

Interviews with contractors revealed that sweat equity, as in PHP projects, does not work, and
beneficiaries should be paid per skill level'and per unit completed. PHP projects are successful only
when beneficiaries learn how to takeinitiative.

All provincial departments 'stated that labour intensiveness in housing delivery is compulsory in the
BNG regime. Most provinces disclosed that housing delivery projects are approved in line with
EPWP principles; butithey are not actually implemented-according to EPWP.

The EPWP is one of government/arrays of programmes aimed at providing poverty and income
relief through temporary work for the unemployed to carry out socially useful activities. The EPWP
was launched in"April 2004 to promotereéconomic growth and create sustainable development. The
EPWP involves, creating temporary work opportunities for the unemployed,, using public sector
expenditure. It builds on existing best-practice government infrastructuresand social programmes
either by deepening their labour absorption or extending them. Given that most of the unemployed
are unskilled, the emphasis is on relatively unskilled work opportunities. All of the work opportunities
generated by the EPWP are therefore combined with training, education or skills development, with
the aim of increasing the ability of people to earn an income once they leave the programme.
Together with the SETA’s, the Department of “Labour (DOL) coordinates the training and skills
development aspects of the programme. The programme has set criteria and target of providing
employment opportunities and training.
In the case of government housing projects, labour intensity is dependent on the capacity of the
contractors (some have heavy machinery, others not). In many cases the work is mostly labour
intensive. The onus in most projects seem to be on the contractor, who must report on the labour-
intensive methods being implemented for that project, with the result that limited reporting on labour
intensiveness methods is undertaken. Whereas with EPWP projects reporting and meeting set
criteria is enforced on contractors.

% Kayamandi Contractors project specific survey, 2010; n=13
% Kayamandi Contractors project specific survey, 2010; n=13
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In order to maximise labour intensiveness, the relevant Social Responsibility Programme criteria of
EPWP are as:

A minimum of 35% of the Project budget must be utilised for labour intensive wages

A maximum of 3% of the project budget shall be used for other wages

A maximum of 7% of the project budget shall be utilised for implementers fee

A maximum of 3% of the project budget shall be utilised for administration costs

* & & o

90% of temporary job days must be reserved for local people

One of the problems, acknowledged by Public Works, is that labour-intensive projects cost more
than conventional projects, and require more management capacity. Grants by the Department of
Public Works for labour-intensive methods have high thresholds, involve a large number of man-
days, and are reputedly difficult to manage.and implement in housing delivery projects.

However the trade-off tofsociety from EPWP is necessary. Thétinterventions from Public Works
have been designed to"make a significant contribution to reducing*unemployment and providing
livelihoods for the poor, women and the youth in order to bridge the'gap between the first and the
second economiesxof this country. The Department.of Human Settlements should thus implore
implementers to doeverything possible to. maximise the job,opportunities éreated in a project so as
to make a meaningful contribution to'the governments fight against unempléyment.

3.2.3 Training and skills development

Housing delivery programmes draw significant numbers of the unemployed into productive work.
The skills workers obtain increase their capacity to earn an income. The effects of income and job
creation also translate to, skills development, which, if meaningful (type and duration), can assist with
meaningful improvement of unemployment.

According to most provincial“departments of human, settlements, transfer of skills and skills
development are compulsory in the deliverysof housing projects. Some departments, however, do
not agree. In housing delivery, skills transfer is not always treated as being-compulsory, but often a
‘gentlemen’s agreement’ with contractors is adhered to. In some cases, the EPWP programme is
reportedly followed for training people who are then appointed to work on housing programmes. In
more recent projects in some provinces a contractor’s template has been set up, which is used to
assist with monitoring. Limited formal training and skills development have been observed and much
of skills development is limited to on-the-job training. Key aspects of skills development are:
¢ Skills are transferred mainly through in-service training, for example brick laying, and
carpentry.
¢  Skills can be ‘sold’ after completion of a project, which can assist with obtaining employment
elsewhere, job creation and poverty alleviation. On the flip side, a skilled workforce for housing
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delivery is not retained, as trained people mostly find better jobs that pay more, resulting in the
need for continuous training.

& Training is costly. The enforcement of additional ‘conditions’ such as skills development
requires increased monitoring, which is difficult, costly and already weak. Contractors will be
less willing to engage in housing projects owing to numerous criteria and rules to adhere to.

¢ Turnkey developers in the BNG regime reportedly mostly strive to abide by EPWP rules,
through which skills development statistics are assessed and monitored, thus ensuring that
women and the youth are involved.

¢ In some projects, a steering committee of leaders, concerned people and the ward councillor
is appointed, among others, to ensure skills development takes place.

¢ Training selection is problematic. Unemployed people and friends of councillors are put
forward for training, rather than_someone who is already employed or who shows technical
ability or entrepreneurial spirit

¢ Beneficiary empowerment and skills development vary widely: per project, but mostly take
place formally on a’small scale, as they are difficult to implement:

Municipalities in.general reveal that the EPWP needs to be.promoted as much as possible, because
the municipality lacks instruments, methods or initiativesiin place to test whether skills transfer takes
place and the intended employees are trained. In some provinces, a specialist is on site to monitor
the process in order to ensure quality_preduct and engineering specificatibns, etc. However, there
are no specifications on the target, or procurement policies to guide officials.with use of local labour,
use of local materials, degree of skills training, etc.

Take for instance that.upon budget approval from the EPWP, the Social Responsibility Programme
management deducts 5% of the total project budget for purposes of underiaking accredited training
and this is administered separatelysthrough a process of engaging accredited training providers. The
project implementers are also, enforced to use a further 2% of the remaining budget for non-

accredited training, and training person days must be equal to 9% of temporary person days.

Generally, in both the RDP and the BNG regimes, contractors bring a core of skilled workers who

train local labourers on the job. Skills training is thus mostly limited to in-service training during the

project, on components such as bricklaying, carpentry, and scaffolding. Limited exceptions were

observed in projects, where these training components were noted:

¢  SMME training

®  Sub-contractor training for managers and supervisors covering technical, quality, supervision,
punctuality and time management

¢  Beneficiary training

Some training and investment creating entities were noted in the projects. See photographs 3.1.
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Photographs 3.1: Job creation and training entities
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There is scope for improved skills development, labour intensity. and more on-the-job materials

production. Nonetheless, the, delivery.of housing projects over the last sixteen years has assisted

with achieving the three main objectives of EPWP:

©  Ability to earn an income: Government housing programmes have enhanced the ability of
workers to earn-an income through the labour market or through opening up opportunities for
entrepreneurial home-based activities.

¢ Work experience: Those employed directly and indirectly with housing delivery projects
obtain valuable work experience, which enables them to search for similar work elsewhere in
the economy. '

¢ Training and skills development: Those employed through housing delivery have mostly
obtained on-the-job training and in some cases skills development programmes are being
implemented.
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3.2.4 SMME and B-BBEE involvement
Expenditure on housing delivery contributes to employment creation, the effects of which translate
directly to SMMEs and/or emerging contractors, B-BBEE companies, and special groups.

The degree of SMME and B-BBEE support has differed over the past sixteen years. Enforcement of
SMMEs and B-BBEE companies is reported at provincial department level to have been put into
effect in various years and even various regions within a province have reported implementation to
have taken place in different years. Utilisation of SMMEs and B-BBEE was reportedly enforced
between 1999 and 2006.

According to the provincial departments, prior to SMMEs being enforced, between 5% and 10% of
provincial projects were allocated.to 'SMMEs. Post-enforcement of SMMEs, provincial departments
reveal that between 20%sand 90% of projects are allocated to SMMEs, with the lowest percentage
being noted in lower jpopulated provinces, based on limited“availability of locally experienced
SMMEs. This signals a significant contribution to local-level economic transformation. According to
the provincial departments, before'B-BBEE was enforeed, 10% of provincial projects were allocated
to B-BBEE companies. Post-B-BBEE. enforeement, :a range:of 70%.to 80%of projects are allocated
to B-BBEE companies. SMME and B-BBEE..empowerment companies ‘are therefore gaining
substantially from, the impacts of government housing programmes, which assist with wealth

distribution and empowerment of those for whom it is intended.

Scope for greater empowerment. ofs\SMME “and..B-BBEE companies however exists. In order to
maximise the number of job opportunities that any project should create,"the Social Responsibility
Programme criteria of EPWP reveals that 50% of SMMEs used must represent enterprises with at
least 70% of equity owned by HDIs. Through applying EPWP ‘or similar procurement criteria in
housing delivery, greater stimulation of the emergence of black-owned construction companies in a
sector that is still largely whité owned can be put into practice. This should enable making a more

meaningful contribution to transformation of the South African economy.

Furthermore, the projects reveal these average percentages of employment of special groups, in
recent projects, as noted from municipal and contractors’ responses:

¢  Women: 18%%

¢ Youth: 28%%

¢  Disabled: 1%

z Kayamandi Contractors and Municipal project specific survey, 2010; n=15
2 Kayamandi Contractors and Municipal project specific survey, 2010; n=16
2 Kayamandi Contractors and Municipal project specific survey, 2010; n=14
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For comparison, in the presidential study Thubelisha Homes revealed that 24% of their workers are
women, and 5% of their houses are built by female contractors.

Government housing thus targets special groups, but in comparison with EPWP criteria, scope for
greater use of special groups exists. EPWP criteria requires that 40% of temporary job days must be
reserved for women, 30% for youth (ages 16 to 35 years) and 3% for persons with disabilities.

In short, high unemployment rates are prevalent in the country. The direct and indirect employment
opportunities created from delivery of government housing programmes and those that arise from
new business sales bring much-needed relief to the high unerhployment figures in the country.
Housing delivery, however, is not expected to solve unemployment in the country, although it will go
some way towards easing the unemployment situation. Furthermore, reduction in unemployment
rates has a direct impact on social challenges such as poverty alleviation. Scope for maximising job
creation and greater labour intensiveness exists.

With the development of BNG, the Départment aims fto stimulate the sustainable and efficient
functioning of the "housing market/at the lower end, so that the dual eConomy that pervades the

housing sector is overcome and it bécomes part of the broader housing market that is accessible to
all South Africans:

The Department’srapproach interms of stimulatingsthe housing market inVolves enhancing access
to title, removing barriers to housing trade, improving market informationy=enhancing access to
housing finance, and supporting efficiency of the-entire’housing delivery chain and its components.

This sub-section reports on the achievement of the Department’s intended outcome of breaking the
barriers between the formal economy residential boom and the séeond economy slump and refers
to:

¢ Land ownership and use of house.as an asset
¢ Infrastructure, services and amenities imprévement
¢ Functioning of the residential property market

3.3.1 Land ownership and use of house as an asset

Components such as access to title, use of living quarters for income generation, and expansions,
additions and renovations of government housing assist in determining the economic impact that
delivery and expenditure of government housing has had on land ownership and the use of housing
as an asset for wealth creation.
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Access to title
The historical context of housing in South Africa was characterised by housing policies that were
racially imbalanced. The majority of citizens were not adequately housed, and lacked security of
tenure, and the country lacked a well-functioning housing market. Only since the 1980s have black
South Africans been allowed to own land in urban areas of South Africa. According to the
Department of Public Works, Property Sector Transformation Charter (2006, 2):
Despite significant progress since the establishment of a democratic government in 1994,
South African society, including the property sector, remains characterised by racially based
income and social services inequalities. This is not only unjust but inhibits South Africa’s
ability to achieve its full economic potential. Property ownership and the complex system that
has evolved around it is the foundation of wealth creation in the world today.

Many South Africans still do not have.security of tenure, and hence no physical capital to use as a
resource, or a sense of ssecurity=Security of tenure is one/ofsthe most important components of
adequate housing. Housing delivery has assisted with improvingsfland ownership and security of

tenure, although advances still need to be made.

Over the last decade, shifts in land ownership patterns and.the structure of the apartheid city have
been observed."According to Urban LandMark (2007c), the:-number of households owning their own
property increased significantly from 3,9 million households in 1995 to 5,62:households in 2002. The
latest community survey resultsishow'that in,2007 a total of 7.7 million households owned their own
properties. This*increased ownership tendency, as pointed out by Urban LandMark (2007c), is
largely because of the roll-out of the'National"HousingsSubsidy programme.

However, the pace of delivery since 1994 has not been sufficient. According to Urban LandMark
(2007c), between 1995 and 2002, households resident in informal settlements increased by 123%,

largely because the pace of‘urbanisation outstripped formal housing delivery.

With more than 2.37 million units delivered (and households supported) since 1994 on which many
rely as their only investment, housing delivery over the last sixteen years has created the

opportunity to generate more than 2.37 million household assets.

However, slightly less than half of government beneficiaries surveyed still have no proof of
ownership. Table 3.9 provides an indication of change in access to title.

Proof of title is critical to beneficiaries. Some beneficiaries reportedly broke down their government
house, because they only wanted the site, services and access to title so that they could build the

house that they wanted.
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Table 3.9: Access to title

Component Response Previous n Current n
dwelling dwelling

Tenure status of household | Owned and fully paid off 27% 51%
Owned but not yet fully paid off 2% 10%
Rented 21% | 699 10% | 794
Occupied rent-free 49% | 30%
Total 100% 100%

If owned, even if not fully Purchased 21% 4%

paid off, how did you obtain | |nherited 10% 3%

the property Given free of charge 45% 3% | ,
Government assistance 20% 428 90% 29
Lived with family/friends previously - 4% 0%
Total 100% 100%

Proof of ownership None 80% 44%
Title Deed 15% 44%
Letter-of agreement _ 3% | 515 6% | 710
Certificate of title 2% 5%
Total 100% 100%

Source: Kayamandi beneficiary survey, 2010

There are numerous reasons for'the large amount offgovernment housing beneficiaries not yet
‘receiving title, suchwas delays in'processing titles, restriction of sale, death of beneficiary, and
informal sale ofsproperties. Apparently, the title_deedssare still often registered in the name of the
municipality or the provincial government. The non-transfer of homes and.land to beneficiaries has
an extremely negative economic/impact©hithe community.

Nonetheless, for beneficiaries, beceming a land and/or house owner for the first time is relevant in
terms of contributing to urban economies by securing a potentially .tradeable asset. Those
beneficiaries that havé obtained access to title have gained physical capital, obtained a sense of

security, accessed improved social and informal networks for employment, and can use the house
as a resource.

Expansions, additions, and renovations of government housing

According to Rust (2004), valuing the stock of housing delivered through government housing
programmes is difficult. Some stock is relatively well located in terms of access to economic
opportunities, while some is poorly located. Nonetheless, Rust reveals that where subsidy houses
have been well-located, even if of poor quality, if families incrementally upgrade the perceived value
is probably high, vice versa.

The use of housing as an asset with perceived beneficiary value can also be viewed in terms of the
amount of additional household structures, improvements and extensions undertaken by
beneficiaries. See table 3.10 below.
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Table 3.10: Average additional household structures/ improvements/ extensions

Structures/improvements/extensions

Previous dwelling

Current dwelling

Permanent formal second dwelling (non-moveable)

11%

25%

Temporary informal second dwelling (moveable eg shack)

19%

36%

Storage containers/shed

1%

2%

Vegetable garden

5%

7%

n

798

798

Source: Kayaméndi beneficiary survey, 2010

On average, every fourth household adds on, improves or renovates an additional permanent formal
second dwelling, and approximately every third household an additional temporary informal second

dwelling.

On average, a once-off additional*contribution for expansions. and additions per unit amounts to
R 1 076 per household. During construction, PHP projects‘are neted for contributing more, since the
owners are directly involved with the construction process, and*are able to make additions during
construction. Social housing beneficiaries contribute less as theyare: not the owners. Ongoing
operational maintenance and renovations amount te.an average of R180 per household per annum.
Although these investments per houisehold may seem small, they promoté'local-level construction in
areas such as tiling, roofs, plumbing, as noted from the renovations and-extensions listed below,

thereby stimulating local economies and the informal construction sector:

Tiling floors

Fixing roof; windows, doorframes

Minor repairs

Fixed leaking pipes, toilets and plumbing
Burglar proofing,or installing a gate
Adding a geyser

Building a shower/bathtub/sink

Fencing the property

Adding ceilings

Inserting air bricks to improve ventilation
Adding kitchen/bedroom cupboards

Adding on a garage

Inserting room dividers

Paving outside the house

Enlarging the kitchen

Extended electric wiring throughout the house

* & & & & & 4 S 0 0 "0 0

Plastering and repainting and improving the appearance

Installing water supply and/or electricity box into the dwelling unit

Extending with a room/s and/or a front veranda/patio
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These renovations/expansions are mostly self-funded. See table 3.11.

Table 3.11: Financing for renovations/extensions

_Financing

, Percentage |
Self-funded 93%
Family/friends ' 4%
Financial institutions v 3%
Total ' 100%
n 327

Source: Kayamandi beneficiary survey, 2010

Use of living quarters for income generation
Government housing also affords«beneficiaries the opportunity to generate income from their
h_duses, the extent of which enables valuing the asset worth génerated.

The use of living quarters:for home-based income-earning activities was observed frequently in the
-housing projects, even though it is discouraged by. public officials. Some have small businesses
such as selling neeessity items on'oceasion (using the front of the house for this activity). Some
beneficiaries live in"one room and hire out the rest of the house for a complete business activity.
Others have completely altered their subsidy house into fully functioning businesses and no longer
utilise the house'3$ a residence. Some even build‘an extra structure/container, next to the road or
their house from which they operate their business: :

T.ypeys’of home-based industries obsérved from-field visits to housing projects include:
Spaza shops

Hairdressers

Shebeens

Shoe repairs

Small retailers

Telkom phones and cellular airtime

Houses converted to creches or day-care
Mechanic shop and panel beaters for car repairs

* & & & & 5 b &

Medical practitioners

These home-based industries are owned mostly by the head of the household and the youth are
rarely involved in home-based earning activities.

Examples of houses or part of houses used for or converted to businesses/activities are shown in
the photographs 3.2 below.
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Photographs 3 2 Use of living quarters for home-based mcome earnlng

-

|nd|v1dual subsudy |n G.P <. Subsidy converted to a Shebeen

HW"‘

M3imgoni PHP in W- e L Mbekweni PHP in W.C

|
l
Tuckshop in Etwatwa ext 33 - House in Inexweni Individual ‘
|
|

L | House converted to paza in , ' Busmess container next to house in
et Ncedolwethu PHP in W.€ - Ncedolwethu PHP in W.C
= T TR T T — ] e e : —
— T . ' : _ :
‘(\( House converted to créche in ‘l || Motor car spares opposite Nobuhle |
; Slangpark in W.C L hostels in housmg subsidy in W.C 8
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e

House converted to tavern opposite
Nobuhle hostels

Hairsalon in contamer next to subSIdy
house opposite Nobuhle hostels in W C

Car repair shop run from subsudy house
in Rocklands project linked.in the E.C

Retail from Mothotlung
prOJect linked in N.W.

-

ol B & el

House used as busmess in Rustenburg
in the N.W

Hair salon in PHP project in
Leandra in M P

Spaza shop run in front yard in Kanana

project linked in the G.P

e -

Informal busmess |n front of house in
Jouberton in the N.W
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From research conducted by the SHF (2009) it is apparent that the differences in economic
development effects between social housing and other housing are primarily a function of
household income, rather than housing form and location. The SHF (2009) also indicates that social
housing at scale and accompanied by a range of other urban interventions can support increased
local economic activity, although evidence currently supports the view that social rental housing is
likely to be detrimental to economic opportunities for poor households and could well undermine
economic development initiatives. This is because in social housing projects,‘ home-based income-
earning activities are not allowed in lease agreements, although some residents work as consultants
from home for companies such as Avon (beauty industry) or Tupperware; and sell products from
their rental units.

According to Shisaka, in association with CSIR Built Environment (2006), one of the key economic
inhibitors for home-based entreprenetrs is lack of appropriately tailored financial products. Should
there be demand for the type' of activity envisaged, increased access to capital could enable greater

utilisation of government.housing for home-based income-earning activities.

Some families in informal areas already have secure livelihoods because they have space to run
home-based enterprises. Some perceive this to change when beneficiaries move into formal
housing developments. However,{ post-housing .assistancej“use of dwellings for home-based
income-earningragctivities has increased substantially(see table 3.12).

Table 3.12: Use of dwellings.for home-based.income-earning activities

Response Previous dwelling Current dwelling
Dwelling used for home-based income ‘ 7% 17%
Dwelling not used for home-based income 93% 83%
Total 100% 100%
n ' 737, 755

Source: Kayamandi Beneﬁciary survey, 2010

Furthermore, more than 60% of the beneficiaries desire:to have a home-based business in the
future. Increased optimism in and motivation 6f‘the unemployed to seek employment or engage in
income-earning activity through seeing good examples of other people is thus notedThere is also
the possibility of increased sharing of information about employment opportunities, which can lead to
higher employment rates (SHF, 2009).

Income from government housing is also generated through rentals. The scale of renting out living
quarters, part of the house or an outbuilding, or sub-letting a room in the house has increased
significantly post-housing assistance. See table 3.13. No difference in the degree of renting out units
is noted between the RDP and BNG regimes.
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Table 3.13: Renting out of living quarters or part of it

Response Previous dwelling Current dwelling
Living quarters or part rented out 3% 13%
Living quarters or part not rented out 97% . 87%
Total 100% 100%
n 686 775

Source: Kayamandi Beneficiary survey, 2010

Beneficiaries revealed these responses to renting out living quarters:

¢ The main form of business income in housing projects is renting out a shack in the backyard or
the entire government house.

¢ Besides renting out living quarters, some beneficiaries connect electricity illegally to adjacent
informal housing areas and obtain,income in return.

Local municipalities are aware of house rentals in approximately' 70%% of housing project areas,
with little difference noted per type. Their reported percentage of houses per project with complete
or part house rentals is 14%,%" with little difference per type. Since BNG regime projects are still
relatively new there issmunicipal knowledge of house rentals in only approximately half of the BNG
regime projects.sApproximately 36%> of the"beneficiaries are aware of households that are renting
out their complete*house or part of it.

A myriad institutional and othefinterventions are important factors in_economic development
interventions in ‘poor depressedyareas. Economic development interventions” in housing subsidy
projects require significant additional'public investment; and cannot be generated by housing alone.
Government housing, however, can sefve as a catalyst to economic development. Evidence from
the surveys shows that housing plays a key role in providing income opportunities and supporting
informal economic activities inspeor communities. Government housing affords an opportunity to
accommodate a variety of home=based businesses and.to create rental accommodation, which is

important, given the unemployment and poverty of many beneficiaries.

3.3.2 Infrastructure, services and amenities improvement

The degree of infrastructure, services and amenities improvement with regards to components such
as types of basic services, additional infrastructure upgrades, and additional investments and social
amenities provision in and surrounding the areas of government housing delivery enables some of

the positive economic impacts of government housing delivery on the residential property market to
be identified.

® Source: Kayamandi municipal project specific survey; n=34
%' Source: Kayamandi municipal project specific survey; n=27
Source: Kayamandi beneficiary survey; n=741
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The beneficiary survey results revealed these changes in access to basic services (table 3.14).
Access to basic services post-housing assistance has improved drastically. Hardly any differences

in change in access to basic services between the RDP and the BNG regime projects are noted.

Table 3.14: Access to basic services

Access to basic services Pre assistance n Post assistance n
Access to No access 16% 1%
piped water Inside dwelling 16% 48%

Inside yard 38% | 786 43% | 792

Communal tap 30% 7%

Total 100% 100%
Access to No access 46% 8% | 791
electricity Inside dwelling with meter 15% 16%

Inside dwelling prepaid 36% | 783 76%

On stand not dwelling 2% 1%

Total 100% 100%
Access to None 10% 1% | 776
toilet facilities [ pjt 1atring 54% 10%

Flush toilet 36% e 89%

Total 100% 100%

Source: Kayamandi beneficiary survey, 2010

As well as servieces.and bulk infrastructure upgrades.in prioritised geographical areas, approximately
20%> of projects“obtained additional investments from other departments. See photographs 3.3

below. Types of investment:
¢  Bakeries

Churches

Clinics

Créches and schools
Establishment grant/loans
Food gardens

MPCC
Solar panels -

* & & 5 4+ o o

Hawker containers and/oFmarket places

Sources of investments, other than municipal, include:

Private and international donors
Department of Labour
MIG funding

Department of Education

* & &6 4 o 0

Department of Health

National Housing Finance Corporation

% Source: Kayamandi Municipal and Provincial project specific survey, 2010; n=81
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Photographs 3.3 Attraction of additional investments

ity garden in Mbekweni [T~
PHP inW.C

Containers for business
undertakings in Fairlyand

4 —~- 5

Community garden in Slangpark
PHP in W.C

-

Kiosks and small businesses in
Wells Estate in E.C

Many of the housing projects have attracted additional shops or businesses in or next to them, the
majority being informal and focused on spaza shops, taverns, hair salons, food markets, motor
repairs, community gardens, bakeries, and even small retail complexes selling basic essentials.
There are some exceptions where the attraction of more formal investments has been noted.
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The increased expenditure within housing delivery areas in terms of improved services, improved
bulk infrastructure and increased socio-economic investments, even if minimal, should have a
positive impact on the residential market, especially in areas where limited or no investments and
expenditure have taken place for some time. As with any development, these improvements are
expected to result in an increase in the value of properties compared with before the intervention.

Stated differently, improvements in the use of land, as one of the effects of housing delivery, no
matter where it is located, have a direct bearing on economic growth. Urban LandMark & UN Habitat
(2008) reveals that in various development countries improvements in the accessibility and effective
use of land, whether urban, peri-urban or rural, have a direct impact on economic growth in those
countries.

3.3.3 Functioning of the residential property market
The degree to which governmentshousing expenditure and delivery break barriers in the residential
property market can be measured in terms of components“such,as use of living quarters as

collateral for loans, trade‘in residential properties, and change in market'prices.

Use of house as:collateral for obtaining financial loans
One of the aims of housing delivery is to facilitate “and ensure the availability and accessibility of

affordable housing finance products / instruments and savings schemes for low- to medium-income

households.

Even though large improvements in tenure“havegbéen obtained, only 3% of the beneficiaries
obtained privately financed housing bonds. Furthermore, only 4%>° of beneficiaries used their house
as collateral for loans or to access credit/financial services. Nonetheless, the number of
beneficiaries who have formalised their financial affairs since moving into government homes has
increased: approximately 47%% of beneficiatiés' had a bank account in their previous dwelling,

whereas approximately 62%® of all'beneéficiaries have bank accounts in their current dwellings.

In an attempt to determine whether banks are providing loans, beneficiaries were followed up to
determine whether they are not obtaining bank loans because they are not applying for them or
because the banks are not lending. Approximately 8% of the beneficiaries applied for bank loans

using their house as collateral, all of whom were granted loans.

3 Source: Kayamandi beneficiary survey; n=788

% Source: Kayamandi beneficiary survey; n=753
% Source: Kayamandi beneficiary survey; n=761
%7 Source: Kayamandi beneficiary survey; n=784
% Source: Kayamanid telephonic beneficiary follow-up and confirmation survey; n=57
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In an attempt to obtain more information from the banks, banks throughout the country were

contacted. Their responses are as follows:*

¢ Only a limited number of government housing beneficiaries come to obtain personal loans,
mostly to undertake renovations to their existing homes.

¢ The banks do not receive many requests for loans in which the house is used as capital, or
loan applications to purchase or contribute to a house.

¢ One of the banks near Orange farm in Gauteng reported that it obtained about ten applications
a month from beneficiaries who wish to procure affordable housing loans. Beneficiaries,
however, prefer to obtain personal loans to expand their existing homes or to build their own
homes. Approximately six to eight of the ten loan applications are granted monthly.

¢ Another bank near Olievenhoutbosch revealed that it does not receive a lot of loan
applications in which the house”is used as collateral, but about 15 beneficiaries per month
come in to obtain personal.loans to renovate existing-homes.

The surveys nonetheless: revealed that there is not much of a relationship between government
housing and end-user finance. Many of the beneficiariés reported that the house was ‘free’ and
required no additional payment.

According to Napier (in Urban LandMark, 2007), possibly because of production of essentially free
houses (a small'entry payment required-oniy.in the last few years), little housing production is taking
place between the low-cost state-subsidised houses (a product cost of areund R35 000) and the
lower end where banks were more willing to mortgage a house arotind R160 000 (Banking
Association of South Africa in Urban Land Mark, 2007). More recent commitments by major South
African banks to lend“downmarket (to households ‘with monthly incomes between R2 500 and
R7 500) have confirmed the lacksef production in this band.

Smit comments that the encouragement'by banks to lend.downmarket and to compel developers to
produce mixed income developments are however recent efforts by government, to correct the

~ market distortions that have arisen as a result of Iargé— amounts of subsidised low income housing
production (as in Urban LandMark, 2007).

Residential property market and trade in properties

The establishment of an effective secondary residential property market in low-income areas is
viewed by many as enabling delivery of government housing to more deeply stimulate local
economic development, job creation, and broad-based economic empowerment.

* Source: Kayamandi banksurvey; n=35 banks distributed throughout the country
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For instance, in the ‘Workings of Township Residential Property Markets’ study, Rust (2004) shows
that success of the housing programme is dependent on trade and ineffectiveness in the secondary
residential property market in townships undermines economic benefits.

Besides social housing projects, local municipalities are aware of house sales in approximately
42%" of the housing project areas, with little difference noted per type and year. The percentage of
houses per project that changed ownership is 6%*".

More than a quarter (26%)* of beneficiaries are aware of households that have sold their houses.
No difference is noted between RDP and BNG regimes with regards to house sales/rentals.

However, the survey results reveal that the majority of beneficiaries are not planning to move/sell.
Approximately 10% of beneficiaries aré planning to sellior.move or considering selling and moving.

See table 3.15.

Table 3.15 Beneficiaries’ future plans to move/sell

Response Percentage
Yes, planning to move/sell in the future 7%
No, not planning te'move/sell in the future 90%
Maybe planning to'move/sell in the future 3%
Total 100%

Source: Kayamandi beneficiary survey, 2010; n=764

More than a third of social housing beneficiaries are planning to move/selliin the future, which is

related to social housing beneficiariesibeing more-‘feotloose’.

Those that are planning to sell or considering selling or moving mostly want to move to the suburbs,
the CBD, or a better area. Other places to which beneficiaries wish to move include:
¢  Any place with greater/potential forijob oppertunities

Closer to or within walking distance of work

Another area or township with better-quality houses

A more affordable place with lower rentals (applicable to social housing)
A safer place

Anywhere with a bigger house

* & & & o

Moving back to family and/or home village

The survey results thus reveal that land markets created by government housing programmes do
operate in housing settlements, albeit to a low degree. Urban LandMark (2007) confirms that

“° Source: Kayamandi municipal project specific survey; n=31
“! Source: Kayamandi municipal project specific survey; n=28
“2 Source: Kayamandi beneficiary survey; n=752
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household mobility within urban areas has remained low and a market in most low cost housing in
areas is only beginning to develop.

Rust (2008) states that the eight-year resale restriction means that households are not able to sell
their subsidised house if the need to move arises. This could probably result in households deciding
not to move in order to keep a hold on their house. This may perhaps undermine their search for
employment. Rust (2008), however, comments that households will probably sell their houses
informally. Legal formal transactions have been possible only for the last eight years.

However, the beneficiary survey results show that only 5%* of beneficiaries are aware of the
restricted sale timeframe.

The degree to which the sale restriction,probably undermines employment search is shown in table
3.16.

Table 3.16 Degree to which sale restriction undermines employment search

Degree of undermining employment search Percentage |
‘Restricts search completely 8%
Some restriction on.séarch 25%
No restriction 67%
Total 100%

Source: Kayamandi beneficiary survey, 2010; n=712

One of the unintended consequences of housing delivery is that owing to the sale restriction, greater
trade in informal housing units is believed to occur, which is related to lower prices (formal versus
informal sale), loss of property ownership records|in subsidy housing ‘areas, and minimisation of
access to finance withhousing as collateral owing to lack of formal title deeds.

As stated above, households have been restricted in selling the house before eight years (and more

recently five years). The survey results also_show that less than half of government housing

beneficiaries received access to title. According'to Shisaka (in Urban LandMark and UN Habitat,

2608) other transactional problems relate to the following: —

¢ Transfer of a property cannot occur legally unless the property is valued and a clearance
certificate for payment of all rates and service charges is provided.

¢ Limited service providers (estate agents, property valuers, etc) operate in former black
townships. Most households buy or sell property by word of mouth.

The result has been greater transactions in the informal market, as opposed to the formal housing
market, which affects the value of the financial asset. The formal market is characterised by active

“ Source: Kayamandi beneficiary survey; n=744
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buyers and sellers, willingness of banks to use housing as collateral for loans, and the establishment

of increased values for houses.

In short, the secondary residential property market in low-income areas is starting to develop, but is
far from effective. However, given the restriction of sale, and the relatively short timeframe within
which beneficiaries have been living in government housing (at most 15 years for the few
beneficiaries that obtained the first batch of government houses), the length of time that many had
waited for a government house, the costs involved with relocating, the high costs of living in a
another area, and attachments, it is considered unlikely that a fully functioning vibrant secondary
market should exist or be expected.

Change in property market values

Approximately 38%* of the projects were reported by theilocal.municipalities as having impacted on
the low-income residential market; whereas approximately 15%*> were reported as influencing the
formal property marketsMunicipal interviews generally show that.the low-income informal housing
market is affected sincerit fulfils a need and demand and provides' beneficiaries with better living
conditions. The property market has supplied additionallfaccommodation to those in the low-income
bracket in the market, but this has,not led to a non-functioning of the market.

There are majordifferences in municipal opinions as' to whether property prices are impacted at all,
and whether the property market is impacted positively or negatively. Many.municipalities show that
the property market is not influenced by government.housing as housing projects are located mostly
on the outskirts of towns, far from,middle- to higher-income residents, and,if.traded, are seldom sold
through formal channels. Other municipalities-claim that housing projects. have more of a positive
influence on the property market and that all property.values escalate overtime. Some reveals that it
is only rumours that property markets have dropped'in areas of low-cost housing. Some can prove
that housing assistance has regenerated areas, while others can prove from valuation rolls that
property prices have been positively ornegatively impacted.

Asset gain is key to enabling poverty:reduction, while asset loss plunges people further into poverty.
Where a house becomes a tradeable asset, it is an asset that can be lost. When that asset is lost,
then utility value is lost. This is especially true iThousing is traded far below market value, which will
not enable upward mobility on the housing ladder. Thus, while increased trading is considered to be
associated with facilitating decreased poverty, it needs to be carried out in terms that do not put
greater numbers of people at risk of greater vulnerability.

The preferences and choices of low-income residents are not the same as those of the middle- to
high-income groups. Low-income groups probably see a home more as a social asset for which they
have waited some time, and are reluctant to view the house as an asset with appreciating value that
can be sold for gain. The value of Government housing units are thus often based on those

“4 Source: Kayamandi municipal project specific survey; n=34
5 Source: Kayamandi municipal project specific survey; n=32

Kayamandi Development Services Page 70




Economic Impact of Government Housing Programmes — Draft report February 2011

demanded by beneficiaries for their own reasons at the time of sale. Owners are thus not always
able to raise much capital with their asset, or realise its growth in value.

However, it is assumed that beneficiaries are beginning to undertake some form of current valuation
of their home in an informal manner, based on aspects such as the savings and resources invested;
the spaza shop run from their home; the people living next door; the economies around them:;
existing or potential income generation ability from their home; and the distance from social
amenities (parks, clinics, etc). All of these give the property an economic value. If there are
economic opportunities nearby and people can realise a cash flow or increased livelihood from
better housing, people will trade. However, in some cases, beneficiaries trade as a last-resort |
survival attempt. But if they do not see that opportunity or do not have to trade, they probably will not |
move. The costs of moving and searching for_accommodation elsewhere are considerable, ‘
especially if nothing much is gained.

While supply and demand, in- informal markets are mediated.more by social relationships than
financial logic, research shows (Kironde, Syagga et al in Urban LandMark & UN Habitat, 2008) that
peri-urban land practices are increasingly becoming,commodified, and transactions, as in the formal
sector, are becoming,more and more driven by financial legic. Informal sale of peri-urban land is fast
becoming a vibrant trade and sellers are able to fetch.market-related prices. But, without a formal
system for registeéring land owners, transactions are'vulnerable to illegal sales (such as selling the
same house to'more than one person)which discourages further sales. The informal sector is
developing means (adopted from formal processes), even if not legally récognised, of addressing
this fraud, such as issuing agfeements witnessed_by recognised community leaders (Urban
LandMark & UN Habitat, 2008).

Harris (in Rust, 2008) states that residential sector efficiencies have a deep impact on economic
growth and, besides providingyhousing, play a_‘market enabling’ role by improving scholastic
attainment, reducing crime and socialsproblems, etc. That.is, in addition to shelter, housing can
contribute towards creating an improved living environment, which in turn can have an indirect and
positive influence on the ability of households to secure employment, and on the performance of

labour markets. It can also improve welfare, impact on wage rates and migration trends, etc.

However, unintended market distortions created by government housing delivery in the secondary
housing market are:
¢ Problems with ascertaining market value where there is thin trading
¢ The individual subsidy for the purchase of existing homes contributing to the thin secondary
market
Resale restriction for subsidised housing

Lack of vacant, serviced land on which low- and middle-income households can develop their
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own houses

¢ No means of expression of demand for location within the formal market for the poor market.
This is noted in the growth of informal settlements, which is why to a degree subsidy supply-
driven state intervention seeks to focus on informal settlement upgrading

e Limited production of low- to medium-income housing, commonly known, as the unintended
creation of the housing ‘gap’ (Urban LandMark, 2007; Rust, 2004).

According to Urban LandMark (2007), one of the outcomes of property market distortion is that
upper-market house prices have seen unprecedented growth (before the global economic
downturn), unlike low-income house prices. Consider the following:

¢  Government housing:

+ Government housing.has-an‘'average production price of R35 000.

+ There is limitedsresearch” on the tradable value of ;subsidized housing, although it is
understood thatithere has been substantial depreciationsin*formal sales (Rust, in Urban
LandMark, 2008).

+ The resale"value of an subsidy house is as low.as R5 000 (Department of Housing in Urban
LandMark, 2008).

¢ ‘Affordable housing

+ ‘Affordable’ housing — which commercial/banks are more likely®td mortgage — has an
average price of R150,000-and properties between 40 m2 and 79 m2.

+ Affordable houses appreciated by only 70%" between 2002 and.2006 (Rust in Urban
LandMark, 2008).

¢  ‘Middle-class’ housing:

+ Middle-class small houses are valued at around R600 000.

"9 ‘Small’ houses in the/Middle-class market appreciated by 120% between 2002 and 2006
(Rust in Urban LandMark, 2007).
. Top—ehd market prices:

+ At the top end of the market, house prices doubled or trebled between 1999 and 2005 !

(Brown-Luthango in Urban LandMark, 2007).

The increase in property prices, prior to the downturn in global markets, has not been distributed
across all properties. Property price growth trends since 1994 reveal that property prices at the
upper end have more than doubled, while growth in the ‘affordable’ market has been more gradual,
with more significant increases since 2005. There is a widening gap between affordable housing and
the 80 m? to 400 m? housing market, making it increasingly more difficult to move from one segment
to the next (Urban LandMark (2007c).

The land market is not working well for poor households because they do not have access to a
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variety of options, such as prospects of upgrading to a more formal option if desired. There are
numerous options towards the informal end of the continuum. However, the only option towards the
formal end of the continuum is a government house, with little or no choice in terms of location, type
of accommodation, form of tenure, and affordability level (Urban LandMark, 2008b). Lack of choice
of location, affordability, size (indoor space per capita), etc, thus question the adequacy of
government housing programmes.

However, according to a study on ‘The Dynamics of the Formal Urban Land Market in South Africa’
by Urban LandMark (2008e), market data suggests that across the major cities (Johannesburg,
Durban, Bloemfontein, Cape Town and Nelspruit), house prices have not grown in a consistent
manner. Some have experienced growth below inflation or even negative growth, and there is a
significant overlap in the property prices'of suburbs and+townships across metropolitan areas. The
research shows that this means increased affordability of these'suburbs in real terms, and increased
formal market entry and mobility: for households in township“areas that were historically excluded.
This also means that for'those who can access a mortgage, the affordability of metropolitan housing
and the range of residential suburbs from which to choose have reeently improved. In other words,
evidence indicates that the price barriers which historically hindered mobility between townships and
residential suburbs are being eroded.

Nonetheless, unequal gains from either end of the property market, to date, have given rise to the

view that the two-economies (formal.market and informal market) operate alongside one another

(Urban LandMark, 2007). According to the Department'of Housing:
The reality of the second economy is that a subsidy house can be bought for a mere R5000
despite the fact that government/spends around R25,000 to build'it. It has no real financial
value. There is"an almost non-existent housing secondary market in most, if not all,
townships with owners failing to sell their properties even ifithey could afford to buy a better
house inthe suburbS. In a stagnant,. non-active housing market where investors make
losses, getting no return on.their investment, where red lining means access to credit is
virtually barred ... home ownership is a burden rather than representing wealth creation (in
Urban LandMark, 2007).

Owing to this recognition, one of the key objectives of BNG is to support the functioning of the entire
single residential property market to reduce duality within the sector by breaking the barriers
between the first economy residential property boom and the second economy slump. (Department
of Human Settlements, 2004)

Recent moves to produce mixed-income developments, in accordance with BNG policy, attempt to
address distortions such as mono-functioning areas, housing gaps, and housing developments that

are poorly located in relation to economic opportunities. Few developments have been undertaken
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with the mixed-income approach and it is rather early to evaluate those that have or to understand

the transactions and impact on the property market.

Nonetheless, the market currently still excludes large numbers of people from participating in and
benefiting from its operation. Their inclusion in the long run will depend largely on the tempo and
pattern of national economic growth, and resultant employment levels and per capita incomes of a
large proportion of the population who are currently unemployed or contribute marginally to the

formal economy (Urban Land Mark, 2008e).

In addition to the focus on shelter provision which dominated the approach over the first decade, the
housing subsidy intervention has created assets for.the poor which are being traded (more so in the
informal market) and even if limited secondary market tradesoccurs, it can be collateralised.

Though there are still many Eonstraints that need to be addressed in the property market, housing
delivery has created an"enabling environment for asset creation, which some poor families value
highly, as evidenced by housing renovations, expansions, additions,savings and other resources

invested in it.

The Department_of Human Settlements_intends to ensure that housingrinvestment optimally

achieves spatial restructuring’and improves the national space economys. IThe policy intention of
BNG is to emphasise homes overshouses, quality over quantity, and communities over residential

developments, with a shift from ‘housing units’ to ‘sustainable human settiements’.

This sub-section reports on the achievement of the Department’s intended outcome of utilising
housing as an instrument forsustainable human settlement development in support of spatial
restructuring and refers to:

®  Housing identification process and:criteria for.assessing projects

¢  Generating income _
¢  Surrounding community and environment

¢  Location and access to opportunities

3.4.1 Housing identification process and criteria for assessing projects

The way in which projects are identified and assessed provides an indication of the potential for the

creation of sustainable human settlements.
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Housing identification process

Provincial and municipal interviews reveal that sustainability is subjective. For some, amenities
within a 5 km radius are generally accepted as or perceived to be sustainable, for others the
objective is always to be sustainable (even if not always achieved), while for others sustainability
can only be determined in the more distant future as it mostly comes with time.

According to interviews with each of the nine provincial departments, the housing identification
process has changed substantially over the last sixteen years with alterations in the date of
implementation of approach differing slightly per province.

The common approach noted from 1994 to 1999 was that of developer-driven projects. Developers
approached the provincial housing boards; independently or on behalf of municipalities, and
requested a subsidy on vacantilandifor people working in_a certain area or for a certain company.
These were seldom planned with provincial and/or municipal inputs,sand applications were handled
on a first come, first served basis. This meant that housing projects/were often built in unsuitable
areas. Government provided the subsidy and the develgper did the rest. Beneficiaries even signed
agreements with the, developers. In"some cases provincial MECs identified contractors, and the
contractors were,then required te pinpoint possiblesbeneficiaries and™projects. In 1998 the
dissolution of the“housing boards placed all responsibilites on the provincial MECs. To date,
provincial MECs:approve projects:

From 1999 to 2004/6, with the new'municipal dispensation fully implemented, municipalities became
more involved and started to do their own settlement planning, but'the process was still not
sufficiently structured. The integrated development plan (IDP) process became compulsory and the
municipal housing chapter (if undertaken) was intended to guide settlement planning. Housing was
still awarded on a first comey first 'served basis. Thesnéw municipal procurement system, however,
was implemented in 2002, which assisted with-identifying private developers through the tendering
system. In this timeframe a shift from developer-driven to departmental-driven approaches (in line
with IDPs) was noted.

From 2004/6 to date the housing identification process has improved significantly with human
settlement planning becoming more common after the BNG policy was accepted and implemented
nationally (mostly from 2006 onwards) and with improvements in municipality capacity from
accreditation. In line with BNG policy, provincial departments were forced to do forward planning,
such as identifying spatial information, including geo-technical information, addressing backlogs,
services and land availability. Currently provinces allocate funds for housing projects, and the IDP
and human settlement plans form important tools to motivate decision making for the selection of
housing projects. Provincial departments do not identify projects, but in some cases projects are run
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by provincial departments, such as presidential projects, for instance the N2 Gateway Housing
Project in the Western Cape. In short, projects are identified at municipal level in line with IDPs and

human settlement plans.

Human settlement plans are intended to identify community needs (backlogs, beneficiaries needs,
locations, infrastructure readiness, waiting lists, etc) and a prioritisation process occurs, based on a
list of housing needs per municipality. Once projects that ought to receive a subsidy have been
identified, the MEC of the provincial department advertises the housing development in a tender,
and requests contractors to submit their proposals or profiles. The provincial department then
evaluates the proposals, and makes recommendations to the MEC, who decides on the allocation of

projects.

The provincial departmentsithen deal with a three-year multiplan: In this plan a conditional grant is
used for building top structures. The municipality approaches the Department with housing needs
already identified. The chosen location should have full services‘on“approaching the Department.

The proposal submitted to the Department needs to be.aligned with the IDP of the municipality.

In short, from 2004/6 to date the identification-process has changed from being department driven

to being drivenby:needs.

According to provincial housing“officials, the housing identification process.described above is the
same per subsidy instrument, with the exceptien-of, social and individual housing projects. Social
housing projects are the responsibility of SHIs, and are thus initiated by social housing institutions.
Cosmo city in Gauteng is an example of a project in which a number of housing programmes exist in
one. In such cases, SHIs and provinces are involved in project identification. Individual housing
projects on the other hand have a predetermined cost, and tenders are not called for. A database of

contractors is kept, and the preferrédscontractor is ‘inyited to undertake development.

Interviews with provincial housing officials and contractors have indicated that greater consideration
for location, density and compaction of cities needs to be given during project identification, and
provinces generally are constrained by the IDP process. In many municipalities this is still flawed,
with housing principles and human settlement plans poorly integrated (if at all) into IDPs and spatial

development frameworks (SDFs).

Criteria for assessing project applications
Criteria for assessing project applications — such as the extent of addressing housing needs or

demand, requirements for good location, employment potential, and extent to which a project

promotes economic and physical integration into its area — play a vital role in determining the
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economic outcome of housing delivery programmes.

The majority of provincial housing officials indicated that criteria for assessing project applications
are adhered to and taken into consideration, however, hardly any have formalised criteria or a
‘scorecard’ with weightings attached to it. The only exception was the Western Cape Department,
which has developed and uses a Sustainability Criteria Tool for evaluating housing projects based
on provincial guidelines and integrated with settlement-specific requirements. Such a tool is valuable

in ensuring maximisation of economic, social and ecological impact.

Furthermore, North West revealed the use of a one-page monthly progress sheet, which is intended
to capture a variety of project-related information, including job creation and labour intensiveness. In
the main, however, much of the information is not captured. Other provinces undertake monthly
progress reviews, but other than‘North West, no detailed progress monitoring sheets have been
noted. If captured, this progress sheet could be used to impreve future monitoring of economic
impact.

For monitoring purpeses, it is relevant forinstance to notesthat social housing beneficiaries have to
deregister when*they move out of @ housing projéect; and their names must'be removed from the
database. If this_is not done, their names stay in the database, and they willinot be able to receive
housing assistance, because they:arereécorded as currently benefitting from'it. Beneficiaries often
move (disappear) if they owe ‘money (rent), and the SHI sometimes neglect$ to bring this to the
attention of the Department.

3.4.2 Generating income

The financial impact of housingidelivery over the last sixteen years with regards to components such
as the impact on the municipal tax base or income generation and costs of bulk infrastructure and
service delivery provides an indication of how delivery, of ‘government housing has assisted with
creating sustainability human settlements.

Impact on municipal tax base

In theory, municipalities’ income bases should expand owing to government housing provision and
the resultant increased tax payment from beneficiaries. However, for municipalities to obtain
increased tax from beneficiaries, beneficiaries should at least be billed for service provision. On
average, the treasury/finance divisions of sampled local municipalities showed that beneficiaries of
40%* of sampled housing projects are sent monthly accounts, and the beneficiaries of the
remaining 60% are not furnished with accounts. Based on these surveys, and taking into
consideration the average percentage of accounts submitted, the average value of services
accounts sent out to government housing beneficiaries for water, electricity, sewerage, refuse

46 Source: Kayamandi, Municipal project specific survey, 2010; n=82
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removal, rates, taxes and rentals (in the case of social housing) is R194*" per unit per month. This
figure is believed to be realistic and conservative in that beneficiaries state that the average value of
accounts received is R260"® per month per unit. Owing to monthly rentals being required,
households from social housing programmes are billed far more than households from other
subsidy types. Refuse removal has been indicated as not being charged for in some of the housing
projects because cooperatives collect the refuse free of charge to generate income from sale of
sorted refuse. This is a good example of a job creation initiative that can be stimulated alongside
housing development projects.

Since social housing subsidies are managed by institutions, and they reportedly utilise the ‘no-pay
no-stay’ policy, nearly all social subsidies accounts are paid in full. Based on the projects which are
submitted accounts, on average approximately 51%*° of the value of accounts sent out to household
beneficiaries is paid. No major differences are noted between the RDP regime and the BNG regime
in payment of accounts. Recovery.of accounts sent out in.rural*areas is far lower than that of urban
areas.

Taking into consideration the extent of submitting_accounts, the average value of these accounts,
and level of payment by beneficiaries of housing projects, the value of income generated by service
delivery amounts to/an average of R150 per unit. This figure is.‘validated’ by considering the income
of beneficiaries. Survey results and interviews with provincial and municipal. officials revealed that
the norm utilised«to determine affordability is baseéd on beneficiaries using 25% to 30% of their
household income on rates, taxes ‘and services. Taking these parameters into'consideration, as well
as average reported beneficiarysincomes,” percentage of accounts submitted, and percentage of
beneficiary payments, the average service delivery payments are estimated,to amount to R129 per
unit. The monthly amount of senvice delivery payments per unit is confirmed by beneficiaries, who
state that the averageimonthly payment of services is R125%" per unit.

Taking into account the payment of rates for social housing, the average payment of rates

(applicable to social housing)sand services for all government housing projects over the last 16

years is R169 per unit at 2010 values:

However‘,«there are unintended negative consequences of housing_delivery for the tax base of many

municipalities. These negative effects were noted from the surveys and interviews with regards to

the quantity of additional municipal income created from service delivery:

¢ For many municipalities, income is not being generated. Some report that this is because
beneficiaries have to open consumer accounts with the municipality to receive their bills. Since
they did not open such accounts, many beneficiaries are not billed and hence do not pay.

Housing subsidies create financial and service delivery burdens for many municipalities

47 Source: Kayamandi, Municipal project specific survey, 2010; n=82

48 Source: K: i ficiary telephonic foll p and fi ion survey, 2010; n=51
49 Source: Kayamandi Municipal project specific survey, 2010; n=28

50 See Section 4 of the report

51 Source: Ki i y ic foll p and confi ion survey, 2010; n=56
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because of uncertain payment of services, with resultant widespread unsustainability of
service delivery. Some municipalities reported that the costs of services delivery exceed the
benefits from housing delivery.

¢ Many municipalities state that their municipal areas are inundated with people from
neighbouring areas and areas further afield, owing to greater activity and potential for
economic opportunity in the area. These people require housing assistance, which simply
increases pressure on the municipalities to deliver. In other words, success in housing delivery

and services and economic growth in an area encourage greater in-migration, with the housing

backlog becoming a ‘travelling’ target.
¢ Many beneficiari.es do not pay for their services because they are unemployed and/or
registered as indigents or they think that everything is free.
¢ Once indigents have been_registered, this creates income for municipalities because
government subsidises their'service delivery.
¢ Some municipalities budget for the annual provision of free*services and non-payment, and do
not see housing as'a burden to them.
¢ For some municipalities, aceounts are sent'out and income is generated. Credit control
policies are in‘place and work well: |
¢ Many beneficiaries have large outstanding.waterand electricity bills because contractors do l
not bring services when erecting houses, and use services from'the beneficiary’s stand. |
Beneficiaries” are reluctant.fo’pay'these _high service bills. Often this_is'assumed to relate to

overall uncertainty about'service billing from the municipality and non-payment of services by

\
?
beneficiaries. These bills should,be recovered from the contractors and'not the beneficiaries. ‘
. Lack of water meters allows benéficiaries to question their water bills;with the resultant refusal
to pay, as there is'no proof of the amount of water consumed. i
¢ In many housing projectsiuindividual consumption meters ‘still have not been installed and }
residents are billed a flat rate per month. for. water,(and rarely also for electricity). Residents
argue that this is unfair. Owing/to lack of proof of the:amount of water consumed, beneficiaries
are reluctant to pay.
¢ Problems are noted in the collection of rates from deceased beneficiary households. When the
beneficiary dies, the tenant of the house applies for indigent cover for water usage. The
municipality bills the deceased for rates. Thus millions each year are ‘uncollected’ in rates.
Some families cannot take transfer of the deceased estate because they cannot afford transfer
duty. They need the master of the court to wind up the estate and transfer it to the family or for
the department to undertake transfer duty and related costs. Another repercussion is that the
family living in the deceased’s house apply for a low-income house and are often awarded
one. This means that some families have benefitted twice, which is an unnecessary expense.
¢ Many municipalities are unable to quantify the income obtained from government housing
projects separately.
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Generally, while municipalities receive additional income through service delivery from subsidy
housing, the majority are burdened financially in that their net income (income less expenditure) —
taking into account the cost of service delivery and free basic services provision — is negative.

Though many municipalities are burdened through service delivery, there are ways of improving cost
recovery for municipalities, which can assist them in generating income or at least breaking even,
such as utilising national grants for indigents, improving accuracy of indigent records, and cross-
subsidisation from wealthier households. The mindset of municipalities needs to be changed from
the perception that subsidised housing is bankrupting them to seeing the numerous opportunities for
wealth redistribution and economic development that housing can provide.

Service delivery and bulk infrastructure contribution

On average over the last. sixteen years the survey findings have. revealed that municipalities have
not contributed much to"service delivery for housing projects.«The whole housing subsidy was
utilised mostly for top structure and services. The 2005 amendment to'exclude land from the subsidy
amount, and the 2007 amendmentito’exclude services as well, has brought about changes, which in
theory are believed. to almost double the value of the subsidy. Where mupnicipalities cannot handle
the additional financial burden, provincial authorities are requiredsto"provide support.

This finding is ‘mirrored’ in a report from South African Cities Network (2007}, which states that

For city governments, confronting the.‘poverty challenge’ is perhaps their central priority.
While poverty is a broadand multifaceted problem, and cities have a géneral developmental
responsibility within their areas ‘of jurisdiction, in. practice the bulk of the poverty challenge as
it affects city governments is about dealing with the housing .backlogs and providing
municipal services to poor ‘households at below or no cost. Much of the financial
responsibility for housing construction is carried by the_national government. Therefore,
dealing with the housingibacklogs may be a project management challenge, but should not
be a financial burden. The same goes for the provision of free services, though the ongoing
costs of this are far higher. In theory these icosts should be covered by equitable share
grants. In practice, however, things are somewhat different: specifications are raised ever
higher, the subsidy fails to keep pace, and top-up funds are sought. Despite the
comprehensive package of grants available to cities for financing their service delivery to
poor households, cities do ultimately carry significant costs and risks.

Bearing in mind the percentage of the projects that have required municipalities to assist with capita'l
costs of service delivery, the value that municipalities have had to contribute is an average of R257
per unit.

For approximately 10%° of the projects, the municipalities had to upgrade bulk infrastructure, owing
to capacity constraints caused by the project. The need for bulk infrastructure upgrades because of

%2 Kayamandi Municipal Project specific survey, 2010; n=82
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capacity constraints caused by housing delivery projects seems to have decreased over the last
couple of years since the BNG era, and possibly with better locations with "existing bulk
infrastructure, improved infrastructure service delivery in general, and large-scale eradication of
informal settlements and in-situ projects which are undertaken on sites that are already serviced.

According to the surveys, hardly any jobs have been created in municipalities because of delivered
housing projects. Limited indications of newly created permanent jobs refer to those in refuse
removal. Some municipalities, however, are in the process of accreditation, which needs an
increased workforce in the housing unit.

3.4.3 Surrounding community and environment

By enhancing the community With regards to aspects such as ianue'ncing health, impacting on crime,
and altering school or work performafice, housing investment and delivery over the last 16 years
have assisted with the creation of sdstainable human setlements.

Government housing affects exposure to criminal activities. See table 317 for the degree of change
in these crime-related components post-housing assistance.

Table 3.17: Degree of change in crime components post-housing assistance
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Contact crime: myrder/rape 796 9% 19% 28% 229% 229, 100%
/assault/aggravating robbery
Property crime: burglary/theft 795 10% 19%- 26% 24% 21% | 100%
Costs of criminality eg insurance, lost 289 8% 10% 58% 16% 8% 100%
work days

Source: Kayamandi beneficiary survey, 2010

More than half of the beneficiaries reported that contact and property crime levels have remained
unchanged or decreased. However, contact crime and property crime have been reported by
beneficiaries to have increased by 44% and 45% respectively. More than three quarters of
beneficiaries revealed that the costs of criminality, in terms of lost workdays for instance, have
remained unchanged or decreased, whereas nearly a quarter of beneficiaries indicated that since
housing assistance, the costs of criminality have increased.

High levels of crime in a community have been noted where there is no togetherness and social
cohesion among the members.
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The link between spatial restructuring and crime is observed mostly in social housing. Social rental
housing includes extra measures of urban management, safety measures and social cohesion
because of higher density. These measures affect the crime level.

Table 3.18 shows the degree of change post-housing assistance as reported by beneficiaries on

health-related matters.

General health status has mostly remained unchanged, while approximately a third of beneficiaries
reported improved health status.

Table 3.18: Degree of health status improvement post-housing assistance
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General health of environment: eg pollution,
wator quality, noise 9P 789 | 7% | 19% | 33%py24% | 17% | 100%
Change in access to better health services 789 4% 14% 46% 24% 12% 100%
General healthy,status of household
mombors | o 782 | 8% | 10% | 56% |l 20% | 12% | 100%

Source: Kayamandi beneficiary survey, 2010

The general health of the environment has mostly been reported as increasing, represented by 41%
of beneficiaries, while 33% reportediit to havesremained unchanged and,26% reported it to have
decreased.

Nearly half (46%) of beneficiaries, stated that access to health services had remained unchanged,
whereas more than a third:(36%) reported_improved. access, and approximately 18% reported
decreased access to health services post-government housing assistance.

More than half of the beneficiaries (55%) stated that the health status of household members has
remained unchanged, with nearly a third (32%) reported improved health and 13% reported
decreased health status post-government housing assistance.

Many housing beneficiaries are affected by HIV/AIDS. Municipal responses indicated that the
Department of Human Settlements should partner with the Department of Health and Social
Services and develop well-planned settlements with health amenities that are not isolated from
opportunities. The Fairview MES institutional project in Jeppestown is an example of such
partnering. It used to be an old age home for the Methodist Church and was converted into a
hospice for Aids and tuberculosis patients.
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From the surveys and literature there appears to be broad consensus that formal housing,
irrespective of tenure or typology, plays an important role in improved health outcomes. The physical
characteristics and quality of informal homes can produce negative environmental effects that may
result in allergies, injuries, and other health problems. Unstable overcrowded housing environments
may affect access to healthcare. High housing costs and lack of adequate water and sanitation may
affect the amount that the household spends on essential items such as nutrition and healthcare,
which may result in health problems. Poor health can result in loss of employment and loss of
housing. That is, poor housing may be an effect of poor health.

Given the level of informal housing in South Africa, the SHF (2009) notes that social and other low-
income housing perform equally well in terms of improved shelter and likely health outcomes. In the
SHF cost benefit analysis (2009), location factors are considered likely to contribute to improved
access to healthcare (especially.secondary and tertiary hospitals).

However, access to healthcare facilities is better near the nodes .of activity, and locating housing
(such as social housing) close to these nodes increases access to health-care facilities. While
access to primary healthcare facilities isyavailable to all, irrespective of whether one lives in social
housing or otherslew-income housing, the quality.of-primary health care facilities near the nodes of
activity are substantially better than those further away from the nodes (SHF, 2009). Research by
the SHF (2009) 'shows that benéficiaries insocial and other low-income subsidy housing forms in
the same income band (ie highest income band in social housing and lowest'in' other housing) have
approximately the same education level, and thus no differences in health level are noted because
of lack of knowledge of a healthy'lifestyle.

Increased access to healthcaresfacilities leads to a better health Ievel, because people can visit the
doctor when necessary (SHF, 2009). This insturnJeads'to higher medical costs, but also to higher
productivity and thus higher income! There might also be @ long-term effect that better access to
health care leads to fewer medical costs in the long run, because prevention is better (cheaper) than
cure. IEpact variables include: o
¢ Higher or lower health bill

¢  Higher income

¢  Lower costs of travelling

.

Lower number of days lost at work

If housing quality and affordability affect health, they probably affect educational and work
performance too. School and workdays lost to illness and health-related disorders from
environmental contaminants (which can reduce intellectual capacity) and the longer-term effects of
undernourishment all influence educational achievement.
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Government housing assistance over the last sixteen years also impacts on the school and work
performance. The degree of change of school and work performance components post-housing
assistance is shown below in table 3.19.

Beneficiaries have shown that time available for work/study, work/study stability and change in
expected education/work attainment mostly remained unchanged post housing assistance.
However, more than a quarter of beneficiaries stated that housing assistance has increased the time
available for work/study, work study/stability and change in expected education/work attainment.
The improved economic impact on these beneficiaries is profound.

Table 3.19: Degree of change of school/work performance components
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Time available for work/study 786 4% 5% 64% 19% 8% 100%
Work/study stability 779 3% 7% 63% 19% 8% 100%
gtrt]:irr])%eent in expected education/work 778 3% 59 61% 500 9% 100%

Source: Kayamandi beneficiary survey, 2010

The degree to which housing assistance improved the educational status of household members is
depicted in table 3.20. Educational 'status remained much the same or was improved by housing
assistance.

Table 3.20: Degree of educational status improvement post-housing

Component Degree of change Percentage n
Improved 37%
New location of housing assistance improve Stayed the same 54% 764
educational status Worsened 9%
Total 100%
Improved 35%
New housing unit of housing assistance improve Stayed the same 62% 760
educational status Worsened 3%
Total 100%
Improved 29%
New social community of housing assistance improve | Stayed the same 67% 747
educational status Worsened 4%
Total 100%

Source: Kayamandi beneficiary survey, 2010

The new location, housing unit, and social community of housing assistance improved education
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status for 37%, 35% and 29% of households respectively.

The major reason given for location-related change in educational status is proximity: children are
closer to school; household members are closer to town and work; and there are employment
opportunities nearby. Another reason was that the location and closer proximity promote the ability
to study, even in bad weather. Those that experienced a decrease or no change in educational
status reported these reasons:

¢  Location of housing has remained unchanged.

¢ Nothing has changed.

¢ The new area is noisier than before.

.

The new location is far from school and more is spent on transport.

The major reasons given for changesin“educational statusibecause of the new housing unit are the

ability to study, and better living space. In addition, the area consists: of formal houses, not informal
dwelling units, and is no longer congested.

Maijor reasons for change in educational status: v

Area consists of houses, not informal settlements,.and is no longer congested
Ability to sttdy even in bad weather

Better living.space

Employment opportunitiés

Closer to library and other amenities

* & & o o

More time to prepare for work and studies

The survey results provide evidence supporting a positive link between housing and educational
outcomes. Formal housing, irrespectiverof density orstenure, plays an important role in increased
household stability and the provision=of an environment conducive to improved education —
especially when coupled with access to electricity, water and sanitation. Increased tenure is thus not
necessarilﬁinked to increased educational outcomes, but rather to housing stability and good-
quality housing and accessibility to services.

The Center for Housing Policy (2007) notes these positive impacts of affordable housing on
education:

¢  Stable affordable housing may reduce the frequency of unwanted moves that cause children
to change schools and disrupt educational instruction.

¢ Affordable housing strategies may help families move to communities that have stronger
school systems. '

¢ Affordable housing can reduce overcrowding and other sources of housing-related stress that
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lead to poor educational outcomes.
¢  Well-constructed, maintained and managed affordable housing can help families address or
escape housing-related health hazards, for example lead poisoning and asthma that adversely

affect learning.

Biermann (2006) hypothesises that access to social housing — which tends to be located in or near
areas with access to good schools in inner cities or suburbs — is likely to result in improved access
to educational opportunities and educational outcomes. This hypothesis tends to be supported by
the fact that the provision of educational infrastructure lags substantially in other government
subsidy settlements and in some areas schools have still not been provided many years after
housing has been built (SHF, 2009).

According to the SHF (2009), quality education is of great importance to housing beneficiaries.
While access to schoolsiistreadily available, access to good schools is more problematic. High-
quality government schools are located mostly in or near the nodesiof‘activity. Government housing
beneficiaries, subjéect. to affordability of travel costs; are prepared to travel long distances if
necessary to aceess quality schools. In thesshort term, the'direct effect ofiliving in or near the nodes
of activity is that travelling costs are lower. In the 1ong term, however, because more people can
afford to send their. children to high-quality schools,this can lead to a better:education level for more

people, which in turn leads to betterjob opportunities for more people.

344 Location and access to opportunities
Key with BNG is to use the physical/(housing) to restructure society, by involving people in the
process, diversifying options and choice, and providing housing close to social and economic

amenities.

The desirability of house/asset and sense of attachment'to area, beneficiary access to amenities
~and opportunities, time and costs of accessing services, and density and achievement of mixed-
income and mixed-race attainment all provide an indication of the attainment of spatial restructuring

and of sustainable human settlements.

Desirability of house/asset and sense of attachment to area

The findings of a cost-benefit analysis (CBA) by the SHF (2009) revealed that the location and
density of affordable housing make big differences to the overall costs and benefits of housing to
South African society over time. Housing that is well located in urban centres, even though it costs
more to build (because of higher land prices), has more benefits for society and costs less over time
than much cheaper housing on the periphery. Cheaper housing on the periphery appears to cost
less, but when all costs and benefits over 40 years are counted, it proves more expensive to society
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(SHF, 2009).

If it had not been for government subsidy housing, home ownership would have been out of reach
for low-income earners. Through home ownerships, families are given an opportunity to prove
themselves and to become permanent members of their communities.

The degree of change of the desirability of these location components, as reported by housing
beneficiaries, is shown in table 3.21.

Table 3.21: Degree of change in desirability of location post-housing assistance

[] /]
Component n S B & S ]

s D.E| | T| 2

s| 517EB| E| | 5

= ] 2 7] = (=
Sense of attachment to area 780 4% 10% 27% 40% 19% 100%
Spatial integrationsef community 777 4% 10% 45% 32% 9% 100%
Accessibility to employment 785 6% 10% 62%" _16% 6% | 100%
Quality of life improvement 789 5% 9% 29% 39% 18% 100%
Density of residential establishment 778 7% 16% 53% 19% 5% 100%
Income generation.ability 785 4% 8% 73% 11% 4% 100%
I;I)rgr?t tar; VZ?I?;; because of more/less time 784 5% 9% 62% 5% 9% 100%
Income available for luxury items {786 8% 10% 68% 9% 5% 100%
Housing quality 787 | 10% 12% 22% 33% 23% 100%

Source: Kayamandi beneficiarysurvey, 2010

More than half of the beneficiaries reported that they had experienced an increased sense of
attachment, better quality of life- anduimproved. housing quality post-housing assistance. Large
improvements in spatial integration of eommunities weré noted as well as in density, time at home,
and accessibility to employment. Though®income generation has generally been reported as being

unchanged post-housing assistance, 15% of households reported a increase in income generation
ability.

Beneficiaries reported that if the property market was open and they had a choice of area, their
current location would mostly be rated as being somewhat desirable or very desirable. Slightly less
than a quarter of beneficiaries revealed that their location is undesirable. See table 3.22.

Desirability in the RDP and BNG regimes is relatively the same, although RDP beneficiaries

reported larger ratings of ‘very desirable’, while BNG regime beneficiaries reported a larger degree
of ‘somewhat desirable’.
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Table 3.22: Degree of desirability of current location if there was free entry into the property

market with complete choice of location

Desirability Percentage |
Very undesirable 5%
Undesirable ' ‘ 19%
Neither desirable nor undesirable 15%
Somewhat desirable 45%
Very desirable | 17% |
Total 100%

Source: Kayamandi beneficiary survey, 2010; n=769

Besides location, beneficiaries’ assessment of the desirability of the house/asset provides an

indication of the degree to which sustainable human.settiements have been created.

Many beneficiaries indicated that until now they have not"bgnefitted or received any life-changing
components from housing assistance. MajOr disadvantages noted from housing assistance relate to
the quality of the house; which is poorly built, its small size, whichsis not suitable for human
settlement, and the long waiting pefiods.

Other disadvantages include:
¢  Service delivery is poor and in many cases electricity was not installed, and toilets were not

connected as informed.
¢  Housing projécts are poofly located.
Threats are received from contractors when complaints are lodged.
Limited to no finishings — sdich as/plastering, painting, varnishing doors — are provided, which
makes maintenance high.
Locals are not favoured for jobs.
Insufficient inspection takes place.

There is no municipal complaints desk or action to_deal with complaints

* & & o

There is no consistency. Some beneficiaries received better-quality houses within the same

—project e

¢ There is limited or no consultation with beneficiaries, with resultant limited say in selection of
location of houses, layout, size, etc.

¢ Some beneficiaries feel that other beneficiaries are abusing their privileges by selling their
homes.

¢  Many beneficiaries in different projects reported that all the houses in the project had the same

lock/key which makes safety an issue. There is also a lack of security and burglar bars.

There are no airbricks.

Doors/windows are unstable.

Non-South Africans such as Nigerians are taking over subsidy houses
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The processing of bonds is slow.

Land and planning for other social amenities are inadequate.

Beneficiaries do not take their own livelihood into account after assistance and expect
government to do everything.

There is insufficient communication from ward councillors.

Beneficiaries of social housing are not aware that they are obtaining assistance and want to

now in which way there are assisted. Many are not aware that they are government subsidy

benéeficiaries.

A subsidy is required for fixing and maintaining houses.

Payment for services is expensive.

Lack of proof of ownership and delays in attaining title deeds are frustrating.

owing to free assistance thereis no 'sensel of pride. There is also a lack of aspiration of
beneficiaries to improvestheir.situation

Yards are too small,with limited space for improvements/extensions.

Refuse removal is inadequate.

Social housing, beneficiaries 'state that rules @re.too strict and obtaining access for visitors is
difficult.

However, advantages and life-changing componentsiinclude:

*

L J * & & & ¢ o o

* & 4 o 0 o

A yard andiarroof over theirheads with.a permanent brick structure has provided dignity, pride,
shelter, and sense of attachment and a place to call home.

Health status has improved.

There is a new social dimension with a better social environment and greater safety.

Lower service rate payments are lower because of being registered as indigents.

They now have access tobasic services (water and electricity) and free basic services
Electricity and water enablés doinglaundry.andsstudying at night

The house provides beneficiaries with an epportunity to have a home-based business.

The new location assisted greatly with finding employment, even though the taxi fare._is

expensive

It provides a better environment than the squatter camp with no more freezing cold winters,
improved quality of life and improved feelings of safety

There is more peace and less crime

Full ownership means they can extend and spend on improvements if they wish.

They gain independence from the family.

It has enabled the creation of a legacy for their children.

It provides safety and protection from shack fires.

It helps relieve poverty and takes away the stress of not having shelter.
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The reported needs of beneficiary households are:

L B e 2 - - I T o TR o B o
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Renovations and maintenance of the house.

Proper water inside the dwelling with a proper drainage and sewerage system.

Employment creation.

Bigger more beautiful houses with extra rooms.

Furniture and appliances.

Reduce rent (social housing) for pensioners.

Reduce water and electricity costs.

Ensure constant and reliable water supply that is safe for drinking.

Indicate/mark of property boundaries.

Provide proof of full ownership of the house (titte deeds) so that extensions can be
undertaken.

Provide air bricks for ventilation.

Build proper house foundations.

Set up a place to operate business as opposed to being forced.fo*0perate from home.
Provide for stibdivision of rooms.

Improve thée.quality of housing.

Introduce a social grant for grandparents.

Have a central computer/training centre with Internet connectivity.

Have working electrical sockets:

Remove ‘banning’ of home businesses so that people can make money.

Make land parcels larger.

Adopt a four to five year plan before increasing rental rates (social housing).

* Put burglar bars on windows/doors.

Provide a safe communal braai/entertainment/playground area.

Houses should be more.aesthetically pleasing.

Provide a creche/school and €linic.within walking distance.

Set up skills transfer programme and SMME training in order to start own business and

employ others.

The needs of settlements reported by beneficiaries are:

<
<
<

Tar or pave access roads to the settlement with street lights.

Attend to the stormwater drainage and sewerage systems.

Provide social amenities: healthcare facilities, community halls, churches, schools/créches,
playgrounds/amusement/recreational parks/areas for children and youth.

Ensure that shopping complex/malls or economic opportunities are located nearby.

Educate the youth and ensure educational facilities such as libraries and access to life skill

and training workshops.
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¢ Include police stations with 24-hour policing to ensure safety and security for residents.
¢ Install water and electricity with proper functioning basic services.
¢ Raise awareness among the youth of existing youth facilities.
¢ Create walkways or paths for pedestrians.
¢  Create waste disposal areas.
¢ Address drug and alcohol abuse among the youth.
©  Provide business incubators.

- ¢ Assist with availing/accessing loans for those who want to extend/renovate their homes.
¢ Plant trees in the settlement. -
¢ Remove illegal people without passports who live in the settlement.
¢ Improve communication with tenants (sdcial housing).
© Provide communal land urban farming such as vegetable gardens.

! Access to economic opportunltles, infrastructure, and social amemtles
Lmked to the desirability of location is proximity to areas of opportunity. and social amenities.

The average location'split®®
< IAfill: 28%

° Ihtegration: 28%

©  Outskirts ofttown: 36%
o

Middle of nowhere: 8%

of the housing projects is asfollows:

The majority of social housing projeets are infill or integration and within majer centres.

Approximately 8% to 10% of the projects evéluated are not well Iodated. They are situated in poor
communities in remote locations«(40 km or more from the nearestieconomic centres), isolated from
major developments, and with limited ‘ofino means of accessing:se‘rvices and amenities. There are
few distractions, entertainment facilities*or purstits for_'beneficiarieé in these isolated communities.

Such projects are not conducive to sustainable settiements and réstructuring aims.

Slightly more than one third of projects are situated on the outskirts of towns, although still with
reasonable access of opportunities. More than half of the projects are considered well located and
are infill or integration projects. Well-located projects are:

¢ Mostly located within 5 to 10 km of social amenities
Located on main roads where taxis and buses operate, and some are close to rail transport
Located relatively near employment opportunities

Have_access to social amenities: community halls, clinics, hospitals, police stations, schools

o 0 O O

Situated near middle-income areas, and sometimes integrate old black and white townships

% Source: Municipal project specific questionnaire and confirmation on the ground through project evaluation sheet; n=64
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¢  Near industries/major farms/mining activity

¢  Near CBDs or nodal points

© Near business/economic/commercial/industrial centres

Photographs 3.4 below provide an indication of desirability of location of projects
employment opportunities.

Photograph 3.4: Desirability of location and access to opportunities

in relation to

; Amalinda SOHCO institutional
|n E. C well located

»ﬂwn«dumw e s I o S T e

Brlcksf eld institutional in G.P
well located in city centre

Phola-Ogies CBIS project
located within bus route

)
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These economic activities were observed near well-located projects:

T e & & & & & & o & * 0

* & & & o

Miscellaneous/informal: ‘motor car repairs, car spares, steel works, chicken sales, hardware

Abattoir

Agricultural packaging and processing mills (seasonal employment)
Brick making

Business areas within economic nodes: motor dealerships, restaurants, services, etc
Civil engineering industries

Correctional services

Farming (chicken, cattle and fruit)

Fish markets

Government departments/offices

Health-sector employment opportunities in major government hospitals
Industrial activities

Mining activities

stores, hair salons;dress makers, fruit and vegetable sellers, mechanics, spaza shops
Motor dealerships and/or transport/freight companies

Near ports/harbours with related eémployment opportunities

Near tourismuregions (seasonal employment.opportunities)

Nurseries and/or wood mills

Public works'service centres

While the location of settlements i, often still on the outskirts of town, social housing is a key
improvement and promotes integration’ and equality. Certain transformation is taking place, and
some low-income areas ‘are being developed close to higher-income areas. It will take time to allay
fears, and break down the ‘not in my backyard’ syndrome, but progress is being made. Income still
plays a major role in the current,state of housing distribution. More land needs to be made available
in economic active areas to further transform the apartheid structure. The geographical distribution
of wealth, however, has changed somewhat,'and economic opportunities are spread across larger
areas.

Beneficiaries reported changed in levels of access to infrastructure is shown in table 3.23.

Table 3.23: Change in access to infrastructure

Access to infrastructure Pre assistance ‘n Post assistance n
Access to No access 16% 1%
piped water Inside dwelling 16% 48%
Inside yard 38% | 786 43% | 792
Communal tap 30% %
Total 100% . 100%
Access to No access 46% 8% | 791
electricity Inside dwelling with meter 15% 783 16%
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Access to infrastructure Pre assistance n Post assistance n
Inside dwelling prepaid 36% 76%
On stand not dwelling 2% 1%
Total 100% 100%
Access to None 10% 1% | 776
toilet facilities [ Pit |atrine 54% 10%
- 769
Flush toilet 36% 89%
Total 100% 100%

Source: Kayamandi beneficiary survey, 2010

Infrastructure access post-housing assistance has improved drastically. Hardly any differences in
access to infrastructure are observed between the RDP and BNG regime beneficiaries.

Access to facilities and services (F&S) is shown in table 3.24 below.

Table 3.24: Access to facilities and services

No
Within Within reach; | Not nearby | proximity
walking with not able to | unable to
Within distance transport travel to make
same in same daily and fro use of

Facility and service settlement.| area accessible daily F&S Total
Primary education 36% 49% 14% 1% 0% | 100%
Secondary education 23% 54% 19% 4% 0% | 100%
Health: mobile clifiiés or clinic 28% 42% 26% 4% 0% | 100%
Hospital 1% 18% 72% 9% 0% | 100%
Social: MPCC/hall 29% 37% 24% 5% 5% | 100%
Police station 10% 44% 40% 6% 0% | 100%
Park / playground 21% 38% 28% 3% 10% | 100%
Telephone (landlines) 34% 23% 23% 6% 14% | 100%
Cellular reception 92% 4% 3% 0% 1% | 100%
Bus rank/route 35% 38% 13% 3% 1% | 100%
Minibus taxi rank/route 55% 38% 3% 0% 4% | 100%
Supermarket/ shop 8% 6% 40% 6% 0% | 100%
Small shop or spaza_ 74% 26% 0% - 0% 0% | 100%
Street market S5% 35% 8% 2% 0% | 100%
Place of work 4% 28% 64% 4% 0% | 100%
Source: Kayamandi Municipal project specific survey and project evaluation confirmation on the ground; n=78

All projects have access within walking distance to a small spaza shop. Transport is mostly

accessible, with at least 93% of projects being located on a minibus taxi route. Primary and

secondary education are available within walking distance to beneficiaries from 85% and 70% of

projects. Lastly, nearly 32% of projects are at least within walking distance of a place of work, while

96% of beneficiaries in projects are at least within daily reach with transport to places of work.
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Many settlements however are not yet considered sustainable as they mostly entail mere raw
hoUsing, not linked to any social amenities, which still creates a problem for communities because
they have to travel far for those amenities. To improve this one needs to revisit beneficiary
communities and construct some of the most needed social amenities, for example clinics, land for
churches and business space, and try to make settlements more functional.

However, sustainability has mostly been a goal over recent years. In the first decade of housing
delivery more single residential units were built. The focus is now on maximising the resources and
infrastructure. Some housing subsidies recently include double-storey buildings to increase density.

Change in time and cost to destinations
Shorter transport distance is related to shorter transport time with lower transport costs, lower

infrastructure costs, and lower pollution costs. All of these. impact on the creation of sustainable
human settlements.

The degree of change in“eosts occurred by beneficiaries in accessing facilities and services brought
about by the move to,current dwelling, that is, post-housing assistance, is shown in table 3.25.

Table 3.25: Change in costs incurred to access facilities

[+ (]

= n =] n = [
Educational facilities 780 9% 12% | 54% | 14% | 11% 100%
Health facilities (clinics/hospitals) , 781 9% 15%% 54% 12% | 10% 100%
Social facilities (church, library, parks) 778 10% 10% | 61% | 12% 7% 100%
Public transport 777 9% 15% | 49% | 18% 9% 100%
Super market/grocery shop 777 9% 13% | 51% | 16% | 11% 100%
Place of work L 774 9% 9% | 69% | 10% 3% |  100%
Urban/economic opportunities 756 8% 13% | 65% | 10% 4% 100%

Source: Kayamandi beneficiary survey, 2010

Beneficiaries have generally incurred unchanged costs to access facilities post-government housing
support. However, for some household beneficiaries, decreased costs in accessing these facilities
have been noted: \

Educational facilities: 21%

* Health facilities: 24%
¢  Social facilities: 20%
¢ Public transport: 24%
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¢  Super market/grocery shop: 22%
¢  Place of work: 18%
¢  Urban/economic opportunities: 21%

For these household beneficiaries, decreased costs of accessing facilities have vast impacts, related
to better health (because of improved cost of accessing), decreased expenditure with increased
income for savings and/or other expenditures, etc.

However, another unintended consequence of housing delivery is that for some household
beneficiaries increased costs are incurred in accessing facilities.

The degree of change in time taken to access facilities and services brought about by the move to
the current dwelling that is, post-housing assistance, is shown below in table 3.26.

Table 3.26: Change initime incurred to access facilities

s | @ e | g
2l B g PG
n S B4 2| 2 y

s | G4 2| 8| &

S| 8| 5 & | = 2
Educational facilities , 779 | 12% | 20% | 42% 18% | 8% | 100%
Health facilities (clinics/hospitals) = 1 778 13% | 24% | 39% 17% 7% 100% |
Social facilities (church, library, kparks) : 776 1% 17% | 47% 18% 7% 100%
Public transport | 778 12% | 21% | 47% 13% 7% 100% |
Supermarket/grocery shop,(eg Spar) 775 1% | 22% | 43% 19% 5% 100%
Place of work 770 5% 9% | 68% 12% | 6% 100%
Urban/economic opportunities 756 6% | 17% | 61% 12% | 4% 100%

Source: Kayamandi beneficiary survey; 2010

Again, beneficiaries mainly reported that*time»to“access facilities had remained unchanged post-
government housing assistance. ._

It is unlikely that government housing assistance is able to improve costs and time to access

facilities for all households. Decreased time in accessing facilities has been reported by these

percentages of household beneficiaries:

Health facilities (clinics/hospitals): 37%
Educational facilities: 32%

Public transport: 33%

Super market/grocery shop: 33%

Social facilities (church, library, parks): 28%

* & & & o o

Urban/economic opportunities: 23%
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. Place of work: 14%

Again, another unintended consequence of housing delivery is that for some household
beneficiaries increased time in accessing facilities has occurred.

BNG regime beneficiaries to a larger degree revealed that time and cost of accessing facilities and
services remained unchanged or decreased slightly more in comparison with RDP regime
beneficiaries. This shows improvements in location in relation to time and costs incurred in
accessing facilities and opportunities.

Increased density and mixed income and race

Density, mixed-income and mixed-race achievements are all associated with spatial restructuring |
and attainment of sustainable settlements. |

Government policies have begun to acknowledge the limitations of ongoing patterns of unequal
development. In 2003, the state began a process of self-examination after the first decade of
democracy. Government’s Ten Year Review refers to the need to place more emphasis on
overcoming the spatial disjuncture between home and work by promotingsmore compact designs
that increase residential densities and reduce long-distance commuting (Napier et al, n d).

Project evaluations,identified the degree of desirability with regards to density to determine whether
medium to high density is promoted.without'overcrowding. ‘Perceived density’ refers to the level of
density which people feel an‘area has and is dependent on the individual and his/her background
culture and on the nature of the built-up area. Crowding is closely linked to density and refers to too
many people living or working fin a 'room, dwelling, ‘neighbourhood, of.on a plot. There is an
important difference between crowding and density: it is possible to have high-density housing
without crowding (such as with_social housing). The féllowing with regards to density of subsidy
housing settlements were noted:

¢ Many older projects haveslower.density, but lack strategic development or integration without
any apparent layout planning.

¢  Many more recent projects promote medium density without overcrowding and show well-
planned street patterns and integrated communities.

¢ Many housing settlements are not overcrowded in comparison with nearby informal
settlements.

¢ Some settlements have high building density and overcrowding with virtually no space in
between housing. See photograph 3.5 below.
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¢ Social housing projects generally have higher building densities than their surroundings and

¢ Owing to more active beneficiary involvement in PHP projects, PHP projects have fewer !

©  Housing projects in rural areas have lower densities because of availability of land. See

Photograph 3.5: Example of high-density single residential housing

¢ In many projects, medium density is,provided, butby virtue of additional structures being built

next to dwellings and with these structures or'even rooms'in the house being rented out, more
people are brought into the settlement than were intended, which is causing overcrowded
occupation of settlements. That is, because of additional informal dwellings and backyard
shacks, the result is higher building and_occupancy densities with overcrowding. See
photograph«3.6 below.

Photograph 3.6: Example of overcrowding from additional:structures

other subsidy housing programmes. However, social housing projects often incorporate open
space areas in their developments. Inspections and surprise visits are undertaken regularly in

social housing projects to ensure that occupancy density or overcrowding does not occur.

additional secondary dwellings, with resultant less overcrowding.

photograph 3.7 below.
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Photograph 3.7: Example of lower densities in rural areas

Density is one of the most importantiindicators of and design parameters of sustainability in the field
of housing and human settlement planning and development. Density is critical for the assessment
of the distribution of land; as well as infrastructure and service deliverywith financial implications.

In more recent projeets, medium building density (number of dwelling, units per area) is being
promoted, althoughsthe occupancy density (number of people.-per‘dwelling.unit) is not addressed
sufficiently. Beneficiaries are not being constlted,/and no matter thegsize of the beneficiary
household, the same size of housing is provided.

Economic factors influenced by density include:

¢  Health and safety

Cost of bulk infrastructure and service delivery
Affordability for end-users

Public transport thresholds

* & & o

Local economic development thresholds

‘The, following regarding the degree of creating mixed housing typologies from project evaluations—
and municipal interviews were noted:
¢  The majority of housing subsidy projects have the same type of brick structures within the
same mono functioning areas, the only exception (occasionally) being a change in exterior
paint colour or in layout (not strictly following grid-like pattern).
¢  PHP projects show a greater mix in housing types and diversity because of greater beneficiary
involvement during the construction phase.
¢  Social housing all looks the same, with the occasional exception of some social housing
offering one or two rooms at slightly different rentals. Only a small number of beneficiaries in
more recent projects obtained rent-to-buy options.
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In more recent BNG projects, a mixture of tenure type is noted with some full ownership and
some bonded options, which depicts a mixture of income groups. The houses have more than
merely one look and some project extensions have a mixture of tenure and finishing’s. As far
as possible attempts are made to give every project unique-looking houses that reflect
different income groups.

Some projects show housing type differences because of unique upgrades, expansions and
renovations undertaken by beneficiaries.

In some settlements there appear to be older, larger and more upmarket housing units
(probably built by households with higher income), among government subsidy housing. See
photograph 3.8.

Photograph 3.8: Example of'housing type differences

Besides mixed typologies and housing types, housing delivery is focused on integrating and mixing

communities along racial and income lines. Effective integration leads to improved social mobility, .

long-term improved employment chances, and better educational and health outcomes for all.

Project evaluations and interviews (municipal and beneficiary) revealed the following regarding

mixture of race:

<

O O O O

The majority of projects cater for the African black racial group, though some provide for mixed
cultural groups. |

Some projects provide for a mixture of African black and coloured racial groups.

Some projects cater purely for coloureds.

One white family was catered for in one of the projects.

Social housing projects have a greater degree of catering for a more rainbow nation, and
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many social housing projects cater for blacks, coloureds, whites and Indians.

Project evaluations and interviews with municipalities and beneficiaries exposed the following
regarding mixture of income: -
¢ Housing settlements cater more for a mixture of income groups than mixture of race.

¢ Many of the mono-functional housing typologies do not offer a mixture of income and cater
mostly for low-income unemployed households.

¢ Some projects have been observed with a mixture of income in that unique housing additions
and renovations reflect different income groups. Some beneficiaries in these projects obtain a
good stable formal income.

e More recent BNG regime projects cater for a good mixture of income groups and provide low-
and medium-income housing with bonded houses and normal subsidy housing.

¢ The income levels catered for by.social housing projects differ, and a mix of income levels is
provided for.

Incfeased mixed-income developments, as advocated in the BNG policy, are attempts at addressing
mono-functioning areas and poorly located housing, developments in relation to economic
opportunities. However, few developments have been undertaken with the ‘mixed-income approach
and those that have are too recent in order to_evaluate oF'linderstandsthe impact on spatial

restructuring.

Nonetheless, the concept of inclusionary housing and.an increase in thesaumber of developers of
higher-income residential projectsyinvesting in subsidy housing have been emerging in the last
couple of years with greater integrated higher- and lower-income households within the same

developments.

Evidence nonetheless suggests that wrban land ownership is changing to incorporate an African

middle class. Viruly (Urban LandMark,.2007¢). states| that. broker estimates suggest that between

.20% and 30% of property sales are to black households. Increased mixed racial suburbs are also

being noted. The creation of an African middle class, able to afford to leave the townships, did not
happen overnight. The Absa residential property market database for South Africa suggests that a
black middle class has sustained demand for properties in former ‘whites-only’ residential areas.

Besides 'mixed typology, race and income, the location of housing plays a major role in spatial
restructuring and creating sustainable human settlements. The bid-rent principle clarifies why
informal townships are often located on low-valued urban peripheries. If they were more centrally
Ioc.ated‘, and close to economic opportunities, they would be more exposed to eviction from
competing higher-return land uses. The same bid-rent principle thus explains why housing
programmes have delivered the majority of houses on the urban periphery over the last sixteen
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years (Urban LandMark & UN Habitat, 2008). For the government to deliver on free housing to the

poor, it had to locate houses where land was relatively cheaper.

However, as cities expand and grow, areas that were once on the periphery are becoming more
centralised because of the creation of new nodes. For instance, Mamelodi and Soweto in Gauteng

find themselves with greater access to urban amenities.

Housing has not adequately-succeeded in achieving the particular outcome of spatial restructuring .

and integration. However, attempts are increasingly being made to locate housing within access to
opportunities, amenities and facilities, and thereby to contribute to residents’ quality of life. For
some, housing delivery over the last 16 years has provided more (and better) public and private
services, enhanced the economy; boosted the sensé ,of community and attachment to place,
reduced mobility and costs,sprovided greater residential stability;led to improved upkeep of houses,
properties and gardens. (for those who are financially able);” added to educational and work
outcomes, and increased access to facilities and connectivity with otherplaces.

Many departments are responsible for the:delivery of sustainable human settlements, so a central

decision-making structure around ithe location-of settlements is required. Even though in recent

years the Department of Human Settlements has put in place a number of intergovernmental

agreements with other government.deépartments (and parastatals) to assist.with the identification of

land in their possession and future settlement development planning, alignment and coordination

and implementation remain daunting:

Since BNG, numerous interventions have been suggested to socially, spatially and economically

integrate South African cities andi.towns. Because of the latest intervention, namely the Department
of Human Settlements’ response to Government’s Outcome 8, one should start to see acceleration
in the delivery of serviced sites (as well as concurrent construction of houses and other housing

units), mainly in informal settlements. The top structures for these sites may come years later. The

recent informal settlement upgrading subsidy allows for the needs of a whole community in an
existing settlement to be addressed, not only the qualifying households. If a squatter community is
settled on suitable and well-located land, this instrument allows them to remain there and to become
formalised. That is, the greater drive to implement this instrument will enable increased spatial
restructuring. »

Another direct land intervention is the government-funded agency known as the ‘special purpose
vehicle’ (SPV), which is responsible for identifying, acquiring, assembling, holding, managing and
disposing of land (mainly state land) for promoting housing development (Department of Housing,
2006 in Napier et al, n d).
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Lastly, Cosmo City, a flagship BNG project, is a desirable place to live, with numerous secondary
property market transactions taking place among non-government subsidy residents and property
prices being on the increase. BNG developments throughout the country promise similar outputs,
and suggest the possibility of an integrated future for South African cities with the prospect of
overcoming racial and socio-economic boundaries entrenched during the apartheid period.
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4. RECOMENDATIONS TO IMPROVE ECONOMIC IMPACT

e
The study is concluded with recommendations to maximise positive economic benefits and to

minimise some of the often-unintended negative economic consequences in order to improve future
investment in the development of sustainable human settlements and to maximise economic spin-
offs.

Many of the recommendations are not new, but are issues that have still to be addressed
adequately, while some are based on best practice drawn from many parts of the world, and from

replicating successful practices in enhancing economic outcomes locally.

These sub-sections form part of this section:

Maximise local job creation

Enhance skills transfer

Improve consumer education

Enhance income generation jpost-housing assistance _
Improve quality, building materials.and the use of renewable resources
Improve municipal service delivery and incomé.generation
Improve location, density and access to economic opportunities
Address property market and.ownership

Enhance departmental collaboration and coordination

Speed-up delivery to address'backlogs

Improve monitoring and evaluation and HSS database

¢ 0 O O O O O O O

Undertake continued research and development

One of the key recommendations for maximising local job:creation is to ensure, as far as practically
possible, that opportunities created lead to employment of local residents. Labour-intensive
employment opportunities during construction should be targeted at local residents and people from
the surrounding townships.

Non-locals should be hired only when specialist skills are required that are not available locally, and
local businesses cannot be created to provide such skills. These aspects should receive priority:
¢ Labour-based construction methods should be used whenever practically possible.

¢ Local residents and communities should be employed, wherever possible.

¢  Local construction companies should be used whenever possible, especially for
subcontracting work.

¢ Local suppliers should be utilised if possible.
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The use of local labour should be approached in such a manner that large numbers of residents
benefit from this action, rather than only a select few.

Fair employment criteria should be used in sourcing employment from the surrounding -area, to
avoid the situation in which many unskilled and unemployed people from the surrounding area are
not employed during construction, which can cause potential conflict.

As squessfuIIy implemented in some municipalities, in anticipation of a housing delivery project, the
municibality should set up a database of skilled and unskilled labourers that can be utilised by
housing contractors. The municipality should insist on ploughing back some of the income
generated to the community, for instance 1%. If, however, there is not enough time to undertake a
skills register or a labour desk for local unemployed, people, employment could be undertaken
through assistance from the ward councillors and local NGOs/and"community leaders.

The opportunity for employment should be communicated in a fait-and transparent manner, while
being sensitive to the possibility of creating false expectations. Or else a situation is likely to occur
whereby unemployed persons whom are.willing and able to.be employed'where not employed which
could lead to conflict. In the event of there being .ans€xcess of local uhemployed persons, it is
suggested that certain measures for selection be implemented, such as:
¢  Employing one person per_household so that as many households*ag"possible can benefit

from the employment.

Level of skills.

Previous construction experience.

Employment record.

Only if, there are not enough, willing and able unemployed persons locally, employment from other
nearby neighbourhoods shouldsbe sought. Commuting heeds to be implemented to avoid large
workers camps locally.

Furthermore, since termination of temporary employment is unavoidable, a process of social
planning should be initiated during the construction phases. Local economic development units of
municipalities and the developers could be mindful of this, and look at developments and
‘opportunities in the local economy that could be made available after the construction phases have
been completed.

The importance of local job creation is often overlooked, as housing delivery is not only about
providing houses. A policy compelling contractors to follow the EPWP (or similar set of criteria
purposefully developed for government housing programmes) and to use local labour should be
established. This would be the only successful means of ensuring that local labour gets utilised,
efficiently, effectively and within the requirements.
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The EPWP has been implemented for some time, and the Department of Human Settlements
housing delivery programmes are part of the scope of the infrastructure sector in line with the
EPWP, although EPWP procedures are not always followed when a new housing project is
undertaken. EPWP procedures were never officially recorded, as many departments were not aware
that these are requirements. This is due to a lack of coordination in council, and only some
provincial departments have registered with the Department of Public Works.

From a job creation perspective, objectives and indicators that are critical to measuring labour-
intensive housing construction programmes® include:
¢  Job opportunity (collected monthly)
+ Type and number of work opportunities disaggregated by gender, age and disability
+ Person years of employment created
+ Number of people exiting the programme
¢  Government expenditure (collected monthly)
<+ Total expenditure per programme
+ Percentageiof allocated budget spent
+ Total expenditure per work opportunity created
<+ Training unit cost
¢  Training (collected monthly)
+ Number of people trained
+ Numberof training days
+ Type of training and accreditation status
* Sustainability of employment (collected annually)
+ Number of people exited to employment
+ Number of people exitéd who secure employment within a'year of exiting
+ Relationship between employment secured and training
¢  Project wage rate
Public sector transformation (collected annually)
+ Percentage of departmental budgetsgmmitted to EPWP
+ Communication and coordination between departments
+ Expansion of service delivery

<+ Quality of service delivery

There is a clear need for implementing the EPWP (or similar) in housing delivery projects. Though
following the EPWP would probably be expensive, the trade-offi is necessary for enhanced
contribution to economic growth. The Department of Human Settlements need to learn lessons from

** Developed by the National Department of Public Works’ Expanded Public Works Programme Unit.
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other Departments, such as DEAT that have agreements in place with the Department of Public
works and are strictly following the EPWP in all projects.

In order to maximise the number of job opportunities that any project should create, the job creation
related Social Responsibility Programme criteria of EPWP, which the Department of Human
Settlements are advised to adhere to or modify for applicability in housing construction, are:

¢ A minimum of 35% of the Project budget must be utilised for labour intensive wages.

¢ A maximum of 3% of the project budget shall be used for other wages.

¢ A maximum of 7% of the project budget shall be utilised for implementers fee (ie a set profit
amount which in the case of housing delivery will limit contractors from maximising profits
through minimising quality and will also limit other contractors from being bankrupted).
A maximum of 3% of the project budget shall be utilised for administration costs.
90% of temporary job days must be reserved for local-peaple.
40% of temporary job days must be reserved for women, 30% for youth (ages 16 to 35 years)
and 3% for persons:with disabilities.

¢ 50% of SMMEs used must represent enterprises with at least 70%"of equity owned by HDls.

The Department ofsHuman Settlements.should perhaps consider the dévelopment a job creation
strategy to encourage labour-intensive practices/during construction and housing maintenance.
This strategy should include labour intensive targets (70% as postulated in/BNG) which must be
enforced, as well.as the targets set by./EPWP (or modified for housing delivery applicability). The
strategy should|provide details_about onsite housingsmaterial production= Growth and support
strategies for SMMEs and B-BBEEs'in the construction sector must bewprovided. Methods for
improved monitoring the implementation of labour-intensive methods ‘also require attention. The
strategy should consider the creation of district-level SMMEs, among others, to develop and supply
locally manufactured materials for housing projects. Once created, these entities require support
from housing delivery projects 'so"thatiwhite_elephantsido not result. The strategy should enable
better regulation of appointments and of minimum payment to sub-consultants. A decision-making

tool to simplify the selection process of projects and contractors in terms of its impact should be

considered.

For instance, to enable the use of local SMMEs and B-BBEE, larger projects should be broken down
into more manageable delivery of units, as is currently the practice in some provinces. However, the
projects should not be split up into too small delivery components, as the study results have
revealed that the key to being profitable in low-cost housing is to construct high volumes. To prevent
SMMEs and B-BBEEs being liquidated as a result of late payments, the establishment of a trust
should or voucher system from which organised communities and SMMEs could access building
materials should be considered.

The proposed job creation strategy should also address how to enable local purchasing. Key to
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profit maximisation is not to purchase locally, but to negotiate the best deals nationally. Due to price
competition, enforcing local purchases is a challenge. Local purchasing could however be improved
through municipalities having closer relationships with industry role-players and providing assistance
to contractors in order to source competitive material locally. Strict policies should be utilised to
compel contractors to ‘keep it local’, from labourers to supplies/material purchases. Some degree of
local purchases thus needs to be enforced on contractors in order to ensure that as many of the
positive benefits as possible accrue to the local area.

4.2  Enhance skills transfer

With large-scale employment creation, albeit mostly temporary, potential for skills transfer with
lasting economic effects could occur. Measures can be put in place to enhance the impact of skills
transfer. Skills transfer is required to take.place to ensure that local labourers are not being used
merely as unskilled labourers.

To date, contractors mostly'bring a core of skilled workers who train‘local labourers on the job. Skills
training is thus mostly ‘limited to in-service training during the project, on components such as
bricklaying, carpentry, scaffolding.

Job training programmes for area résidents may be_necessary if local recruitment goals are to be
achieved. Training should be concentrated on skills that are readily transferable to other
employment opportunities in the_local area to avoid people with skills leaving the area for work
elsewhere. To improve skills transfer a training-programme for local workers should be enforced.
Ideally, a comprehensive programme for recruiting, hiring, training, orienting=and counselling could
be established. Such a programme “has the “added advantage of enhancing local hiring. Special
training to prepare workers for jobs in the facility may be conducted by local and regional technical
institutions, often with support from government. Training may reduce the project’s competition with
other local employers and needmet be limited to specific projects.

For instance, during earthwork components of:sites, training of workforce can start with training of
artisans and plumbers and electricians, etc*Though the training would not be able to make fully
fledged electricians, for instance, it should be able-to ensure that a large component of the electrical
required work can be undertaken by the trainee.

Again, it is advised that these principles of the EPWP (or similar) with regards to skills transfer are
applied:
¢  Firstly, upon budget approval from EPWP, the social responsibility programme management
deducts 5% of the total project budget for purposes of undertaking accredited training and this
is administered separately through a process of engaging accredited training providers.
A minimum of 2% of the Project budget shall be utilised for non-accredited training.
Training person days must be equal to 9% of temporary person days.
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Skills development targets thus must be clearly set out, as well as unambiguous procurement
policies to guide the use of local labour and materials, etc.

Increased formal training programmes with certification need to be in place in all projects. However,
the dropout rate on formal training programmes is high. Most leave to find a job to support families,
and cannot afford to study full time. Short courses are thus recommended.

It is also advised that PHP projects be facilitated properly. A housing beneficiary cannot lay
foundations, and put up a roof with limited skills and knowledge. A contractor has to do the elements
that require skills and expertise, such as foundations, plumbing, wiring, the outside walls and the
roof, for quality purposes. The beneficiaries can then do_the basics, such as plastering, construction
of the inside walls, and installation-of ‘cupboards.

As part of skills transfer, the research revealed that policies pertaining to housing are not clearly
understood by all munigipal housing officials. All officials involved'inhousing delivery, albeit at
provincial or municipal level, must be continuously and fully informed and ‘tutored’ on existing
programmes, policies, outcomes, strategies, targets, etc.

4.3 Improve consumer education

Improved consumer education./is: adviseducoupled with. engaging more.youth in workshops to
educate them in.contributing torithe economy.

Consumer education is important, and beneficiaries should be educated in terms of the full value of
their asset, as a housgitself does not guarantee survival. Beneficiaries are given ownership of the
stands that houses are built on. Some people do not value their houses, and do not collect their title
deeds, and others rent or ‘sell 'their house informally. Beneficiaries should be educated in
maintaining their propertiesand encouraged to invest in their properties and gardens. The
beneficiaries should view their neWly obtained houseras a long-term commitment and home for
future generations. -

Consumer housing programmes should be enhanced, and attendance at consumer education
workshops should be a requisite for everyone. Proper consultation with beneficiaries is required.
Beneficiaries must understand that they have to work to be able to pay the bills and put food on the
table. Beneficiaries must understand the value of the unit. Beneficiaries should be encouraged to
pay for services, so that the municipality can better their livelihood. The beneficiaries must be
educated so that they are empowered to not become dependent on government handouts.
Beneficiaries should be educated about responsibility. They should be taught how to maintain their
houses properly and cost-effectively as a house needs continuous maintenance.

If proper consumer education is not provided, beneficiaries will continue to expect to be spoon-fed,
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and assume that government will look after the house after they have moved in. People must start to

take ‘ownership’ of their homes.

A manual could be supplied along with the keys to the house. This manual should explain aspects
such as maintenance dos and don’ts, and provide information about the cost of building a house,
and the recommended resale price, contractors’ details and basic suggestions to ensure an
educated and happy beneficiary, dos and don’ts of selling, formalities involved in legal sale,

differences between legal and illegal sales, and their pros and cons.

Beneficiaries must be informed that the provision of free houses by the state is not sustainable. A
perception has been created that the state ‘owes’ everybody a free house. This has dampened the
intention of those who might be in a position to_help themselves, and can only be reversed if
ownership of their towns is to be assumed by communities. Funding allocations for community
facilities should be increaséd. . Municipalities must™ accept' responsibility for maintenance of
community facilities, but‘communities must assume ownership_of facilities, which should result in

less vandalism and lower maintenance costs, with higher resultant'ecanomic impacts.

Lastly, in the case of social housing institutions, it is suggested that an.exit fund should be made
available, because-the beneficiary contributed to the ‘welfare’ ofithe SHI. Beneficiaries do not get
anything when they move out of the project with*the result that they don’t even deregister meaning
that that they cannot be supported by government housing in the future. Beneficiaries should thus
be better educated on the reasons:and need.for deregistering. If they deregister, they should receive

an incentive. This will also motivate them to deregister.

‘4.4 ~ Enhance income generation post-housing assistance

There is a high level of unemployment in the communities supported by housing delivery projects.
Permanent job opportunities imust be created. Employment is the crux of creating sustainability.
Government departments and the Land Bankneed to come on board, and promote local economic

development in these communities:

Post-housing assistance, some beneficiaries are able to improve their employment, but the
employment status of many remains unchanged. To improve this, other than through increased
skills transfer and improved identification of location in relation to economic opportunities,
comprehensive, coordinated sustainable local economic development initiatives are required. This
should especially be a requisite in peri-urban, small towns, and rural areas where employment

opportunities are limited.

In social housing projects, economic opportunities should be infused, and business space provided
on the ground floor of all projects. This holds numerous opportunities and benefits for beneficiaries.

This should be a policy requisite.
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To date, limited provision has been made for designated commercial areas such as market stalls
and spaza shops as part of housing programmes. Beneficiaries currently convert houses to informal
shops because of the absence of commercial areas. To improve this, areas for trade should be
provided as part of the housing programme.

Business sites should be provided in all projects, as well as social infrastructure. These should be
determined through community profiles and facilities audits to ensure appropriate targeting of
facilities or business space created. Businesses and social facilities do not have to be established
immediately or by the Department of Human Settlements, but space should be made available if a
beneficiary should want to start a business later on. Space should also be provided for schools,
clinics and social amenities (if they have not been built or are not available close by).

In terms of increased economic impact;;more attention should be placed on creating cash flow than
on the value of the assets. Other activities to be undertaken: In an attempt to enable increased
income generation:

¢ Inclusionary housing.zoning: Laws should be revised to accommodate the needs of poorer
households and emerging businesses, for example inclusionary housing zoning. This will
require a greater degree of differentiation in types of zoning applied.as well as increased and
effective monitoring and enforcement.

¢  Upgrading, of existing household rental: A programme that incentivises the development of
new household rental should be implemented:

¢ Sub-letting: Households should be encouraged.and supported to sub-let units in and on their
properties. Good-quality backyard rental accommodation should be stimulated. In other words,
the home creates an ability;to generate an‘income. There is a reality. of renting that needs to
be supported. Many projects in (Gauteng now have a room with a separate entrance that can
be used for rental and income generation.

¢ Home-based enterprises: Households should be encouraged to use their houses as a base for
entrepreneurial activity.

¢  Upgrade informal trading areas: Informal.trading areas should be upgraded in a manner that
promotes-access to markets. —

¢ Emerging business premises and support: Innovative models that provide premises for
emerging businesses with appropriate business and linkage supports should be developed
(Urban Landmark, 2007c).

Municipalities will remain the primary implementation agencies for job creation post-housing
assistance, although various initiatives can be initiated by housing or brought to the attention of
municipalities in which housing projects are being delivered.

The Community Economic Development (CED) approach is seen as being important. It is a
community-based process that engages local communities to identify, implement and manage their

Kayamandi Development Services Page 111




Economic Impact of Government Housing Programmes — Draft report February 2011

own solutions to local economic problems through the commercialisation of community-owned
assets. CED is a process that increases and expands local ownership of assets and capital, and
leads to increased retention and reinvestment of wealth through greater circulation of capital in the
local market. Ultimately, CED activities seek to transform the second economy through community-
owned pro-poor employment and wealth creation.

The objectives of the CED approach are to ensure that the community can serve their own needs
and to create long-term improvements in living conditions. A particular opportunity is for the
development of car-pooling cooperatives, where shared use is made of a vehicle to transport
members regularly to and from town/work. A créche cooperative could involve mothers rotating the
duties of looking after the children of all the members for one day a week, thereby freeing up the
remainder of the week to look for and take up employment opportunities.

Community gardens should also be considered more actively, coupled with skills training. The key to
success of community gardens lies in equal adult resident ownership of the garden, a renewal of
tradition that now includes®women. That means that all receive equal ‘garden use rights’ once a
year. These they buy and sell among themselves so that, for the first time, a price arises. Ownership
brings a dividend, garden use rights,.which means that all are willing to invest cash and unused
labour. After the first year, they “buy’ their use rights for a_figure' below the ruling price of the
previous year. In that way, the garden, run like asdemeocratic property company, gains the income to
manage and to maintain itself, with monies left over for further investment:iThat investment can be
more than matched by equal membergabour.contributions. This formula can be applied to all jointly
owned resources: :grazing, irrigation, 'lorchards, shopsjworkshops, marketsy community banks or
savings and finance schemes, etc. A settlement canthen become a powerful, largely labour-driven,
investment and resource management body.

Other than community gardens, community banks, car-pooling, etc, there are community economic
development initiatives that are.aimed at establishing income-generating activities. One of these is
to establish a recycling depotior a buy-back centre. A lot. of money is spent yearly on clearing up
litter and illegally dumped rubble. This money could have been far better utilised on housing, and
other socio-economic developments. Separating recyclable materials — glass, paper, metals and
certain plastics — from the waste stream reduces the bulk of waste going to landfills, eases the strain
on our natural resources, and helps to create employment in the informal and formalised waste
reclamation sectors. By setting up local recycling banks or buy-back centres, scholars and
household members can obtain vouchers to spend at shopping centres or on school needs. The
recycling loop is complete only when materials that have been separated for recycling are
processed and remanufactured into new products, which are then sold. Examples of community
initiatives linked to recycling that could be undertaken locally include:

¢  Recycled outdoor plastic patio furniture

¢  Furniture from recycled materials

¢  Eco-friendly gifts and crafts from recycled materials
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¢ Agriculture and landscape related inputs: mulch, compost, fencing, etc
¢ Recycled office supplies such as stationery and paper products

Other types of income-generating CED projects to be considered by municipalities include:
¢  Bakeries and sweets production

Sewing and handicrafts
Soap production

Manufacturing of building materials and bio-degradable materials

* & 5 o

Bee-farming and honey production

Business incubator programmes could also be considered. An incubator can help to start up
business and to survive the start-up phasesin incubators people are held accountable and are not
left to their own devices. Inctibators iturn‘ideas into'businessés as they can access funding and
resources, assist with professional image and marketing, etci In essence, an incubator is a big
brother to a start-up business. There are several models, and some offer more than others, but the
common denominator is business support.

The establishment and maintenance of an.unemploymentidesk, with a skills register to support job
placements, whichgincludes a system whereby..temporary placed workers“are rated, is a cost-
effective yet important starting initiative to assist with improving livelihoods. /As an initial step, this
could be linked"to the Man on/the.Side of the Road (MSR) Project, which is aimed at linking
registered members with work=opportunities by providing clients with information about reliable
people with verified skills.

Lastly, as noted from“international experience, a housing employment initiative programme
should be considered, which enables housing to ‘open the door to new opportunities. Such a

' programme assists residents in obtaining the skillspand experiences necessary for successful

employment. The goal is to help individuals enter careers that offer good wages and upward
mobility. The programme could offer:

Specialised career planning and job readiness workshops —

Ongoing weekly employment support groups

Individual career counselling and coaching

Ongoing computer training in commonly used computer applications

Business communication classes

Tuition assistance for qualified individuals

Supportive services, such as transportation and childcare assistance (for qualified individuals)
Referrals to community resources

Assistance with job and internship placement

* & ¢ & 4 6 4 0 o

Retention and advancement services
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¢  Annual job fair and educational forum
¢  Summer youth programme for housing residents

For such a programme to be successful, partnering is required with educational institutions,
business support organisations, community organisations, district or municipal one-stop centres (if
available), etc.

Pl.s Improve quality, building materials and the use of renewable resources

According to an article in entitled ‘R58bn needed to fix govt houses’ it is noted that the cost of
rectifying and repairing badly built low-cost government houses is now estimated at R58-billion
(Thabane zulu, the director general of Human Settlements as in www.property24.com, 2011).
Accordingly the Department as still not'managed to find a way to prevent companies responsible for
building sub-standard houses from getting new contracts_and he called for the establishment of a
‘blacklist’ that will name and shame companies and individuals linvolved in dodgy building practices.
The development of suchjas blacklist should receive priority attention and should perhaps be done
in collaboration with the Department of Public Works and the partnering EPWP Departments.

There should alsesbe more focusson Using building “materialssproduced on site and utilising
renewable energy sources such as/solar panelsto'make houses more sustainable and economically
viable in the longsfun. Little or no improvements have been made in building materials since 1994.
Building materials®used today fofilow-costtheusing are similar to those used 'back in 1994, despite
the obvious room for improvement in materials and systems.

Van Wyk (2010) states that building materials can be improved to ensure a better-quality house for a
better living standard atithe same cost, or lower. Research by the CSIR showed that through using
innovative new building materials and methods, a 46% decrease in the amount of plumbing per unit,
and a 50% decrease in energy.use per unit can be achieved. This is crucial to decreasing service
payments for beneficiaries. In.addition, research showed that three units could be built with the
same material mass as two units, meaning that through.innovative technology and the same weight
of building materials, an entire extra housing unit can be built.
A relatively large percentage of beneficiaries are about unit quality. Although poor quality and
performance of government housing is due not only to contractors, but also to poor building
materials, it is possible to deliver a good quality house within the budget provided by government,
and too little money for the top structure is just an excuse (Van Wyk, 2010). By improving building
materials and technologies, an even better house can be built.

The building sector supports extractive industries such as sand, rock, and iron-ore mines to obtain
raw materials. These are non-renewable resources, and mining activities have detrimental negative
impacts on the environment. Alternative building materials in the form of renewable materials are
thus a possible solution. There is a trend towards ‘growing’ materials such as fibres and resin that
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can be used in the fabrication of materials. Provincial projects could be developed to grow these
materials with housing contracts or support agreements in place. This will create entire new
industries that will stimulate the economy. Developing farmers in arid areas in South Africa can farm
with resin plants to supply the manufacturers of building materials with raw materials. This will create
an entire new value chain, which will generate additional employment and enable maximising
economic stimulation.

Van Wyk (2010) suggests that housing units built by government should consist of at least 10%
renewable materials. This should be strongly enforced, and contractors and builders should be
penalised harshly if they do not adhere to these requirements.

Van Wyk (2010) revealed that research by the CSIR indicates that by using improved materials and
better building technologies in housing-foundations, one.ton of concrete can be saved per unit. If the
entire housing backlog of approximately 2.1 million houses:is'assessed, this amounts to 2.1 million
tons of concrete that can be saved. A 5 000-litre water tank erected next to every house will save
10.5 billion tons of water on'just the backlog housing. South Africa is & water-scarce country, and a
saving of that amount of water would have a tremendous impact on water availability and service
delivery in future./Government should invest in this, as it is in their best.interest. More than two
million water tanks .would be expensive;sbut they would save_money elsewhere, such as water
purification workS:interventions such as these would add value to the development, and to the lives
of the beneficiaries.

Continued research on new itechnologies and advances in existing and ‘newx(alternative) building
materials certified through Agrément'South Africa® should be supported:. Research is needed in
particular in building materials and new technologies to.improve the quality of houses.

4.6 Improve municipal service delivery and income generation

Housing developments will lead. to increased pressure.on infrastructure in a new node/area. This
cannot be mitigated, although proper planning.must besundertaken. Owing to the severe size of the
housing developments, the municipalities should‘inform authorities and bodies involved in the supply
of bulk services (suchas DWAF and Eskom) of the proposed geographic location of developments,
so that they can ensure they are incorporated into their demand projections.

Bulk infrastructure upgrades are expensive. Research is needed to find more cost-effective solutions
to infrastructure upgrades without impacting negatively on the existing infrastructure.

The large service payment arrears also need to be addressed. A national approach is to be applied
in writing off and normalising municipal service charges and rates arrears to expedite the issuing of
municipal clearance certificates.

%5 A centre whose primary business is the certification of non-standardised construction products.
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Lack of payment for municipal service delivery by beneficiaries is creating a burden on

municipalities. In terms of increased recovery of rates and taxes, many government housing projects

have prepaid meters for electricity and non-payment results in electricity being blocked for usage.

However, the same does not apply to water usage. These means of ensuring recovery of rates and

taxes utilised by local municipalities should be rolled out to all municipalities in the country:

¢ Many municipalities take no steps to ensure rates and taxes are paid, other than submitting
monthly accounts.

¢ In social housing projects, rates and services are included in the rent and a ‘no-pay, no-stay’
policy is implemented.

¢ Some municipalities institute a services restriction policy, based on a 50/50 rule. When a
beneficiary pays for reinstating.the service land for-obtaining services, 50% of the amount
spent is deducted from the, amount owed, and the other 50%,is used to provide services to the
beneficiaries.

¢ Consumer education and mass meetings have been held t0 ensure that beneficiaries
understand thesneed for service recovery.

¢  Satellite offices have been openedrup next to oruin housing delivery projects to assist
beneficiaries’in opening up consumer accounts

¢ Large sernvices accounts accumulated by beneficiaries during construction are written off in

some instances.

4.7 Improve location, density and access:to economic opportunities

In order to improve,access to economic opportunities and enable structural and spatial
transformation of the previous Apartheid regime, improvements to location and access to amenities
are required.

Government should strive to normalise the housing market.'In theory, the value of any house should
increase in value, but in low-cost housing, this is not always reflected. This might be due to poor
built quality, but also to poor location. In this sense, if a house is poorly built in a bad location, it is
not an asset. The easiest way to ensure an increase in the value of a house is to improve the
location. Government should focus on building homes in economically active areas with good
services, and promote the use of the house for economic benefits and purposes.

Over many years, government has made wrong investment decisions, building housing
developments on the outskirts of town and in the middle of nowhere. By moving these developments
closer to town and cities and economic opportunities, a significant difference can be made to the
lives of beneficiaries of housing assistance. There is merit to the argument of limited land
availability, but that should not stop government from trying to improve the location of housing
developments and accessing well-located state-owned land.
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Many inner city buildings are standing vacant, and they are the perfect solution to a large portion of
the remaining housing problem. These buildings are ideally situated in terms of location (close to
economic opportunities, etc), and are already connected to bulk services. Even though extensive
upgrading and refurbishment are needed in many cases (which will inevitably be expensive), this is
still better than locating people on the outskirts of towns and cities. This ‘redevelopment’ of areas will
solve the issue of inner-city slums and the housing crisis at the same time, with people having direct
access to good services and employment opportunities.

Inner-city housing developments (which is mostly rental), is in high demand, especially by the youth
in South Africa. There is a bit of resistance towards rental housing from beneficiaries in all age
groups and culture, as many desire their own house on a separate stand. The needs of different age
groups and cultures need to be cateredifor'as far as possible in the market strategy of government.

The design and layout ofléw=cost housing projects that have been used over the last 16 years also
have to change. The firstidecade of housing delivery was mostly menotonous in that the projects
looked identical. Every project should be unique, and this should be conveyed in its appearance.
Surveyors are often responsible for the grid layout of these settlements, and too little time or none is
spent on the design.and beautification of'projects. Urban designers-and ‘architects have to become
involved in the "design and layout of a project;"as/a multi-disciplinary approach increases the
functionality and ultimately the success of any development. The argument that service delivery is
easier and cheaper if a grid pattern. isifollowed does not hold much value, as a slight increase in
expenditure on seryice delivery.will have enormous impact on the quality 6filife:of residents of these
projects. The additional R500 or R1,000 spent on the design and installation.of services per unit can
result in a 200% increase in quality of life. Government must decide which'is more important.

Government housing projects are not always able to address the social proximity aspects of
sustainable human settlements, as the location of the projects is not always ideal for sustainability.
This is mainly because social_amenities aré nét'in close proximity and there are no employment
opportunities close by. The delivery. of all required ‘amenities and job opportunities within close
proximity to the housing project needs to be ensured as far as practically possible.

Densification, infill development, and containing outward expansion of urban areas are required.
Sustainability has been a goal only over recent years. In previous years, more single residential
units were built. Now the focus should increasingly be on maximising resources and infrastructure.
Housing subsidies should include double-storey buildings, and possibly a minimum density in low-
cost housing projects of, for instance, 60 units per hectare needs to be enforced.

Houses should be designed and constructed in such a way to break the monotony: for example

single storey, double storey, free standing and semi-detached houses. Streets and houses should

not be in a straight line. Parks and playgrounds should be incorporated. Subsidy houses should be

integrated with other programmes such as social, GAP housing and credit-linked houses. Designs
14
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should be aimed at energy efficiency and use alternative technology.

Issues impacting on the overall sustainability of housing are good location and higher densities;
integrated approach to development; affordability of housing and services; a sustainable livelihoods
approach; community participation; meeting the needs of vulnerable people; appropriate tenure
choice (ownership, rental, rent-to-buy, etc), a range of housing typologies, good design and quality
construction; and capturing land values.

Though many more recent projects are well integrated and sustainable, there is seldom enough
transport to the location and no direct access from active areas. In the interviews it was suggested
that the bicycle system should be implemented more vigorously in certain housing development
projects. The Department of Transport has the responsibility of providing sustainable, reliable,
affordable and environmentally friendly transport solutions.that meet the needs of the users. Owing
to the escalation in food.prices, and continuous hikes in.petrol_price and fares, most low-income
people cannot afford the cost of transportation. In many cases,.families have to contend with non-
existent or poor transport infrastructure and lack of public transport tofaccess learning, social, health
and other facilities. Cycling as agow-cost mobility alternative could serve as a catalyst to socio-
economic transformation. As such, the Department instituted the Shoeva, Kalula national bicycle
programme to promote bicycle transport in South Africa ameng“low-income earners, the youth,
women, and farm workers in rural‘areas, townships, and medium-sized cities. This initiative should
be supported inthousing projects.

Through better ‘enforcementof'the EPWP and other recommendations made, government housing
programmes could largely improve, in transformation of the economic structure inherited from
apartheid. However, simultaneously, ‘because many, municipalities across the country are still
grappling with integrated development plans (IDPs) and spatial development frameworks (SDFs), as
well as a myriad of other constraints such as limited land, lack of appropriate evaluation and
selection criteria, lack of finances, etc.a humberof housing delivery projects during the current BNG

regime are still being built along apartheid system lines.

There should be better spatial planning in government housing projects. Housing relies on the IDP,
which is the municipalities’ five-year working document. If a need for housing is not identified in the
IDP, then it cannot be provided for; therefore the quality of the IDPs has to improve. Municipal
human settlement plans as part of IDPs — which aim to coordinate housing development to promote
urban and social integration, as well as poverty alleviation and wealth distribution — require vast
improvement. The plans require spatial identification of future growth in relation to current and future
economic job opportunities, to enable proper identification of settlement planning.

Economic and demographic scenario models are suggested to be used to give realistic future
interpretations of growth in the format of land-use development per sub-place per period for the next
20 to 30 years. These models should take into account historical trends as well as future scenarios
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developed around:

HIV/AIDS pandemic and associated effects on population and economic growth
Natural population growth trends

Migration (domestic, international and illegal)

Global and South African economic growth scenarios

Economic sectoral growth

Future growth areas and nodes

* & & & 5

Spatial initiatives.

The research to be incorporated includes land use and land availability, demographic, economic,
and spatial forecast. The objectives of such a detailed study will be:
¢ To determine present population and.secio-economic characteristics

¢  To provide estimates of“future. growth, based on' histori¢ trends and future growth scenarios
(20 to 30-year period)

e To develop demaographic and economic models to provide ‘estimates of the future size and
distribution of people and economic activities.

¢  To providetake-up rates of individual developments and densification

The research suggested must detail what is currently taking place, and”then undertake future
scenarios and growth analyses for each of the land.uses, based on the expected growth. The results
must then be represented spatially;“taking into.accountsenvironmental limitations or development
constraints. Future 'spatial representation of demographic, economic and physical components of all
the land uses should then be made “available_to. municipal planners and incorporated into the
Municipal Human Settlements Plans aspart of municipal IDPs.

A map of the combined developments, from the spatial plans, must also be developed from which
appropriate future planning canibe undertaken. This_should include existing urban areas, industrial
developments, new developments, ;areas of g/rowth, subsidy housing, additional households
demand, commercial developments, land availability, densification, population growth, etc. The key
is to enable locating settlements with economic opportunities. _
As is increasingly the approach, informal settlements should be incrementally upgraded where
appropriate, rather than automatically relocated (unless unavoidable). A register of all informal
settlements must be kept. Informal settlements must be counted and ‘ring-fenced’ (as is taking place
in Gauteng). All new informal settlements that are not registered should then become the
responsibility of the local government. This is difficult, as the number of informal settlements keep
growing, owing to increasing population. Gauteng is probably affected most, because of the large
number of people migrating there in search of job opportunities.
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[4.8  Address property market and ownership

Many beneficiaries of housing assistance are unemployed, and do not have funds to undertake
maintenance. They now have a home, but still no food on the table or clothes on their backs. This is
why it is understandable that beneficiaries are selling their houses for meagre amounts.

A number of beneficiaries have to sell their houses or rent them out and go where there are jobs. To
improve this situation, the renting and selling of BNG houses needs to be addressed. Consumer
education is important, and the beneficiaries should be educated in terms of the full value of their
asset. A simple sales office and more structured system (such as council signed letters) should be
put in place to formalise informal undertakings for beneficiaries wanting to sell their houses in the
interim. Such a sales office should make use of information through estate agents, brokers,
beneficiaries, etc. Improved information will support upward mobility of people who can derive value
for sales and horizontal mobility where'they can move fromi‘ene area to another.

However, this will still resultin continued informal sales, which have far-reaching negative economic
effects. When sales take'place informally, they do not improve nationsbuilding, and result in loss of
value. Because most secondary'market activity takestplace outside the deeds system, this will
become a huge ‘challenge for deeds_registering over_time. Increased access to the deeds
registration system is required. To/decrease informal_property trade, perhaps the sales restriction
should be lifted*This should improve the prospect of ising the house as collateral for a loan.

In other words, the process of‘0btaining a house.and.full’ownership of the héuse as an asset should
be improved and speeded up to contribute effectively to structural transformation. Land ownership is
still only in the hands of the minority.\The Department'of Rural Development and Land Reform must
increase their budget in order to assist.

Full ownership of subsidy housing should be reconsidered in low=income housing developments to
more closely resemble that of sécial housing.«As management body, as with shared-title
developments, should be contemplated. This should. be cost effective in higher density
developments. A management body or an effective support mechanism should be implemented to
assist individuals in-participating in the secondary housing market. The management body, which
could be community driven, must ensure effective maintenance and management of common areas,
implement regulations, monitor sales, etc. Improved management will improve the perception people
have of those places, and they could eventually become places where people would like to buy.

Improved municipal investment in developing priority areas is critical. The municipality has un-
mandated funding, and must increase investment in whole areas. National and provincial
government should provide focused support to local government to assist them in committing higher
levels of investment and management, in order to secure the improved investment grade of
government housing support areas. Area development should be put out to tender, as was done in
Motherwell, where a developer is now developing the entire area. This tender is the first of its kind
and is ground-breaking. In improving property market areas to realise increased value,
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municipalities should increasingly consider private/public partnerships. Obviously different sub-
markets require different interventions because some still require services in informal settlements.
Housing stock needs to be seen as a social net and townships must be created as places where
people live that are clearly linked into the economy.

4.9 Enhance departmental collaboration and coordination

All parties impacted on by housing development should come on board, such as the Department of
Water Affairs, Eskom, and Department of Labour. A collaborative and coordinated approach to
housing is needed to make it a success, and it should not be the sole responsibility of the
Department of Human Settlements. But it is important to give a clear outline of responsibilities and
deliverables to ensure that each stakeholder knows exactly what to do in the process. In other
words, a multi-sectoral approach is required to enhance economic development potential.

These parties can provide _joint funding to support land-acquisition, housing developments, and
innovation in building materials and technologies. For instancej. water tanks will benefit the
Department of Water Affairs in the long run; solar geysers/panels to heat water for household uses
will benefit Eskom; and labour-intensive technologies will affect the Department of Labour. If Eskom
is involved from‘the planning phase, provision of electricity can be made-gasier. If more people are
living closer to job=opportunities ‘and schools, less money willsbe required. by the Department of
Transport for transporting people. It is therefore of vital importance to makesthe stakeholders aware
of their interest in“housing development, and how they can benefit if a different approach is taken.

Lack of integrated budgeting™is, a key issue. Policy is in place, but_the ‘funding sources are
fragmented. For example, some housing. projects include a school, but this'school probably will not
be built because of funding problems in'the Department of Education. Infrastructure funding, such as
the MIG, is available, but are not always aligned. To improve, this it is suggested that the term
‘sustainable human settlements’ should be defined by the National Department and included in the
policy.

There is also a lack of integrated p]anning ande« support from all the departments in local
municipalities. During the planning phase, the efforts of all departments of municipalities should be
drawn together to inform the housing project. Better coordinated planning is required.

There is currently a lack of coordination as government departments are working in solo. Only if all
the parties come together and work collectively can sustainable human settlements be achieved.
Provision of other forms of activities in the communities that will sustain them after the housing
project is complete is of vital importance. This is where the various sectors of government come in
and should work collectively to create sustainable settlements.

Financial institutions must increasingly come on board. Increased access to credit is also required.
The banks’ performance is both a cause and a consequence of the performance of the secondary
market. Since banks are not lending, the performance of the market is undermined, but since the
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market is not performing, lending patterns are undermined. Various loan products should be
developed and property-based collateral should offer security for loans for business finance and
other income-generating opportunities, linked to savings and insurance cover, etc.

The private sector as well as NGOs, CBOs, and developers must also join forces. Sites reserved for
commercial development and playgrounds should be utilised accordingly. Government departments
cannot afford to hold weight independently. The communities should take ownership of the facilities
provided. Community forums should be established to ensure facilities are maintained. Every citizen
must participate. Public/private partnerships are important. Private sector investment is needed, but
the private sector is slow to contribute and invest because of what they have seen and heard
(corruption). Greater commitment in general towards sustainable human settlement development is
needed.

The roles of supporting departments are briefly:
¢ Land Affairs: Land-use management and other planning-legisiation, relating to vesting and

transfer of state land and the rural housing programme.
Department;of.Rural Development and Land Reform: Managing and distributing land.
Public Works: EPWP, asset register;the state land register.

¢  Provincial & Local Government: Urban-Renewal Programme and Municipal Infrastructure
Grant Programme, operational and maintenance budgets for municipal social amenities.
Municipalities. need to take part in a bigger way..At present there.are many projects that
cannot be ‘implemented because municipalities cannot provide the bulk services and do not
sign service agreements.

¢ Environmental Affairs: To ensure streamlined approval process of land-use applications and
urban edge extensions in line with the environmental potential atlas.
Justice: Relating to the vesting and transfer of state land.
Science and Technology: Innovation, technologies and indigenous knowledge.
Arts and Culture: Role of rartists and designers'in settlement creation, and support of
heritage.
Health: Provision of-primary healthcare and créche facilities requires consultation.
Sports and Recreation: Provision of sports facilities requires coordination and consultation.
Transport: Provision of taxi ranks and the role of transport subsidies vis-a-vis housing subsidy
and land for housing, requires discussion and coordination.

¢ Home Affairs: Expedient resolution of illegal immigrant problems that may be identified at
community survey stages.

¢ DPLG: To ensure that funding is supplied for bulk and connector services for the priority
projects, to assist with the capacity building and restructuring of municipalities where required,
as well as town planning legislation to facilitate fast tracking of development.

¢ Education: Alignment of planning of school facilities with township development progress.
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One of the provincial departments has a memorandum of understanding (MOU) with the Department
of Social Development. Based on the success of this, it is proposed that the head of each provincial
department use coordinating structures and MOUs with all departments identified above (and
others) to improve collaboration and coordination.

Government must find a way of streamlining the process to ensure quicker housing delivery with
fewer problems along the way.

It is widely acknowledged that the current housing development approach will not meet the current
and future backlog. Alternative development and delivery strategies, methodologies and products
are needed, including upgrading informal settlements, increasing rental stock, and promoting and
improving access to housing opportunities in the gap market. '

Provincial interviews stated that government must enter intopublic and private partnerships to
reduce the backlog of housing. Private developers should also be forgedsto reserve a portion for low-
income projects within their developments.

However, accelerated delivery requires greater rental and greater upgradesof informal settlements.
Good planning can'serve as a catalyst for economic development and job creation.

The Affordable Rental Housing“Programme insthe Department of Human Settlements is one of the
initiatives towards "eradication of housing backlogs, through provision of rental housing for low-
income people who cannot be accommodated.in.the formal private rental.market. Although the scale
has been limited, two rental housing programmes have been introduced-in the form of community
residential units and secial housing.

Interviews with provincial departments indicated that_beneficiaries should be allowed to purchase
and own serviced sites. This willincrease the spend of housing delivery.

The research has shown that the housing financing breakdown or split will remain a problem for as
long as it is financed by the government. If beneficiaries had to pay a portion of the costs, they
would value their houses more. Fully financed houses should be given only to deserving individuals
and a improved process of identifying them should be followed.

Government is a passive observer in the entire process of housing delivery. They provide funds, and
are not really hands-on involved in the rest of the project, from planning to construction to final
delivery. To rectify this, government has to become actively involved in the housing delivery process
to ensure the desired results.
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[4.11  Improve monitoring and evaluation and the HSS database

Monitoring systems are not well developed, and monitoring and evaluation are still aimed mostly at
numbers and quality of structures because of the lack of criteria to measure the socio-economic
impacts on people and places.

One of the key challenges is capacity shortage. Project managers are supposed to check the quality
of each project, but capacity shortage means that they do not ensure quality, never mind other
targets. Improved monitoring and evaluation requires addressing human resources needs and
capacity at provincial and local level because these sections are generally small and under-staffed,
which results in poor monitoring.

To improve diligence and commitment by all stakeholders, employment equity levels have to be
monitored, and council should insist on skilled personnél.in allareas. A large number of officials sit
in council for the benefits'(car allowance, medical aid, cellphonesallowance, etc), not because they
are passionate about what they are doing. To improve this, the right people should be appointed for
the right job, and rewarded for their performance. A clear distinction should also be made between
politics and administration. Continuous training of personnel is required.. Committed quality-control
officers should ‘besemployed per project and they should have.incentivesto keep them focused and
committed to their work.

According to some municipal and..provincial_officials, quality is not an issue of monitoring, and
monitoring has 'no'impact. In“addition to improved monitoring and evaluation; ithere is greater need
for education and clarity on the effects and importance of monitoring andsevaluation and resultant
increased accountability.

Some have reported that monitoring system has been improved, because it has now been aligned
with EPWP criteria. However, the 'study results revealed that limited strict EPWP criteria are being
followed.

An improved system must be implemented, which determines whether policy is effectively and
efficiently being met, and for_monitoring the impacts of government housing expenditure on the
population and space economy of an area. This should be aligned with scorecards with targets for
employment, skills transfer, etc. The proposed indicators for monitoring the economic impact of
government housing programmes should be easily administered and should take into consideration
the shift to the development of sustainable human settlements.

Lessons can be learned from two provinces, namely Western Cape Provincial Government, which
has developed a model for application in evaluations; and North West, which uses a one-page
monthly progress sheet to capture project-related information, including job creation and labour
intensiveness. Other provinces reportedly undertake monthly progress reviews, but no detailed
progress monitoring sheets have been noted.
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The housing evaluation criteria developed by the Western Cape Provincial Government (2006) are
as follows:
¢ Economic efficiency (prosperity)

+ Enhance economic security and/or promote employment (job creation): access to
economic opportunities (eg low and medium skilled)

+ Promote an affordable range of options: ability to leverage resources: ability to mobilise
commercial housing finance, cross subsidisation of housing by other departments, mixed
uses including commercial, business industry (hives), mixed income communities.

+ Promote optimal use of space and infrastructure: extent of bulk infrastructure (existing):
bulk services, eg water, sewerage, electricity and roads, transport capacity, including public
transport linkages, provision of higher density housing which supports efficiencies such as
along major routes (eg publicitransport corridors/routes/interchanges), around open spaces,
and underdevelopedsites.with development potential

+ Promote economiciactivity and SMMEs: layout and/or ‘design promoting and/or supporting
economic activitiés, eg support to small business sector ‘development and building
connections between the second and first econorhy

+ Make provision for commercial/lSMME activities (eg innovative designs and layouts which
provide scommercially feasible formal and informal small businéss premises and trading
areas)

+ Foster ‘ereativity: ability/measuréssto reduce risk and enhance access to commercial
housing credit (redressyredlining) and application of alternative construction methods to
promote cost efficiency and/er employment creation.

¢  Social justice (people)

+ Enhancing quality of life and access to resources: improved access to social development
resources — reliable basic services (education, recreatiohal, cultural, health, welfare and
policy). This could be ‘achieved through.thequality of design (for example the strategic
location of the project close.to such amenities and/or through the provision for the amenities
within the overall project development plans)

+ Promoting social and spatial integratﬂw: proximity to and/or linkages with other income or o
social groups/communities (extent of integrated/mixed communities and income groups (in
close proximity)

+ Building communities (including upgrading of informal settlements): involvement of
communities at early stage in planning process and establishment/implementation phases.
Note evidenced by records of community consultation, provision of beneficiary lists,
community management and ownership structures and plans (eg community forums, body
corporate and trusts), and provision of new social facilities and amenities integrated with the
project
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g

Ecological integrity (planet)

+ Atftaining sustainability (eg incorporating ecologically sensitive settlement design
alternatives). compatibility with existing cultural landscapes, artefacts and buildings,
application of building materials to conserve costly resources (recycling, insulation, solar
heating), demonstrate the minimisation of the consumption of scarce environmental
resources: water and electricity, promote ecologically sensitive settlement design
alternatives (eg water saving potential, waste disposal, power, appropriate orientation),

must have an EIA (if relevant).

The monthly progress sheet used in North West is designed to capture:

*

Project information: Project HSS number, project name, developer, project manager,
number of stands, date _of “Contract signing,date construction commenced, housing
programme, local authority;<township, town, average household size, average erf size,
longitude and latitude

Subsidy information: number of subsidies, number of applications to PHB, number of
beneficiaries.approved, and number of disabled.beneficiaries approved

Design and installation of services.information

House construction information

Job creation information: total number of jobs created (temporary), total jobs created
(permanent), percentage of womeén eémployed, number of local contractors used, daily wage,
percentage’ unskilled labour, percentage semi=skilled labour, percentage skilled labour,
percentage non-local labour/professionals, EPWP conditions met Y/N, mechanisms used to
ensure that transfer of skilled labourers becomes a success, number of women employed,
number of youth employed, number of disabled people employed

Financial information: original approved amount, plus geotéchnical allowance, plus inflation
adjustment, plus disability allowance, ete:

General comments and hindrances to project completion: land availability, services
agreement, EIA, availability of bulk services, capacity of municipality, township registration,
geotechnical conditions, sub?idy admin approval, non performing contractors, final cg;t, cost

escalation, community conflict, payment delays, acts of God, other.

It is important that the necessary monitoring and evaluation (M&E) infrastructure and frameworks
should be put in place now if future large-scale economic impact assessments are to be
commissioned. Such M&E infrastructure and frameworks will enable future officials and other
stakeholders to keep better records of data and provide such data on a needs basis.

For this study, these core indicators were evaluated through desktop reviews and numerous

stakeholder workshops, which should be incorporated into an M&E sheet:
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¢  General project information

Project name and number

Project location: Local authority, township, town, longitude and latitude
Subsidy instrument type

Project duration: project start and completion date

Project status: started/active, in-active, completed

Type of tenure

Size: Average erf size, average stand size, average household size

¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢

Name of developer and project manager
¢ Housing expenditufe and delivery

+ Delivery of housing units: number of approved and completed top structures, number of
approved beneficiaries and number of actual beneficiaries

+ Expenditure: approved budget, actual expenditure, including variations, breakdown of
expenditure on, land" provision cost, top structure costyinfrastructure provision cost,
professional fees'cost, hidden costs, other costs, and total projeet cost

+ Gross Natienal Product (GNP) and additional.business sales

+ Employmentduring construction.and operation

* Financial impact

+ Local municipality tax base: total value of accounts submitted, value of additional income
generated, cost of freelbasic Services, value of additional expenditure, optimal use of
infrastrueture (bulk services existing) i

+ LM bulk infrastructure and.service delivery: type of basic services provided, contribution
by LM, change in workforce, additional expenditure on bulk infrastructure upgrades, and
cost of service delivery

+ Social amenities provision: value per type of LM invéstments, value per type of other
departments’ investments, other investments attracted. Specify investment source, type of
investment, year of investment, rand value of investment

¢  Job creation and income impact

+ Expenditure allocated to SMMEs and BEEs: projects allocated to SMMEs, projects
allocated to BEEs ‘

+ Project employment: total employment in man months, employment distribution per skills
type (skilled, semi-skilled, unskilled), employment distribution of special groups (women,
youth, disabled), labour intensiveness and on site materials construction, daily wage per
skills type, EPWP conditions

+ Contractors’ expenditure: Breakdown of expenditure, Local expenditure, Availability of
local materials and project delays, profit margin

+ Skills development: qualifications of workforce, training type and duration

+ Beneficiary income: employment status pre/post assistance, income per source pre/post
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assistance, livelihood and income generating ability pre/post assistance, Use of living
quarters for home based income earning activities, renting out living quarters (or part)

+ Beneficiary expenditure: expenditure breakdown pre/post housing assistance,
expenditure on housing maintenance and upgrading/extensions per unit per annum,
ownership of households goods pre/post housing assistance per type, housing assistance
affordability

¢ Impact on human capital of beneficiaries

+ Use of house (or housing support) as an asset (present and future): Access to title,
use of living quarters as asset/collateral for loans, Expansion/additions/renovations, future
sale plans, awareness of informal sales, house price reductions, range of tenure options

+ Exposure to criminal activities: 'Level/ and' type of criminal activity pre/post housing
assistance

+ School/work performance: Time available for work/study, ‘work/study stability, expected
education attainment, expected work attainment

+ General health: Cost of health services 'pre/post housing assistance, General health of
surrounding. environment/pre/postsassistance, Access to_health services pre/post housing
assistance
Desirability of location: Access to infrastructure and social amenities pre vs. post housing
assistance, access to.economic and.urban oppertunities, time and costs to destinations
pre/post housing assistance, access to natural resources, sense of attachment to area,
transport capacity and linkages, supporting.targeted growth sectors, higher density of units,
alternative construction methods, access to eéconomic opportunities, mixed use including
commercial and business industry (hives), 'mixed income communities, underdeveloped

sites with development potential

In addition to improved monitoring @nd evaluation a need for improving record keeping of the HSS
database is required. When the HSS database is compared with official delivery and expenditure
statistics, it is evident that the database contains only about 69% of official housing delivery statistics
and 67% of official expenditure. Furthermore, according to the HSS database, social housing
represents 41% of houses completed and 53% of expenditure. Based on discussions with
department representatives, it was felt that this database does not provide a true reflection of the
programmes. A major limitation to future research is the lack of a sample frame. Though it is
probably impossible to improve the historically captured data, future attempts at improved HSS data
collection aligned with official expenditure and delivery is recommended.
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Government has an important role to play in research and development (R&D) in order to support
the productivity and competitiveness of a country. This is recognised by national government. South
African Development Indicators (2010, 13) states, ‘R&D is vital to a country’s economic growth as it
determines its future competitiveness. South Africa seeks to maintain R&D expenditure of at least
1% of GDP.’ Although the government has come close to reaching the 1% target, it has not reached
it yet. In monetary terms, expenditure on research and development has been increasing steadily
over the years as it increased from R2.8 billion in 1991/1992 to 18.6 billion in 2007/2008.

R&D also has a role to play in housing developments as it could assist in improving the approach to
providing suitable housing, housing typologies, enhancing economic impact, etc.

Figure 4.1 below illustrates the spending that has been provided for research by the Department of
Human Settlements. This_spending‘is indicated for the 20032010 period because the directorate

that is solely responsible forresearch began to operate only in 2003.

Figure 4.1: Spending on researchiand development by the Department of Human Settlements
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Figure 4.1 illustrates that a very small proportion of the Department of Human Settlements’ budget is
spent on research, with an average annual expenditure in research of 0.05% of its total expenditure.
While it is encouraging to note that research has been given some consideration, albeit marginally,
the overall impact or utilisation of the research has not yet filtered down to grassroots level.

In short, major advances have been made in short period of sixteen years and in recent years
homes are being emphasised over houses, quality over quantity and communities over residential
developments.

However more expenditure on R&D is required. The CSIR and other. research institutions are
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available for research to improve the entire government housing aspect; they just need funding and

support from government.

More research on allocations versus expenditure is necessary. This requires improved and
continued monitoring on amounts spent and sources of funding (government department, private,
international, etc). Information must be of such a nature that the true impact of government
investment can be defined. This includes the number of jobs created, and facilities provided and

whether they are being effectively utilised.

In short, to maximise the multiplier impact of the National Housing Delivery Programmes the

following should be aimed for: »
Implement policies that assists in maximisingrlocal job creation and ensure that the benefits

are also felt within the smallereconomies. Consider using.enforcing EPWP (or similar) criteria.
Ensure that the sites identified for housing development,are well placed with adequate
densities that improves the level of accessibility of households,to economic amenities and

. .

economic opportunities.
Address property market and ownership.

Enhance income generation’post-housing assistance.

Improve consumer education:

Improve municipal service delivery and income generation.
Increase the-productivity of workers.

Improve unit quality and decrease unit costs.

Improve building materials and the use of renewable resources.

Ensure maximum_skills transfer.
Increase implementation to eliminate housing backlogs.
Enhance departmental collaberation and coordination.

Improve monitoring and evaluation and'the HSS database.
Ensure increased and continued research and development on a myriad of topics to assist in

* & & & 4 & 0 0 2 0+ 0

improving cost, approach, building materials, housing typologies, location, etc.

Page 130

Kayamandi Development Services




Economic Impact of Government Housing Programmes ~ Draft report February 2011

BIBLIOGRAPHY

e -~

¢ Baade R.A, & Matheson V.A, 2004. The Quest for the Cup: Assessing the Economic Impact
of the World Cup.

¢ Biermann, S 2006. A sustainable livelihood cost-benefit model to enhance the understanding
of the dynamics between low income housing and location. Town and Regional Planning
(Special Edition December 2006). '

¢ Botha RF, Greyling L, Heyns J vd S, Loots AE, Schoeman C, vd Bergh, J. & Van Zyl G, 2001.
Introductory Economics: Principles and Issues from a South African Perspective.

¢ Bramley, G and Karley, N K 2007. Homeownership, Poverty and Educational Achievement:
School Effects as Neighbourhood. Effeets. Housing Studies 22 (5) (September): 693-721.

¢ Center for Housing Policy 2007. Positive Impacts “of Affordablé Housing on education: A
Research Summary.

¢ Charlton, S 2005. *Taking Stock: Outcomes\ of the South African subsidy scheme.
Presentation. School of Architecture and Planning, University of the Witwatersrand, July.

©  Charlton, Sarah, Silverman, Melinda and Berrisford, Stephen 2003% Taking Stock: Review of
the Department of Housing’s‘Programme, Policies and Practice (1994=2003).

¢ Coetzee, Mun d. Local Pathway to Sustainable Development in{South Africa: Summary

~Document on the IDP LA21, Relationship for publication and dissemination at the World

Summit.

©  CSIR, nd. Sustainability Analysis of Human Settlements.

¢ Daniels M.J, 2004. B‘eyor,ld Input-Output Analysis: Using Occupation-Based Modeling to
Estimate the Wage Generated by a Sport Tourism: Event.

©  Department of Public Works 2006. Property Sector Transformation Charter.

¢ Development Action Group, n d.:Sustainable medium-density housing — A Resource Book.

¢ Dohmen, T 2005. Housing, Mobility and Unemployment. Regional Science and Urban
Economics, 35, 305-325.

¢~ DPW 2005. Framework for Monitoring and Evaluation of the Expanded Public Works
Programme.

¢  DPW 2010. Construction sector Broad-Based Black Economic Empowerment Charter Version
6.

¢ DPW 2010. Expanded Public Works Programme Summary of Core Definitions for Monitoring
Purposes.

¢ Dwyer L, Forsyth P, Spurr R & Ho T, 2004. The Economic Impact and Benefits of Tourism in

" Australia: A General Equilibrium Approach.
¢  Kasimati E, 2003. Economic Aspects and the Summer Olympics: a Review of Related
~ Research.

Kayamandi Development Services Page 131




Economic Impact of Government Housing Programmes - Draft report February 2011

¢ Kirkup N & Major B, 2006. Doctoral Foundation Paper: The Reliability of Economic Impact
Studies of the Olympic Games: A Post-Games Study of Sydney 2000 and Considerations for
London 2012.

Knight R, 2001. Housing in South Africa.

¢ Madden J.R, 2002. The Economic Consequences of the Sydney Olympics: The CREA/Arthur
Andersen Study. \

¢ Napier and Nana Ntombela, n d. Towards Effective State Interventions to Improve Access by
the Poor to Urban Land Markets.

# National Department of Housing, 2003. A Social Housing Policy for South Africa: Towards an
Enabling Environment for Social Housing Development. National Department of Housing
2005. Housing Atlas: National Spatial Investment Potential For Housing,

¢  National Department of Human' Settlements 2004. ‘Breaking New Ground’: A Comprehensive
Plan For The Development.Of Sustainable Human Settlements.

¢ National Department* of Human Settlements 2009. Sustainable Human Settlements:
Understanding the Settlement and the Sustainability Factors ‘€onceptually Grounding Human
Settlements’,

¢ National Départment of Human Settlements. Department of Human Settlements Annual
Reports 2003 - 2010.

National Treasury, 1997 — 2010. National Budget

Preuss H, Seguin B & O'Reilly N, 2007. Profiling Major Sport Event Visitors: The 2002
Commonwealth Games.

Prinsloo J W & Smith, H. Developments In.kixed Capital Stock: 1960-1995.

Quantec Research. Standardised Regional Data.

Riccio, J A 2007. Subsidized Housing and' Employment: Building Evidence about What
Works.’ Prepared for Reuvisiting Rental Housing: A National Policy Summit, November 2006.
Rust, K 2004. Workings of Township Residential Property Markets.

Rust, K 2008. Investigation into the Perceived Impact of Market Distortions Ostensibly Created
within the Residential Housing Market as a Result of Government Subsidies.

Sexwale, Tokyo, 2010. The Presidency Development Indicators Report.

Sexwale, Tokyo, April 2010. Address by the Minister of Human Settlements, Tokyo Sexwale

MP, on the occasion of the Human Settlements Budget Vote.

¢ Shisaka Development Management Services (Pty) Ltd in Association with CSIR Built
Environment, 2006. Home Based Entrepreneurs.

¢ Social Housing Foundation 2009. Cost-Benefit Analysis: Social Rental Housing and RDP
Housing.
Social Housing Foundation 2009. Cost-Benefit Analysis: Think Pieces.
South African Cities Network, 2007. State of City Finances Report.
South African Human Right Commission (2004). The Right of Access to Adequate Housing.

Kayamandi Development Services Page 132




Economic Impact of Government Housing Programmes — Draft report February 2011

5th Economic and Social Rights Report Series 2002/2003 Financial Year, 21 June 2004.
South African Reserve Bank, 1994 — 2010. South African Reserve Bank Quarterly bulletin.
Statistics South Africa, 2010. Concepts and Definitions for Statistics South Africa, Version 3.
StatsSA Labour Force Survey, 2000 — 2010. Statistics South Africa.

The Presidency, 2006. National Spatial Development Perspective.

Thubelisha Presidential Study n d. Presidential study: Housing Infrastructure Investment.

® 4 & & o &

Urban LandMark 2007b. Voices of the Poor: Community Perspectives on Access to Urban
Land.
Urban LandMark 2007c. Overview of Urban Land as a Commodity in South Africa: Research

*

Findings and Recommendations.

Urban LandMark 2008b. Urban Land Markets and the Poor: New Findings

Urban LandMark 2008c. How the"Poor /Access, Hold and Trade Land.

Urban LandMark 2008ds Competing for Urban Land! Improving the Bidding Power of the Poor.

Urban LandMark 2008e.'The dynamics of the formal urbaniand:market in South Africa.

Urban LandMark and UN Habitat 2008. Africa’s Urban Land Markets: Piecing Together an

Economic Puzzle.

¢  Urban LandMark, 2007. Making Urban-Land Markets,\Work Better in South African Cities and
Towns: Arguing the Basis for Access by the Poor.

* & & & o

¢ Van Wyk, L, 2010. Interview with researcher in the field of building science and technology at
the CSIR’s'Built Environment-unit:

¢ Western Cape ProvincialyGovernment 2006. Consultative seminar:“A Dialogue Towards
Partnerships For Human Settlement Development: Economic Evaluation of Housing Projects
www.property24.com, 2011. R58bn needed to fix govt houses.
Zack, T and Charlton, S 2003. Better off, But ... Beneficiaries Perceptions of the Governments’
Housing Subsidy SchemesHousing Finance Resource Programme Occasional Paper 12, June
2003.

Kayamandi Development Services Page 133




Economic Impact of Government Housing Programmes - Draft report February 2011

ANNEXURES

The study approach is shown and described briefly below.

Phase 1: Orientation
This phase entailed clarifying the project process and developing consensus on the way forward. An

inception report was produced and presented to the steering committee. It contained:

<

o o O O O

Figure 1: Study approach
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Phase 2: Data collection and analysis
The data collection and analysis phase involved:

*

* & & & o

Holding meetings with the Monitoring and Evaluation Directorate and Information Management
Unit

Reviewing desktop material, case studies and secondary data

Developing a discussion report on the desktop review and variables for evaluation, which was
produced and presented to the National Human Settlements Task Team

Obtaining comments from task team members on the variables, while the variables were
narrowed down to a second version of indicators, namely the core indicators

Developing a list of core indicators (linked to goals and data sources) and a set of
questionnaires (to obtain primary data) which were provided to the task team members for
comment on the 1st and 2nd weeks of July 2010

Training personnel fromrthe Bepartment

, Collecting data, whichitook place in August, September and-Ogctober 2010

Developing the economic impact model

‘Producing a data collection results report

Undertaking impact analysis

The literature review and indicators report contained:

¢ & & & o

¢ ¢ ¢ ¢ ¢ ¢ 6 ¢ ¢

Department'of Human Settlémients'Tmandate

Relevant housing policy and legislation

Housing delivery programmes

Departments’ monitoring and evaluation indicators per goal (over 200vindicators)

Key definitions drawn from literature review

Housing impact literaturerreview and extraction  of indicators per theme from national and

international literature review, namely:

% Housing product evaluation

Property market

Labour market and poverty reduction
Economic growth and development
Education

Health

Crime

Social cohesion

Transport

Spatial integration and sustainability
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There is extensive national and international literature and research on the social and economic
effects of housing. Very little, however, tries to measure the social and economic effects of
government housing programmes and types of housing, never mind the impact over the years, or
assessing whether the social and economic impacts were caused by incomes of households or by

the housing itself. As such, primary data was collected.

In an attempt to gather as much information as possible to successfully undertake the study, the
HSS database was used to extract the municipalities with the highest expenditure on housing
delivery. It was not possible to randomly select local municipalities, as one could sample

municipalities with insufficient delivery, project types, and representation of years.

The cluster sampling method was used to determine Clusters of municipalities to be surveyed per
province. This method is used when a survey needs to be undertaken across a wide geographical
area, for example South7Africa. The statistically most efficient clusteridesign is the one in which the
clusters are chosen with probability proportional to size, and where.the same number of projects is
surveyed in each cluster. This method implied breaking down the geographical areas into clusters
and then randomly .selecting the/clustersof municipalitiessto be _surveyed per province. In other
words, the HSS database was first sub-divided«into” provinces, then local municipalities, and then
sorted by expenditure per municipality (from highest to lowest), project types, and year of delivery.
Municipalities were. selected with probabilityproportional.to size at the stage of sample selection.
This means that'the municipalitiés with greater expenditure had a better chance of being selected
than municipalities with smaller expenditure.-The-cluster sampling method was applied to each

province separately.

The municipalities selected in each of the nine provinces from which projects were sampled
included:

Eastern Cape: Nelson Mandela:Bay, Buffalo City,,Ndlambe

Western Cape: City of Cape Town, Drakenstein, Th_egwaterskloof

Northern Cape: Sol Plaatje

Free State: Matjabeng, Mangaung

North West: Rustenburg, Madibeng, Matlosane

Limpopo: Polokwane, Modimolle, Mogalakwena

Mpumalanga: Emalahleni, Delmas, Govan Mbeki

KwaZulu-Natal: eThekwini, Kwadukuza, Msunduzi

® ¢ ¢ ¢ 0 0 00 o

Gauteng: City of Tshwane, City of Johannesburg, Emfuleni, Ekurhuleni

The study aimed for a stratified complex probability sampling strategy with a reasonable degree
of representivity in order to sample projects. The explicit primary strata consisted of (1) province, (2)
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type of municipality (and expenditure), (3) type of project, (4) before/after Breaking New Ground
(BNG), and (5) start date. This was done to ensure that all subsidy instruments, time periods, etc,
Were included in the final sampling scheme, because not all subsidy instruments were applied in all
provinces.

Considering budgetary and time constraints in line with project costing, the stratified sample
included 81 projects, which is representative of 1% of the projects on the HSS database. Because
thé study did not have a sample frame, it is not possible to determine the sample size percentage,
owing to an unknown amount of housing subsidy projects delivered in the country over the
timeframe in question.

Although there are no statistically fixedirules as to how'large sample sizes should be — since this
depends on the extent to. which "‘populations being surveyed conform to statistical normality (and
survey populations seldom do) — the number of sampled projects yielded a dataset robust enough
for a higher level of reporting at national level. However, lower-level reporting, such as at
programme level, should be cautioned against.

Without clarity onsthe split in expenditure per programmie, a minimum of ten projects were sampled
per programme with greater emphasis on sampling project-linked programmes because of known
indications of greater expenditure.

Some projects in the sample cells were. selected. deliberately, in that the task team decided that
provincial departments need to be allowed to make changes to the sampled projects, based on
ensuring that good case study projects are included, the projects have delivery on the ground, and
represent the sampled projectitype, etc. A list of such projects was requested prior to sampling,
although it was not obtained, and thereforegproject replacements were allowed. The sample of
projects chosen from the sampled=municipalities thus spans a wide range of variables, such as
location, size, subsidy type, before/after BNG, and good case study projects.

Within each sampled project, ten beneficiary households were sampled to collect data on the target
market and to gain an insight into the impact of beneficiaries. The sampling technique employed to
determine the households to be included in the survey entailed the random-walk method. The usual
methods of systematic sampling require knowledge of all households available in the cluster and
randomly selecting them for the survey. Such an option was not possible, given the limited
information on project locations, project size, etc, and a random-walk method was employed. The
method entails:

. Randomly choosing a starting point and a direction of travel within the sampled project. By

following this approach and selecting a location prior to the field work, any bias in the choice of
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location to survey was eliminated
Conducting an interview in the nearest household
Continuously choosing the nearest household for an interview until the target number of

interviews has been obtained

Based on the date of occupation reported by the beneficiary compared with accounts from province,
municipal housing officials, and contractors regarding date of project completion (which was not
always known owing to lack of information keeping), it appears that between 9% and 11% of
beneficiaries sampled are not the original beneficiaries. However, since the date of occupation
cannot be confirmed accurately, and since many projects are completed over a couple of years, the
extent to which ‘new’ occupants are the original housing beneficiaries that moved in a couple of
years after some of the others.or are rightful housing beneficiaries that managed to jump the queue’
cannot be confirmed; norwas this“part of the study scope. Asssuch, the results of the survey are
based on all beneficiaries.sampled. Nor could the degree to which'property transfers were legal or

illegal be confirmed, based on the same indications as above; nor was'this part of the study scope.

Lastly, a multi-dimensional methodological-approach was adopted.for the:study, including a review
of policy documents, interviews with all provincial*departments of human settlements, interviews with
sampled municipal housing departments, sampled research specialists;” as well as private
developers and contractors, to.provide a detailed investigation into every project that forms part of

the sample.

Wherever it was meaningful to do so, the same questions were asked of more than one of the
parties to serve as a cross-check, and to test ‘whether there is common understanding and

interpretation of the impacts.

These questionnaires were administered:

¢  Provincial surveys: Surveys were undertaken with housing officials from all nine provincial
departments of human settlements. A structured provincial interview sheet was utilised, which
included general housing information, with open-ended questionnaires pertaining to housing
identification, criteria for assessing project applications, degree of government housing
programmes achieving intended outcomes, and perceptions to improve economic impact of
programmes, etc. A one-page project-specific questionnaire was included to obtain, among
others, expenditure breakdown, delivery, training provision, and socio-economic investments
for the 81 sampled projects.

¢  Municipal surveys: A structured municipal interview sheet was utilised to obtain general
background housing information and perceptions in order to improve economic impact, as well

as a detailed project-related section containing similar information to the provincial sheet, but
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with more detail, including aspects such as facility and services proximity, and degree of
house sales, and with a detailed engineering-related section and treasury/finance-related
section.

Contractors surveys: A short and pertinent structured contractor interview sheet was
developed with some general contractor and housing information and then project information
with the same information as the municipal questionnaire (excluding treasury and
engineering). It included aspects such as types of skills developed, degree of local material
purchased, use of local labour and SMMEs. Obtaining information from contractors proved
extremely difficult; some are deceased; others have left the country; some have disappeared
after “failed’ projects; some have been liquidated; and some refused to be part of the study. In
some cases, neither province, nor the municipalities were able to’ provide contact details of
contractors, while in others the eontact details have changed and the contractors could not be
traced. The community: representative organisations (CRQs) for PHP projects have mostly
proven unattainable and hence few ‘contractors’ were seenin.PHP projects.

Beneficiary surveys: A detailed beneficiary questionnaire ,was*developed, complete with
post-coding. JLthe questionnaire enabled the researchers to obtain background information
(such as name and contact details,of respondent), demographic. information, economic
information;=household income and expenditure; ‘dwelling information ‘(previous and current
dwelling), ownership of household goods, use/of dwelling as an asset and change in access,
as well as perceptions to improvethé'economic impact of housing programmes.

Project evaluation sheets: Detailed project evaluation sheets Were déveloped and
administered by qualified townand ‘regional jplanners. These sheets entailed obtaining
background information, evaluating facilities @and services proximity, evaluation of status of
project and perceptions.

Structured interview sheets for research specialists: Thése combined many of the general

provincial and municipal questionnaire compenents.without referring to specific projects.

After projects were surveyed and questionnaires were completed by stakeholders, data were

captured and cleaned to comprise two databases, namely the beneficiary dataggse, and the project-

specific database. Data were analysed according to the adopted evaluation framework, focusing on

these core indicators:

*

* & & o o

Job creation

Average income earned by employees
Skills transfer

Access to employment opportunities
Change in livelihoods

Gaps and opportunities for future investment
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Phase 3: Reporting
Once data collection and impact analysis had been completed, this integrated comprehensive

research report, inclusive of analysis findings and interpretations, was prepared in order to provide
an understanding of the economic impact of government housing programmes since 1994. This

report contains:
An analysis of the economic impact of key housing delivery strategies

¢ Impact assessment, focusing on all the variables that measure the economic impact of the
programme. including the sectoral multiplier effects of the programmes to the overall economy
Recommendations on how government investment for provision of shelter, particularly for the |

*

poor, should be directed

Page vii
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The purpose of this section is to indicate the process followed in order to quantify the economic

impact of the National Housing Delivery Programmes.

Economic impacts are the effects on the economy of decisions by economic agents. This concept is
illustrated in figure 1 below.

Figure 1: lllustration of the economic impact concept

New
Construction

Operation

Exogenous shock

Real new growth

Figure 1 shows that any exogenous change, be it a recession, new investment or government
programme, could result in a change to the economy. These economic impacts vary, and could
include changes in employment levels, urban landscape changes, and economic growth.

Some of these economic impacts are easily quantifiable, while others are not. For example,
improvement in the quality of life, indicated as an economic impact in figure 3.1, can be described as
a subjective variable, and thus quantifying this impact is not easy. On the other hand, employment

‘creation is much easier to determine, and therefore this impact can be quantified more readily. For
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the purpose of this study the economic agent is government, and in particular the main decision
maker is the Department of Human Settlements. The aim of this section is to conduct an economic
impact assessment (EIA) to measure/quantify the effect of the decisions made by Department of
Human Settlements and other departments in providing affordable housing in South Africa.

These economic indicators have been selected to measure/quantify the effects of the National }

Housing Programme:

¢ Production: According to StatsSA, (Concepts and Definitions for Statistics South Africa, 2010)
production is defined as the process, carried out under the responsibility, control and
management of an institutional unit, in which labour and assets are used to transform inputs
of goods and services into outputs of other goods and services. All goods and services as
outputs must be such thatsthey'can be sold on markets, or at least be capable of being
provided by one unit to another, with or without charge.sThe level of production of various
goods and services, related to housing construction was required to increase in order to
implement the National Housing Programme. Thus the eceonomic impact assessment will
measure the™change in the level of production’ owing to implementation of the housing
programmet. Simplistically stated, the:EIA measures the changes injthe level of production for
various goods and services in order to meet the.demands required to.implement the National
Housing Programme.

¢ Gross national product (GNP): According to the National Spatial Development Perspective
(2006), ‘gross national product’ refers to the total value of all final ‘goods and services
produced by a nation in a specified.period«(generally expressed quarterly or annually), plus the
income earned by local residents in other countries through foreign investments, minus the
value of income earned by overseas residents in the domestic economy. For the purpose of
this study, GNP is the sametas gross domestic product (total value of final goods and services
produced by a nation in:a specified period) as it/isinot expected that the housing programme
will generate income for non-residents or residents.inother countries.

¢ Employment created: The implementation of the National Housing Programme resulted in
the creation of employment opportunities. The nature and term of the employment
opportunities created, particularly those jobs created directly by the housing programme, may
not necessarily be sustainable/long-term employment opportunities. This is so because it was
estimated that on average it takes one person 3.1 man months® (13 weeks) to complete one
housing unit. The short-term nature of some of the jobs also has an implication on the way the
Economic Impact Assessment identified the number of jobs created based on the National
Housing Programme. The Economic Impact Assessment results are not presented for the

number of jobs created for a couple of weeks but instead it is presented for the number of jobs

% A man-month is equivalent of the amount of work that is performed by one person in a month. It reflects the productive effort made by
one person in a 4-week period, assuming five days of work per week and eight hours of work per day.
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created within one year (or 44 weeks). As a result even if for example within a given year 155
persons in total were employed, each of whom had to build one house each, the results of the
Economic Impact Assessment will indicate that 50 employment opportunities were created.
For the sake of this example one employment opportunity created per year is equal to about
3.1 actual jobs (155 divided 50). As such if a job has been created for less than a year it is not
calculated as an individual employment opportunity instead the combination of various short-
term job opportunities are added together to calculate the number of jobs created within one
year. Therefore the results that are presented based on the Economic Impact Assessment,
particularly for the construction related jobs are unlikely to reflect the actual number of jobs
created but rather the employment opportunities created per year based on the assumption
that one employee works for 3.1 man months to complete one housing unit.

¢ Income created: The implementation of the National Housing Programme increased the |
demand for goods and.services, resulting in higher production and employment. This therefore
created an increase in the level of income. The change=inincome generated will also be
indicated. The income created due to the housing programme-will be defined in the latter |
sections of the report in terms of the main individuals and/or organisations that benefitted from ‘
it.

Economic indicators can be differentiated in terms/of their direct, indirect and induced economic

impacts. Examples of the typesjof impacts.are illustrated in figure 2, while an explanation of the

types of impacts is provided below:

¢ Direct: ‘Direct impact’ refers to, the known/planned operating expenditure. An example is the
increase in employment opportunities, such as the employment of'construction workers that
work directly on building the houses.

¢ Indirect: This effect may.also be referred to as ‘supplier impact’. The implementation of the
housing programme is @xpected torincrease demand for products and services from suppliers.
An example is the increase in/the manufacture of construction materials to meet the greater
demand. As such, the production of construction materials is expected to increase.

¢ Induced: Induced impact may also be referred to as ‘consumer/household impact. An
example is the increased level of incomes that may be attained by employees who, as a resuilt,
would increase their demand for goods and services.

Furthermore, the different types of impact are expected to occur in two phases, namely the capital

expenditure (CAPEX) phase and the operational expenditure (OPEX) phase. Each of these phases

is defined below:

¢ CAPEX: This type of expenditure occurs during the construction period. Traditionally CAPEX
could be described as less sustainable relative to operating expenditure. It occurs for a

relatively shorter timeframe and can be described as the development phase of the project.
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However, CAPEX in the context of the National Housing Programme cannot be classified
precisely using the traditional/general definition, mainly because of the nature of the housing
programme. In this instance CAPEX refers to all expenditure relating to the construction of the
houses that has occurred in the last sixteen years, and is expected to continue in the

foreseeable future. -

OPEX: Operational expenditure is viewed as more sustainable, occurs for a longer timeframe,
and takes place during the operating phase of a project. The operating expenditure related to

the National Housing Programme includes maintenance and upgrading of the housing unit;
purchasing of furniture and appliances that would not have been bought if the housing units
had not been built; rental paid to the social housing institute; and expenses for basic services,

rates and taxes paid to local municipalities.

Figure 2: Types of economic,impacts

Government Spendiné';in Housing
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increased demand
for goods and

for goods and
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for goods and

L LR L
Increased spending on Incréased spending on

Increased spending on
goods and services goods and services -
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To quantify an economic impact, an economic model needs to be utilised
available, and given the data requirements, complexity, assumptions and

appropriate model will be selected.

. Various models are
limitations, the most

To quantify the impact, a database of current expenditure and number of dwellings (completed or in

the process of being completed) must be developed. To allow for meaningful analysis, the data must

be translated or converted to the same year. Distinction will be made between the capital

Page xi

Kayamandi Development Services




Economic Impact of Government Housing Programmes - Draft report

February 2011

expenditure phase and the operational expenditure phase. As far as the operational expenditure is

concerned, use will be made of parameters obtained through the primary data collection.

To be more specific, four steps are involved in conducting an economic impact assessment and

each of these steps is outlined in figure 3 below.

Figure 3: Methodology for the identification of the

National Housing Programme impact assessment
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Step 1: Identify appropriate model

Economic impactiassessments are.conducted utilising an economic model. An economic model can
be described as'a simplified representation of the current reality. These models are useful tools in
understanding economic changesualthough they do have limitations. The general limitations

associated with economic models are as follows:

¢ Assumptions: Most models require the use of assumptions because there is always

uncertainty when estimating,or predicting impacts/changes.

¢ Data availabiliiy and quality:" The lack,of theirequired data may substantially limit the

effectiveness of a model.

¢ Dynamic nature of the economy: The economy is always changing and thus is never in the

state of ceteris paribus (ie everything else remaining equal) which could affect the

effectiveness of the model.

There are a number of types of economic models. The most appropriate model would therefore
need to be selected. In doing so, two models, namely the input/ output model and the computable
general equilibrium model, will be examined. These models will be examined in terms of their model-

specific limitations as well as their model-specific strengths/advantages. Each model will be

discussed below.
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Input-output (I1-O) modelling

This model consists of an input/output table, which quantifies the transactions between the sectors
in an economy, and presents the relationship/linkages between these sectors. Input/output tables
allow for the identification of the quantity of inputs required by one sector from another. This allows
for the identification of multipliers and understanding the relationships between the different sectors.

Input-output analysis is a long-established technique that originated in the 1940s with Leontief, and

is a popular mean of assessing economic impacts.

The input-output model would be compiled through the use of the social accounting matrix (SAM)
data. SAM is a comprehensive, economy-wide database. It is a representation of the national
accounts in a matrix format, incorporating various agents in the economy (Conningarth, 2007). This
database contains information regarding the flow of resources that fakes place between the
economic agents in an gconomy, such as business enterprises, households, and government,
usually during one calendar'year. The economic agents that are contained in SAM are represented

in accounts. The six main accounts in SAM are:
Commodity a@éeounts: capture value of goods and services traded in an economy and foreign

*
market
Activity accounts: capture value of goods and services produced in an.economy
Factor accounts: capture value of payments:to essential factors of production (land, labour,
capital)

¢ Institutional’ ‘accounts:” capture value of transactions by businesses, households and

government
Capital accounts; reflect savings and investments

ROW accounts: capture value of imports and exports
The advantages and limitations of this modelarerdiscussed below.

Advantages of input-output analysis
¢ |t provides a comprehensive view of a given economy. '”‘
It focuses attention on sectoral interdependencies, that is, the relationship between the

.
sectors.
¢ It has a flexible structure, allowing for researcher decision making, such as aggregation
- choices.
¢ |t reduces subjectivity through the uniform treatment of sectors.
¢ It provides for direct, indireét and induced levels of impact. That is, it allows for differentiation

between the types of impacts.
¢ |t has led to improvements in data availability.

(Fletcher, 1989; in Daniels, 2004:75)
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Limitations associated with input-output analysis

These are among the criticisms facing input-output analysis:

¢ This model fails to take supply constraints and price effects into consideration (Madden,
2002). However, this limitation is not expected to negatively affect the assessment of the
housing programme as this project may be described as ‘non-market related’.
It is data and labour intensive (Daniels, 2004).

¢ |t fails to adjust demand sales for margin activities (Henry and Johnson, 1993 in Daniels,
2004).
It does not define the area of interest (Crompton, 1995; in Daniels, 2004).
It does not take possible displacement effects into account (Crompton, 1995 in Daniels, 2005;
Kirkup and Major, 2006).

¢ There are potential inaceuracies-owing to a lack of ‘knowledge (Crompton, 1995 in Daniels,
2005).

¢ Impact results could be overestimated (Daniels, 2004) owing to the use of incorrect multipliers
(Baade and Matheson, 2004 zKasimati, 2003)s

¢ ltis possibléto mistake all employment impacts as full-time employment.
It is incapable of measuring most of the negative impacts (Kirkup and-Major, 2006).
Input-output-models, for example RIMS, IMPLAN, need a realistic estimate of primary impact
in the area, and available data is insufficient in many cases (Preuss et'al;2007).

¢  Some calculations could’be missed if fixed technical coefficients are outdated.

To summarise, the input-output analysis enables a comprehensive overview of a given economy.
This model allows for the identification’of the relationship between sectors in a given economy and it
distinguishes the types of impacts that occur. However, this analysis is not without its limitations. In

particular, overestimation of the.impacts.could occur if the correct multipliers are not identified.

Computable general equilibrium models

The computable general equilibrium model! incorporates an input-output (I-O) framework, but also
models markets for goods and services, as well as factor markets; recognises resource limitations;
models consumer spending; allows for government spending and taxing; and takes external
constraints into consideration (Dwyer et al, 2004:9). CGE models thus combine input-output
structure and behavioural functions (Kasimati, 2003).

Advantages in using the CGE
¢ It provides a complete representation of the economy.
¢ Many of its assumptions can be varied and a sensitivity analysis can be conducted.

¢ It allows for the inclusion of constraints not measured by an I-O analysis.

Kayamandi Development Services Page xiv




February 2011

Economic Impact of Government Housing Programmes — Draft report

It generally contains a high degree of empirical content.
It allows for detailed inter-industry analysis together with supply-side constraints and an active

price mechanism.
It Includes more general specifications of the behaviour of consumers, producers, investors

and employees.
It provides more flexibility in allowing for macroeconomic policy stances of government.

CGE modelling estimates economy-wide effects (Madden, 2002).

Disadvantages in using the CGE:
|
¢ More assumptions are made than an |/O analysis. J

it can be costly and time consuming to build and complicated to use.

magnitude and this:does not justify the use of the more costly CGEsmodel (Dwyer et al, 2004).

.
¢ CGE analysis focus is on_stateswide or economy-wide impacts rather than smaller local
impacts. |
¢ Sometimes I-O and "€GE analyses come up with changes.in activity of a similar order or f
\

The CGE can briefly be described as'a_comprehensive.model that incorporates the input/out-put
framework while,considering the other markets. However, the main challenges associated with this

model are the highicosts, time and data requirements.

Given these factors, the decision on which modeltouse depends on the availability of usable data in '
South Africa and the quality of the data, the purpose of the assessment, andsthe practicality/ease of ' ‘
usage of the model. The assessment .of the models; based on these criteria, is indicated in table 1 i

below.

Table 1: I-O and CGE model assessment

Computable General Equilibrium = [ 1

Input-Output Model { |
Model :

Motivation . |

Model is used for

impact analysis |

Data for use in the

' Assessment value

‘ Assessment value Motivation
Model is used for

impact analysis
High Freely available Low

Appropriateness
of model

Availability of
data national data model needs to be
sources/ derived
Quality of High National accounts Low No data available
available data compiled by
StatsSA
Ease of use Medium The model is Low High level of |
complexity |

relatively easier to

use relative to the

level of complexity
for CGE model.
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The input—output model utilising the SAM has been selected as the appropriate model to analyse
the National Housing Programme impacts.

The main outcome of this step has been the identification of the input/output model (utilising the SAM) as the
model to be applied to the input data in order to identify the economic impact of the National Housing

Programme.

Step 2: Compile database

The purpose of this step is to compile a database. The main objective in compiling the database is
to provide information about the housing programme. This means determining the costs associated
with the programme, qUantifying the costs for each of the factors, and identifying the number of
dwellings built. This database relates to thestotal housing-programmes that have been implemented

and still being implemented for thé 1994-2010 period. This, data was obtained from the Department
of Human Settlements.

Note the following regarding the input data:

¢ The main focus, of the data relates to the provision of housing by the Department of Human
Settlements: However, other departments and rolesplayers.are ‘involved in supporting or
assisting in“the provision of housing in SeuthAfrica."Contributions related to spinoff effects
from other.institutions such as local municipalities and other government institutions were
identified. :

¢  The expenditure occurred'relates to the expenditure of 16 years and would therefore need to
be adjusted to a 2010 value taking inflatien,into account. This is necessary because taking the
expenditure for different years at their monetary value prevents aceurate comparison of the
data.

¢  Where detailed data wasiunavailable, certain paramveters were identified in order to enable an
estimation of the required input data overithese ‘last 16 years. The parameters have been
identified through a number of sources, which include local municipality surveys, contractor

surveys, household surveys, provincial surveys and the subsidy quantum. These parameters
are discussed below.

‘Capital expenditure parameters’ mean all those factors that have been identified to assist in
calculating the capital expenditure for the National Housing Programme. The capital expenditure
parameters utilised include:

¢  The average number of persons employed is 3.1*" workers per unit per month.

¢ The average wage of employees is R135% per day per worker.

e On average, approximately 25% of total expenditure® is used on labourers, 63% on materials
and 12% on other.

57; Kayamandi Contractors project specific survey, 2010; n=11
% Kayamandi Contractors project specific survey, 2010; n=8
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Average contractor’s profit is 5% per unit.

The average split in expenditure per unit is 30% on services and 70% on top structures.
Capital expenditure contributions by organisations other than the Department of Human
Settlements in supporting the National Housing Programme have been identified and
quantified. These contributions are:

+ The local municipality is believed to have contributed towards the socio-economic facilities,

such as schools and health facilities, bulk infrastructure, and services. The estimated costs
incurred by the local municipality for the socio-economic infrastructure are an average of
R93%" per unit, while the estimated cost of contribution towards the bulk infrastructure as
well as to line services is R437% per unit from 1994 to 2004; R437.00 plus an additional
10% of total expenditure per unit from 2005 to 2006 (to represent the expenditure on land)
and R22 000.00 per unit.(to represent expenditure.on services separate from top structure
expenditure) plusi10% of total expenditure from 2007 t0:2010.

Other departments, such as the Department of Education"and the Department of Health,
contributed on average R900°® per unit towards socio-econemi€ investments.

Housing beneficiaries need'to contribute financially towards their homes, although limited
financialicontribution has/been obtained. On average beneficiaries‘contribute an estimated
R1 076%per unit immediately after” 6ccupation for upgrading, extensions, and
improvements to the unit, such as plastering and painting walls, creating internal divisions,

inserting ceilings.

Operating expenditure parameters “are .all those.factors that have been*identified to assist in
calculating the operating expenditure for the national housing programme. Operating expenditure

parameters include:

*
*

Beneficiary maintenance amounts to R180% per unit per annum.

Beneficiary expenditure on, ‘durable goods suchras furniture and appliances amounts to an
average of R540% per annum perwnit.

Expenditure on rates and taxes (and rental in social housing) has also been identified as an
operating cost. These costs/factors have been classified as operating expenses because they
might not have been incurred if the National Housing Programme had not been implemented.
The average income for rates and taxes (and rental) is R169°%” per month per unit.

% Kayamandi Contractors project specific survey; n=10

&0 Kayamandi Contractors project specific survey, 2010; n=10; and in line with the Subsidy Quantum from the Housing Code
& Kayamandi Municipal and Provincial project specific survey, 2010; n=81

%2 Kayamandi Municipal and Provincial project specific survey, 2010; n=81

6% Kayamandi Municipal and Provincial project specific survey, 2010; n=81

& Kayamandi beneficiary survey, 2010; n=772

€ Kayamandi beneficiary survey, 2010; n=772

¢ Kayamandi beneficiary survey, 2010; n=772

67 K i beneficiary

ic follow-up and ion survey, 2010; n=56
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The main deliverable of this step was the compilation of a database that indicates the extent of the National

Housing Programme.

Step 3: Translate input/base data

The data identified in the first step assists in providing an indication of the various costs related to
the National Housing Programme. However, the base/input data may be described as incomplete as
it cannot be used in the economic models. As such, the base data is adjusted in this step.

First, as the input data/base data collected relates to different years, the raw data itself is not
comparable. As a result, the data for all years need to be adjusted to current (2010) values.
therefore taking into consideration the inflation rate for each year during the 1994-2010 period.
Figure 4 indicates the adjustment factor and calculations that were applied to the real expenditure in
order to transform the data t6 2010 valuess

Figure 4: Adjustment factor

& i i, 4'“@
: Real Expenditure 1. tionary Adjustment Factor®| Expenditiire
5 by the DHS for EC values
Budget Year :
b R000 Adjustment Factor R000
v [1994%85 R 60500] 047 [R___ 14401,0089
< [1955/6 R 64300 ; 045]R 143,488,1303
‘[1996m7 R 33,000 — 0 O4S[R 2732773585
-[1897%8 R 74,300 __052[R___ 568301587
/[19989 R 387100 , 56[R.__ 7073018456
8872000 R 325200 __058[R 5630216561
- [2000/01 R 471,400 61[R___773124,3876
“[200102 R 203242 0.67)=((D24/5P24)*1000)
2002103 R 465014 70{R___ 6602350013
7[2003104 R 792623 _ —071[R™__1,100,468,4400
+[200410F R [ 6/2843] 74|R____ 775803,0187
[20050 R eor7i9] 077|R____ 786,927,456,
+[200670 R 636609] _ i 083 R 769,550,733
<[2007108 R__ | 397248 L 092|R 430450817
/[2008709 R_ 1 1081016 ; 095|R___1,036,204,0874
[2000m0 R 1313312 , 100[R _ 1313312.0000
Total 1994 to 2010 || R ) R____10455266,928

7,775,516

Furthermore, the following adjustments were made*to the.database:

¢ Todifferentiate costs into twoudistinct categories, namely CAPEX and OPEX
¢ To create a detailed database by applying/multiplying the identified parameters to the number
of dwellings.

The deliverable of this ‘'step has been the creation of usable data that can be used to determine the

economic impacts of the housing programme.

Step 5: Apply input data to economic model

By utilising the transformed database and applying it to the SAM input-output model, the direct,
indirect and induced impacts are then determined. The results of this analysis are presented in the
latter sub-sections of this section.

The main deliverable of this step has been to calculate the economic impacts of the National Housing

Programme.
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ANNEXUREC
Lessons from successful and unsuccessful projects

Recommendations and lessons from successful and unsuccessful projects as obtained from
interviews with officials from provincial departments, municipalities, and contractors, are provided.

Successful projects and criteria for success

The eradication of informal settlements is considered highly successful, and will assist with
accelerating housing delivery. However, because people are increasingly aware that informal
settlements are being eradicated, they also know that if they are living in an informal shack, they will
be prioritised, and informal settlements are mushrooming as a result.

A register should be kept of all'informal settlements. Informal settlements must be counted and ‘ring-
fenced’ (as is taking placeiin Gauteng). All new informal settlements that are not registered should
then become the responsibility of the local government.

Generally socialshousing is regarded.as being highly successful becausesit works through housing
institutions, and because of the nature of the programme, in.which"these projects are positioned in
economic opportunities. Increased demand and a strong future for secial housing are also
anticipated, in thatymany beneficiaries can afford toitake out bonds or commit'to long-term contracts.
Government-subsidised rental helps-bring people from rural areas into the.city, therefore boosting
the infrastructure of surroundifig;businesses. Social housing is considered to' offer good value for
money on the subsidy. For accelerated human settiement delivery, increased focus on rental-type
housing is required.

According to the managing director of a large construction company, the involvement of the
municipality as developer has ‘pushed.the private sector out of low-cost housing (with the exception
of social housing). Municipalities usesa 'different risk structure. Private developers have a return on
investment, and face risks, whereas the municipality.as a developer does not have the same risk
profile (government funding, staff with salaries, etc), therefore costs can escalate. For private sector
developers to be able compete they must reduce their prices. Projects that were considered
successful were IDT subsidy/grant-funded housing projects in 1992-1994, where communities
designed their own houses and chose materials. This will only work in certain communities,
however, where buy-in and willingness to participate are obtained.

Project-linked projects are reportedly considered successful in that they do not have many
restrictions; they are more contractor oriented; and contractors are responsible for delivering houses
from start to finish. This eradicates the mushrooming of squatter camps; beneficiaries are readily
available; and projects are focused on eliminating the bucket system.
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PHP projects are regarded as highly successful in that larger-sized houses are delivered because of
the contribution from the community, and because of the community resource organisation (CRO),
which represents the community during construction. According to Hadidah Developments, a recent
study in Welkom showed that subsidy home owners were prepared to sell their homes for R3 500,
while self-build home owners were able to sell for as much as R25 000 because half of the subsidy
is self-invested. There is thus greater ownership, and the product is less imposed, compared with
other housing programmes.

Key lessons from successful projects (based on interviews with provincial departments, sampled
municipalities and contractors):
¢  Set atarget rate for labourers, not a daily rate.

Source finance at a competitive interest rate.

¢  Make sure sub-contractors can deliver.

¢  Always set agreementsidownsin writing.

¢  Build houses soonsafter infrastructure/services have been laid.;Bulk infrastructure must also be
installed.

¢  Community participation and“a/CRO are key, as.well as obtaining buy-in from the community
and advising them clearly on;their rights and responsibilities.

¢  Develop separate entrances for rooms for rental as part of housing units:

+  Outsource gardening, cleaning, maintenance, etc, as a rule to residents of social housing.

¢  Educating housing consumers.isikey.

. Make sure‘that all beneficiaries|are available before contracts are awarded, in order to sign

happy letters.

¢ Have maximum inspection, with/set timeframes for inspections. Inspectors should be available
when needed.

¢ Assist SMME and B-BBEE contractors to source local supplies/materials (referring to
municipalities). Local SMMEs and B-BBEEscompanies also require assistance with managing
funds. Women contractors require support to obtain bank loans.
Make the HSS system and the tender awarding system more fair and transparent.
Provide accredited training and facilitate skills tr;sfer, as opposed to on-the-job training.
Set up provincial project management units.

Beneficiaries were queried as to how housing assistance projects (house, settlement, process, etc)
can be improved. In the main beneficiaries reported that projects could have been made better if
quality houses, suitable for human settlement, with proper finishings, were developed. Other
comments from beneficiaries included:

¢  Maximum inspection must be ensured.

¢  Greater involvement and consultation with beneficiaries should be included in the design

phase in order to discuss aspects relating to their needs, family size, etc.
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Tenders should not be given to family members of officials, because inferior-quality products
result. Experienced individuals (contractors and inspectors) must be appointed so that failure
to deliver does not occur.

Proper provision and installation of basic services are required.

More employment opportunities and economic activities are needed.

More social amenities are needed, as well as improved infrastructure: tarred roads, schools,
etc.

Greater inspection and monitoring of the implementation process and quality control are
required.

Greater track should be kept of what beneficiaries do with their houses.

Contractors must be strict with labourers to ensure that supplies are not stolen/sold.
Community members should=monitor projects more intensely.

The tender process for'SMME and B-BBEE companies should be fair and transparent.
Beneficiaries should.be allowed to choose their houses from a'number of designs.

Improved internal fixtures are necessary, such as bathtubs inside the dwelling, kitchen and
bathroom sinks;,taps, toilets, geysers, ceilings, tiled floors, and burglar bars for security.

Police services should be available close to each settlement.

Airbricks or some form of ventilation should-be provided.

Houses thatiare shown should not be different from those that are to be delivered to the
community.

Nepotism/favouritism must'be avoided in awarding contracts.

Beneficiaries that are not available during-the thand-over period_should be given a limited
period in which to do so. After that, the next available beneficiary should be given the house.
Local labour is scarcely used, with minimal employment creation opportunities.

Corruption must be fought and fraud investigated.

Access to land and sérvices should be provided at a faster pace so that more beneficiaries
can build decent housing for themselves

Properties should have walls or fences with a gate.

Beneficiaries should be assisted in obtaining funding for houses.

The poor should be aided so that they do not become comfortable with poverty.
Standardised houses should be built for everyone.

Contractors constantly sell construction materials such as cement to bystanders and replace
materials with soil. This needs to be addressed.

Government officials are noted for selling houses illegally.

Community forums should be set-up in all projects to fight crime.

There are advantages and disadvantages to proper finishings in the house, such as tiles,
cupboards, and extra plugs. Finishing a house can be one of the most expensive elements of the
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unit. For the same outlay a 30-m? house can probably be built with all the desired finishes, or a 40-
m? house without any finishings. The latter is a better option in the long run, as it is relatively
inexpensive to lay tiles on a floor, compared with extending a house. If a ceiling with proper
insulation will ensure fewer cases of pneumonia and other illnesses, there are definite arguments for
it. The Department of Health’s medical expenses might be reduced if houses are finished properly,
as it will be warmer inside, and there will be less dust inside the unit if a ceiling is installed.

Unsuccessful projects and key lessons to be learned

The NHBRC is not equally efficient in all provinces. In some provinces it has been reported that the
NHBRC if often absent, or inspectors lack technical expertise and do not fully know the NHBRC
regulations. In North West a provincial project management unit has been established which
inspects all houses. This works very well, and should be duplicated in other provinces. There is an
overlap in responsibilities, so neither the Department,nor the NHBRC nor municipal inspectors are
willing to approve or reject units.

A key problem concerns site layouts that are provided by the province at the beginning of projects.
Specifications on the drawing do not,correlate with those on the ground, and municipalities do not
always specify whatis required from the contractors initerms of water and sewer connections, which
differ substantially per municipality.

Cash flow in low-income housing projects is a key problem. Larger construction companies can
withstand late or,aon-payments, but smaller and emerging contractors — who are increasingly being
targeted as part of wealth distfibution — can be ruined.owing to late payments:because suppliers and
workers must be paid monthly. @ne' of the larger construction companies proposed that a trust
account should be used, from which money can easily be drawn once finspectors are satisfied and
give the go-ahead.

Many provincial departments, (contractors and municipalities believe that PHP projects do not work
successfully because there‘are problems inygetting” the, contributions from the beneficiaries. Most
end up as managed PHPs, where. a contractor is appointed and ‘disguised’ as a community
representative. Contractors lack control, but are still liable for the project. PHP projects are fraud
friendly, with no strong guidelines, PHP projects easily become blocked, and because the
programme is people driven, people often pull out in the middle of the process. The problem thus
relates to over-control versus trust. The PHP process is inflexible, and inspectors destroy the
feelings of ownership through over-regulation. More flexible building planning requirements in PHP
projects are suggested.

In the Western Cape PHP programmes are being promoted, and as a result housing quality remains
a challenge. Ideally provincial departments should move to the enhanced PHP (CRO) programmes,
in which PHP organisations are NHBRC registered. Unfortunately, developers are not capacitated
for this yet.

Kayamandi Development Services Page xxii




Economic Impact of Government Housing Programmes — Draft report February 2011

Provincial Departments revealed that social housing is very expensive and funding is not readily
available. Municipal officials in the Eastern Cape raised the problem that social housing institutions
may face future vacancy rates as demand shifts to two-bedroom units. There may also be problems
with cost recovery and future maintenance. Tenants increasingly want to own property, but they fall
into the affordability gap, and are not able to pay more rent to buy. ‘Downward raiding’ is taking
place, in that in demand in social housing is satisfied from top down. Increased ownership should be
considered to prevent this from happening. Many municipalities have their own rental stock, which
they find difficult to maintain and manage. It is becoming a cost burden because as additional units
are added, the previous units do not fall away, and an ever-increasing personnel component is
required.

Individual subsidies lead to queue jumping by beneficiaries, which is not in line with housing
allocation policy.

Municipal perceptions of‘aspects that are missing or are not'addressed well enough in terms of
economic impact:
& Delay in releasing business stands is a major issue, as well as the inability of the municipality

to create sustainable economic projects.

¢  Provision of ‘services is not addressed well enough insterms of _eeonomic impact. It has
become uneconomical for the municipality to generate income.

¢ Beneficiaries abandon their houses_and move back home because they=had only temporary
work in the area where the house was built: Employment opportunities.need to be addressed.

¢ Key strategies/goals are not being followed. House structures remain poor and constantly
need fixing. The quality ofihouses is such that'they cannot be called an asset. There is no
capacity to provide procurement assessment from government.

¢ Contractors are not locally based, and thus do not leave a legacy or impact when the project is
over. Contractors make all.the money, and the community is left with houses. Locals must be
prioritised in procurement:

®  Subsidy houses should be developed around-economic centres, so that people are able to find
work closer to home. —

¢ Unaccredited municipalities are not involved in the housing programmes apart from the
provision of land and bulk services. What is required from all parties is 100% involvement of
the local municipality in all the steps taken throughout the housing projects, whether they are
accredited or not.

¢ Beneficiaries’ mindsets must change and they must no expect the municipality to carry out
maintenance. Housing is the creation of wealth on its own.

¢ Integration of beneficiaries and community involvement at early stages are not addressed well
enough.

¢ It is common for beneficiaries to sell their houses before the end of the stipulated resale
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restriction. Only a few use their houses to build onto and progress economically.

The national housing policy is not revolving around or linked to longer-term financing. The
municipality should be able to sell houses (for instance if beneficiaries cannot be traced) at
30% of the value in order to get some money back. This would increase the delivery of
housing units. The municipality should be able to lend money against future allocations (loans
based on this should be made available).

Key reasons for unsuccessful projects:

*® & 4 & & & & & o

* & & & o

Quantity is still considered over quality.

There is no proper planning and management.

Coordination within the municipality is poor.

There is too much political interference.

Beneficiaries’ participation:islimited.

Funds are mismanaged by municipalities

Lack of legal processes concerning land and registration of title deeds

Stands are sold illegally.

Some beneficiaries move back to squatter camps inithe hope of getting another subsidy house
to sell. ‘

Beneficiaries are approved in areas with no services.

Beneficiaries‘are not available to:sighthappy letters.

There are delays in the approval of subsidies.

There are delayé in contractors’,payments

llegal occupation of houseés and lengthy reaction results in the ‘eviction process becoming
difficult.

Infrastructural services aresuncoordinated.

Monitoring and inspectionsiare inadequate.

Scale of projects is not always cost effective/efficient” It is not economically viable to build a
handful of houses.
“Inspection delays are constant and resultant pricé hikes have to be absorbed.

Site layouts do not correlate with those on the ground.

Municipalities do not specify what is required of the contractor in terms of water and sewer
connections. Every municipality uses different specifications.

Contractors’ cash flow in low-income housing projects is a problem. Large companies can
withstand late payments or non-payments. but smaller and emerging contractors can be
ruined because of late payments.

There is a lack of project management skills in provincial departments.

PHP projects mostly end up as managed PHPs, where a contractor is appointed and
disguised as a representative for the community.
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Social housing or rental stock is a possible financial burden to provinces and municipalities.
Downward raiding is taking place in social housing in that the demand in social housing is
satisfied from top down.

There are delays in releasing business stands.

It has become uneconomical for municipalities to generate income from service delivery.

The selection of local-based contractors and local spending are not being enforced.

The importance of local job creation is often overlooked.

EPWP procedures are not being enforced and followed at all times.

Municipalities are finding it difficult to become accredited to oversee all aspects of delivery.
Beneficiaries cannot maintain their assets.

There is a lack of integrated planning and support from all the departments in the

municipalities.

Remedial actions to rectify unsuccessful projects (as noted from provincial, municipal and

contractors’ responses):

*

To avoid or respond to illegal housing occupationsjisurveys of beneficiaries occupying houses
need to be undertaken with verification of approval:status and possible title deed information,
etc. Discrepancies noted from such surveys-then must be dealt 'with. That is, beneficiary
administration is important.

Contractorsscan make a big-difference in communities by giving beneéficiaries life skills and
opportunities:to further themselves in life through training.

Instead of giving tenders out to. HDIs, especially. large-scale projects,«established contractors
should be appointed to manage projects, and then be enforced (and monitored) to use HDIs
as sub-contractors. This agreement should 'be stipulated in the contract, and specify the
targets that each sub-contractor should obtain, who is responsible for handling logistics, etc.

A trust account should be:developed from.which.money can be drawn once inspectors are
satisfied.

The ideal project type is a mix between PHP and project linked to ensure fast delivery of
quality homes. Departments should move to the enhanced PHP (CRO) programme in which
PHP organisations are NHBRC registered.

Quality assurance needs to be in place to monitor developers and government (as in Gauteng)
and ensure that problems are identified and rectified immediately. Weekly site meetings must
be introduced with the department, inspectors, the municipality and contractors.

Municipalities should be able to sell houses when the beneficiaries cannot be traced, at 30%
of the value, in order to get some money back

Better coordinated planning in the municipality on housing projects is required.

Better beneficiary education is needed.
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The purpose of this section is to examine and understand the input data.

The Housing Subsidy System (HéS) database was intended to be used as the study sample frame.
At the time of the survey, this database contained 7 796 project entries with the following data fields:
Location: Province, district municipality, and local municipality

Project description: Project phase and type, and subsidy instrument

Project approval date

Planned units

Budget

Delivery: Sites-and houses completed, and expenditure.

® & & o o

However, when the HSS database was compared with official delivery and expenditure statistics
(see table 1), it was evident that the database contained only about.69% of official housing delivery
statistics and 67% of.official expenditure.

Table 1: Housing"delivery and expenditure comparison between HSS database and officially
published statistics

HSS database Official statistics
Sum of houses Sum of Sum of houses Sum of
completed expenditure completed expenditure
EASTERN CAPE 182 002 6431598 668 259,352 7775516 000
FREE STATE 154 236 4 845733 081 197 738 5613918 000
GAUTENG 364 076 10 338 910 080 590 543 19 676 252 000
KWAZULU- NATAL 269 355 7 187 257 135 418 172 13 253 665 000
LIMPOPO 151 769 3757.354 822 179 673 6 030 828 000
MPUMALANGA 120 117 3485 324' 344 178 576 4 857 113 000
NORTH WEST 137915 5 595640571 212 375 6 540 173 000
NORTHERN CAPE 38729 1404 735 375 49 898 1729 508 000
'WESTERN CAPE 218 852 6506864699 | 285444 8 896 226 000
Grand total . 1 637 041 49 553 418 775 2371771 74 373 199 000

_ See table 2 for detail and expenditure and delivery per programme as captured in the HSS.

Table 2 shows that according to the HSS database, social housing represents 41% of houses
completed and 53% of expenditure. Based on discussions with department representatives, it was
felt that this database does not provide a true reflection of the programmes. The HSS database was
therefore utilised only to identify projects and not as a sample frame. A major limitation of the study
was that a sample frame was not available, and therefore results could not be weighted. The table
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also shows that use of the HSS database as a basis for assessing the impacts at provincial and

national level posed numerous limitations to the research.

Table 2: Summary of HSS database per programme

Grouped Sum of houses Distribution of Sum of | Distribution of
programmes completed houses completed expenditure expenditure
Consolidation 83 097 5% 1245 907 430 3%
Emergency 5 261 0% 446.275 279 1%
Finance 530 0% 7705 194 0%
Individual 12724 1% 146 085 822 0%
NO DELIVERY - 0% 157 134 569 0%
PHP 116 012 7% 4088 737 757 8%
Project linked 382 563 23% 13 722 238 959 28%
Rural 61 519 4% 3 582 522 085 7%
Social 975 335 60% 26 156 811 680 53%
Grand Total 1637 041 100% 49 553 418 775 100%

As such, official delivery and expenditure statistics was used to obtain an understanding of the scale
and extent of thé™National Housing Programme tin.'terms of the costs associated with the
programme, thesprovinces in which the housing programme was implemented, and the changes and
trends that have'@eeurred in the last 16 years. Capital expenditure and operational expenditure input

data will be analysed separately.

Capital expenditure analysis

Figure 1 below illustrates the cumulative capital.expenditure for the National'Housing Programme at

constant 2010 prices for the 1994—2010 period.

Figure 1: Cumulative capital expenditure for the 1994-2010 period (2010 values)
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Source: Urban-Econ calculations based on Department of Human Settlements data and 2010 Housing survey

Figure 2 shows that a total of R115.56 billion in capital expenditure has been spent. Of the total
capital expenditure, R99.41 billion was spent by the Department of Human Settlements and the
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remaining R16.15 billion by other national departments, local municipalities, and the social housing
institute. Capital expenditure has grown at an average annual growth rate of 10.3% in the last
sixteen years.

Figure 2: Cumulative number of dwellings constructed and site and services built
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Source: UE calculations based on data obtained from Department of Human Settlements

The billions of rand that were spent translate into' thesconstruction of approximately 2.37 million
houses for the 1994-2010 period, as indicated in figure 3.6. Giventhe 2010 mid-year estimate for
the total South African population of 49 991 300 (StatsSA) and the beneficiary survey results that
there are 4.6 persons per household, it can berassuméd that National Housing Programme has
resulted in the provision of homes for 21.8% (10 910 147 people) of South Africa’s population.
Figure 3 illustrates the breakdown,of the provinces-imwhich the R115.56 billion was spent.

Figure 3: Capital expenditure per province relative to population for 2010
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Source: UE Calculations based on data from Department of Human Settlements,
2010 Housing Survey and Quantec Standarised Regional Data, 2010
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Figure 3 shows that the greatest proportion of capital expenditure for the housing programme was
spent in Gauteng (26.2% of total capital expenditure), followed by Kwazulu-Natal (18.0%) and
Western Cape (11.9%). The provinces that experienced the least capital expenditure are Northern
Cape (2.3%) and Mpumalanga (6.6%). Figure 3 illustrates that in general the province with the

greater population incurred a higher capital expenditure.

Operational expenditure analysis
The operating expenditure that was incurred in implementing the National Housing Programme is
presented in figures 4 and 5.

Figure 4: Cumulative operational expenditure, 1994—2010 (2010 prices)
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Source: UE Calculations based on'data obtained from 2010 Housing Survey

The cumulative operating expenditure for the 1994-2010 period (illustrated in figure 4) indicates that
the total operating expenditure.at.current 2010 prices is R2.11 billion. Operating expenditure refers
to those expenses that would“not have occurred ifsthe houses had not been constructed. The

operating expenditure consists _of., maintenance | «costs, expansion costs, purchases of
rental vexpenses and rates and taxes. The operating

furniture/appliances, services costs,
expenditure is relatively smaller than the capital expenditure,-although the operating expenditure will

be experienced for longer period of time.
As indicated with the capital expenditure, the expenditure for operétions has been spent mainly in

Gauteng (25.7%), and KwaZulu-Natal (17.0%).

To summarise, the analysis of the input data indicates that totals of R115.57 billion and R2.11 billion
had been spent on the construction of homes for the capital and operational expenditure phases of

this programme, the result of which has been the development of 2.37 million houses
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Figure 5: OPEX per province relative to 2010 population
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Source: UE Calculations'based on data from 2010 Housing Survey and Quantec Standarised Regional Data, 2010
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