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Executive Summary 

The evaluation of social housing cooperatives and instalment sales projects was commissioned by the 

Social Housing Regulatory Authority (SHRA). 

 

Co-operative housing and instalment sale (rent to buy) schemes have been developed in South Africa by 

housing institutions and co-operatives after the Institutional Housing Subsidy Programme (IHSP) was 

introduced in 1996. The IHSP was targeted at housing institutions to provide alternative tenure 

arrangements to immediate ownership. Such arrangements included rental, instalment sale, shareblock or 

cooperative tenure, to qualifying beneficiaries on condition that beneficiaries would not take transfer of 

the property for at least four years after the date of occupation. Co-operative housing was one of the key 

interventions initiated by the South African Government to assist in the delivery of housing to the low-to 

moderate income communities through alternative tenure basis, as a response to the social housing need.  

 

Cooperative housing was provided for in the Social Housing Policy in 2005 and ratified in the Social 

Housing Act of 2008 and therefore falls under the regulation of the Social Housing Regulatory Authority 

(SHRA). The SHRA regulates the social housing sector including schemes previously funded under the ISHP, 

which thereby also includes instalment sale projects. 

 

Purpose of the Evaluation 

The SHRA commissioned Alison Wilson Social Housing Consultants to conduct an evaluation of the 

performance of social housing cooperatives and instalment sale projects with the aim of providing policy 

recommendations to the SHRA, National Department of Human Settlements and other key stakeholders. 

 

The aim of this report is to identify all the housing co-operative and instalment sale schemes nationally & 

to give the status quo of each project along with “lessons learnt” from SHRA interventions; to document 

the successes and challenges of (social) housing delivery and management through housing co-operative 

and instalment sale projects, including case studies; and to assess the costs and implications on the state 

and citizens from implementing these models. In doing this we assessed whether housing co-ops and 

instalment sale are viable and sustainable options in order to inform policy decisions about whether co-

operatives and instalment sale schemes are able to deliver and manage social housing or not. 
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Methodology 

Between the end of 2018 and July 2019, the researchers collected evidence through a review of the 

literature, document analysis, case study analysis, key informant interviews, and financial analysis that are 

presented in this report. Interviews were held with housing providers, government departments, and the 

SHRA to both identify instalment sale and cooperatives, and establish their status quo. Furthermore, 

questionnaires were sent to housing institutions/SHIs and private sector providers to establish the status 

quo of schemes, as were a few telephonic interviews. The study examined housing cooperatives and 

instalment sale projects and performance, conducted case studies of housing cooperatives and instalment 

sale projects; and investigated lessons learnt from the SHRA’s interventions in trying to assist projects in 

distress. There were face to face interviews, telephonic interviews, and other communications with regard 

to the SHRA interventions and lessons learnt. The lessons learned were intended to inform the SHRA’s 

future interventions in other projects of a similar nature from a practical and cost point of view. 

 

Findings 

We identified co-operative and instalment sale (Rent to Buy) projects that have been funded by IHSP and 

tried to establish their current status and who they are owned or managed by (See Table 1). Though we 

probably do not have a total/complete view on all the projects, we found that nearly 12000 co-operative 

and instalment sale units have been developed under the IHSP. That is 9 448 instalment sale/rent to buy 

schemes, of which approximately 5 735 are probably still in existence, (or title has been transferred to the 

beneficiary under the scheme), if not necessarily functioning as instalment sale, rent to buy, nor rental in 

some cases; and 2289 housing co-operative units. Of these perhaps 1864 units are still in existence, 

though they may not currently be sustainable or functioning correctly as co-ops.  

 The findings show that there have been very few successes and numerous challenges in social housing 

delivery and management through co-operatives, and that it is not a viable nor sustainable option. The 

study identified one successful scheme that proved to be successful in that the people living in their units 

have managed to control the development process resulting in good quality homes that they can be proud 

of. However, the scheme itself is no longer sustainable and it no longer functions as a housing co-

operative. The SHRA has been involved in trying to rectify another co-operative at disproportional 

expense, to save it from liquidation by its loan funder, the National Housing Finance Corporation (NHFC).  

With regard to instalment sale there have been one or two schemes completed which have been 

successful in that they housed beneficiaries who wanted to own their own homes and the process was 

managed by well-run Social Housing Institutions (SHIs). In a couple of projects employers assisted with 

financing, either by contributing towards the capital costs, or by providing the necessary loan finance. 
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However the development of instalment sale/rent to buy schemes stopped in the early 2000’s as the 

original income eligibility band for the programme of R 3500 has not increased in line with inflation since 

the programme’s inception, thereby making the mechanism unviable. 

Costs to the State 

Approximately nearly 12000 units of this type have been developed under the ISHP. It has not been 

possible to establish the exact cost to government in terms of their investment in these schemes. At a 

conservative average cost of R18 000 per unit subsidy, a minimum cost of R216 million has been invested 

by government.  80% of instalment sale and co-operative housing projects have failed. They have either 

been liquidated or are struggling. In terms of the cost to the state, over 4000 units, or 35% of the total 

have been “lost” or taken over by residents who may or may not have been the qualifying beneficiaries. 

The loan funder to these schemes, the NHFC, has written off R122 million worth of loans made to them as 

irrecoverable, with another R42 million at risk (of non-payment). The SHRA itself has invested over R 5 

million through the capacitation grant to help turn around failing co-operative or rent to buy schemes. 

For instalment sale to work with the institutional subsidy and/or FLISP, the institutional subsidy quantum 

and FLISP quantum needs to be increased along with income bands. On the institutional subsidy model 

the income band needs to be near to R10,000, on a purchase price of R400,000. With the FLISP the income 

band needs to be somewhere between R10,100 and R12,300 for the loan to be affordable, with no 

additional subsidy being required. 

 

Policy Lessons learnt from the SHRA’s interventions 

With regard to the SHRA’s role,  a major finding is that the SHRA is not currently set up or capacitated to 

deal, in a comprehensive and decisive manner, with failing co-operatives and instalment sale schemes that 

fall under its jurisdiction, pursuant to Section 12 of the Social Housing Act. The findings caused serious 

doubt as to whether the SHRA should even have a role in the oversight of cooperatives and instalment 

sales schemes, in addition to its fundamentally different role for social rental. The findings would mitigate 

strongly in favour of the cooperatives and instalment sales being removed entirely from the SHRA’s scope 

leaving the regulator to continue developing its capacity to support and regulate SHIs providing rental 

housing.  

 

Recommendations 

In terms of policy recommendations this Report recommends that housing co-operatives be taken out of 

the remit of the Social Housing Act, as co-ops are a collective ownership model, one that differs 
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substantially from social rental. “Cooperative housing does not fit well policy-wise, subsidy-wise or 

regulation-wise with the Social Housing Programme. It would be more appropriate to place it under an 

ownership programme.” The funding and oversight for co-operatives should therefore be removed from 

the Social Housing Programme (and thus from the SHRA’s scope) and could be relocated to an expanded, 

revamped People’s Housing Process (PHP). This would fit in with the vision, policy context and operational 

framework outlined in the DHS’ Draft Housing Assistance Policy and Programme for Housing Co-

operatives.  

 

The co-op model is not viable without ongoing technical support. If a co-operative housing programme is 

to continue in any form then a permanent, sufficiently-funded and capacitated housing co-operative unit 

would need to be established in the relevant government department/s to act as a conduit for such 

support. (And before any such external support is terminated the co-operative must be able to prove that 

it can self-manage). It is not recommended that the SHRA should take on this role. 

 

Instalment sale is an ownership tenure, and therefore is not part of the Social Housing Programme. It 

could, however, be developed as a viable and sustainable tenure option for people on low incomes  

seeking  home ownership if it could be linked to the FLISP Programme, and there is an increase in the 

institutional  subsidy eligibility threshold from the current level of R 3500.00 per month. An increase in the 

income limit is necessary if this tenure form is to succeed. However the instalment sale model is not 

financially viable for a Social Housing Institution (SHI) to develop, as the profit lies in the sale of the units, 

that can take well over the ideal four year period, and not in the management of the longer-term 

repayment of instalments. The bankability of people on a low income will still be a problem and extensive 

consumer education on the model would be needed to clarify responsibilities. The full support and buy-in 

of the relevant municipal and provincial authorities would need to be secured before government decides 

whether to run the instalment sale/rent to buy programme again.  

 

Conclusion 

In summary, as stated above, housing co-operatives and instalment sale programmes are currently not 

viable nor sustainable options. No co-operatives have been developed under the Social Housing 

Programme and to be able to succeed they would need on-going technical support and proof of financial 

sustainability. Housing Co-operatives can still be developed with communities in future, however, using 

the Draft Housing Assistance Policy and Programme for Housing Co-operatives that is waiting for approval 

by the DHS. Instalment sale has not been a viable option for a long time due to the R 3500 pm income 
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eligibility limit and it is too difficult to make the product affordable in that low income market. The main 

objective of Social Housing was to provide affordable rental accommodation to low to middle income 

households. The emphasis was on rental accommodation.  It is therefore recommended that the SHRA 

should not continue to be involved in these ownership models.  

 

It should be noted, at the time of the study was commissioned, resources were not available within the 

SHRA to deal with some of the complexities of the matter and that subsequently resources have been 

acquired in this regard.  
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1.Project Definition 

1.1 Background 

The Social Housing Regulatory Authority (SHRA) was established by the National Department of Human 

Settlements as prescribed by the Social Housing Act (Act 16 of 2008). The SHRA is classified as a national 

public entity in terms of Schedule 3A of the Public Finance Management Act (Act 1 of 1999) (PFMA) and 

has been operational since January 2011.   The SHRA’s mandate is to capacitate, invest in and regulate the 

social housing sector.    

The Mission of the SHRA is to regulate and invest to deliver affordable rental homes and renew 

communities. The Vision is to provide affordable rental homes in integrated urban environments through 

sustainable institutions. 

Core to the mandate of the SHRA is to promote the development and awareness of social housing by 

providing an enabling environment for the growth and development of the social housing sector. As part 

of this mandate the SHRA advises the Minister of Human Settlements and provides advice and support to 

the Department in its development of policy for the social housing sector and facilitates national social 

housing programmes. For this to happen the SHRA needs to provide best practice information and 

research on the status of the social housing sector.  

Under the Social Housing Act social housing is defined as: 

 “…a rental or co-operative housing option for low to medium income households at a level of scale and 

built form which requires institutionalised management and which is provided by social housing 

institutions or other delivery agents in approved projects in designated restructuring zones with the 

benefit of public funding as contemplated in the Act”.  

 A social housing institution is defined as: 

“an institution accredited or provisionally accredited under this Act which carries or intends to carry on 

the business of providing rental or cooperative housing options for low to medium income households 

(excluding immediate individual ownership and a contract as defined under the Alienation of Land Act, 

1981 (Act No. 68 of 1981)), on an affordable basis, ensuring quality and maximum benefits for residents, 

and managing its housing stock over the long term”.  

Co-operative housing is therefore included within this definition of Social Housing, but Instalment Sale or 

Rent to Buy is not. According to Eglin (2008), “social housing” is:  

“Basically, anything that is not individual ownership”  

and necessitates the development of rental housing for the long term (minimum of 15 years). Instalment 

sale was developed under the current Institutional Housing Subsidy mechanism and involves the possible 
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transfer of ownership to an individual beneficiary after 4 years. (For definitions please see Section 2 

below). 

1.2 Introduction 

The SHRA appointed Alison Wilson Social Housing Consultant to conduct an evaluation of the performance 

of social housing cooperatives and instalment sale projects. The aim is to provide the National Department 

of Human Settlements (NDHS) with policy recommendations on the inclusion of co-operatives in the social 

housing programme and on the instalment sale programme. This will also inform future interventions with 

similar projects from a cost and practicality perspective. The SHRA would like the “lessons learnt” from 

their interventions to be captured in order to inform policy decisions, and to find a way forward for the co-

op schemes that were funded by the state, but that have not been sustainable.  

The purpose of the assignment is to:  

• Assess the social housing cooperatives’ performance and projects;  

• Assess the instalment sale projects;  

• Conduct Case studies of housing cooperatives and instalment sale projects;  

• Provide policy recommendations to the SHRA, National Department of Human Settlement and other 

key stakeholders.  

This is the final Draft Report that attempts to answer the following questions:  

• What are the successes and challenges of social housing delivery and management through co-

operatives?  

• What are the successes and challenges of housing delivered through instalment sale?  

• What are the costs and implications on the state and citizens from implementing these models?  

• Is social housing development and management through co-operatives a viable and sustainable 

option? If so, what are the policy, financial mechanisms and processes required to support this?  

• Is housing developed through instalment sale a viable and sustainable option? If so, what are the 

policy, financial mechanisms and processes required to support this?  

• What are the policy recommendations for co-operatives to deliver and manage social housing?  

• What are the policy recommendations on the instalment sale option?  

The research was derived through assessing and detailing SHRA (and other organisations’) experiences in 

intervening in some of the co-operative social housing projects e.g. Troyeville and Everest Court; and in 

instalment sale projects such as Amakhaya Ngoku. (Please see Section 5 below). 
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2.Tenure Options 

According to Development Works (2004), three available tenure options exist in South Africa: individual 

ownership, collective/group ownership, and rental. Some of these are applicable, or adaptable, for use in 

the social housing sector, and a brief outline of each is relevant to give context to this assignment: 

1. Individual ownership: The name of the person who has the right to use the land is registered on 

the title deed in the deeds office. The title deeds link a person to a specific erf. The person is able 

to sell their property on the open market. Sectional title is a variant on individual ownership, 

where an individual owns a portion of the land, but also owns a portion of common property 

collectively with other households through a body corporate. 

2.  Co-operative ownership: The title deeds are in the name of the Housing (Property Owning) Co-

operative and not in the name of the individual that gives the person the right to occupy a unit but 

not to own the land. (Namely, where neighbours (members) have joined together to own houses 

as a group and to manage what happens on the property). The person’s membership of the co-

operative, as outlined in the Use Agreement signed between a member and the Co-operative, 

entitles the person to occupy a specific unit for as long as they pay their fees and abide by the 

rules of the co-operative. 

3.  Rental: The tenant who occupies the unit enters into a lease agreement with the landlord who 

owns the building. The tenant needs to get permission from the landlord if they want to make any 

changes to the property. If the tenant leaves the unit, they do not get any money back. Within 

rental tenure there are three types of rental: 

4. Rent to rent: The person pays rent every month for as long as they stay in the unit. The rent is 

used by the landlord to cover all expenses of managing the property plus and profit. 

5. Rent to buy: The person rents the unit (as per rent to rent above) for an agreed timeframe (see 

Section 2 below regarding the institutional housing subsidy scheme where this was set at 4 years). 

At the end of this timeframe the person has a right to purchase the unit. Many of the first social 

housing schemes developed in the late 1990’s and early 2000’s may have included this option in 

their Lease Agreements with tenants (for example Garena Village in Polokwane), that led to many 

disputes with tenants at the time. Most early social housing schemes subsequently removed this 

clause from their Lease Agreements. 

6. Rent to own/instalment sale: A proportion of the rental paid each month goes towards 

purchasing the property. Once the tenant has paid off an agreed amount, the property is 

transferred to the individual who then takes individual ownership of the unit. Unlike rental, 
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liability for maintenance and payments of rates and services is held by the purchaser, as is any 

increase in the financial value of the property over time. 

Development Works (2004) carried out an assessment of how the different tenure options performed in 

order to promote informed choice, and an understanding of what functions the different tenure options 

provided. They particularly acknowledged, however, that: 

“The propensity for success or failure of a particular tenure option is highly subjective. It relates to a) the 

contextual and procedural dynamics affecting the particular application of an option through different 

models (i.e. its implementation), and (b) the particular interests of the range of role-players and 

stakeholders in a specific model.” (Development Works, 2004. p.9) 

The researchers found that lack of awareness of, and unfamiliarity with, the tenure options are key factors 

influencing performance as they appear to relate both to historical experience and the complexities 

inherent in the tenure options themselves. Implementation problems experienced may thus be ascribed 

to these factors rather than to shortcomings in the tenure options per se. And that: 

“The success or failure observed in a particular case may be more a reflection of that case itself rather 

than the tenure option’s overall potential” (Development Works, 2004. p.7). 

2.1  Institutional Housing Subsidy 

The Institutional Housing Subsidy Programme (IHSP) was introduced in 1996 and was aimed at providing 

capital to housing institutions for the provision and management of affordable rental housing. At that 

time government’s priority was the provision of housing for ownership to households earning less that 

R3,500 per month. The subsidy was aimed at employed people who needed an affordable rental 

opportunity first before transitioning into the formal homeownership market. Breaking New Ground in 

Housing Delivery - The Comprehensive Plan for the Development of Sustainable Human Settlements (DHS 

2009), that was developed in 2004 – further recognised the need to provide affordable rental housing to 

optimise the use of available well-located land. This was to cater for the growing need for affordable 

rental housing for persons who preferred rental to ownership housing options. The Programme provided 

housing institutions with access to Government grants to provide and hold rental housing stock for a 

minimum of four years and incorporated the option to sell the units to tenants after four years from the 

initial occupation of the units. Under the Programme the housing institution developed the housing stock 

for beneficiaries who qualified for housing subsidies on a rental, instalment sale, shareblock, co-operative, 

or alternative tenure, and provided long term management services for the housing stock. NGOs also 

accessed the IHSP to develop schemes for people with special housing needs and for single people.  
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”Institutional subsidies are specifically targeted at housing institutions that will provide tenure 

arrangements alternative to immediate ownership, for example rental, instalment sale, shareblock or 

cooperative tenure arrangements, to qualifying subsidy beneficiaries. The capital subsidy is allocated to 

the housing institution to the extent that it accommodates beneficiaries who qualify for subsidy 

assistance. The subsidy is provided on condition that beneficiaries will not take transfer of the property for 

at least four years after the date of occupation. If and when the beneficiary does opt to take transfer, the 

grant is administratively converted to an individual ownership subsidy” (DHS, 2009).  

Unlike the Social Housing programme, which only provides for tenure through social rental, the IHSP was 

targeted at housing institutions that provided tenure arrangements alternative to immediate ownership, 

with the subsidy provided on condition that beneficiaries did not take transfer of the property for at least 

four years. When transfer to a beneficiary takes place then the original subsidy quantum is considered to 

be an individual subsidy and recorded as such on the National Housing (Needs Register) database. The 

subsidy is retained by the institution on transfer/sale and does not need to be refunded. Another 

difference from the Social Housing Programme is that under Institutional Subsidy free standing units on 

their own plot can be funded. 

Since its introduction the Programme has set a qualifying limit for eligibility for people earning below 

R3500 a month. This was the criteria for eligibility for social housing up until the introduction of the Social 

Housing Act, when it was extended firstly to cover people earning up to R 7 500 per month, and then up to 

R 15000 per month. However, the income restriction of R 3500 has not changed since the programme was 

initiated. No new Instalment sale projects have been developed since the mid 2000’s (apart from Cape 

Town Community Housing Company’s scheme at Harmony Village that was completed in 2015), as the 

ownership product is not affordable for this low-income group, and banks would not provide loans to 

people earning this low income:  

“The IHSP was created more than 20 years ago and specifically targeted at households earning up to 

R3,500 per month. While at the time this income group included working people with steady incomes, 

stable jobs and ability to pay monthly rent, it is now below the legally stipulated minimum wage of R3,500 

and hardly sufficient to cover the basic costs, of living.” (Sheba & Turok, 2018. p) 

This evaluation looks at just two of the tenure options available under the Institutional Subsidy 

Programme, Housing Co-operatives and Instalment Sale (Rent to Buy): 
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2.2 Housing Co-operatives  

2.2.1 Definition 

Housing cooperatives are a collective, group ownership tenure option. The housing co-operative owns the 

property and the cooperative members have the right to vote (one member, one vote) at general and 

annual meetings and have the right to occupy a housing unit in the co-operative and elect representatives 

to perform management functions. Outside management companies can be created or contracted with to 

manage the housing co-operative’s financial and day-to-day administration.    

 

According to Stewart B & Associates (2005), there are 2 basic types of co-operatives, i.e. service co-

operatives and worker co-operatives.  In both cases the users are the owners.  

1. A service co-operative provides a service to its members like access to cheap food, quality and 

affordable housing, accessible finance, etc.  

2. A worker co-operative creates employment for its members in brick making businesses, 

bakeries, sewing projects, etc. 

Co-operative housing is the process whereby people voluntary come together to address their need for 

housing through a jointly owned and democratically controlled enterprise.  This could involve coming 

together to: 

• Save money for future housing development 

• Plan future housing projects 

• Help each other build their houses 

• Own the houses as a group 

• Maintain the houses over time 

There are many entry and exit points for a person to participate in a co-operative housing process.  For 

example, one group may decide to work together to save for, plan for and build the houses but then own 

the houses as individuals.   Another group may decide to buy an existing apartment complex and start 

cooperating from the stage of owning and managing the housing/ apartment units.  When people stop 

working together it ceases to be a co-operative housing process. 

According to Afesis-Corplan (Eglin, 2008), who were instrumental in the development of the Amalinda 

Housing Co-operatives in East London, there are three ways co-operatives can partake in the housing 

delivery process; 

• Co-operate through the housing process (Save together, plan together, build together, then own 

together) 
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• Co-operate to plan and build (Save individually, plan together, build together, then own 

individually) 

• Co-operate to own (buy housing/existing houses together, then own together). 

According to the International Co-operative Alliance:  

“A co-operative is an autonomous association of persons united voluntarily to meet their common 

economic, social, and cultural needs and aspirations through a jointly-owned and democratically-

controlled enterprise.  Co-operatives are based on the values of self-help, self-responsibility, democracy, 

equality, equity and solidarity. In the tradition of their founders, co-operative members believe in the 

ethical values of honesty, openness, social responsibility and caring for others.” 

In housing co-operatives therefore, people who need housing can join together to form co-operatives to 

provide housing for themselves. Co-operative members work together to organise housing, and each 

member pays a fair share of money towards the costs of the co-op. Members of the co-operative then 

have an equal say in how their housing is controlled. There are different co-operative housing models in 

different countries, but what characterises housing co-operatives compared to other housing providers is 

that they are jointly owned and democratically controlled by their members, according to the principle of 

“one person, one vote”. This has clear implications for the way they operate compared to other actors in 

the housing market. 

Co-operative ownership therefore is distinct from ownership tenure and rental tenure, where a member’s 

share in a housing co-operative entitles them to use a specific unit for as long as they pay their monthly 

fees and abide by the rules of the housing co-operative. Cooperative ownership is like rental in that the 

member pays a monthly fee to cover the costs of the co-operative (e.g. rates and maintenance) and like 

ownership in that the member owns shares in the co-operative that owns the land.  The title deed is in the 

name of the Housing Cooperative and not in the name of the individual person who owns a share in the 

Housing Cooperative.  This gives the person the right to occupy a unit but not to own the land. (Eglin 

(2008). 

Members are expected to pay monthly fees for the maintenance of the property and repayment of loans. 

When a member leaves the co-operative what is due to them depends on the option the co-operative 

adopts such as no equity, limited equity or full/market rate.  

According to Eglin (2008), there are three types of co-operative ownership, namely: 

1. Full equity: when a member leaves the co-operative they can transfer their share to an incoming 

member at a market determined price. (This is similar to individual ownership except that the 

share in the co-operative and not the title deeds changes hands on transfer). 
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2. Limited (or restricted) equity: where when a member leaves the co-op they can only transfer their 

share to someone who is on some form of waiting list at a price that is outlined in the statutes 

(constitution) of the co-operative. That could be a price that takes into account what the out-

going member has invested in the unit, plus a percentage for inflation over the period, less any 

depreciation or administration transfer fees etc; and 

3. No equity: where when a member leaves the co-op they do not get any money back from the co-

operative, except perhaps a nominal share that is transferred to an incoming member at a price 

that is linked to what they paid for the share; 

This is shown in the table below: 

 No Equity Restricted Equity Full Equity 

What the outgoing 

resident gets out on 

leaving 

Their share Their share + value of 

any improvements 

Market price (less 

admin/transfer fees) 

Who can move in Usually someone from 

the waiting list 

Someone from the 

waiting list 

Anyone prepared to 

pay the market price 

What incoming person 

has to pay 

Cost of the share 

(usually R1) 

Share + value of 

improvements (That 

could include inflation, 

less depreciation) 

Market price 

 

If a housing co-operative receives a government institutional housing subsidy, the co-operative will have 

to own the property for at least 4 years. After 4 years the housing co-operative could either:  

1. Continue to use co-operative ownership with limited (or restricted) equity. 

2. Continue to use co-operative ownership but remove the restrictions on share transfer (become 

full equity cooperative ownership).  

3. Transfer the personal spaces to individuals and keep co-operative ownership of the common 

space.  This is similar to sectional title except that a housing co-operative owns the common space 

not a body corporate. 

4. Transfer the personal space to individuals and transfer the common space to the local authority 

(in this instance the housing co-operative would be disbanded). Stewart.B. & Ass. (2005). 
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2.2.2 Housing Co-operatives in South Africa 

Co-operative housing was one of the key interventions initiated by the South African Government to assist 

in the delivery of housing to the low-to moderate income communities through alternative tenure basis, 

as a response to the social housing need.  

In June 2005, the MINMEC approved the Social Housing Policy, that included co-operatives, and this was 

ratified in the Social Housing Act (no.16 of 2008). Housing Co-operatives therefore fall under the 

regulation of the SHRA, but all co-operatives also need to be registered with the Registrar of Co-operatives 

that falls under the Department of Trade and Industry (DTI). An organisation cannot call itself a co-

operative if it is not registered with the Registrar of Co-operatives. 

When the Parliamentary Portfolio Committee on Human settlements met on 7 September 2011 to discuss 

and approve the draft Regulations to the Social Housing Act they stated that: 

“… government as a whole promoted co-operatives, however the Social Housing Act did not really 

accommodate the structure, its method of operation or provide tenure options of co-operatives.  The main 

objective of Social Housing was to provide affordable rental accommodation to low to middle income 

households. The emphasis was on rental accommodation. Cooperatives catered for the same target 

market, but the end result of the cooperative process was that the cooperative member owned his unit. 

This difference caused tension in how the cooperative model tried to fit into the existing provisions of 

Social Housing”.  

The Chairperson noted that it was an important point, which Parliament would have to deal with in the 

long run, but for the moment the Committee had to focus on processing the regulations. They noted that 

the Regulations could in some cases make it difficult to implement the primary legislation on the ground. 

In terms of the legislation and regulations, they stated that:  

“Ït was a mistake to put cooperatives in the Act”.  

 

The Social Housing Policy states that: “Primary and secondary housing co-operatives registered under the 

Co-operatives Act of 1981 and accessing funding through this programme will be considered together with 

the social housing institutions and will have to be accredited as social housing institutions. Separate 

guidelines, however, will be drafted to accommodate the specific nature, operations and regulatory 

requirements of the housing co-operatives. Housing cooperatives and the co-operative tenure form will 

allow for and encourage members’ contributions to be invested into the projects as equity contributions 

in order to reduce the overall debt funding required for the project. In these cases, the housing co-

operative option must be structured in such a way to exclude any individual member gain from the grant 

funding provided to the project.”  
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As part of the discussions to develop the Social Housing Policy in 2005 extensive work was carried out by 

the Social Housing Foundation (SHF), with assistance from Rooftops Canada, to develop guidelines for 

housing co-operatives to operate within the framework of the Social Housing Policy. One main issue was 

regarding members’ contributions and transfer value, or exit payment, when a co-operative member left. 

This would address the problem of how to deal with the issue of individual member gain. Another issue 

was the capacity building that would be required to bring housing co-operatives to a state when they 

would qualify for accreditation with the SHRA.  

It is not known what the final outcome of these discussions were but it is assumed that these 

considerations fell away as subsequently the SHRA commissioned a service provider in 2013/14 to draw 

up a Social Housing Co-operative Strategy and funding model for the SHRA to see how housing co-

operatives could be developed and still operate under the terms of the Social Housing Act. (see 5.1 

below). It is not known whether separate guidelines have been drawn up to enable co-operatives to 

comply with the Social Housing Act and deal with this issue of individual co-op members not gaining an 

extra benefit from the Social Housing Capital Grant.  

A Review of The Status of Housing Co-Operatives in South Africa was carried out by the National 

Department of Human Settlements in 2013 and a separate Housing Policy and Programme for Housing Co-

operatives was drawn up that was presented to the Rental Housing Task Team in 2015. The SHRA had 

representation on the Steering Committee set up by the National Department but did not attend any of 

the meetings. Subsequently the draft policy that was agreed by the Steering Committee was amended by 

the Department and there is a newer version that has been prepared for approval by Minmec. (DHS, 

2018). This version is a separate stand-alone programme and is not linked in any way to the Social Housing 

Programme. This draft Co-operative Programme will only serve those earning up to R3 500 per month and 

the DHS will fund the programme out of the Human Settlements Development Grant (HSDG) from the 

National Department of Human Settlements in its own right.  This Policy has not yet been approved. 

 

A number of housing schemes were developed by housing co-operatives in the late 1990’s utilising the 

Institutional Housing Subsidy Programme. They housing co-ops collectively owned and managed the 

housing schemes. They are listed in detail in Table 1 in Section 6 below. For example, the following Co-

operative/ Co-op-like organisations were set up and had schemes developed for them by Cope Housing 

Association in Johannesburg. Cope Housing Association then managed the schemes and buildings on 

behalf of the co-op/companies under a management agreement. They were: 

• Troyeville Housing Co-operative  

• Newtown Housing Co-operative  
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• Tswelopele Housing Co-operative  

• Everest Court Housing Association  

• Hadar Court Collective Housing Company -  

• Philani ma-africa Housing Association and  

• Bertrams One Development Company 

Only the first three co-operatives listed above were registered as Housing Co-operatives under the 2001 

Co-operatives Act while the remaining four were Section 21 Companies (with the first three of these being 

constituted as Shareblock Companies). Newtown Housing Co-operative was liquidated in 2009 and the 

sustainability (and existence of some) of the remaining projects is in doubt. (Please refer to Table 1 and 

Annexure 1 for their current status).  

In Cape Town two housing co-operatives are, as of late 2019, still in existence that were formed with the 

support of the City of Cape Town and Rooftops Canada under the then City’s ‘’Hostels to Homes 

programme”: Ilinge Labahlali and Welcome Zenzile. (Duke, 2007). Ilinge Labahlali was established with the 

aim of ultimate individual ownership, whereas Welcome Zenzile was established with no goal of ultimately 

converting to individual ownership. Welcome Zenzile has experienced difficulties in governance with splits 

amongst the members. 

(Note: Shayamoya in eThekwini, which was mentioned in the Terms of Reference, is a rental housing 

scheme, and not a housing co-operative, nor an instalment sale scheme). 

Amalinda Housing Co-op in Buffalo City was developed with support from the NGO Afesis Corplan and the 

Swedish agency, SIDA, and was managed by the then East London Housing Management Co., that has now 

closed. This scheme was developed under the Institutional Housing Subsidy Programme as an ownership 

co-operative comprising 9 housing co-operatives made up of 216 units, with the aim of transferring the 

units to individual owners after 4 years. However, most of the members in the Amalinda project have not 

been able to take transfer of their units. 

 

According to SHF (2008) the model of resident co-operative ownership such as in Ilinge Labahlali can only 

be successful under the following conditions, that are relevant to this study: 

• Exceptionally well-informed and skilled resident leadership 

• A high level of enthusiasm, patience and commitment by residents 

• Ongoing expert technical assistance from the municipality (and in the case of hostels 

redevelopment in Cape Town an international housing specialist NGO) 

• The provision of low cost or even pro-bono services from professionals such as architects and 

planners. 
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In the past, agencies such as Rooftops Canada put a lot of effort into the establishment of housing co-ops 

in South Africa but withdrew their support some years ago. Other initiatives were made by the Social 

Housing Foundation (SHF). Since the Social Housing Act covers co-operative housing, the SHRA made an 

effort to try and bring more co-operatives into social housing through the development and 

implementation of a co-operatives strategy but, as of the end of 2019, only one secondary co-operative, 

the Gauteng Secondary Housing Co-operative, has been conditionally accredited. Another co-operative-

like association, Social Housing Solutions, has been conditionally accredited by the SHRA but has not yet 

developed housing projects. 

Figure 1. Ilinge Labahlali Housing Co-op, Nyanga, Cape Town 

 

Seen here in 2012 (photo Alison Wilson) and in 2019, with 2nd story extension by “home owner” (photo 

Barry Pinsky) 

 

Due to the lack of sustainability of some schemes developed as co-operative housing in South Africa 

(ICA,2013), the SHRA has had to use its powers of intervention under Section 12 of the Social Housing Act 

to intervene in the affairs of co-operatives such as Troyeville and Everest Court Housing Association.  

These processes are lengthy and expensive with SHRA appointing attorneys, administrators and social 

facilitators.  

The SHRA wanted the “lessons learnt” from their interventions1 to be captured in order to inform policy 

decisions and to map a way forward for the co-op schemes that were funded by the state, but that have 

not been sustainable. One of the key questions is why people choose to live in co-op housing and whether 

the co-operative tenure model plays a role at all in their choice. Many people are desperate to gain access 

 

1 The Lessons Learnt are captured in this Report in Section 7 below. 
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to good quality well located housing, regardless of the tenure option. Once a settlement has been 

established and the houses allocated, the need for the co-operative tends to diminish and individual 

needs resurface. 

2.2.3 International examples of Housing Co-operatives 

If South Africa is to consider maintaining or expanding a programme of facilitating the development of 

subsidised housing cooperatives, and to keep co-ops within the Social Housing Programme (SHP) - it is 

vital to examine the successes experienced in other countries. This may provide a sense of what needs to 

be done – by government and civil society – to develop a functional and sustainable co-operative housing 

sub-sector.  More specifically, such benchmarking may also provide some indicators as to what broader 

social and economic conditions, institutions and structures, financial sources and programmes, and 

stakeholder partnerships are required to make low-income co-operatives work in the South African 

context.  

Two international examples of countries where co-ops are firmly established as a means of providing 

housing for low- and moderate- income earners are briefly summarised here. These examples are Kenya 

and Canada.  

Kenya 

A strong culture of co-operatives in Kenya dates back to the colonial era. By 1980, however, a grass-roots 

and well organised housing co-operative movement had emerged.  A core component of this movement 

was the involvement of the Central Organization of Trade Unions (COTU) which founded the National 

Cooperative Housing Union (NACHU) in order to facilitate better housing for its members. Building on the 

culture of co-ops in Kenya, housing co-ops were seen as a core approach to meet critical housing need.  

Virtually from its inception, NACHU developed successful partnerships with other housing co-op 

movements which provided assistance in capacity building, housing development, community delivery 

programs, and which provided a source organisational support (Co-operative Housing International: 

2019).  Such partnerships have stood the test of time and are still strong to this day. The co-op housing 

movement has grown in numbers over the decades due to the work of NACHU and its partners. As of 

2017/18 NACHU has approximately 550 organisational members representing more than 250,000 people. 

A core component of the sustainability and growth of the sector has been the proliferation of a wide 

range of multi-stakeholder partnerships including the private sector. Most critically, co-ops have been 

afforded access to an array of housing microfinance (HMF) products. Access to loans is made possible 

through leveraging by the Co-operative Bank of Kenya (CBK). This lending facility is financed from multiple 
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local and international sources. While some collectively managed  co-ops have been developed through 

NACHU, the preferred form of tenure is for co-ops that give ultimate individual ownership.  

The enabling environment for co-ops in Kenya has been made possible by a solid national legal framework 

including (but not limited to) the Cooperative Societies Act (as Amended), 2004, which guides the 

formation and operations of housing co-operatives. 

The Kenyan experience therefore suggests that the following elements are key to developing a sustainable 

low- to moderate- income co-operative housing sector: 

• An historical and solid tradition of co-ops which translates well to housing development, 

management, etc. 

• Primary involvement by, and ongoing commitment to, co-op development by the Trade Union 

Movement. 

• A vibrant and truly representative federation of co-ops which works to consolidate and expand 

the sector. 

• The creation of a wide range of micro-finance products available for co-op development 

• A dedicated national bank focusing exclusively on co-ops which facilitates access to such products 

and provides low-interest loans through pooling a range of funding sources.  

• A strong national legal and regulatory framework – including an overarching dedicated Act - 

which facilitates the formation and effective operation of co-ops.  
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Figure 2 Kambimoto Village, an incremental build ownership Housing Co-op in Hiruma, Nairobi 

 

Photos. Alison Wilson.14.9.2012 

 

Blackboard in the co-op’s office showing each co-op  

members’ contributions 

 

 

 

 

 

  

Canada 

The vast and successful Canadian cooperative housing sector is built on a movement in existence for more 

than a century. Similar to Kenya, the Trade Union Movement played the lead role in expanding and 

consolidating the sector. In the 1960s Canadian Labour Congress and the long-standing Co-operative 
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Union of Canada formed the Cooperative Housing Federation of Canada (CHF Canada) to encourage the 

development of housing cooperatives. 

The Canada Mortgage & Housing Corporation (CMHC), provides extensive financial support for co-op 

development. The co-op sector is supported by both government and sector agencies. Prime among such 

statutory bodies is the Cooperative Housing (CHA), which is solely dedicated to providing oversight and 

support to housing co-ops. This agency was created in 2006 to administer the national government’s 

numerous and diverse cooperative housing programs through a service agreement with the CMHC.  

Of important note to South Africa is that the Cooperative Housing Agency (CHA) rates cooperatives and 

provides immediate assistance to any that are at risk of failure while also contacting any assessed to be at 

moderate risk.  The CHA is therefore not simply a regulatory body but is fully capacitated to identify co-

ops at risk and to intervene and help prevent their failure.   

A vital feature of the Canadian co-op sector as observed by Crabtree et al (2019) is that co-op residents 

seem to have a higher sense of community, stronger relationships with friends and neighbours, and 

stronger social supports than residents of other tenures. This provides a vital clue for South Africa and 

provides some basis for the finding of this report that co-ops can only be successful if the motivation and 

commitment for them comes from strong, well organised, grass-roots community groups.  

Another vital indicator as to why Canadian co-ops have proved sustainable (unlike South African co-ops) is 

that member residents need to contribute relatively high levies.  While co-op housing is considered 

affordable, housing costs exceed 30% of income for more than 50 per cent of co-op residents in Canada. 

This rate of levies, and a very high collection rate, is what it takes to ensure ongoing, operational 

sustainability for co-ops.  

It is also noteworthy that, in Canada, co-ops are well integrated with broader systems of social support. 

This includes health services, youth and senior services, employment & training and others. This link has 

proven critical for the personal and socioeconomic well-being of co-op members and thus the good-

functioning and sustainability of the co-ops themselves as entities. A great challenge for South Africa in 

this sense is that we simply do not have anywhere near the same levels of broader socioeconomic support 

services as Canada does to refer potential co-op residents to.  

Recently, a Canadian government intervention called the Federal Community Housing Initiative has been 

formed to help stabilise and maintain existing community housing including cooperatives. Some $500 

million has been allocated for this initiative. The government’s National Housing Strategy also includes a 

mortgage pre-payment option for cooperatives which hold CMHC mortgages that enables prepayment 

without penalty. 
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The Canadian example therefore provides some strong indicators as to what is required to develop and 

sustain a subsidised programme of low- to moderate- income housing co-ops. These include: 

• Building on a long experience of co-operative housing.  

• Early input and leadership by the Trade Union Movement. 

• The development of a national statutory body solely dedicated to supporting co-op development 

and management. A core role of that body being to identify co-ops at risk and to provide support 

accordingly. 

• A financial entity whose remit includes the provision of loans to co-ops and to help them access 

other financial products. 

• Co-ops being developed by well-organised communities characterised by strong relationships and 

strong social support networks. 

• Access for co-op residents to broader systems of socioeconomic support and development.  

• National government fiscal initiatives to help stabilise co-ops.  

2.3 Instalment Sale  

2.3.1 Definition 

Instalment sale is an option with the express intention of conversion to individual ownership, once the 

conditions of sale have been met. Instalment sale projects are those that were developed mainly by 

housing institutions and funded via the IHSP mechanism whereby the beneficiary pays the purchase price 

and market related interest through monthly instalments over a minimum of 4 years. The purchasing 

beneficiary may not, subject to the provisions of the Alienation of Land Act, 1981 (Act No. 68 of 1981), 

take transfer of the property until the purchase price has been paid, nor in any event prior to the 4-year 

period from the occupation date. DHS (2009). The beneficiary takes transfer of the unit after they have 

paid the last instalment as set out in the initial sale agreement between the SHI and the individual. The 

institutional subsidy amount is regarded as the final instalment made by the beneficiary to the institution 

in terms of their agreement with it. The institution may not sell properties that have been disposed of in 

terms of instalment sale to third parties prior to this except if the beneficiary defaults in their obligation. 

According to the Housing Code the purchase price at which an option to purchase can be exercised should 

be stated in the agreement between the institution and the beneficiary. Also, after the 4-year period the 

institution is entitled to give the beneficiary 6-months’ notice to purchase the property from it, failing 

which the institution can cancel the agreement. 

The beneficiary takes occupation rights from the beginning, at the signing of the Instalment Sale 

Agreement (ISA) with the institution and agrees to pay the purchase price that is set at the start. They buy 
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at a price on day one but the transfer of the title deed only takes place at the end, after the last instalment 

has been paid. Rights of Ownership transfer occurs at the point when the ISA is registered at the Deeds 

Office. From the signing of the ISA the beneficiary is responsible for all costs relating to the property, such 

as rates, levies and maintenance etc. The beneficiary can sell at any time, but title only transfers into their 

name when the final instalment is made. Once an agreed threshold of payment has been achieved (usually 

set at 50% of the purchase price) the purchaser may elect to take transfer of the property. Such transfer, 

however, can only be effected, provided the outstanding balance of the purchase price has been paid. 

According to Development Works (2004), the idea of the instalment sale package is that the project is 

financed by a developer who secures the risk by holding and managing the property for a period of time. 

Housing Institutions manage the units delivered on a 'rental' basis for the 4 years until beneficiaries can 

take up ownership, mainly on an individual Sectional Title basis. However, the model has an effect on the 

long-term sustainability of a Housing Institution, as once the units are transferred to the beneficiaries 

after 4 years, then, just as the institution is reaching viability it will be selling its primary assets. There will 

also be a problem if certain beneficiaries take up ownership, and others do not, leaving the Housing 

Institutions to manage a mix of rental, and possibly Sectional Title stock, two very different products. 

However, one positive idea of this process is the progression from rental to ownership and the building up 

of an understanding of the rights and responsibilities of home ownership which is missing from the Formal 

Housing delivery process. During the 4 years the beneficiary pays a subsidised rental that allows them to 

clear any outstanding debts, build up savings for a deposit and develop a positive credit record. (Sheba & 

Turok, 2018). The beneficiary should then be bankable and able to access a home loan. 

 

The other ownership option available under the institutional subsidy mechanism is the rent to buy option. 

Here a beneficiary rents for a minimum of four years and then obtains a mortgage bond from a private 

bank in order to buy the property. During the rental period the beneficiary pays a subsidised rent that 

allows them to build up savings to pay for a deposit and develop a positive credit record. Once this is 

achieved then the beneficiary will be bankable and should be able to access loan finance from a private 

institution (Sheba. A., & Turok.I. (2018). If a tenant leaves their unit before taking transfer they are 

entitled to a repayment of any accumulated savings. The enjoyment of the rights of ownership are 

therefore gradual and can only be confirmed once the conditions of sale are fulfilled. 

 

2.3.2 Instalment Sale schemes in South Africa 

The current status of Instalment Sale schemes in South Africa is set out in section 5 and 6 of this report 

and in Annexure 1 to this report. 
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The HSRC Study found that even in the early stages of the development of instalment sale projects in the 

country they suffered from a lack of capacity and inexperience of newly founded social housing 

institutions. In particular there was a reluctance by the financial sector to become involved in the market. 

There were concerns over lack of beneficiary affordability, credit-worthiness, security over the asset, 

bankability of the housing stock itself, building quality, issues of poor governance etc. After the mid 2000’s 

it was impossible to find beneficiaries who were permanently employed and earnt below R 3500 a month.  

(Currently there is also an issue of several provinces no longer having a budget for the IHSP, since the 

institutional subsidy for social housing was transferred to the SHRA. For example, in Gauteng there is no 

separate institutional housing subsidy budget available at all). 

The main challenge identified was regarding the selection and management of beneficiaries, so there was 

a need for good vetting systems, arrears collection systems and management procedures. Like with the 

new concept of rental housing co-operatives in the late 1990’s to early 2000’s, people did not really 

understand the complexities of the tenure.   

 

Western Cape Provincial Government’s Affordable Housing Division have been trying to address this issue 

of beneficiary education by setting up databases and training sessions for low income households who 

want to become homeowners through their Finance Linked Individual Subsidy Programme (FLISP) and 

other programmes. They have set up Credit-worthiness rehabilitation programmes and want to assist 

people on incomes as low as R 7000 a month to be able to buy by partnering with banks. They have run a 

pilot programme for 300 households so far to pre-screen potential beneficiaries. They feel that there is a 

need to identify an instrument that helps people to buy, but the problem with instalment sale is where to 

get bond funding from, if not from the NHFC.  

 

The main findings of the HSRC study were that: 

“The lack of review of the IHSP (Institutional Housing Subsidy Programme) policy by the national 

government has made it impossible to apply the subsidy effectively and stakeholders have lost interest or 

misused the subsidy in other respects, which seriously undermined its credibility and usefulness. Most 

importantly, the national government’s decision not to escalate the original income band of R3,500 in line 

with inflation, despite provisions in the policy, made the programme defunct at an early stage. Other 

identified barriers in the policy are the sales restriction, quantum subsidy and accreditation process with 

SHRA. Reforming these aspects of the IHSP and increasing capacity among all stakeholders is essential if 

the government wants to make the programme work again”.  

However, their research finds that: 
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“Even a reformed IHSP would face challenges in increasing affordable housing delivery at scale in the near 

future”, and “suggests linking the rent to buy model to a revised Finance-Linked Individual Subsidy 

Programme (FLISP).” 

Their study argues that: “Revising the FLISP subsidy and enrolling potential applicants in a rent to buy 

programme would make their home loan applications more successful and subsequently increases the 

supply of private mortgage finance, leading to strengthened effective demand for affordable housing, 

which private developers could respond to”. 

The Finance Linked Individual Subsidy Programme (FLISP) is targeted at people in the affordable or gap 

market whose income is inadequate to qualify for a home loan but is above the eligibility limits to benefit 

from other government housing subsidy programmes. People can earn between R3 501 and R22 000 per 

month to be eligible may apply for a FLISP subsidy, as long as they are first time home-buyers. The FLISP 

subsidy quantum and income bands were revised in July 2018, after the HSRC had published their report 

mentioned above, and the subsidy quantum was raised to between R121,626 (for people earning R 3 501) 

and on a sliding scale to R27,960 (for people earning R 22 000).  

The FLISP subsidy is paid to the developer/ lender who provides the loan and reduces the amount that a 

qualifying beneficiary has to pay for their initial mortgage loan. It helps to reduce the amount or shortfall 

between the qualifying loan and the total house price. This reduces the cost of the home loan instalments 

to a more affordable level for beneficiaries over the period of the loan repayment. 

 

There have been some Private sector initiatives through companies such as Rent2Buy and Chartwell that 

operate in Gauteng and the Western Cape, for people earning above R 15 000 a month. (These people 

would therefore still fall within the FLISP eligibility category). For example, Chartwell Group have 

developed approximately 1000 units under instalment sale to the R 18-30 000 per month income group, 

and are piloting a rent to buy product for people earning above R 15 000 a month. People in the higher 

income brackets can therefore access home ownership through this model in the private sector2. 

 

2.4 Alternative tenure options 

2.4.1 Shared Ownership 

While a variety of shared ownership arrangements exist, South Africa has not developed any specific 

mechanisms for shared equity. Given the affordability constraints (wealth and income), that plague 

moderate income households, “shared ownership” has become a way of packaging affordability for 

 

2 Please see Annexure 1 for more details about Rent2Buy and Chartwell product offerings 
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homeownership that is otherwise only accessible to higher income earning households - a way for middle-

to-low income households to 'get a foot on the ladder' of homeownership. (Nell. M & Ass. 2003).  

Shared ownership has been available in England for 40 years now and is mainly offered by SHIs or their 

private SHI partner organisation. The buyer purchases a share in the unit and rents the remainder from 

the SHI, who owns the rest. The unit is owned by two parties: The Occupant pays their share of the bond 

instalment, rental & a levy & the other portion is funded by the SHI. The SHI has a panel of mortgage 

lenders available to provide the loans required. 

The occupant purchases a portion of the equity of a dwelling and pays a subsidised rent for the remainder, 

usually from a housing association. The occupant’s part-share of the equity may be as low as 25% or as 

high as 75%. They pay a mortgage on the part they’ve bought, and then pay rental for the remaining part 

to the HA, local authority or developer who retains the equity stake. (Average c 40%). - The occupant has 

the right to subsequently buy additional equity slices (staircase up) from the other owner at current 

market values at any time, per an independent valuation.  At each staircase the Occupant has to pay the 

valuation & legal fees (and used to be stamp duty as well). However, in the 40 years the scheme has been 

going less than 10% of people have exercised the option available to them of stair-casing up (buying an 

extra tranche of the property). 

The average earnings of people taking up shared ownership are £33,000 while the national average 

earnings are £ 27,000, and to be eligible the purchase price of the house has to be below £ 80 000. Fifty 

percent (50%) of purchasers under the schemes are first-time buyers. The properties are usually leasehold 

so the buyer also has to pay a monthly levy as well as contribute to major maintenance works (like in 

sectional title). In Wales they offer a Retained Equity scheme whereby instead of paying a rental to the SHI 

the Occupant shares in any appreciation benefit to the extent of its equity share, when the unit is sold.  

There is still, however, widespread misunderstanding from the general public towards shared ownership, 

as the term “shared” is especially misunderstood. 

  

2.4.2 Help to Buy 

In England the British Government offers an equity loan of up to 20% of the cost of a newly built home to 

people who qualify. Homes England (a government agency) is responsible for collecting on the loan, not 

the SHI. Most are first-time buyers. The beneficiary only has to pay a 5% cash deposit and raise a 75% 

mortgage for the rest. For the first 5 years the buyer gets an interest free loan on the 20%, but after the 5 

years would pay the going interest rate (currently 1.75%, increasing by CPI annually).  The loan has to be 

repaid within 25 years. 

In the period from 2013 to 2018, 195 000 people have been helped to buy, of which 80% have been first-
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time buyers. The scheme has given a major boost to housebuilding, as it encourages new developments, 

especially by small housebuilders in local areas. The scheme currently runs until 2021 so there is a concern 

that there will be a huge impact on small builders, jobs and the local economy if it is stopped. 
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3.Research Methodology 

The following methods were adopted in carrying out this research: 

 

Assessment and Identification of Projects  

In order to assess the performance and projects developed through housing co-operatives and instalment 

sale, the first step taken was to identify and list co-operative and instalment sale schemes nationally. This 

was done by:  

Co-operative social housing and instalment sale/rent to buy projects nationally were identified and listed3.  

Desktop analysis of SHRA intervention reports and data collection (from interviews) document analysis, 

eResearch and collection of information using secondary data sources. 

The following methods were used for collecting data:  

- Primary data collection: interviews with housing providers, government departments, SHRA, 

questionnaires, emails soliciting information from provinces, more established SHIs which might 

have engaged in instalment sales, and private sector housing providers who had received the 

institutional housing subsidy per subsidy lists4.  

- Secondary data sources: databases of numbers of housing co-ops from the DTI; any secondary 

survey data or reports from Provinces to establish the number of Instalment Sale schemes 

- Existing literature: literature review. 

Data collation and analysis:  

- Collation of information:  Data collected was based on interviews/surveys, emails, and desktop 

analysis to feed into a report on the status quo’. 

- Analysis methods: collation/ analysis of (limited) quantitative data; & qualitative data analysis of 

interviews, questionnaires and email correspondence 

An assessment of the status quo of a sample of projects was carried out through the activities below: 

 

- Research: Document analysis: Interrogate SHRA reports (and any other available reports) on their 

interventions in identified schemes.  

 

3 see details of the approach followed in Part 5 below 

4 Please see Annexure 3 for the Interview Questionnaire, and Annexure 5 for the research method used regarding 
interviews carried out. 
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- Conduct interviews with a sample of co-ops (where possible) and Instalment sale providers, SHIs, and 

government departments;  

-  SHRA & private sector providers- See listing of those interviewed in 5.2.;  

- Questionnaires sent to SHIs/housing institutions and private sector providers; 

- Email correspondence with various stakeholders to ascertain status of some schemes; 

- Checked registration with CIPRO to ascertain if registered as a co-operative or not and current 

governance/registration status; 

- Interviewees from key stakeholders (SHRA, NHFC, AFHCO, DHS and provincial government, as in 5.2 

below);  

- Where possible, and based on the information available, details were obtained on how the schemes 

were funded: capital costs, revenue/operational costs & source/type of financing; institutional 

mechanisms, and establish exact nature of tenure of schemes. 

 

We also developed the attached Evaluation Framework in Annexure 3 to inform the questions to be asked 

at, and conduct of, the case studies. 

 

Key informant interviews 

Interviews that were conducted and the questionnaire used explored the following themes of:  

- The first section of questions in the questionnaire dealt with identification of schemes where, 

when and how many units were developed, how many beneficiaries had taken transfer, etc; 

- The second section of questionnaire dealt with status quo type questions: how well were the 

schemes managed, successes and challenges, and sustainability, etc5. 

 

Interviews were semi-structured and in some cases the interview schedule(s) was used more as a guide 

and the interview more open, allowing for more free flowing feedback.  In some instances, a few other 

additional questions were also asked of the interviewee in order to assess project performance and also 

for assessing SHRA interventions. 

 

Interviews were conducted with the following participants6: 

 

 

5 Please see Annexure 3 for the full questionnaire 

6 For more details please see Annexure 5: Interviews and Communications 
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• CTCHC regarding their instalment sale schemes 

• Western Cape Province Affordable Housing Division 

• City of Cape Town representative re co-ops 

• Renney Plit regarding AFCHO’s instalment sale schemes 

• NHFC 

• Chartwell Group 

• DHS policy division regarding FLISP & the draft co-ops policy 

• Chairperson of the Gauteng Secondary Housing Co-operative and SAHCA 

• Centre for Affordable Housing Finance (CAHF) 

• JHB Inner City Resource Centre regarding Bertrams Housing Company 

• Rooftops Canada 

Telephone interviews with the following: 

• Developer for Abahlali HA  

• SOHCO regarding their Amalinda scheme in Buffalo City 

Where interviews could not be secured a questionnaire (See Annexure 4) was sent to: 

 

• Lakutshona HA 

• Sol Plaatje Housing Co/SASICH – not completed/returned 

• First Metro Housing – not completed/returned 

 

We were not able to secure an interview with First Metro Housing Association regarding their instalment 

sale scheme at Westrich. 

 

Case Study analysis 

On the particular schemes selected for the case studies analysis in order to analyse the implementation 

and challenges (or success) of these models we mainly took Information from some of the interviews 

above. That included telephonic interviews, face to face interviews, and other communications. This 

concentrated on the themes of how well the schemes were managed, successes and challenges, and their 

sustainability. We did not source original project documentation but carried out a review on the literature 

on the projects, where available, as well.  

 

SHRA Interventions 

SHRA reports (and any other available reports on the projects) were interrogated on their interventions in 

identified schemes. Telephonic interviews were conducted/ or emails sent to solicit information on SHRA 
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interventions, along with key informant interviews. That is those people directly involved in intervening in 

the projects – staff at the SHRA itself and service providers. We did not speak directly with beneficiaries. 

 

Beneficiary interviews/surveys 

According to the Evaluation Framework in Annexure 3 we had hoped to be able to conduct surveys of 

beneficiaries if possible as part of the case study research, but we were not able to access the project/ 

management companies in order to do this in the schemes we had identified. This was perhaps due to a 

reluctance of the Managing agent or residents. In the case of Bertrams Housing Company it was by the 

residents, for Eastleigh Court Housing Co-operative it was by SAHCA, and for Westrich (in eThekwini), it 

was the SHI. 

Financial analysis 

In order to try and assess the costs and implications on the state and citizens from implementing these 

models we carried out a financial analysis to try and: 

• quantify the following aspects: quantum of the institutional housing subsidy invested in the projects 

by government; loans made by the NHFC which invested in these projects; contributions made by 

municipalities in terms of bulk contributions, land, and other contributions such as rates rebates; and 

the cost of interventions made by the SHRA in trying to regularise projects as part of their mandate  

• develop a simple model in an Excel worksheet to see what income and subsidy levels would be 

required to enable people on lower incomes to become homeowners under rent to buy/instalment 

sale7.  

 

The final output was to synthesize the policy and programme findings through an analysis of the 

status quo, recommendations and improvement plans.  

 

 

7 This is covered in Section 9.3 below, with the financial modelling shown in detail in Annexure 4 
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4.SHRA and other Interventions made to date 

As part of its mandate the SHRA monitors those instalment sale schemes managed by SHIs that have been 

accredited by them. They have also intervened in two housing co-operative-like organisations’ schemes to 

try and rectify them, but It is not clear on what basis that the SHRA has intervened in some schemes 

rather than others. For example the SHRA has intervened in the affairs of the 35-unit Everest Court 

Housing Association under Section 12 of the Social Housing Act, but not in a similar scheme like Hadar 

Court (22 units).  A summary of an assessment of the lessons learnt from these interventions is contained 

in Part 7 of this Report, with the detailed Report on lessons learnt from the SHRA’s interventions is 

contained in ANNEXURE 2 to this Report. 

 

Apart from these detailed interventions by the SHRA under Section 12 the SHRA has been involved in 

monitoring the following SHI schemes that were developed under instalment sale:  

• CTCHC schemes 

• Amalinda (SOHCO) 

• Amakhaya Ngoku project in Masiphumalele in Cape Town. It was started as a rental scheme, utilising 

the institutional housing subsidy via the provincial government and the City of Cape Town, and 

developed flats on the edge of the informal settlement. The SHRA report on their interventions noted 

however that the residents actually wanted to own their units rather than rent them. (See Annexure 2 

of this Report). 

 

The Social Housing Foundation (SHF) and the National Housing Finance Corporation (NHFC), provincial 

government and other stakeholders such as the local municipality intervened in the following 

instalment sale schemes: 

• Abahlahli Housing Association in Port Elizabeth. This was one of the early schemes in the late 1990’S 

that used the institutional subsidy mechanism for an instalment sale housing scheme as part of an 

employer assisted housing project with support from General Motors. However, although the 1st 

phase was successful the 2nd phase was hampered by criminal and political interference that caused 

residents not to pay so it was no longer sustainable (Matlock, R. & Del Monte, L. (2005). The idea was 

that the employer would assist in providing guarantees and in facilitating the loan portion required, 

thus mitigating the risk. (The NHFC took over the scheme in 2008 after various stakeholders had been 

involved (provincial government, the SHF, Municipality, employers, politicians, etc) but they are now 

(still) currently trying to recoup their loan).  
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• Housing Association Blaauwberg. (The NHFC has written off their outstanding loan to this project). A 

Case study carried out on this project in 2014 concluded that: 

“… the rent-to-buy option is not feasible in areas where unemployment is high and employment 

options are few. Providing social housing in areas where subsidised (RDP) housing is also provided to 

beneficiaries of non-credit-linked subsidies remains problematic” (HSRC.2014).  

• Reatlehile Housing Association, Welkom. (The NHFC has written off their outstanding loan to this 

project). 

• Other schemes that we are aware of that were developed as Instalment Sale were: 

- AFCHO, a private rental company in Johannesburg developed instalment sale schemes 

- Lakutshona Housing Association – developed Rent to own housing for Kumba (Iron Ore) in Khatu, 

Northern Cape, for mainly mine employees as part of an employer assisted housing scheme. 

- Reahola Housing Association, Welkom 

- Semag, Alexandra 

- Sol Plaatje Housing Association, (now known as SASICH), Kimberley.  

 

We have not been able to access full details or information on the status of all the above-named projects 

despite several attempts, as stated in Section 5.3 below. Nonetheless a Report on the Status Quo 

containing the existing state of affairs of these schemes, along with the identification and listing of them, 

is shown in a summary of schemes in ANNEXURE 1 to this report. 
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5.Identification of SH co-operatives and instalment sale schemes  

An initial step in the identification of instalment sale and co-operative housing projects was to establish 

whether some of the schemes named by the SHRA in the RFB were in fact co-operative, instalment sale/ 

rent to buy schemes or just pure rental schemes. A list of all co-operative and instalment sale/rent to buy 

schemes could then be compiled.  

 

The National Department of Human Settlements (DHS) does not keep a record of the number of 

instalment sale (IS) schemes as such, only statistics on all institutional housing subsidy projects funded - 

not whether they then became Instalment sale or rent to buy. That information might only be available, if 

at all, at Provincial government level. A complete picture of the sector might not, therefore, be obtainable. 

 

The scope of our research also depended on the availability of reports – some of which might not actually 

exist. For example, there is no report available from stakeholders (provincial government, The SHF, the 

NHFC) who intervened in Abahlali Housing Association in the past. 

 

The following quote sums up the situation: 

“ There have been various attempts to locate and verify the stock developed under the Institutional 

Housing Subsidy Programme but the verdict is that by and large this stock cannot be traced or in many 

instances is no longer available as subsidised rental stock having either been sold off under rent-to-buy 

schemes or converted to private rental. Only the stock produced since the new Social Housing Act can be 

accounted for through the SHRA.” (Sheba & Turok, 2018. P.24) 

 

5.1 SHRA Reports 

 

In order to verify and track schemes, the SHRA made the following reports that they had commissioned 

available: 

 

A. UBAC (Ubuntu Business Advisory Consulting (Pty) Ltd dated 24 July 2017 Draft Report: verification of 

Institutional Subsidy Spending.  

This report gave data on projects that have been funded using public funds for the social housing 

programme from 2005 to March 2013. Due to problems in accessing data from some of the provinces 

however they were not able to give a complete picture for all of the projects in all of the provinces. 
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B. Kganare Botsi & Khumalo Incorporated (KBK) Attorneys: Copy of Institutional subsidy Verification 

Spreadsheet 13 September 2013.  

 
Verification of the social housing institutional subsidy spending against the actual projects which were 

developed under the institutional subsidy regime (this covers Gauteng only). 

 
KBK’s brief was to verify the social housing institutional subsidy spending against the actual projects 

developed under the institutional subsidy regime, for the Gauteng Province only. They looked at the 

subsidy agreements that had been signed with SHIs and other providers and the Gauteng Province legal 

department and made a comprehensive list of institutional housing subsidies approved by Gauteng 

Province for housing projects for the period from 1997, when the first subsidies were being approved, up 

to 2013 in terms of projects funded, and the disbursement amounts. It is split by project type – housing 

co-op, special needs or old age, but does not however include unit numbers, nor specify if the institutional 

subsidy used for the schemes listed was for an instalment sale /rent to buy project or not. 

It showed where institutional subsidy was given to private companies, such as AFCHO, Connaught 

properties and iThemba Property Trust, however, and it is assumed that this would have been to develop 

instalment sale schemes? (See Annexure 1). 

 

C. List of all institutional projects (Gafee Vengadajellum) 20101201 

 

Excel spreadsheet showing all approved institutional housing subsidy schemes throughout the country by 

project description (name), province, municipality, No. of units, the developer (SHI) where possible and 

known, and whether approved by PHB or not. The project type is defined as institutional, but not 

delineated as instalment sale, special needs or co-op. 

 

Reports were also received from the SHRA on interventions that they have undertaken: 

 

D. Basadi Integrated Development Specialists (Pty) Ltd (October 2018) Appointment of a Social Facilitator 

for Everest Court: A Comprehensive Close Out Report. 

 

The SHRA intervened in this scheme and applied to the High Court under Section 12 of the Social Housing 

Act to appoint an Administrator and Social Facilitator. It is not clear from this Report what prompted the 

SHRA’s intervention however. An Administrator (Citynet) and a Social Facilitator (Basadi) were appointed 

to normalise the living conditions at Everest Court. We have not had sight of a close out report from 
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Citynet, but in this Report Basadi documents attempts made to regularise the scheme by getting residents 

organised into a Residents Committee and a Task Team to start to pay their outstanding rentals, and debts 

so that they could start to sort out maintenance required to the building, and security. This might put the 

project back on the path to financial viability. 

Basadi recommended that the SHRA should intervene to carry out evictions of non-payers and illegal 

occupiers, and settle service accounts.  After extensive facilitation between warring residents – payers vs 

non-payers, illegal occupants vs legal ones, Basadi concluded that more work needs to be done to get 

residents to pay for services, otherwise the scheme is not viable. As of late 2019, it seems as if the 

situation in the building is still volatile and it is not clear what the SHRA’s next step is? 

  

E. SHRA Enforcement Report: extract from the Compliance, Accreditation and Regulations unit’s 

quarterly report (undated). 

 

This provides an update on some of the projects that the SHRA has intervened in, as, for example, there 

was no written report available on their intervention into Troyeville Housing Co-op. The SHRA intervened 

in this scheme and applied to the High Court under Section 12 of the Social Housing Act to appoint an 

Administrator and Social Facilitator. An Agreement has been made with the occupants to increase 

rentals/user charges and to pay back the NHFC loan. Current Status is noted in Annexure 1. 

 

The Report on the SHRA’s intervention into the following SHI project was received from the consultant: 

 

F. Turnaround Strategy and Plan AMAKHAYA NGOKU for the SHRA, Alcari Consulting (undated). 

 

This set out the situation with the project and the management of the SHI that was in distress, with non- 

payment of rentals and service charges, and dysfunctional management of the organisation. Three 

possible solutions were recommended: 

OPTION 1 – SUSTAINABILITY AND GROWTH OF AMAKHAYA NGOKU (AN) 

Address the product, tenure and cost structure to suit each and every tenant grouping by acquiring land, 

building the appropriate housing typology to suit each category of housing need, converting the existing 

project to a SH project, gear up AN to become highly competent in project development, tenant and 

property management and good governance and lastly to grow the portfolio of properties under 

development and management. 
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OPTION 2 – SAVE THE PROJECT AND CLOSE DOWN AN 

AN continues on the path that it set for itself initially which is to complete the project, manage it for 4 

years, sectionalise it, transfer it to the beneficiaries and hand it over to the body corporate. 

 

OPTION 3 - LIQUIDATE AND CLOSE 

AN gives the land and project back to the COCT and proceeds to disestablish itself. 

 

Unfortunately none of these options were able to be implemented despite much effort by all stakeholders 

due to ultimate disagreement amongst the community concerned. The scheme remains dysfunctional and 

it is not financially viable8.  

 

The following Business plans submitted to the SHRA for the purpose of applying for accreditation by the 

SHRA were also received: 

 

G. Gauteng Secondary Housing Co-operative: Business Plan, & GSHC (2016) Five Year Strategic Plan 

 

H. Social Housing Solutions (SHS) Management Co-operative Limited. (2015) Business Plan 2015-2019 

Though they have Co-operative in their title they state that they will act as a development company, and 

not just concentrate on the development of housing co-operatives 

 

And further reports were received: 

 

I. Nkwenkwezi Consulting (2014): Review Draft SHRA SOCIAL HOUSING CO-OPERATIVE STRATEGY;  

J. SHRA DIAGNOSTIC ANALYSIS REPORT (undated); SHRA Funding Model Report & SHRA Co-operative 

Workshop Report 26 March 2014. 

 

The SHRA appointed Nkwenkwezi Consulting in 2013/14 to develop a co-operative housing strategy for 

the SHRA to assess whether and what role housing co-operatives could play in addressing the housing 

crisis in South Africa.  It tried to establish if housing co-operatives could be sustainable through the 

different co-op models that had been used in South Africa and elsewhere, and which model would be the 

most appropriate to implement, but with specific focus on the rental model. It drew on a literature study 

 

8 For a detailed analysis of these interventions and lessons learnt from them, with recommendations, please see 
Annexure 2. 
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of the history of co-operatives internationally and in South Africa and analysed different models 

implemented; a review of legislation; policies affecting housing cooperatives; and current status of 

housing co-operatives in South Africa. The report contained a lot of information that had previously been 

presented to the National Department of Human Settlements Steering Committee: Housing Co-operatives 

Policy meetings in during 2013 -2014, (by Alison Wilson) but without any acknowledgement or reference. 

  

The aim of the SHRA’s study was to establish the different factors for the successful implementation of 

housing co-operatives i.e. support structures, funding, capacity-building and training. It is not known if, 

and to what extent the strategy developed has been implemented by the SHRA. 

 

5.2 Other contacts 

5.2.1 All provinces were contacted, some municipalities, as were all active SHIs that might have had older 

projects at a time when instalment sale was still being developed. For example, on investigation, 

Shayamoya in eThekwini is in fact a rental scheme, and not a rent to buy. Provinces were emailed, spoken 

to telephonically etc, and all were informed at the start of the project, but some provinces did not 

respond with the relevant details. Responses were received from the Eastern Cape, Western Cape, 

Limpopo, North West and Mpumalanga.  

The response from the remaining provinces was as follows: 

Gauteng Province (Shon Moodley and Mpumi Khubeka) did not get back to me in the end 

Northern Cape (Gratitude Boysen) said that they would provide details of projects in their area, but none 

received  

Free State (Poppy Madibane) referred us to their legal people, one of whom said he could not speak on 

this, and there was no response received on follow up with province 

Kwa-Zulu Natal an initial response was received, but no details were forthcoming. 

Regarding municipalities/Metros of those contacted the City of Johannesburg (Lungile Mtshali) did not 

provide details of schemes in the City. An initial response was received from eThekwini, but no or 

incorrect details were provided. 

The National Department of Human Settlements was contacted – the then Acting head of Rental and the 

Chief Director for FLISP did not respond, but a meeting was held and follow up was made with the policy 

section.  

SHIs that were members of NASHO were contacted by email to see if they had developed any rent to 

buy/instalment sale schemes, and the following responded: Johannesburg Housing Company, Own Haven 
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HA, Govan Mbeki HA, Imizi replied that they had not, and  Communicare, SOHCO and First Metro HA 

replied that they had.  

 

5.2.2 All the named private sector companies who had received institutional housing subsidy per the List 

of all institutional projects produced by Alcari Consulting (2010) were also contacted. 

5.2.3 The DTI were contacted for a list of housing co-operatives, but they do not disaggregate housing co-

operatives from other co-operatives on their database, so it was not possible to find out which co-operatives 

had registered with them as Housing Co-operatives, and which would be general, or, say, building co-

operatives. 

5.2.4 CIPRO searches were carried out with the assistance of the SHRA to establish the status of the 

governance of the housing schemes identified, and to check the registration status of the various entities 

as being either co-operatives or housing companies. 

 

5.2.5 Various organisations and individuals were contacted via face to face interviews, telephonic 

interviews, and other communications with regard to the SHRA interventions and lessons learnt9.  

 

9 Please see details in Annexure 5. 
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6. List of Co-operative and Instalment Sale Schemes nationally  

As stated in 5.1 above, the SHRA commissioned audits to try and locate and verify stock developed under 

the institutional housing subsidy scheme, (from UBAK, KBK and Alcari Consulting) but the comment made 

in the HSRC (2018) report with regard to rent to buy schemes was that: 

“the verdict is that by and large this stock cannot be traced or in many instances is no longer available as 

subsidised rental stock having either been sold off under rent-to-buy schemes or converted to private 

rental. Only the stock produced since the new Social Housing Act can be accounted for through the SHRA.” 

 

According to the HSRC, using the list produced by Alcari Consulting (2010), they deduced that 12 168 of 

the 19 630 units financed between 1996 and 2006 through the institutional housing subsidy programme 

failed, were in distress or were not viable – 62% of the number financed through the institutional housing 

subsidy mechanism. Of the 19 630 units they said that 33% (6 442) were rent to buy and 3% (551 units) 

were co-operatives. Most were located in Gauteng, the Eastern and Western Cape. The balance, 12 637, 

they said were rental schemes (64%), (though this figure would have included special needs housing 

schemes/group homes as well). Information on most schemes has, however, been lost from records kept 

by authorities. 

 

From a trawl of all available reports and records, listed above in 5 above, and based on the service 

provider’s knowledge of some of the schemes concerned, the number of instalment sale/ rent to buy and 

co-operative housing schemes financed by institutional subsidy to date amounted to approximately 11737 

units. This is broken down in the table below. That is 9 448 instalment sale/rent to buy schemes, of which 

approximately 5 735 are probably still in existence, (or title has been transferred to the beneficiary under 

the scheme), if not necessarily functioning as instalment sale, rent to buy, nor rental in some cases; and 

2289 housing co-operative units were developed, of which perhaps 1864 units are still in existence, 

though they may not currently be sustainable or functioning correctly as co-ops. Of this remaining total 

488 units were in collectively managed co-ops (the remaining ex-Cope Housing Association projects plus 

Welcome Zenzile and Ubunye), the rest were ownership co-ops.  

The projects are shown in the following summary table:  

 

Please refer to the table in the ANNEXURE 1 that shows a compilation of the full details and current status 

of all these projects instalment sale/rent to buy projects nation-wide that we have been able to discover, 

along with their current status. 
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Table 1. List of instalment sale and co-operative housing schemes developed with Institutional housing subsidy 

Instalment sale 

Scheme name 

Location Province No.s 

developed 

Still meant 

to be IS? 

Currently owned/managed by NHFC loan 

w/o R M 

Municipal 

contribution 

AFCHO Jo’burg inner city Gauteng ?700 ? 700 ? AFCHO/or all transferred to owners   

Ithemba Jo’burg inner city Gauteng Not known Not known ? iThemba or transferred to owners   

Connaught Properties Jo’burg inner city Gauteng Not known  Not known ? Connaught or transferred to owners   

Semag Alexandra Gauteng 1299 ? 0 Gauteng Province 18.6 Land (prov) 

CT Community HC: legacy projects Cape Flats W Cape 2473 2473 CTCHC 30 Land + bulk 

CTCHC Morgen’s Village Cape Town W Cape 671 671 CTCHC 5.5 Bulk 

CTCHC Harmony Village Cape Town W Cape 849 849 CTCHC 16.5 bulk 

Amakhaya Ngoku Masiphumalele W Cape 232 232 Amakhaya Ngoku  Land +? bulk 

Housing Association Blaauwberg Atlantis W Cape 676 0 Local municipality 21.5 Not known 

Abahlali HA NMM E Cape 467 467 NHFC  Not known 

Amalinda E London E Cape 300 215 SOHCO 17  

KingWilliamstown HA KWT E Cape 700 0 E Cape Province  Not known 

Garena Village Polokwane Limpopo 508 0 Polokwane HA 1.5 Not known 

Lakutshona HA Khatu N Cape 230 79 Lakutshona HA  Not known 

Westrich Durban KZN 99 10 First Metro HA  ? land 

Sol Plaatje Kimberley Free State 127 39 SASICH  Not known 

Reatlehile Welkom Free State 117 ? 0 ? residents/council? 10.2 Not known 

Reohola Welkom Free State Not known Not known ? Reohola 1.8 Not known 

TOTAL   9448 5735  122.6M  
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Housing Co-ops 

Scheme name Location Province No.s 

dev 

Initial 

NHFC loan?  

Loan amount 

written off 

Still meant to 

be a co-op 

No.s Currently owned/managed by 

Newtown Housing Co-op Jo’burg inner city Gauteng 351 R14.4m None, all repaid No 0 Liquidated. Owned by Johannesburg Housing 

Co. 

Troyeville Housing Co-op Troyeville Gauteng 120 R5.3m ? none, now owe 

R7m 

Yes 120 Troyeville Housing Co-op 

Everest Court HA Jo’burg inner city Gauteng 35 n/a  Shareblock  35 Everest Court HA 

Philani ma-africa HA Jo’burg inner city Gauteng 67 n/a  Shareblock  67 Philani ma-africa HA 

Hadar Court Collective 

Housing Co. 

Jo’burg inner city Gauteng 22 n/a  Shareblock  22 Hadar Court Collective Housing Co. 

Tswelopele Housing Co-op Jo’burg inner city Gauteng 55 R 3.1m  3.1m ? No 0 Not known. Building no longer owned/run by 

the co-op 

Bertrams One Development 

Company. 

Bertrams Gauteng 53 2.3m  2.3m ? S 21 Company 53 ? Bertams One Collective Housing Co. /or a co-

op as both are registered at CIPRO 

Eastleigh Court Joburg inner city Gauteng 27   ? S 21 Co. 27 Eastleigh Court 

Terrace Rd Housing Co-op Bertrams Gauteng 0   No 0 Owned by JHC 

Masisizane Women’s 

Housing Co-op 

Ivory Park Gauteng ? 560   ? Yes ? 560 Not known if Masisizane Women’s Housing Co-

op is still in existence 

Gauteng Secondary Housing 

Co-op 

Gauteng Gauteng 0   Yes 0 Gauteng Secondary Housing Co-op, does not 

hold units 

Ilinge Labahlali Nyanga W Cape 600   Yes 600 Ilinge Labahlali co-op 
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Welcome Zenzile Langa W Cape 99   Yes 99 Welcome Zenzile co-op 

Lukhanyo Housing Co-op ? Gugulethu W Cape 19   No 0 Closed down 

Rainbow Housing Co-

operative 

Seapoint W Cape 0   ? yes 0 Still ? in existence and hoping to gain access to 

a building in Seapoint from the City for CRU 

Amalinda Housing Co-op Buffalo City E Cape 216   No ? 216 

 

Not functioning as a co-op 

Buffalo City Primary Housing 

Co-op 

Buffalo City E Cape 0   yes 0 Just set up, no definite plans or units, but have 

been promised land by the City 

Ubunye Housing Co-op Pietermaritzburg KZN 65 

rooms 

  no 65 Co-op closed down, but building still there 

TOTAL   2289  5.4M  1864  

w/o = written off 
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7. Lessons learnt from the experience of SHRA interventions in distressed co-operatives and an 

instalment sale housing project: Summary of findings and recommendations 

A core component of a SHRA-instigated evaluation of social housing co-operatives and instalment sales 

projects was a specific examination of the experience of the SHRA in its interventions with two distressed 

co-operatives (Everest Court and Troyeville) and (to a smaller extent) an instalment sales project 

(Amakhaya Ngoku).  The intention was to identify the most important policy lessons for the SHRA in its 

dealing with cooperatives and instalment sales programmes to inform future efforts. The report on the 

interventions is included as an addendum to the main report.  Provided here is a brief summary of the 

findings and conclusions of the interventions report.   

Perhaps the most indicative quote to arise from the study which best encapsulates the finding of the study 

is as follows:   

 “Cooperative housing does not fit well policy-wise, subsidy-wise or regulation-wise with the Social 

Housing Programme. It would be more appropriate to place it under an ownership programme.”   

A core finding was that the SHRA is not currently set up or capacitated to deal, in a comprehensive and 

decisive manner, with failing co-operatives and instalment sale schemes that fall under its jurisdiction, 

pursuant to Section 12 of the Social Housing Act. The findings caused serious doubt as it whether the 

SHRA should even have a role in the oversight of cooperatives and instalment sales schemes in addition to 

its fundamentally different role for social rental. The findings would strongly suggest that coops and 

instalment sales should be removed entirely from the SHRA’s scope and to let the regulator continue to 

develop its capacity to support and regulate SHIs providing rental. 

However, if it is simply not possible to remove this responsibility from the SHRA’s scope, the evaluation 

found that the following initiatives are critical for the SHRA if the regulator is to be in any position 

whatsoever to regulate cooperatives effectively:  

 

• Develop well-targeted, tightly planned and fully-costed intervention strategies. A clear 

programmatic process for this needs to be outlined in detail in the next draft of the SHRA’s 

intervention strategy. 

• Fully investigate, in each co-operative intervention, the feasibility of the institution being 

converted to social rental.  

• Work as closely as possible with the appointed managing agents of the projects under 

administration to not only develop a strategy to engage municipalities around resolving arrears 

but to speak with one voice and be fully present at negotiations with other entities; 
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• In addition to liaising with municipalities and provinces, undertake an assessment of the broader 

range of resources potentially available to assist (particularly in terms of assisting the residents to 

organise effectively) before undertaking the intervention.  

• Ensure that the SHRA Compliance Unit is more diligent and works much more closely not only 

with the managing agents and social facilitators but also with the Property Management Unit to 

achieve a comprehensive, all-rounded and joint approach to the intervention; 

• Ensure that all relevant documentation such as co-op constitutions, use agreements, budget-

related documents, etc, are provided to the project management contractors at project inception  

• Improve the quality of its communications with the managing agents, the social facilitators and 

other key stakeholders, particularly in relation to collaboratively working towards solutions;  

• Performance related agreements / contracts for the management agents and social facilitators 

must be executed by the SHRA and these must, inter alia, clearly stipulate the specific scope of 

services and what is expected, how performance will be monitored and measured, and outline the 

roles and responsibilities of the SHRA itself 

• Ensure that social facilitators have not only a firm understanding of their own role and the SHRA’s 

but also a sufficient understanding of the cooperative model.  

• Sharpen and disseminate its knowledge around cooperative law and equip itself to provide 

adequate support to management agents in the event of eviction;  

• Undertake due diligence before an intervention to gain a thorough understanding of the project’s 

history, details of its current indebtedness, the profile of the residents, the current state of 

building infrastructure and services, among other factors;   

• Develop more knowledge and capacity around co-op management, at least in terms of oversight, 

and the transfer of skills; 

• Subject co-ops to greater regulatory oversight early in the entity’s development; 

• Develop the ability to intervene earlier while there is still a chance of resuscitating a failing co-op;  

• Consider how ongoing support could be provided before crisis points and after resolution; 

• If it is not possible to create a specific staff position or unit with comprehensive expertise on co-

ops, to identify a specialist service provider with such specialist expertise to coordinate the 

multiple aspects of the required interventions.  

More broadly however, the intervention evaluation made the following findings: 
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• While providing a suitable basis for intervention in malfunctioning SHIs, Section 12 of the said Act 

was clearly not drafted with cooperatives in mind and therefore does not necessarily provide a 

useful framework for intervention in this very different type of entity;  

• A lack of support from municipalities and provinces concerning failing co-ops and an instalment 

sales scheme tends to isolate the SHRA and greatly reduces the chances of a successful 

turnaround. However, representatives from both spheres have articled very sound reasons as to 

why they do not wish to become involved; 

• A significant gap in SHRA’s legal / administrative knowledge appears to be around the issue of 

“exit payments.” This grey area, which is serving as a major blockage to progress, must be fully 

clarified once and for all; 

• While it is abundantly clear that the turnaround of failed co-ops is near-impossible without 

additional finance to address maintenance and major capital rectification, this report does not 

recommend the instigation of a such package or programme10.  

• The costs to the SHRA of the Troyeville and Everest Court interventions alone have been 

excessive, even extreme, in the context of the current budget. Without significant budgetary 

adjustments, any further such interventions could be prohibitive.  

• The SHRA’s only intervention in an instalment sale scheme was also not effective, in that the 

recommendations were not implementable due to the non-co-operation of some residents and an 

understandable lack of enthusiasm on the part of the municipality and province. (The scheme did 

not require an injection of capital). 

• The highly uncertain (at best) outcomes at both co-op projects, and also at Amakhyaya Ngoku, in 

no way justify the expense and the human resources utilised in the interventions; which (as 

previously mentioned) necessitates due diligence be upfront. 

 

The report also made two final recommendations  

 

• There should be no question of SHRA being given or developing a target for regularisation of co-

ops without the allocation of additional financial and human resources to undertake this task.  

 

 

10  Utilising public capital funds for the remediation of distressed co-ops where the poor conditions have been 

brought about by maladministration is unfair to other SHIs, rewards poor behaviour and may be extremely wasteful. 
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• In the absence of a firm organisational commitment to implement actions and capacitation factors 

(outlined above) above the SHRA should not undertake any future interventions in distressed 

cooperatives.   

For the full Report, please see ANNEXURE 2 below 

 

8. Detailed Case Studies 

The rent to buy/ instalment sale schemes looked at in more detail were as follows: 

In most cases we did not carry out a document review. 

8.1 Abahlali Housing Association. 

Background and specific objectives of the project  

Abahlali Housing Association? (AHA) was initiated in 1997 and 121 units were completed in AHA 1 in 1999 

and a second phase, AHA 2, comprising 346 units was completed in 2002. Both were located in Algoa Park, 

Port Elizabeth.  

 

The scheme was set up to assist employers in the Port Elizabeth area and local government in the delivery 

of housing to persons unable to secure housing via the formal housing delivery system. It was an 

innovative rent to buy scheme backed by 4 employers, with guarantees from them along with an 

arrangement for payroll deductions for the rental. The General Motors Foundation (previously the Delta 

Foundation) was the driving force behind the development along with Metroplan, but it was supported by 

the local municipality and civil society and business forums, COSATU etc. The aim was to assist people who 

earnt too much to qualify for an RDP house, but whose income was too low (less than R 3500 a month) to 

be able to get a bank loan to purchase a house directly. “Housing the Employed”, it pioneered a new form 

of rental: Rent to buy for low income people (earning between R 1500 to R 3500 a month). The scheme 

required that the beneficiary rent a housing unit from AHA for 4 or 5 years, after which they would qualify 

to take transfer of the housing unit at a pre agreed purchase price. 

The premise of the rent to buy scheme was that after the five-year period the beneficiary would have built 

up a credit history as they would be paying a lower rental and at the same time have a better level of 

income that would qualify them for mortgage finance from a banking institution. The outstanding balance 

of the cost of the house would be covered by a 5 to 10 year mortgage bond. During the rental period the 

beneficiary would pay monthly rental, water and electricity expenses. Approximately 50% of the tenants 

worked at General Motors. The scheme was a good one, and ABSA Bank was initially on board to back up 

the scheme. 
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Governance/legal/institutional framework  

Abahlali Housing Association was a Section 21 Company (registered not for profit) formed in 1999 and the 

Board was made up of representatives from the GM Foundation (set up by General Motors), the Mayor, 

Council officials, and with an independent Chairperson. When the MEC of Housing in the Eastern Cape 

intervened due to resident complaints about high rentals, and the cost of buying the product at the end of 

the 5 years, etc, and  there were problems of non- payment  of rent, he stated that there should be a 

moratorium put on the rentals, and the board ultimately caved in under political pressure. The result was 

that the scheme was no longer able to be properly managed even though in 2004 the board had put a 

restructuring plan in place. In 2006 the NHFC and the SHF took over property management from AHA 1 

and 2 (Matlock, 2011). 

The province did not understand the whole process and at that time there was no other oversight as 

neither the SHRA nor Rental Tribunal were then in existence to assist in dealing with the non-payment of 

rentals. Since 2008 the scheme has been administered by the NHFC as the main financial stakeholder. At 

the end of 2018 the outstanding loan to the NHFC was R35M11. The NHFC board resolved that they would 

not write- off this loan, but still have to come up with a management solution for the project. Such a 

solution could include eviction of people occupying the houses who are not paying any rentals.   

 

Management  

There was high demand for the product, as AHA did not even have to maintain a waiting list. They 

undertook affordability checks on all potential tenants and approved tenants agreed to sign their 

contracts and pay the equivalent of 2 months’ rent as a deposit before moving in. Residents agreed to 

have payroll deductions from their work at General Motors. Tenants were trained on their rights and 

responsibilities, but the training had limited impact and refresher courses were probably needed. Also, in 

the letting of the 2nd phase there was corruption by sales staff and this meant people who could not 

afford/ were not eligible, took up occupation. (The site agent misappropriated funds and put non-

qualifying beneficiaries in the units). The rental boycott mainly occurred in AHA 2. 

 

Abahlali was well-managed but was not able to succeed as it was plagued by political interference that 

mislead residents & helped contribute to its ultimate unsustainability. The residents were not paying as 

though there were many who had payroll deductions at the start of the project some had since lost their 

jobs, and the rentals were no longer affordable, and said that repairs needed to be done. The Social 

 

11 Interview with Siegfried Mogane, NHFC, 15th November 2018 



EVALUATION OF SOCIAL HOUSING COOPERATIVES AND INSTALMENT SALE PROJECTS  

    

 

51 

 

Housing Foundation (SHF) tried an intervention and the NHBRC carried out an assessment of the condition 

of the units and found that 6 of the 43 units provided for inspection required remedial work. An 

agreement was reached with provincial government to fund rectification works, that were carried out, and 

residents’ arrears were discounted to enable them to pay/ take transfer, that some did.  By August 2005 

there had been 24 transfers but 52% of people were 4 months or more in arrears on their rental (Matlock 

and Del Monte, 2005). Total arrears at that point were R 3,13M, with 33% of people in AHA 1 in arrears 

and 79% in AHA 2. 

 

Project development and costings: Financial issues 

Thirty percent (30%) of the funding came from the institutional subsidy scheme, with 70% from a loan 

from the NHFC, with land purchased from the municipality at an affordable price (R1 per sq. m.). PE 

Technikon were appointed as construction managers and supervised the development, though it was 

difficult to get enough small contractors involved who had the right skills. The product densified and 

integrated the area and was socially acceptable.  

 

However, the financial model underestimated the costs and default rates, the NHFC loans were too costly 

(12.75%) – 5% would have been more realistic, and in 2003 AHA applied to the NHFC for an interest 

reduction (Matlock, 2011). Also, there was no commitment from banks upfront to finance the purchase of 

the units after the 5 years. 

 

Resident organization 

Right from the start however there were problems of affordability for people earning below R 3500, 

especially as wage increases at the time were low, at 0 to 5% pa (not the 8% escalation in the financial 

model). However, it was a dysfunctional community so people found ways not to pay so in the end AHA 

buckled under the strain and political interference12. 

Approximately 200 units have not yet taken transfer and people are occupying them without paying 

anything and owe R 10.5m in rates and taxes to the council.  

Attempts to deal with the default situation 

Attempts were made to seek a solution to the default situation, that was undermining the viability of the 

housing institution according to Matlock and Del Monte (2005).  

 

 

12 Interview with Lance Del Monte, Metroplan, 14th March 2019 



EVALUATION OF SOCIAL HOUSING COOPERATIVES AND INSTALMENT SALE PROJECTS  

    

 

52 

 

• At the end of 2003 those people with arrears of more than 12 months were evicted (34 people). 

However in the unrest security guards were attacked (3 hospitalised) and most houses were 

reoccupied, with 2 houses burnt out. The Residents’ Committees was disbanded and a negotiating 

team formed made up of the AHA, NHFC, ANC, Metro, DoH, and the Action Committee, and an 

independent facilitator appointed by MEC. 

 

• Unfortunately during 2004 no action was taken following the facilitator’s report and defaults were 

rising rapidly. 38 evictions were carried out per the PIE Act, but then the MEC intervened and said 

that the evicted parties had to move back. The MEC appointed a second independent facilitator, 

but again there was no action following the facilitator’s report. 36 eviction orders were obtained 

but no evictions were carried out. Abahlali staff were threatened. 

 

• During 2005 4 test case evictions were carried out with the result that one made a payment 

arrangement. The other 3 reoccupied the units so AHA laid housebreaking charges against them, 

but the court case dates were moved four times. A group instructed the maintenance contractor 

to cut ties with Abahlali but an interdict was secured. However the maintenance contractor’s 

house was petrol bombed and the family injured and traumatised. Perhaps as a result the Metro 

the offered 40 of their houses to re-house non payers (though at least 200 were needed). The CEO 

resigned, and then the COO. 

• By 2006/7 the rental arrears had reached R 8,5M. 

 

Recommendations and lessons learnt 

• The idea and principles of instalment sale/rent to own are solid, but political involvement at the 

time ruined this scheme.  

• There is potential in the mechanism, but people need to understand it and buy into it. There is 

also a need for consumer education to be effective on the ground.  

• Rent to own should be a viable concept, however it is too difficult in the very low-income market 

(well below R 3500), and there was a need to be able to house people earning more than R 3500 

to help with affordability of the product and mechanism.  

• At the time the feasibility for the scheme was carried out the standard assumptions re escalation 

of rentals etc. were not played out in reality, and the loan interest was too high so as to be 

prohibitive for low income earners. The financial model projections should project annual 

increases in earnings at lower than 8%. 
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• There needs to be buy in to/for social housing by government – that was not necessarily the case 

in the early 2000’s. One of the recommendations made by AHA at that time was that political 

intervention was needed to ensure rule of law (e.g of eviction notices). The political support for 

the rent boycott undermined all the steps taken by the directors to mitigate against the boycott. 

• When the scheme started it was seen as a good example of employer assisted housing – as 

General Motors and other employers put up some of the funding/guarantees and allowed payroll 

deductions. However, this exposed the SHI to risk as it placed too much reliance on one target 

market, with 50% of the residents coming from GM, that caused problems when residents lost 

their jobs or rents escalated higher than the worker’s wage increases. 

8.2 Amakhaya Ngoku 

Background and history 

The Amakhaya Ngoku Rent-to-Buy project was initiated in response to a shack fire on a parcel of land 

commonly known as the “School Site” in Masiphumelele, Cape Town in 2006. The fire destroyed 400 

informal shacks and left many families homeless and in destitution. With support from key politicians the 

project succeeded in getting the land rezoned from its initial designation as a school site to residential. 

The Council made the land available at a highly subsidised price to the project. The organisation 

“Amakhaya Ngoku” was established in 2007 and formally registered as a non-profit organisation. Board 

members were democratically elected and responsibilities assigned. 

Activist and NGO-founder Dr Lutz Van Dijk was the main driving force behind the project. In addition to his 

ongoing lobbying of City and Provincial officials and helping secure state subsidies, he raised substantial 

private capital funds to develop Amakhaya Ngoku.   

From the beginning, however, the project did not have the support of the majority of beneficiaries. Many 

if not most of them wanted RDP housing in or near the site and not multi-story flat accommodation 

provided through a rent-to-buy model. Some were vocally opposed to Dr Van Dijk’s involvement. In 

addition, some families resisted being relocated to make way for building construction and some rebuilt 

informal structures on the existing site. The development of the project also saw significant cost overruns. 

Over the years, the project has been characterised by issues of mismanagement and allegations of 

corruption. Both board members and staff were dismissed.   

Aiming to address the multiple problems and make the project viable over the longer-term the SHRA 

commissioned an expert consultancy firm (Alcari) to undertake a comprehensive assessment and develop 

a to develop a turnaround strategy. The report, which was received very well by most stakeholders, 

provided a multifaceted plan for the recovery of Amakhaya and assigned specific responsibilities to the 
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Board, the Province, the City and the SHRA. Further, Alcari provided capacity building and training services 

to board members towards the objective of ensuing that they were capable of managing the project. As of 

early 2019, the turnaround strategy remained almost entirely unimplemented.  

Specific objective of the project 

The original core objective of Amakhaya Ngoku was to: “Ensure proper housing for residents of the 

informal settlement called ’school site’ erf 2577, in Masiphumelele, and to raise funds for this purpose. 

Furthermore, we aim to run and maintain the housing stock after construction, first for rental only and 

after four years (according to the subsidy policy) also partly as private properties”. This model which 

would afford beneficiaries to rent and then become homeowners was not favoured by most beneficiaries.  

The organisation set out to provide a high standard of secure housing on the site where the beneficiaries 

who were displaced by the 2006 fire had been residing.  

The project plan included the construction of 352 units. However, due to resistance from some informal 

settlers to vacate a portion of the site in addition to funding constraints, only 232 units were ultimately 

constructed. The original plan was to build 12 blocks of 2 to 3 storey apartments to accommodate 352 

families on a 1.3 hectare site.  The small size of the parcel of land necessitated the development of higher-

density (2-3 storey blocks) and smaller size units in order to accommodate as many displaced residents as 

possible.  

 

The units are 39 square metres in size and includes 2 bedrooms, 1 bathroom, an open plan kitchen and 

dining room. The initial estimate of cost was R140,000 per unit. The institutional subsidy covered 

approximately half of this amount but Dr van Dijk was able to raise sufficient donor funding to cover the 

outstanding amount.  

 

In addition to 8 of the planned housing blocks a community hall and playground were built. But the 

remaining four blocks were never been built. The plan was to reserve 10 %t of the units for indigent 

families. For the remaining 90 percent of households the plan was to enable them to rent the new unit at 

a cost of R400 per month for a period of four years, after which they could obtain ownership. Among 

several factors preventing the realisation of this objective was the fact that, early in the life of the project, 

some residents stopped paying the rent while some illegally sublet their units to non-beneficiaries, some 

for at least four-fold the rent payable by the lawful resident. 

Governance/legal/institutional framework 

The board has experienced high turnover rates and dismissals due to mismanagement amidst allegations 

of fraud and corruption. Training and support provided by Alcari provided to board members as part of 
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their intervention for the SHRA has built some level of capacity but broader governance challenges 

remain.  

As of 2019 Amakhaya is not compliant with its primary legislation including the Companies Act of 2008 

and it has not obtained the required CIPC registration. The organisation has not complied with key 

provisions of the Social Housing Act 16 of 2008, has not achieved accreditation with the SHRA and is not in 

compliance with social housing regulations. Pursuant to the institutional subsidy programme the 

organisation is required to facilitate the transfer of units and set up the necessary sectional title 

management arrangements. This has not occurred.  The registered owner of the property continues to be 

the City of Cape Town. 

Management  

At the time of handover of the first blocks the development project manager was managing the 

development. Initially elected on a democratic and inclusive basis the board, which consists of 

beneficiaries and community members, was charged with managing the project from the time of 

handover.  

Among the lead practical managerial deficits at Amakhaya are inadequate office arrangements and lack of 

proper office equipment.  This has resulted in a whole inadequate, non-transparent accounting system, 

and a poorly functioning rent management system. The lack of management-related policies and 

procedures, plus the lack of adequately skilled human resources to implement those that exist, has 

resulted in poor administration of the properties and poor contracting arrangements. 

Rent collection at any acceptable rate effectively stopped as a result of internal conflicts and the collapse 

of the management team, and no capital investment in the property has been undertaken for some years.  

Overall, the property continues to deteriorate both in terms of the housing units themselves as well and 

the playground and community facilities. The extent of mismanagement and corruption is illustrated by 

allegations that board members had rented out the community hall and playground and pocketed the 

proceeds. Apparently, some board members felt that their membership gave them the right to access the 

organisation’s funds.  

The success of the Turnaround Strategy is largely contingent on a relatively well-functioning management 

team and board. But there are other managerial challenges. The Strategy sets out specific roles for the 

City and Province both of whom have been either reluctant or unable to pursue.  The SHRA was given 

responsibility to ensure that each party were fulfilling their role assigned by the Strategy. However, as a 

national entity SHRA does not have the authority to oversee agencies in other spheres. Furthermore, it is 

not set up to micromanage a housing organisation operating on the ground.  

Finances  
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The original rental set at R 400 a month covered only half the estimated costs of running the scheme from 

the start. Coupled with the fact that most people were not paying their rent meant that the project is 

almost entirely reliant on interest earned from donor funding for its ongoing survival. The average amount 

of arrears per unit stands at over R85,000. It is not surprising, therefore that the organisation does not 

meet critical financial indicators such as the liquidity and solvency ratios.  No payments for services have 

been collected and, as of early 2019, the outstanding water payment arrears stool at more than R5 

million.  

While the current situation as of 2019 with cash holdings at Amakhaya cannot be verified, it is highly 

significant that Alcari found that, at the time of their interventions, at least R4 million of donor funding 

was being held in the project’s account. This could have been used as leverage to reach a deal to pay off 

debts, undertake critical maintenance, etc. An extremely reasonable offer by the City of Cape Town to 

settle water arrears was rejected by a resident faction which had come dominate the board. This money 

could also have been used to leverage higher levels of institutional subsidies or other funds. Plans had 

been discussed to utilise the money for much needed maintenance, the installation of water metres, 

electricity metres and other innovations, but these did not ultimately materialise.   

Resident organisation 

There continues to be a lack of informed and transparent leadership at Amakhaya and this has made way 

for opportunists and corrupt practices.  Even so, this was very nearly overcome during Alcari’s 

intervention. A faction referred to as “the group of 7” was working against a deal in which residents would 

agree to pay rent for an interim period. Yet this faction gradually lost more and more support and, at one 

point, at least two-thirds of households had agreed to pay R400 per month in rent on condition that they 

would be granted sectional titles, i.e. individual ownership.  

A law firm was willing to undertake each individual transfer at an extremely reduced cost. The firm even 

drafted a deed of sale and the conveyancer was to register each section title. Architects had already 

drawn up the necessary plans so no further costs were necessary from this perspective. The strong 

majority of the beneficiaries were employed in the service sector, mainly as domestic workers and in the 

security industry, and could afford the both the R400 per month in rent, and the ongoing levies after 

transfer. Alcari fielded queries from a number of their employers who were willing to provide loans in 

order to help their employee secure title to their units.   

However, the City of Cape Town never approved the conversion to sectional title. This would have 

required a council resolution and an instruction to an attorney to undertake the conveyancing. The 

unfortunate outcome was that because the residents could not be given the guarantee of eventual 

ownership, they did not begin to pay the R400 per month in rent which they (over two-thirds of 
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households) were willing to do if such a guarantee had been forthcoming.  (Though many were not paying 

their monthly rentals anyway even before this option) 

Summary of key problems / challenges 

In brief sum, the ongoing overarching problem is that Amakhaya is unable, for the many reasons outlined 

here, to fulfil its mandate as a property developer and manager. The reliance on the interest earned from 

donor funding for its very survival is emblematic of the organisation’s inability to collect rent or to manage 

finances. But even more indicative is the fact that the organisation did not have the unity or the 

wherewithal to utilise the donor money that existed (at least R4 million) as leverage to save the project. 

Residents continue to be non-compliant with their rent to purchase agreements. This might be 

understandable given the fact that basic property management services are not being provided. But 

underlying this barrier is the fact that the product created was not one which a great many of the 

residents felt was suitable for them in the first place.    

Closely related to this is the core problem of the non-completion of title transfer. The original plan was to 

transfer ownership to the tenants after 4 years of rental. The time period for this has long-since has 

expired and the necessary sectional title arrangements have not been provided. 

Almost from the outset there were no procedures and polices put in place to ensure effective governance 

and to prevent criminality, undemocratic take over, power play and other anti-social, destructive features. 

The sustainability of the project was too contingent on the good faith of beneficiaries and woefully little 

emphasis was placed, early in the project’s life or since, on developing solid systems of rent collection and 

regular maintenance. The reliance on “good faith” was naïve as the project never had majority buy-in in 

the first place.  

It also needs to be noted that neither the City nor the Province had the appetite for supporting this form 

of low-cost housing and, consequently, may not have participated sufficiently in the process of working 

towards solutions to Amakhaya’s problems. For its part the SHRA never invoked Section 12 of the Social 

Housing Act, which would have placed the organisation under administration, even as the situation called 

for it. Doing so, however, may not have contributed significantly to saving the project.  

Even if the typology or tenure was not one which most beneficiaries wanted It must be said that a 

reasonably good housing product has been developed, one which makes good use of space and which 

reflects broader policy on the need to densify.  In addition, the residents are active and well-integrated 

into the broader Masiphumelele community. Such “successes”, however, are swamped by the many 

ongoing challenges.   

 

Lessons learnt 
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• Rent-to-buy projects such as Amakhaya should never proceed unless the motivation comes from 

the intended beneficiaries themselves and not from any external party. The community must be 

the driving force.  

 

• Solid provision must be made up-front for the development of effective management systems 

including, but not limited to, rent collection mechanisms and maintenance programs. 

 

• At the governance level in particular there must be very specific skills to address things such as 

levy increases, capital improvements and tenant behaviour.  But even in day-to-day management 

the governance body must have strong oversight and set policy. 

 

• Support must be provided and structures put in place to prevent such destructive elements as 

intimidation of residents, undemocratic board takeover and criminal activity.  

 

• The full support and buy-in of the relevant municipal and provincial authorities is vital to secure 

before proceeding with development.  

 

• In a situation such as that of Amakhaya no legal solution will sufficiently address the problem 

unless the residents are fully on-board and are key participants in the recovery efforts. Legal 

agreements on the type of tenure offered should be made clear and be in place from the 

beginning. 

 

• The SHRA is not currently sufficiently capacitated to deal with the complexity of the nature of the 

problems at Amakhaya. While there were strong grounds for Section 12 to have been invoked, it is 

unlikely that this would have contributed significantly to project turnaround. Legal challenges are 

one thing. What was needed in this situation were strong, on-the-ground, community organising 

and resident management skills.  

 

A strong, well capacitated, transparent and well-supported board capable of undertaking an acceptable 

standard of governance and able to withstand takeover from unelected factions, is absolutely critical to 

the survival of a project like this. 

 

8.3 SOHCO Amalinda  
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Background and history 

East London municipality offered a vacant piece of well-located land for development in Buffalo City 

through a tender process. New Housing Company (Newhco) won the tender to develop the site for social 

housing as a turnkey project. A total of 408 units were built between 2000 and 2003 at a cost of R 60- 90 

000 per unit and Newhco then handed the project over to SOHCO to manage (SHF & SHiFT (2004).  

The Amalinda project is a Rent to Buy scheme and originally the whole scheme was meant to be rent to 

buy, but after the first 300 units had been built, take up and collections were slow, with only 200 

beneficiaries taking up occupation - meaning that they had empty units. SOHCO then decided to designate 

300 of the 408 as rent to buy flats. They completed a second phase to the development in 2005 and in 

total 598 units were developed in 44 blocks of 3 and 4 storeys, ranging from one-bedroom units 45m2 for 

a two-bedroom unit in the first phase, to 40m2 and 55m2 for a 3-bedroom unit in the second phase. The 

Rent to buy portion was intended to make up 50% of the total. Each of the sectional title blocks of flats 

had 12 units per 3 storey block, 4 units per floor, and had either 1 or 2 bedrooms. The purchase price in 

the 1st phase was between R65,000 and R85,000, depending on the type of unit. The final numbers of rent 

to buy units at the completion of all transfers in 2019 will be 215, the balance being rental. 

Specific objectives of the project 

Originally the whole scheme was meant to be rent to buy, that became popular after initial slow take-up, 

for a target market of people earning between R 1500 - R 3500 a month. SOHCO set up rent to purchase 

agreements with tenants which had a fixed exit purchase price after a minimum rental period of four 

years. During the four years, the tenants paid back the capital costs, interest and management fees as part 

of their rental. 

Governance/legal/institutional framework 

The Sohco Group comprises two non-profit companies, Sohco Amalinda Housing and Sohco Property 

Investments. Their primary purpose is the development of quality and affordable flats for families with a 

monthly income of between R2500 and R7500 at the point of application. They currently manage 2118 

units in 6 projects housing approximately 8000 tenants. They are one of the more experienced social 

housing institutions in the country. 

The developers established a Body Corporate for the sectional title scheme and ensured that they owned 

more that 50% of the title to the units in the development so that they had the majority decision-making 

power. This involved setting up 7 different body corporates with the aim of trying to get more localised 

community involvement and self-management. However there has been a problem of getting sufficient 
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people to make up a quorum in smaller body corporates. SOHCO appointed a managing agent to manage 

the body corporates.  

Management 

Under the Rent to Buy scheme, people were meant to rent for 4 years, paying a rental that covered the 

overhead costs of the SHI in managing the scheme, and the interest cost of the bond. Rentals escalated 

over the 4 years & on or before the 4 years and (after 4 years) residents were meant to settle the balance 

of monies owed for the purchase price, that had been fixed at the start of their tenancy. However after 

the 4 years no one was ready to take transfer due to a lack of credit worthiness of the tenant buyers - as 

they were over indebted and did not yet qualify for a bond. The beneficiaries were also were not focussed 

on becoming home owners at that stage, so the Board of SOHCO gave beneficiaries and their successors 

the right to extend the period. SOHCO carried out further information sessions for people and encouraged 

them to take transfer, but they were not ready. The land assembly and consolidation process also took 

longer than expected.  

The social housing institution kept ownership of more than 50% of these units, which allowed it to remain 

directly involved in body corporate issues to keep the management of the property intact. During this 

period SOHCO managed the scheme as rental, and were covering operating overheads in the rental, but 

were not receiving any return on their investment in developing the rent to buy units.  

Financial issues:  

The scheme was funded by institutional housing subsidy (then R 18,400), a loan from the NHFC and a 

grant from the Flemish government. The Sale price was set as at 2001, so was static. 

The development price of the units ranged between R60 000 - R90 000, but the cost to the beneficiary/ 

purchaser was as follows: 

Purchase price     R 60 000 

less subsidy       (18 400)  

less grant from the Flemish government pu           (11 000)   

Balance due from purchaser    R 30 600  

 

The objective was for the tenant to become bankable over the four years and to purchase the unit with a 

loan from the bank. However, most transfers of title have taken 10 years rather than the original 4. There 

were also problems due to delays in Sectional Title registration. 

At April 2019, and the finalisation of the rent to buy scheme, just 2 units were just waiting for transfer. 

215/300 units will have taken transfer.  
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Resident organisation 

At the beginning this was very good, but there were some construction issues in the units and these had 

to be resolved, but people were mature about the situation and kept paying throughout. 

As the scheme is getting older the main issue is that some people who bought units are now renting them 

out, some are selling and getting good sale prices This means that there is a different resident base, with 

secondary owners & new dynamics as it was not the original client base. New, more up market owners 

want different things such as better parking requirements, etc. The original beneficiaries were loyal to the 

social housing concept and had bought into it, but the new occupiers just want somewhere to live, so the 

ethos has changed. 

 

Successes and challenges  

215 units have now been transferred to the individuals. Most beneficiaries took transfer much later than 

initially anticipated, because of delays in the sectional title registration and tenants were not in a credit 

worthy position. People were given a number of extensions because they could not obtain mortgage 

finance from the banks.  

Because SOHCO was in control of the body corporate that ran the housing complex, they could make the 

scheme work, otherwise it would not have been financially viable, as it means a higher risk. The body 

corporate is successful and is still solvent. However SOHCO feel that they did learn lessons the hard way 

through by not being proactive enough with information regarding roles & responsibilities and having 

better communication with tenants. 

One or two people tried to subvert the system, so have reverted to rental, and SOHCO have had to evict a 

couple of people who were not paying their rent. This process was very onerous as the Magistrates Courts 

did not understand the tenure mechanism. (One tenant owed R130 000.00, another over R 170 000.00, 

and the eviction process took 3 years). 

SOHCO would not undertake a rent to buy scheme again. This was because of the administrative burden 

of managing, and having their finances tied up in, the rent to buy units longer than anticipated.  

When the SHI was building the 2nd phase, by 2005 the units were costing and were worth R 160 000 per 

unit, whereas people in Phase One had been able to buy their units at a cost only R 30 600 (-R 60 600 

depending on the size of the units), so SOHCO could not understand why beneficiaries were reluctant to 

take transfer of the units. The purchase price was so low but the unit was now worth c R 160 000. On 

investigation, however, SOHCO discovered that people were having trouble getting loans for that small 

amount from the banks, as it fell between a personal loan and a bond amount. As a result banks did not 

find it worth their while to originate a loan for such a low bond value as their commission structure on 



EVALUATION OF SOCIAL HOUSING COOPERATIVES AND INSTALMENT SALE PROJECTS  

    

 

62 

 

individual loans meant they could not make a profit out of the fees. SOHCO then had to intervene with the 

banks to persuade them that the bulk loan book would be 300 in number and prove that it would be a 

worthwhile investment for them. This ultimately proved to be the case. 

For SOHCO they now have the benefit of an extra 85 rental units that they can rent out to other 

beneficiaries. 

Recommendations and lessons learnt 

• It is necessary for an institution to manage the scheme and hold it together if it is a multi-storey 

development and therefore needs sectional title management,  

• The SHI should try and have a majority ownership in the body corporate running the sectional title 

scheme so that they can ensure that the correct decisions are made about the management of the 

complex, to keep stability. Only by being a majority owner on the body corporate can they enforce 

decisions for the benefit of the complex (e.g re siting of satellite dishes, and car parking 

management). 

• SOHCO found that they could have been more pro-active with regards to ensuring better 

communication with residents regarding their respective roles and responsibilities  

• The funding mechanism is probably not appropriate for such a low-income group, and an earlier 

transfer/ exit (than the 10 years) would have been more beneficial to the buyer and the SHI. For 

the SHI it meant losing the advantage of potential profit gained from sale and being able to plough 

the proceeds back into building additional developments, that would have helped to make the 

institution more viable. 

• The re-sale of units means that the flats are lost to the original target market and owners have 

different priorities. This is a general pitfall with instalment sale secondary buying. 

• Splitting the managing agency function into seven different body corporates to manage entities 

brought about cumbersome management agency functions This is why SOHCO outsourced this 

function. 

• Negotiating with the banks and representing the beneficiaries en-masse enabled SOHCO to secure 

a bond/loan and created a good platform for securing finance for the beneficiaries (who otherwise 

would have struggled to obtain financing). 

• SOHCO would not undertake a rent to buy scheme again. 

 

8.4 Cape Town Community Housing Company (CTCHC) 

 

Background and History 
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The first villages, called the Legacy projects, were built along the N2 corridor spanning the area between 

Gugulethu, Philippi and Mitchells Plain and were completed between 2001-2002. 2473 units were built. 

These were built as instalment sale schemes, as were the later Morgens and Harmony Villages. Built 

between 2004-2010 in 3 phases, Morgens Village in Mitchells Plain comprised 671 units. Morgens village 1 

-had 92 units, Morgens village 2 – 238, and Morgens village 3 -341 units.  The CTCHC continued building in 

2013 to December 2015 with 849 units at Harmony Village, in Mitchells Plain.  

Specific objectives of the project 

The CTCHC started in 1998 as a 50% NHFC/50% City of Cape Town (COCT) partnership, as a delivery 

vehicle for the city to provide affordable housing to low-income households.  The City provided the bulk 

infrastructure for the projects. 

Governance, legal/ institutional framework 

In 2008 due to the provisions of the Municipal Finance Management Act (MFMA) the City had its 50% 

share in the CTCHC bought out by the National Finance Housing Corporation (NHFC). The CTCHC was then 

100% owned by NHFC. Unhappy with this, the then Minister of Housing gave the NHFC 3 years to reduce 

its shareholding to under 50%.   

 In the last three years the NHFC tried selling its majority shareholding, then the whole of the company, 

but was unsuccessful due to lack of private investor interest in the poorly performing legacy projects. In 

this time the NHFC was restructured, as was the CTCHC from 32 to17 staff. The loss to the NFHC from the 

CTCHC amounted to R14 million in 2016/17. (Sheba and Turok, 2018, p.35). 

Management 

As per the interview in October 2018 with Werner Jurgens13, the CTCHC was going through a second 

restructuring which would reduce the staff from 17 staff members to 7.  There are 200 beneficiaries in the 

legacy projects who have paid up but do not want to take transfer of title because they do not want the 

responsibility of ownership.  

Harmony Village has an on-site management team which monitors informal extensions/renovations, as 

well as the creation of home businesses (which are illegal in terms of the City’s by-laws). (Sheba and 

Turok, 2018, p. 43) 

Project development and financial issues 

 

13 Interview with Werner Jurgens, CTCHC on 18 October, 2018 
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The legacy projects were developed using the Institutional housing subsidy and NHFC loans and subsidised 

land from the municipality.  

Morgens Village Phase 1 (92u) and 2 (238u) had a loan from the Dutch Guarantee Fund (DIGH) (now 

refinanced /taken over by NHFC) and institutional housing subsidies, and was better performing.  

Harmony Village was financed using a development loan from NHFC (for the construction of the houses), 

term loan (for end user finance to beneficiaries (HSRC report, Sheba and Turok, 2018, p. 42), COCT 

discounted land and subsidies from CoCT that made the scheme work financially, and institutional 

subsidies.  

Resident organisation 

According to Sheba and Turok (2018), residents have undertaken informal extensions to their homes 

which needs approval from the City (p.44), and there were cases of businesses run from home (contrary to 

the City’s by-laws) (p. 45).  

In a much-publicised Constitutional Court case involving 12 applicants (beneficiaries and purchasers of 

homes between 2000 and 2003 under instalment sales agreements in the legacy projects) the Court 

judgement found in the applicants’ favour that the cancellation of the was irregular. The Section 129 (1) 

notices were therefore found to be invalid. (Simons, T., Fluxmans Attorneys, 2019) They were therefore 

not able to be evicted. 

Technical support 

As an established SHI the CTCHC had a full development team who managed the development of the 

units. The early, Legacy Projects, however, did not have to be registered with the NHBRC at that time and 

conform to their standards, that could have led to some of the contestation over poor standards of their 

construction. 

CTCHC also pioneered the use of alternative construction materials, such as the Mohladi system, which 

the beneficiaries did not really understand the use of. 

External relations: Government collaboration 

In the early days of the legacy projects there was political interference with politicians encouraging 

beneficiaries not to pay for the houses if they were not happy with them.  

According to the interview with Werner Jurgens14, there were many complaints with the legacy projects  

regarding quality of workmanship and maintenance.  A total of R 87 million in funding was received from 

the CoCT and Province to carry out rectification works necessary with the understanding that people 

 

14 Interview with Werner Jurgens, CTCHC on 18 October, 2018 
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would pay, but they did not. Maintenance was the responsibility of beneficiaries (which transferred with 

occupation) hence the reluctance for some beneficiaries to take transfer of title when they were eligible 

to do so. 

Replicability and sustainability  

Although the instalment sale is attractive as a proposition, the CTCHC found it difficult to achieve in 

practice.  

The CTCHC lobbied to increase the R 3500 institutional subsidy income band to ensure the monthly 

instalment payments can be met by beneficiaries.  The instalment is not affordable in the R3500 bracket. 

However, as of late 2019 there has been no real political support from the National Department of Human 

Settlements (NDHS) for increasing the R3,500 income bracket. If the NDHS are not willing to increase or 

revamp the institutional subsidy then utilising the FLISP might be an appropriate mechanism  (interview).15 

What would  make a difference to scheme costs and viability would be if there was an extra subsidy for 

bulk infrastructure ( R 46000 per unit), from the City. 

 

Summary of key problems 

As per the interview16,  1 000 beneficiaries are not paying the outstanding loan balance so the CTCHC has 

legally cancelled those agreements. Although the beneficiaries still hold occupation, the CTCHC still owns 

the asset.  

The CTCHC it finds that it not possible to enforce the agreements and carry out evictions, the only 

successful cases being for drug offences (interview). However, the CTCHC was successful in Wynberg court 

for a few cases of the worst arrears cases in each village, and got 10 evictions.   

According to the HSRC report, the instalment sales scheme is not financially viable for the CTCHC as the 

profit lies in the sale of the units and not in the management of the longer-term repayment of 

instalments. (Sheba and Turok, 2018, p. 46).  

Successes 

According to the CTCHC Project Status report of August 2018, 1568 of the 2473 units in the legacy projects 

have been paid up/ transferred as have 306 of the 671 units in Morgens Village and 22 of the Harmony 

Village 849 units. Therefore, a total of 1896 units were transferred/paid up overall of the total of 3993 

units in all the projects. 

 

15 Interview with Werner Jurgens, CTCHC on 18 October, 2018 

16 Interview with Werner Jurgens, CTCHC on 18 October, 2018 
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The Morgens Village scheme was better performing, and Sheba and Turok (2018) stated that “by late 2017 

about 50% of the stock had been transferred to beneficiaries” and some managed to pay off the loans 

earlier than anticipated. (p. 37).  

According to the interview with Werner Jurgens,17 up to 18 October 2018 – villages 1-3 in Harmony are 

collecting 100% although there are some arrears (50/850 units). There were also some early settlements.  

 

Challenges 

-Access to loan finance 

There were problems later as the NFHC limit on lending of R200 million had been reached, that included 

their exposure in Harmony village of R100 - R120 million.  

The transfer of the unit in instalment sale, after 4 years, creates uncertainty in terms of the security of the 

loan to banks, so banks are reluctant to lend to institutions or individuals.  

-Financial viability 

The CTCHC had a R 51 million loss on the legacy projects by 2016, (Sheba and Turok, 2018, p. 35) as people 

are not paying their rentals. The CTCHC has tried measures such as “re-negotiation of shorter-term 

instalment terms to the longer term,….. and greater training…..  with occupants but cannot enforce the IS 

agreements ”, according to a list and status quo of instalment sales schemes (Wilson, A., 2019).  

According to Sheba and Turok, (2018) it is difficult to find beneficiaries earning up to R3,500, and the 

institutional subsidy is not large enough to cover the “rising costs of construction, infrastructure and 

management.”. (Sheba and Turok, 2018, p. 45).  With the NFHC R200 million loan ceiling being reached, 

the CTCHC is not in a position to build more units, which has resulted in losses to the CTCHC in recent 

years (Sheba and Turok, 2018, p.46) 

-Management of residents 

The non-payment process has been a major problem for CTCHC as attempts to force through the eviction 

process has been met by the complex legal and court challenges and beneficiary resistance. This has not 

been helped by the fact that the City of Cape Town does not carry out evictions in their own stock at all at 

present. 

 

Recommendations and lessons learnt 

 

 

17 Interview with Werner Jurgens, CTCHC on 18 October, 2018 
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1. Choice of beneficiaries is a key driver of the success of the scheme and provides more of a 

guarantee of repayments. There was a more careful selection process used to select the later 

CTCHC schemes such as Harmony village beneficiaries, that improved their viability. 

2. The choice/selection of beneficiaries who understand and are committed to the ownership 

process is also important. Possibly one of the mitigating factors is the extent/frequency of 

maintenance required, hence the importance of the quality of building materials – so that 

buildings are of good quality. 

3. Training workshops are a requisite to educating the beneficiaries on their rights and 

responsibilities. It appears the workshop process with Harmony Village beneficiaries may have 

provided more exposure to the mechanics of the instalment sale process.  

4. Construction quality or rather perceptions of the poor quality of it by beneficiaries, (and goaded 

by political interference) were the hallmarks of the legacy projects and clouded their views as to 

why they should not pay their rentals. The construction quality of the Harmony village project 

used better quality construction materials, although the HSRC report (focus groups) reported 

many cases of poor workmanship in Morgens Village and Harmony Village (Sheba and Turok,2018, 

p. 44). 

5. The importance of having instalment sales/ transfers processes documents in place legally at the 

right time cannot be over emphasized. The loss of court battle in the Constitutional Court was 

based on the fact that the recordings of title at the deeds office did not take place timeously. 

6. The good location of the Harmony Village has good implications for and has enhanced the 

increased value of the properties, which makes the beneficiary more bankable. 

7. The extensive use of subsidised land,  subsidies (for services, supply of electricity, and partially for 

NHBRC registration), discounts on building plan approvals, and assistance with bulk services costs 

enabled the CTCHC to produce the houses at Harmony village at a lower selling price and produce 

a profit for the CTCHC.  

8. It would seem that one cannot expect people earning less than R 3500 to be able to afford the 

instalment sale product. 

9. The institutional subsidy band (R0 to <R3,500 ceiling) is too low to pay the increasing costs of 

construction and management costs (p.31).  Sheba and Turok (2018) suggest that a higher income 

band up to R7,500 for the institutional subsidy is needed to settle the R1,100 monthly payments   

to cover construction and maintenance costs adequately (p.54). It was also mentioned that the 

institutional subsidy quantum needed to be increased– although the report suggests there is little 
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appetite amongst role players and little political support to reform the Institutional housing 

subsidy programme (Sheba and Turok, 2018, p. 55). 

10. Sheba and Turok, (2018) suggest that the instalment sales programme undertaken by the CTCHC 

in a metro environment with subsidy support and discounts, is not workable in other parts of the 

country where this level of support is not provided by local and provincial government (p.46). For 

instalment sales to work it needs extensive municipal support. 

8.5 Ilinge Labahlali Housing Cooperative (ILHC) 

 
History and background  

The Ilinge Labahlali Housing Co-operative (ILHC) was formed by the residents of former worker hostels in 

Nyanga, Cape Town. The buildings, which numbered more than 50, were owned by five private sector 

corporations and were “grey sector”18 hostels.  

Registered in 2002, ILHC initially comprised 274 member families. The co-op successfully applied for the 

Institutional Subsidy (IS) via the People’s Housing Process (PHP) to develop 274 family units through the 

restructuring of the existing buildings. Some of the former employer corporations (which had owned the 

hostels) also contributed capital funds. The PHP portion of the funding comprised the Establishment Grant 

and Facilitation Grant. Ilinge Labahlali was the first project in the Western Cape for which the Institutional 

Subsidy was approved for a project using the PHP process. 

The ILHC was developed as a co-op in which residents would hold equity and not a non-equity housing co-

op. Members jointly own and manage the property but do not technically own their individual units. Each 

member has the right of sole use and occupation of their unit 

After the successful completion of the 1st phase the co-op applied to Province and the City for further 

funding and a total of 600 units were completed by 2014/15. PHP funding enabled ILHC to be designated 

as a Capacity Support Organisation (CSO) under the PHP funding framework which helped the co-op to 

undertake the necessary community facilitation with the members and to administer the project. 

The challenging but ultimately successful planning and building stages of the co-op’s development made 

the ILHC a model for other aspiring entities. Factors in these successes included strong, well-informed 

leadership, a well-functioning committee structure which facilitated member input and information flow, 

the securing of funding for high-quality architectural services (who gave extra pro- bono support to the co-

op), strong support from and collaboration with Rooftops Canada and the City of Cape Town (CoCT) and 

the ability to mix public subsidies and secure some private funding.  

 

18 “Grey sector” hostels are those which are privately-owned but stand on publicly-owned land. 
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However, significant management problems began to arise as the co-op moved into the post-

development phase. These intensified after the ending of support from Rooftops Canada and the CoCT, 

and the cessation of development funding for managerial support. The death of the founding Board 

Chairperson, whose role had been critical, appeared to create something of a power vacuum and the co-

op has suffered from a lack of leadership. There has also been internal hostility between members. While 

a few of the members of the original Board were still present in early 2019, one stakeholder asserts that 

“opportunists want to take over.”  Most worrying however, is ILHC’s financial standing.  While little 

information is available it is clear that members are not making any form of cash contribution to the co-op 

and that allegations of financial mismanagement abound. 

Previous evaluations in the contemporary context  

In addition to providing an historical background, a report by Duke (2007) for Rooftops Canada and the 

CoCT described and evaluated the planning and building phases of Ilinge Labahlali and the Lukhanyo co-

operative which was also located in Cape Town. At the time of the evaluation it was too early to draw 

conclusions concerning the management situation at ILHC but the report did reflect on management and 

communication challenges at Lukhanyo.  Such challenges included members not paying rent, the Board 

and members being unresponsive to the municipality’s queries or offers of help and the fact that 

development was not really operating as a co-op.   

It is instructive to note that some of the issues the identified by Duke (2007) at Lukhanyo later came to 

pass at ILHC, not least the non-payment of levies and the fact that the entity did not ultimately function as 

a co-op. While this report did not raise particular concerns about the ongoing management and 

sustainability at ILHC another report completed in the same year by the since disestablished Social 

Housing Foundation (SHF) (2007) cited some specific upcoming challenges which were critical for the co-

op to meet.   

The SHF report (2007) cited the founding Board Chairperson who had identified that the greatest 

challenge for the co-op lay in undertaking ongoing operations, something for which it had not, by 2007, 

taken responsibility. The report also noted the lack of financial management skills among Board members 

and concluded that co-op members needed to learn more about creating and monitoring annual budgets 

for operational management.  

The report also identified a common problem inherent in virtually all formerly employer-owned hostels 

converted to other forms of tenure, that of the reluctance of residents to make regular housing-related 

payments. As accommodation and utilities had always been part of the contract of employment, the 

residents were not habituated to making such payments themselves. The SHF report (2007) reflected that: 
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“Monthly levies have not yet come into effect and, as such, the ability of the members to pay these 

charges remains untested. The Board is very mindful of this challenge and may need assistance in effective 

levy collection practices and strategies.” (p. 9)  

Two years before the two aforementioned case studies on ILHC, the great difficulty faced by co-ops in 

becoming financially sustainable over the long-term was highlighted in the Stewart. B and Associates and 

Masimanyane Management (2005) report which was also commissioned by the SHF. This report, which 

focused on the institutional development needs of co-ops, concluded that: 

“Financial sustainability is the biggest challenge facing the housing co-ops and requires urgent attention 

by all stakeholders including the authorities.” (p.27) 

While noting the excellent working relationship between Ilinge Labahlali and the CoCT, the SHF (2007) 

evaluation asserted that this factor was “somewhat of a double-edged sword” and concluded: 

“Even if the municipality maintains a significant oversight and support role, the co-op is going to have to 

make do with less and less municipal support.” (p. 2) 

Again, the concern underlining this conclusion came to pass and, according to at least two stakeholders, 

the ending of support from the CoCT resulted in a significant decline in managerial standards at the co-op. 

Citing the case of ILHC as a prime example, one respondent for this case study asserted: 

“The co-op model is not viable without ongoing technical support. We can’t give people this level of 

responsibility – imposing a load that they are not able to carry, not capacitated. Most low-income 

communities are not sufficiently enabled to take on this responsibility.” 

The Stewart. B and Associates and Masimanyane Management (2005) report prepared for SHF warned of 

the limitations of training co-op leaders who are, in essence, volunteers and not career housing 

management staff:   

 “The fundamental weakness in co-operatives which are ‘staffed’ by volunteers is one of a lack of 

management resources and capacity. Giving attention to the training of these volunteers naturally offers 

itself as a solution but this is an over-simplification of the situation as volunteers are not bound by 

employment contracts nor are they remunerated in the majority of instances. This leads to a lack of 

continuity and skills developed are consequently often of an impermanent nature.” (p. 17)  

Perhaps even more pertinent in the case of Ilinge Labahlali, however, was the strong sense among 

stakeholders that, skills and capabilities aside, the ILHC co-op members have no appetite for a model of 

collective ownership and wish to own their units outright.  While it seems unlikely that members never 

have had an understanding of the nature of an ownership co-operative given all of the training and 

capacity and had received, it is clear that most had envisaged individual unit ownership.   
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Three years after the Duke (2007) report for Rooftops/CoCT and the SHF (2007) report on Ilinge, Herbst 

(2010) completed a thesis which assessed cooperatives in South Africa with a focus on ILHC.  While 

confirming that the planning and building phases at ILHC were undertaken well the thesis also drew some 

conclusions pertaining to the conditions necessary for co-ops to achieve sustainability19over the long term. 

These conditions included:  

• Government officials providing continuing strategic and technical support to the co-op well after 

the building phase is completed.  

• Establishing a permanent, sufficiently-funded and capacitated housing co-operative unit in the 

relevant government department/s to act as a conduit for such support.    

• Testing the ability of the co-op to self-manage (presumably before terminating external support 

for administration).  

In terms of the last point, while the implementation model for ILHC was appropriate, the management 

capacity of the co-op had not, by 2010, been tested in relation to such matters as payment for services, 

maintenance costs and monthly fee collection. (This had also been noted by the 2007 SHF report). 

Regarding the issue of payment for services, Herbst (2010, p. 119) also concluded: 

“Service fees (such as water and sewerage charges) have not as yet been activated. Residents who have 

moved in during the first phase, are paying on an ad-hoc basis at the moment and the co-operative 

strength and management skills will be tried and tested once all the units are completed.”20 

Herbst (2010) emphasised that ongoing support from the CoCT would be vital to ILHC’s success and 

argued that “management and the collection of fees are a complicated and administrative function which 

the co-operative will have to implement and manage.” (p. 119) 

 

19 The Stewart. B & Associates & Masimanyane Management (2005) report for the SHF on co-op institutional 

development needs defines “sustainability” as: “The long-term continuation of an organisation, programme or 

project.”(p.27) The report further noted that: “Sustainability results when adequate mechanisms are in place to 

maintain the six components, i.e. governance, management practices, human resources, financial resources, service 

delivery and external relations.  Programme or benefit sustainability occurs when partners and other stakeholders 

perceive that services are important and of value to them; when they feel a sense of ownership; when programme 

activities can continue because beneficiaries’ behaviour has changed or when local institutions have been identified 

to provide continuing services and support, allowing the Co-operative to develop a phasing out strategy.”(p.27) 

20 ILHC was, however, was (certainly in 2010) exempted from paying property rates as the value of the units was less 

than the City’s threshold of R 200 000. 
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In 2008 the SHF published a “Consolidated Report” of the findings of six separate evaluations of hostel 

transformation efforts across the country, including the aforementioned evaluation of Ilinge Labahlali (SHF 

2007).  Among a range of findings, the Consolidated Report drew conclusions around possible conversion 

of rental hostels to co-ops and asserted:    

“It can be concluded that the five hostels studied which were run as rentals are nowhere near ready to 

consider models of home ownership.” (p. 24)  

While the Consolidated Report (SHF, 2008) supported the creation of equity co-ops in principle it asserted 

that such entities could only be successful under “exceptional circumstances.” (p. 24) Somewhat 

ominously, that report also concluded that while Ilinge Labahlali appeared to be succeeding at the time of 

research it “was only barely balancing its budget and faced many hurdles.” (p. 23)  

Current situation (2018/2019) 

For some time, the residents have been demanding individual ownership title deeds. Inter alia, the CoCT 

needs to obtain Ministerial permission to convert institutional subsidies into individual subsidies.  While 

the City is willing to pursue this course of action it is the co-op itself which must navigate the lengthy and 

costly process to secure such title deeds.  

In 2018 the ILHC Board authorised the creation of a sub-committee (mainly comprised of younger 

members) the remit of which was to move title deed process forward. They will need to engage the 

services of a town planner, a lawyer and work with the CoCT before approaching the Province for 

subsidies. The co-op will continue to exist as a legal entity until the transfers. 

A possible short-term solution (if approved by the ILHC Board) which has been suggested to the CoCT is to 

amend the co-op by-law to enable individuals to transfer or sell their membership.  As of 2019 there are 

two 30-year leases executed between the co-op and the City.  Many different erfs are included in the 

leases with the first lease comprising 109 erfs.  Each lease is for a rent of R150 per year but no rent has 

ever been paid. 

 

Way Forward  

If the ILHC Board, and the aforementioned sub-committee in particular, is able to successfully navigate the 

complex legal and administrative landscape it may be able to obtain individual title deeds for the 

members.  However, if it does not move in a timely manner, or otherwise fails to meet the significant 

challenges to realise the goal of title, the CoCT will need to step in.  In this event the City would have to 

dissolve the lease and reclaim the land. From there it would need to instigate sub-divisions and create 

business partners (the latter of which it was already moving to do in late 2018 for the co-op).  
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Town planning services will be required to examine the legal erfs and to undertake sub-divisions. This may 

be a difficult process as different people currently occupy different erfs and some may overlap. Some or 

even most of the extensions built by the residents may be illegal and that would encroach on boundaries 

and make subdivision problematic. When this process has been completed the City would need to make 

the choice whether to award direct rental leases to residents (making them, in effect, municipal tenants) 

or sell the units to individuals.  

Subdivision is required to set up separate accounts for rates, service charges and water accounts. It is only 

once sectionalisation is complete that the City could install individual water meters replacing the bulk 

metres currently in use.   

For the purposes of clarification, it is also worth noting the legal options available to cooperatives which 

have received the Institutional Subsidy (IS) for a period of four years. Three of these options, which were 

detailed in the Stewart B. and Associates and Masimanyane Management (2005, p.13) diagnostic report 

prepared for the SHF, are summarised as follows:  

1. Continue to use co-operative ownership but remove the restrictions on share transfer (become 

full equity cooperative ownership).  

2. Transfer the personal spaces to individuals and keep co-operative ownership of the common 

space.  This is similar to sectional title except that a housing co-operative owns the common space not a 

body corporate. 

3. Transfer the personal space to individuals and transfer the common space to the local authority 

(in this instance the housing co-operative would be disbanded).  

Conclusions and lessons  

From several perspectives the Ilinge Labahlali Housing Cooperative (ILHC) has had some notable 

successes. It was a bona fide community-founded and community-led organisation and the planning and 

development took place in a transparent manner. Key factors to the successes included:  

• The willingness of members to join periodic savings plans, commit their labour via sweat equity 

and to utilise their own savings. 

• The co-op’s successful bid to obtain and mix two capital subsidies as well as private funds.21  

 

21 By accessing People’s Housing Process (PHP) the co-op could receive their Capacity Support Organisation (CSO) 

grant so that they received 2% of the building cost as a revenue grant that paid for the establishment and running of 

their office. However, this grant only covered costs during the building phase so that when the development ended 

there was no longer funding available to pay for the vital managerial functions. Such functions should have been paid 

for via member levies but, as this report had verified, such levies have not been forthcoming from the membership.  
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• The ability of the leadership and membership to prevent invasion.  

• The earlier years saw productive collaboration between the co-op and the City of Cape Town, 

Rooftops Canada and a range of other supportive stakeholders.  

Residents have taken take good care of their own units as evidenced by improvements in terms of 

upgrades and well-built extensions. This may have been spurred by a sense that people owned their 

individual units thus making them willing to make their own investments.  What is less certain, however, is 

how members have managed necessary repairs and upgrades in infrastructure and addressed building 

issues (such as shared roofs) affecting multiple units. However, this has not been a major issue as 

approximately 75% of the units are single buildings.  

The members’ ability to prevent invasion and their determination to maintain high building standards is 

reflected in the fact that there are no informal structures around any of the units. This stands in stark 

contrast to some other former hostels (which have not been upgraded) which are surrounded by 

numerous shacks and other informal structures. 

Another notable feature at Ilinge is that there has been no theft or destruction of building materials even 

though they are left on-site in open areas.  In some other areas of Cape Town building contractors refuse 

to go on-site for City projects in part because of the likely threat of theft of materials but also out of 

concern for their worker’s safety. In contrast, ILHC has created a safe environment for development.  

To summarise its positive points, the Ilinge Labahlali Housing Cooperative (ILHC) has, through the means 

outlined above, developed a good housing product and at a reasonable cost. It has also built a strong 

sense of community in which safety is a premium and in which quality home improvement evidently 

continues incrementally.  

However, it was at the management stage of the co-op’s development that things began to unravel.  In 

particular, management difficulties intensified following the cessation of development funding for 

managerial support and then with the ending of ongoing technical support from Rooftops and the CoCT.   

One stakeholder maintained that the cultures of entitlement and non-payment, along with the 

widespread availability of free RDP/BNG housing undermines the cooperative ownership model and 

argued that factors such as this have placed social housing at risk to rent boycotts.  

While ILHC may be viewed as a failed attempt to establish an ownership cooperative it should not be 

viewed as a failed venture overall.  As noted above there have been notable successes. However, ILHC 

does not function as a cooperative.  Whether or not they fully understood the concept of collective 

ownership it is clear that members envisaged a model of individual unit ownership and have acted, for 

some years, as if this were the case.  Among other indicators, the refusal of members to pay any form of 

levy is perhaps symptomatic of them thinking that they individually own their units.   
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A broader lesson for human settlements policy from the experience of ILHC is that while the goal of home 

ownership is prized by many, this aspiration is not well met through a co-operative model. 
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9. Compilation of successes and challenges (from Case Studies) and analysis of costs and implications 

from, and sustainability of, these models 

9.1 Housing Co-operatives  

There are only two housing co-operatives that still own and manage collectively managed “rental-type” 

co-operative housing stock in the country: Troyeville Housing Co-operative (120 units), that was the 

subject of a SHRA intervention (see “Lessons Learnt” under Section 7 of this Report), and Welcome Zenzile 

Housing Co-operative (99 units), both which have major internal problems and with regard to their long 

term sustainability. The remaining ex Cope Housing Association Co-ops were actually developed as 

Shareblock Companies.  

There are no co-ops that have been developed under the terms of the Social Housing Act and which 

effectively function as “Social Housing.”  However, all existing co-ops used the Institutional Subsidy 

mechanism for their development, and none would be able to comply with the Social Housing regulations. 

While the Gauteng Secondary Housing Co-op (GSHC) was accredited by the SHRA to assist primary co-ops 

to develop projects, no such projects have been approved to date.  

 

There was one co-operative ownership housing scheme that was successful (at least from some 

perspectives)  -Ilinge Labahlali. It was co-developed as an equity co-op by a bona-fide community-founded 

and-led group, the planning and development for which took place in an inclusive, transparent manner. 

Key factors to the successes included:  

• The willingness of members to join periodic savings plans, commit their labour via sweat 

equity and to utilise their own money. 

• The co-op’s successful bid to obtain and mix two capital subsidies as well as private funds. 

Using PHP funding enabled the Co-op to act as the Community Support Organisation 

(CSO). 

• The earlier years saw productive collaboration between the co-op and the City of Cape 

Town, Rooftops Canada and a range of other supportive stakeholders.  

Even given the above, Ilinge Labahlali does NOT currently function as a co-op even as it has developed 

quality housing and a safe community.   

 

This report finds that challenges with housing co-operatives include the following: 

• A culture of factionalism, mistrust and conflict destroys co-ops and it is an unrealistic basis on 

which to run a property. 
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• Collective ownership in co-ops is a fiction and the financing model unrealistic – as a levy to cover 

maintenance and management costs still has to be paid. 

• Ownership requires a mindset – members should join a co-op if they want to work together, not 

own their individual unit.  

• Co-op members have no appetite for a model of collective ownership and wish to own their units 

outright. 

• Co-op members need to prove their capability before they take over the day to day 

running/management of a co-op. 

• The current co-op model is not viable without ongoing technical support. Imposing a load that 

people are not able to carry and are not capacitated. Most low-income communities are not 

sufficiently enabled to take on this responsibility 

• Financial sustainability is the biggest challenge facing the few remaining co-ops.  Their survival as 

co-ops is extremely unlikely not least because the residents are not paying their levies, and other 

stakeholders such as municipalities – no longer support the model.  

 

Other key findings that inform the recommendations we make in Section 10 below are: 

Organisational 

• Any effort to develop subsidised co-ops must be linked with a solid, multi-stage plan for capacity 

building for co-op members in addition to ongoing structured support, facilitated by an agency / 

programme which is itself contains strong co-op knowledge and expertise.  

•  The SHRA is well-structured and capacitated to interact with and regulate formal institutions, 

specifically those providing rental housing, but not community-based groups seeking to develop 

co-ops. 

•  Any national human settlements programme supporting the development of co-ops must have 

both a clear policy and operational framework to engage with groups in communities 

 Values 

• Co-ops do not survive when the motivation for their establishment comes from an external body 

such as an NGO or even a government body. 

• The motivation and drive for co-ops must come from genuine, grass-roots groups of community 

members who are very clear that their goal is to develop this housing model for themselves (be it 

a tenant or ownership co-op).   
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• Such community groups have a full understanding of the legal and operational nature of co-ops 

and, in particular, the differences between the co-ops and individual ownership.   

 

The SHRA’s own Co-operative Housing Strategy (undated, probably 2014) stated that: 

“ The need for housing co-operatives originated from the fact that most housing problems in the 

developing countries can only be solved within the framework of viable, integrated and self-administered 

communities. Governments of many countries often impose what the governments feel are the solutions 

to the housing problems of the citizens without a recourse to finding out if such solutions are what the 

people want or not”. (Page 10). Onukwugha (2000).  

 

9.2 Instalment sale/Rent to Buy 

The SHRA does not appear to have been so involved in intervening in the old failed Instalment sale/rent to 

buy schemes as they were all developed before the Social Housing Act, and the resolution of their issues 

(or not) has been left in the hands of provinces, municipalities, and the debt funder, the NHFC. 

 

Findings from the case studies were as follows: 

• Rent to buy can help first time buyers build up a credit record and become bankable and obtain a 

loan to buy a house 

• It should be a viable concept but it is too difficult in the very low income market (well below R 

3500) so you need to be able to house people earning more than R 3500 to help with affordability 

• There is potential in the mechanism, but people need to understand it and buy into it. There is also 

a need for consumer education to be effective on the ground. In this mechanism there is confusion 

over responsibilities – for example, under instalment sale the occupant/buyer is responsible for 

maintenance from day One, even though title does not transfer till after year four.   

• No SHI spoken to would use this mechanism again, but the idea and principles of the programme 

are good and there is potential in the mechanism if people understand what they are taking on. 

• 50% of CTCHC’s beneficiaries have now taken transfer of title & SOHCO have finalised transfers at 

Amalinda at 215/300 units.  

• For instalment sales to work there needs to be extensive municipal support (e.g. re infrastructure 

given to CTCHC by the City of Cape Town). 

• Western Cape Province have set up Credit-worthiness rehabilitation programmes and run pilot 

programmes to assist people on incomes as low as R 7000 a month to be able to buy by partnering 

with banks. They want the subsidy mechanism to continue, but at a higher income band 
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• Instalment Sale is attractive as a proposition, but difficult to achieve in practice (CTCHC)   

• Political interference affected the viability of Abahlali HA and CTCHC schemes in particular. Many 

residents are non-compliant with their rent to purchase agreements and it has not been possible to 

enforce their agreements and carry out evictions of defaulters. 

• Instalment sale is no longer viable, CTCHC is the only SHI to implement the programme in more 

than 10 years due to the R 3500 pm eligibility limit and it is too difficult to make it work in that low 

income market re affordability. 

• The objective was for the tenant to become bankable over the four years and to purchase the unit 

with a loan from the bank. However that assumes there is a supply of lenders willing to give loans 

to prospective purchasers. 

• Most transfers of title e.g. at SOHCO Amalinda, have taken 10 years rather than the original 4, and 

some beneficiaries don’t want to take transfer. E.g., in the case of CTCHC, there are 200 

beneficiaries who have paid up but don’t want to take transfer as they don’t want to take on the 

full responsibility of ownership. 

• The most important factors that hamper access to mortgage finance that is required to make this 

mechanism work are high indebtedness, lack of positive track record to demonstrate credit-

worthiness and lack of affordability. (Sheba & Turok. 2018) 

There have been some successes in instalment sale, on a small scale – but only for the higher income 

bracket. For example, Chartwell develops a housing units and provides bond finance after 3 years for the 

R18-30 000 income bracket market. 

Other challenges with instalment sale/rent to buy schemes are that: 

• The instalment sales/rent to buy scheme is not financially viable for the SHI, as the profit lies in the 

sale of the units, and not in the management of the longer-term repayment of instalments (Sheba 

& Turok. 2018). SOHCO say that they would not do another rent to buy scheme as it is. 

• As proposed by the Sheba & Turok from HSRC Report (2018) a revision of the FLISP subsidy to 

enable applicants enroll in a rent-to -buy programme would increase the approval rate of their 

home loan applications. This would serve to “increase the supply of private mortgage finance, 

leading to strengthened effective demand for affordable housing, which private developers could 

respond to.” 

9.3 The costs and implications of these models on the state 

9.3.1 Cost to the State 

In terms of the cost to the State of implementing these models, the cost would comprise mainly of the 

following aspects: quantum of the institutional housing subsidy invested in the projects by government; 
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loans made by the NHFC which invested in these projects; contributions made by municipalities in terms 

of bulk contributions, land, and other contributions such as rates rebates; and the cost of interventions 

made by the SHRA in trying to regularise projects as part of their mandate. In some projects provincial 

government or a municipality have taken over the management of the housing delivered, but the cost of 

this has not been quantified, or is not quantifiable.  

 

With regard to the amount of the IHSP invested, approximately nearly 12000 units have been developed 

under these mechanisms (See Table 1). We have not been able to establish the exact costs of these 

schemes in terms of government subsidy, as stated in Part 5 above, the information is not fully available 

from provincial government – despite the SHRA trying to audit the investment made by the state. At a 

conservative average cost of R 18000 per unit subsidy, that would make a minimum cost of 216M worth of 

investment. Of these 12000 units, over 4000 units, or 35% of the total have been “lost” or taken over by 

residents who may or may not have been the original qualifying beneficiaries. To repeat a point made 

earlier in the report: 

“ There have been various attempts to locate and verify the stock developed under the Institutional 

Housing Subsidy Programme but the verdict is that by and large this stock cannot be traced or in many 

instances is no longer available as subsidised rental stock having either been sold off under rent-to-buy 

schemes or converted to private rental. Only the stock produced since the new Social Housing Act can be 

accounted for through the SHRA.” (Sheba & Turok, 2018. P.24) 

 

The loan funder to these schemes, the NHFC, has written off R 122M worth of loans made to them as 

irrecoverable – for instalment sale/rent to buy schemes, and R5,4M to Co-operative schemes (See Table 

1). Another R 42M of NHFC loans (R 7M Troyeville Housing Co-operative, and c R35M to Abahlali Housing 

Association) is potentially at risk. The NHFC have indicated that they would not provide loan finance to 

housing co-operatives in the future, due to their previous poor track record. 

 

The SHRA itself has invested over R 5.4m through its capacitation grant to help sustain and turn around 

co-operative or rent to buy schemes in distress. These were Amakhaya Ngoku, Troyeville Housing Co-

operative and Everest Court through the appointment of community facilitators and property managers, 

with varying success as evidenced in this report. 
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9.3.2 Cost threshold to make instalment sale/ rent to buy viable 

We carried out some financial modelling to see what income and subsidy levels would be required to 

enable people on lower incomes to become homeowners under rent to buy/instalment sale. The 

conclusions on the financial models: Annexure 4A and 4C (re Institutional Subsidy) and Annexures 4B and 

4D (re FLISP) are described here. 

 

From the HSRC report in the then current FLISP model for homeowners in the lower end of the R3,500-

R15,000 earning group on a 20 year home loan (at 11% interest rate) with a purchase price of R300,000, 

an additional subsidy on top of the FLISP subsidy would be needed to fill the affordability gap for 

households earning up to R10,000 (Scheba and Turok, 2018, p. 57). 

 

The HSRC report also provides a table showing the gap in affordability for lower income earners with their 

suggested “revised” FLISP subsidy (that is very similar to the revised subsidy rates that were subsequently 

announced) on a R300,000 priced home, with a 20-year home loan at 11% interest. This shows the 

additional subsidy (beyond their revised ‘quantum’) is necessary for people earning between R3,500 up to 

R7,500. (Scheba and Turok, 2018, p. 57) 

 

This report shows in Annexure 4 B (with the 28 July 2018 revised FLISP subsidy quantum), that on a house 

with a more likely current purchase price of R450,000 that an additional subsidy/ or additional equity is 

required for those earning between R3,500 (which is the lower FLISP subsidy limit) and R13,500. It would 

suggest that those in the R3,501 to below the R13,500 bracket need an injection of either additional 

equity from the SHI or an additional top-up subsidy (even with the revised FLISP) to enter the FLISP-led 

home-owners market. According to Sheba and Turok, (2018), the Western Cape Government can build a 

house around R236,000 however, they say it is difficult to estimate the true costs the building of a house 

because of cross-subsidisation (p.57). There are other factors that allow for cross-subsidisation. However, 

if the subsidy rates were increased annually as should be the case the scenario might drop down to a 

lower income level. If the purchase price is set at R400,000 (see Annexure 4D) then people should be able 

to afford the price without an additional subsidy or equity, at an income level somewhere between 

R10,100 and R12,300. In the Western Cape, the Provincial Department mentioned they are speaking to 

key employers in the area, eg. Spar, Ackermans, Pick n Pay, and Woolworths about employer assisted 

housing. Ackermans were allowing people pension backed schemes, whereas at Spar they are giving a 

cash sum. Currently, the rules are that one has to take out a bond but the Department of Human 
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Settlements, Water and Sanitation is thinking of changing the rule in this regard to remove the 

requirement of taking out a loan. 

Drawing from Scheba and Turok’s Table 2 shows that on a house price of R300,000 bought over a 20- year 

term at an 11% interest rate the home becomes affordable with an institutional subsidy, at over R7,500 

income (p.32). Annexure 4A shows that a home with a R450,000 purchase price bought over a 20-year 

term at a 11.25% interest rate becomes affordable with the institutional subsidy at R11,750 income. 

Below R11,750 an additional subsidy/ or additional equity from the SHI is required.  If the purchase price is 

reduced to R400,000 (as per Annexure 4C) in order to make it affordable and reach breakeven, the 

institutional subsidy would have to increase substantially to make it affordable to people earning below 

R10,000. 

 

The institutional subsidy was increased to R116,847, in 2017. A home with a purchase price of R450,000 

would not be unreasonable so it would seem appropriate that the institutional subsidy be increased/ 

adjusted to take account of inflation. The subsidy has not been increasing with inflation as it should be. 

According to Sheba and Turok (2018), “high land prices, building costs, infrastructure expenses, NHBRC 

registration and development contributions make the units too expensive, especially for people earning 

R3,500 or less” (p.32). The same report notes that it is not feasible to build quality stock at low prices, or at 

the R3,500 income level (pages 32 and 31).  

 

In Annexure 4A there is also a column added in for the “remaining monthly instalment costs”: – namely 

management/operating costs.  

 

Whilst the model in Annexure 4A (with a purchase price of R450,000) shows at R11,750 the purchaser can 

settle the loan with the institutional subsidy without needing an extra subsidy, this person still cannot 

afford to pay the management/operating costs. The same is true at a purchase price of R400,000 (in 

Annexure 4C) and the purchaser settling the loan with the institutional subsidy at an income of R10,000.  If 

one deducts the operating costs in year 1 from the 30% of the income levels, it shows in a more realistic 

way what amount of loan a purchaser can qualify for, and what additional subsidy is needed. It is only at 

an income of R13,500 (having deducted operating costs) that no additional subsidy is needed, on a 

purchase price of R400,000.  At the lower end of income levels this amount is quite unsustainable. (It is 

noted that operating costs usually escalate year on year, which the model does not factor in- – with 

consumer price inflation at 4.5% in March 2019 (Stats SA, 2019).  
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Conclusions 

Based on the above and the R400,000 price purchase, for instalment sale to work with the institutional 

subsidy and/or FLISP, the institutional subsidy quantum and FLISP quantum needs to be increased along 

with income bands. On the institutional subsidy model the income band needs to be near to R10,000 (as 

per Annexure 4C), on a purchase price of R400,000. With the FLISP the income band needs to be 

somewhere between R10,100 and R12,300 for the loan to be affordable (as per Annexure 4D), and no 

additional subsidy being required. The necessity of an additional subsidy would be alleviated with the 

prospect of employer-assisted housing, as is being mooted with certain employers in the Western Cape. 

The figures for the institutional subsidy model here do not take into account the additional operating 

cost/ living expenses, nor for inflation related annual increases in these costs.  When an income of R13,500 

is reached – having deducted operating costs in year 1, no additional subsidy/ additional equity is needed, 

on a purchase price of R400,000. 
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 10.Policy Recommendations to the SHRA, NDHS and other stakeholders 

10.1 Housing Co-operatives 

Policy lessons learnt from the SHRA’s interventions are that: 

• “Cooperative housing does not fit well policy-wise, subsidy-wise or regulation-wise with the Social 

Housing Programme. It would be more appropriate to place it under an ownership programme.”   

• The SHRA is not currently set up or capacitated to deal, in a comprehensive and decisive manner, 

with failing co-operatives and instalment sale schemes that fall under its jurisdiction, pursuant to 

Section 12 of the Social Housing Act. 

• A lack of support from municipalities and provinces concerning failing co-ops and an instalment 

sales scheme tends to isolate the SHRA and greatly reduces the chances of a successful 

turnaround. 

• The findings caused serious doubt as it to whether the SHRA should even have a role in the 

oversight of cooperatives and instalment sales schemes in addition to its fundamentally different 

role for social rental. The findings would mitigate strongly in favour of the coops and instalment 

sales being removed entirely from the SHRA’s scope and to let the regulator continue to develop 

its capacity to support and regulate SHIs providing rental. 

 

With regard to the SHRA’s interventions in co-operatives: 

• There should be no question of SHRA being given or developing a target for regularisation of co-

ops without the allocation of additional financial and human resources to undertake this 

task.  Even if this were granted there is no guarantee that (rental) housing co-ops will be able to 

perform. 

• In the absence of a firm organisational commitment to implement actions and the need for 

capacitation in co-ops law and practice the SHRA should not undertake any future interventions in 

distressed co-operatives.22 

 

If, however, the SHRA continues to regulate cooperatives they would need to: 

• Develop well-targeted, tightly planned and fully-costed intervention strategies and undertake a 

due diligence before undertaking an intervention.  

 

22 At the time when this research was commissioned, resources were not available within the SHRA to deal with 

some of the complexities of the matter and that subsequently resources have been acquired in this regard. 
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• Investigate the feasibility of dysfunctional co-ops being converted to social rental. 

• In addition to liaising with municipalities and provinces, undertake an assessment of the broader 

range of resources potentially available to assist before undertaking the intervention. 

• While it is abundantly clear that the turnaround of failed co-ops is near-impossible without 

additional finance to address maintenance and major capital rectification, this report does not 

recommend the instigation of a such package or programme to rescue these projects. 

 

There are however some legal options available to the relevant stakeholders regarding what should 

happen with the existing housing co-operatives:  

• After 4 years the housing co-operative could either:  

- Continue to use co-operative ownership with limited (or restricted) equity 

- Continue to use co-operative ownership but remove the restrictions on share transfer (become 

full equity co-operative ownership). 

- Transfer the personal spaces to individuals and keep co-operative ownership of the common 

space.  (This is similar to sectional title except that a housing co-operative owns the common 

space not a body corporate). 

- Transfer the personal space to individuals and transfer the common space to the local authority 

(in this instance the housing co-operative would be disbanded). (Stewart. B. & Ass.2005) 

 

In particular with regard to the ex Cope Housing Association “co-ops”: 

• For ex Cope HA co-op-like schemes that were actually Share Block Companies (Everest Court, 

Philani-ma-Afrika, & Hadar Court) they could be sectionalised and the ownership of the units 

transferred to the members, for which they would have to pay a purchase consideration.  

• For Bertrams One Development Co. (a S.21 company) the remaining financier (Provincial 

government) could institute foreclosure/sale in execution. Residents should be afforded the 

opportunity to conclude lease agreements with the new owner of the building (that could be an 

SHI) 

(Legal advice given to Cope HA and other stakeholders prior to Cope’s closure in 2005) 

 

RECOMMENDATIONS 

Rental housing co-operative and instalment sale programmes are currently NOT viable nor sustainable 

options  
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• “The co-op model is not viable without ongoing technical support.  We can’t give people this level 

of responsibility – imposing a load that they are not able to carry, not capacitated. Most low-

income communities are not sufficiently enabled to take on this responsibility.”  

• The establishment of a permanent, sufficiently-funded and capacitated housing co-operative unit 

in the relevant government department/s to act as a conduit for such support. (The co-op must be 

able to self-manage before terminating external support for administration). 

• If there is to be a programme for the development of co-operative housing it should be catered 

for as per the DHS “Draft Housing Assistance Policy and Programme for Housing Co-operatives”. 

 

That funding and oversight for co-operatives should therefore be removed from the Social Housing 

Programme (and thus from the SHRA’s scope) and relocated to an expanded, revamped People’s Housing 

Process (PHP) and would be a good fit pursuant to the vision, policy context and operational framework 

outlined in the via the DHS’ Draft Housing Assistance Policy and Programme for Housing Co-operatives”. 

• Why relocate to the PHP?  

• Community-led and managed housing initiatives are well reflected in the purpose, values 

and approach underlining the PHP  

• The PHP is already orientated and structured to provide the kind of support needed to 

assist community-based, community-led housing initiatives 

• The PHP would be better-placed to incorporate successful aspects of co-ops from other 

countries (such as seen in Kenya and others in the region). Under the PHP co-ops could 

more readily become a vehicle for technical assistance, housing microfinance and 

community development. 

10.2 Instalment Sale 

RECOMMENDATIONS 

 

• The SHRA should not become involved in ownership schemes  

• If these tenures are to succeed the income limit will have to be increased from the current level of 

R 3500 pm. The National DHS is thinking of revising the institutional subsidy quantum, after which 

they might consider increasing the lower income band upwards slightly. However the issue of 

bankability of people on what would still be a low income will still be a problem. 

• Consumer education and mentoring of potential buyers as they have been piloting in the Western 

Cape, would be required.  
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• The product created has to be one that the residents feel is suitable for them - beneficiaries need 

to be those who choose to own, and who can afford it.  

• A strong, well capacitated, transparent and well-supported board capable of undertaking an 

acceptable standard of governance and able to withstand takeover from unelected factions, is 

absolutely critical to the survival of a programme like this.  

• The full support and buy-in of the relevant municipal and provincial authorities is vital to secure 

before proceeding with development.   

• Maybe FLISP can be worked into instalment sale, as the FLISP subsidy will reduce the mortgage 

bond.  “Revising the FLISP subsidy and enrolling potential applicants in a rent to buy programme 

would make their home loan applications more successful and subsequently increases the supply 

of private mortgage finance, leading to strengthened effective demand for affordable housing, 

which private developers could respond to”. Sheba & Turok. (2018). 

• Partnerships would need to be made with financial institutions to assist low and middle income 

groups to access private finance and increase homeownership (as in the Western Cape). For 

example, the Gauteng Partnership Fund were considering looking at funding instalment sale.  

• If the SHRA needs to try and regularise the old rent to buy/ instalment sale schemes then they 

could always establish a unit to help small scale landlords to manage them – possibly along the 

lines of the TUHF model.  

• FLISP gears private funding (80%), to 20% funding from government, and it is the other way round 

for rent to buy/ instalment sale, so more cost effective for government to concentrate on FLISP. 

• Instalment sale programmes are currently NOT viable nor a sustainable option.   
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