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1 Introduction  

Finmark Trust, the Social Housing Foundation, Nedbank and the Gauteng Department of 

Housing have appointed Shisaka Development Management Services in association with the 

CSIR to undertake research into ‘Housing Entrepreneurs’.  Housing Entrepreneurs are defined as 

small scale landlords and entrepreneurs who operate or use their house as part of their business 

activities.  

The purpose of the research is to understand how housing and housing finance can be used as 

a tool to promote the emergence and growth of entrepreneurs and small scale landlords. 

Specifically the study aims at:  

Identifying the housing finance interventions necessary to build an entrepreneurial and small 

scale landlord sector in low income areas.  

Developing appropriate information products and tools to assist emerging entrepreneurs and 

landlords in their efforts at becoming housing entrepreneurs. 

Focusing on the potential for small scale entrepreneur landlords to be the model for dealing with 

difficult to transfer state owned stock. 

Understanding the key issues which would support a productive relationship between the 

landlord and the tenant in the small scale sector in the mutual interests of both parties.  

Inform policy and strategy directions so as to facilitate better access to housing investment 

opportunities for either entrepreneurs or small scale landlords, such as are already being 

realised in the middle and upper income sector of South Africa. 

This report forms part of Phase 1 of the research and comprises research into Landlords 

operating in Townships1 .  This report comprises an analysis of detailed research into this type 

of Landlord undertaken by Nurcha in 2003 supplemented by focus groups.  This research 

comprises one component of the overall research being undertaken which includes:  

• Research into Landlords operating in Inner Cities  

• Research into Successful Landlords 

                                                 
1 This is a working definition and is used to denote areas previously set aside for occupation by Africans in 
urban areas 
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• Research into Home Entrepreneurs 

This report includes:  

• Methodology of the research  

• Key findings 

• Conclusion  
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2 Methodology  

Due to the fact that Nurcha had undertaken extensive research into Landlords in Townships in 

2003, the methodology adopted for this category of Landlord was not to re-do the primary 

research, but rather to make use of the research that already exist.  

 

The research undertaken by Nurcha focused on three areas namely Orlando East in Soweto, 

Gauteng, Katorus in South East of Johannesburg, Gauteng and Cato Manor in Durban, KwaZulu 

Natal.  The size of the sample researched was 400 landlords each in Orlando East and Kathorus 

and 291 in Cato Manor.  

 

The methodology applied in respect of this study is as follows:  

• A review of the Nurcha research was undertaken from the perspective of this study. 

This review was undertaken by the manager of the Nurcha research David Gardner and is 

set out in Annexure A as a separate report. Findings from this analysis are incorporated 

into this report. 

• On the basis of the review the Nurcha data was analysed into three categories of 

Township Landlords. These categories were selected as they made the data applicable in 

respect of the way in which the Inner City Landlords had been defined (See Resource 

Report 5) and included the following:  

o Formal Unit Landlords: Defined as Landlords who have erected a formal unit. 

o Informal Unit Landlords: Defined as Landlords who have erected an informal 

unit 

o Tenant Unit Landlords: Defined as Landlords where the tenant erected the unit 

and is renting a portion of the Landlords land 

• The findings of this analysis are incorporated into this report where relevant.   

• In order to test some of the key issues pertaining to this study two focus groups were 

conducted in two township areas with Landlords and Tenants respectively. Findings from 

the data from these four focus groups is analysed in this report. Focus groups were 

conducted in 2 areas namely Kathorus and Orlando East.  
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The two areas were chosen because of the prevalence of small scale landlords in the areas. The 

methodology applied in undertaking the focus groups was as follows:  

• Focus Group Discussion Protocol: A focus group discussion protocol was developed.   

• Sample: Landlords and tenants renting formal backyard rooms were sampled from the 

study areas, with preference given to bigger landlords.  A convenience sample was used 

so that the researchers could approach specific people in each of the areas that represented 

the appropriate aspects of informal rental accommodation in that area.  Twelve people 

were invited to each focus group.  The realization of the sample is reported in each 

transcription.   

• Focus Groups: A trained facilitator conducted the focus groups in the preferred language 

of the respondents.  The principles of the Free Attitude Interview, developed by Dr. Ineke 

Meulenberg-Buskens2  were used.  This technique allows for data to be obtained in an 

unbiased manner and assists respondents to discuss freely their knowledge, ideas, 

experiences and values related to the subject under discussion.  All focus group 

discussions were recorded.  After the focus group discussion, the recordings were 

translated into English and typed.  Quality control checks were done on the translations, 

to verify the accuracy of the translations.  Direct translations were done from vernacular 

to English.   

• Analysis of Results: A summary of the data is provided with regards to the themes set 

out in the objectives of the research.  These themes were explored and links made with 

other themes.  Each issue was exhausted in terms of the content of the focus groups.  

Observations made during the research process and informal discussions with people in 

the area during the research process were also taken into consideration. 

 

The reworked Nurcha data and focus group findings are incorporated in a separate report as 

Annexure B. Due to the way in which the Nurcha sample was formulated it is not possible to 

consolidate the data, accordingly the data is reported separately in respect of the three areas in 

which the research was undertaken (Katorus, Orlando East and Cato Manor). 

                                                 
2 Ineke Meulenberg Buskens (1993) Qualitative Research Reader. Pretoria: Human Sciences Research 
Council & Vrolijk, A.; Dijkema, M.F.; Timmerman, G. (1980) Gespreksmodellen (Translated in English to:  
“Discussion Models”). Alphen a.d. Rijn. The Netherlands. 
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3 Key findings 

This section outlines key findings in respect of the research into Township Landlords detailing:  

• Profile of Township landlords 

• Operating procedures 

• Housing stock being provided 

• Access to financial products 

• Relationship between landlords and tenants 

• Regulatory and policy environment  

• Profile of tenants  

• Geographic differences  

 

3.1 Profile of Township Landlords 

Table 1 below provides an overview of some aspects pertaining to the profile of Township 

Landlords by the following categories  

• Formal Unit Landlord 

• Informal Unit Landlord  

• Tenant erected Unit Landlord 
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Table  1: Profile of Township Landlords by landlord category 
 

Informal Unit Landlord  Tenant Erected Landlord Formal Unit Landlord Measure  
Khato-
rus  

Orlando 
East 

Cato 
Manor  

Khat-
orus  

Orlando 
East 

Cato 
Manor  

Khato-
rus  

Orlando 
East 

Cato 
Manor  

% male  28 28 37 43 29 50 34 25 31 
Mean age 46 52 39 47 53 41 53 54 39 
% matric 
and above 

11 12 14 5 14 17 19 21 43 

% 
motivated 
to house 
others 

15 21 8 33 24 17 13 14 3 

% 
motivated 
by income 

66 53 86 50 50 83 66 51 94 

% 
motivated 
to continue 
to be a 
landlord to 
earn income 

73 53 89 55 56 83 73 52 94 

% where 
money from 
tenants only 
source of 
income 

37 32 34 53 42 50 28 27 17 

% where 
money from 
tenants 
secondary 
income 

28 36 48 23 39 17 49 49 51 

% who own 
a house 
elsewhere  

5 0 5 10 4 0 11 2 14 

% who 
added new 
rental units 
in the last 5 
yrs 

17 17 76 21 24 50 7 8 57 

% who 
want to 
keep 
current 
status quo 

65 57 26 53 52 33 83 76 46 

% who 
want to 
improve 
units etc 

29 38 69 35 36 50 10 16 51 

 

On the basis of the above Table and the more detailed Nurcha study (see Annexure A) the profile 

of Township Landlords is generally as follows: 
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• Township Landlords have very low incomes (estimated to be on average R1280 in 

Cato Manor, R1595 in Katorus and R2118 in Orlando East) 

• Unemployment is high among landlords, in addition a significant number are 

retired as follows:  

o Only 26% of Landlords in Katorus have some form of employment, while 

most landlords (40%) are unemployed. Another quarter (26%) are retired.  

o In Orlando East 36% of landlords have some form of employment, while 27% 

are unemployed. Just over one third (34%) are retired.  

o In Cato Manor most landlords (42%) are unemployed, while 45% have some 

form of employment. Only 7% are retired. 

• Education levels are low (less than 20% having matric or more overall, with the 

exception of Cato Manor where education levels are slightly better). Formal Unit 

Landlords appear to be slightly better educated than the other types of Landlords. 

• In Katorus and Orlando East the mean age is between 46 and 54 years. In Cato Manor 

the mean age is between 30 and 41. 

• The majority of Township Landlords are female (between 50 and 75%). 

• While many Township Landlords in older areas (for example Katorus and Orlando 

East) started household landlordism for reasons of ‘ubuntu’ during the apartheid era, 

the prevailing motivation (in both older and newer areas) is now commercial.   

• For just under half of Township Landlords the income earned from their rental stock 

is their sole or main income. This is particularly the case in respect of Informal Unit 

Landlords and Tenant erected Landlords. 

Approximately half of Township Landlords use the income earned to supplement 

another income stream. This occurs particularly in respect of Formal Unit 

Landlords.  

In the most cases for all Township Landlords, the income from rental stock offers a 

critical augmentation to generally low incomes.  
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Figure 1 below outlines the total average incomes earned by landlords, along with the 

structure of this income (that is, whether it is a primary, secondary or tertiary source 

of income to the Landlord’s household).  It is noted that the total income is per 

Landlord and may include more than one unit. 

Figure 1: Level and Categorisation of Informal Rental 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

• Business experience is limited. Landlords in Cato Manor have more business experience 

and interest in operating as a business than the other areas: 
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Katorus (9%).  
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o Almost half of landlords in Cato Manor (48%) expressed interest in growing a 

Landlord business. Only 16% in Katorus and 18% in Orlando East expressed this 

interest.  

o For those Landlords who would like to grow their business areas of support included 

finance, landlord training and assistance with infrastructure.  

• In Katorus and Orlando East Township Landlords generally have not and do not want to 

expand their current landlord activities. Most have not added new rental units in the 

last five years and most do not want to expand in the future, but want to keep the current 

status quo. This trend is greatest in respect of Formal Unit Landlords. 

This is not the case in Cato Manor where more Landlords have added new rental units in 

the last 5 years and most do want to expand their current activities.  

Figure 2 below outlines the desires of the Township Landlords in the areas surveyed. 

Percentages in each block refer to proportion of all landlords. Multiple responses were 

possible from the third column, so figures will not add up to 100%. Figures are provided 

for three areas surveyed in the following order: Orlando East / Katorus / Cato Manor 

Figure 2: Desired Future Outcomes – Informal Rental Accommodation 
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From the above it is evident that in two of the three areas surveyed most Township Landlords do 

not want to expand but want to keep their business as it is. In one area (Cato Manor) 

approximately three quarters want to expand. The type of expansion envisaged is predominantly 

aimed at improving the quality of the existing stock, with a lesser focus on adding additional 

units. 

The major problems facing landlords wishing to build, expand or improve their current stock 

include:  

o Lack of Finance: The lack of access to financial resources for building / extending 

units. 

o Insufficient Space: Constraints on site size limit the ability of landlords to expand 

operations, especially in areas that currently have significant densities of rental 

stock. 

o Service / Infrastructure Constraints: Limitations on bulk and internal services 

and infrastructure capacity or availability limit further expansion. In addition, the 

costs of coupling additional dwellings to infrastructure networks can be prohibitive. 

 

Given the above it is evident that apart from owning property, Township Landlords are on 

average perhaps one of the most marginalised sectors of society: poor, aged women with 

minimal sources of regular income. Two types of Landlord are evident:  

• Subsistence Landlords: This comprises landlords in older areas who are pensioners who 

use the income to augment pensions. These Landlords generally do not want to expand 

but would like to continue to run their business as it is. Such Landlords often continue 

offering this service because they have the facility on their property i.e. ‘incidental 

landlordism’.  

• Entrepreneurial Landlords: This comprises (particularly in Cato Manor) younger 

people who are specifically pursuing landlordism as a means of earning primary income, 

or of augmenting existing incomes. They are interested in expanding primarily in respect 

of improving their existing stock but also in respect of developing new stock. 
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Potential financial facilitation mechanisms should take future income streams into account if 

the market is to be sustainable, as it is unlikely that Township Landlords could afford finance 

repayments without rental income streams.  Given the levels of business expertise and the 

findings of the International Research (see Resource Report 1) business support must also be 

provided when providing financial support. 

 

3.2  Operating procedures 

Table 2 below provides an overview of some aspects of operational procedures pertaining to 

Township Landlords by category. 

Table 2: Aspects of operational procedures 
 

Informal Unit Landlord  Tenant Erected Landlord Formal Unit Landlord Measure  
Khato-
rus  

Orlando 
East 

Cato 
Manor  

Khat-
orus  

Orlando 
East 

Cato 
Manor  

Khato-
rus  

Orlando 
East 

Cato 
Manor  

% who manages 
property 
themselves 

99 94 99 100 91 100 95 92 100 

% who have 
never increased 
rental  

72 76 86 93 59 0 65 68 100 

% who believe 
area is impt in 
determining 
rental amt 
 

71 55 77 58 48 100 67 42 86 

% who believe 
that the going rate 
is impt in 
determining 
rental amt 

77 64 69 73 59 67 74 60 71 

% who believe 
that the type of 
structure is imp 
in determining 
rental 

58 66 90 78 80 100 90 84 95 

% who have 
evicted a tenant  

19 21 9 10 20 0 18 23 11 

% that include 
service charges in 
rental  

100 94 88 88 97 100 99 95 83 

% that take a 
deposit 

18 30 22 8 14 0 13 11 18 

Mean monthly 
rental 

97 132 143 99 109 78 199 211 225 
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On the basis of the above Table and the more detailed Nurcha study (see Annexure A) Township 

Landlords generally operate as follows: 

• Management: The majority of Township Landlords manage the rental stock themselves. 

Most Landlords spend less than 4 hours per month on landlord duties.  

• Identifying tenants: Most Landlords found their tenants when the tenant came asking for 

accommodation (Katorus -  81%, Orlando East – 70%, Cato Manor -78%). Tenants 

coming to the Landlord and asking for a place to rent happen at a rate of 6-12 people per 

month (Katorus – 6 people, Orlando East – 6 people and Cato Manor 12 people) 

• Tenant selection: As with other private rental markets, normal factors influencing the 

ability to pay are taken into account by most Landlords.  These include income levels, 

stability of income, previous references and kinship arrangements (language, culture, 

etc). 

• Vacancy: Turnover of tenants varies depending on alternative accommodation options 

available, but vacancy is effectively zero. Average occupancy time is significant, 

indicating a stable demand base. Vacant units can be filled almost immediately due to 

high demand patterns. This makes it very much a ‘suppliers market’. 

• Tenants duties: Most Landlords in Cato Manor (69%) do not expect tenants to do any 

tasks. In Katorus and Orlando East tenants are mostly expected to sweep the yard (51% 

and 39% respectively) and to clean (29% and 31% respectively)  

• Notice Periods: In the areas surveyed, landlords were informally required to provide 

notice periods to tenants (30 to 60 days), while tenants were not expected to reciprocate.  

This is another indication of the ease at which landlords can secure new tenant 

• Deposits: Most Landlords do not take a deposit (generally 80%).  

• Payments: Rentals are mostly paid in cash directly to the Landlord, but can also take the 

form of, for instance, the purchase of electricity or payments in kind such as undertaking 

regular chores or preparing meals.   
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• Defaults Generally overall levels of default are low, although rescheduling of rentals is 

relatively common.  The ease of obtaining new tenants places a pressure on even low-

income households to make rental payments.   

• Eviction: Most Landlords in all 3 areas claimed to never have evicted a tenant before. In 

Katorus 15% evicted a tenant before, in Orlando East 21% and in Cato Manor 9%. Less 

than 1% of Landlords in all 3 areas reported that they had taken drastic action because 

tenants did not pay. 

• Service charges: The majority of landlords include the service charges in the rent and do 

not charge it separately (97% in Katorus, 96% in Orlando East and 87% in Cato Manor) 

• Maintenance: Very few landlords have done maintenance work to the backyard room in 

the last year (Less than 15% overall) 

• Rental levels: Current rentals charged vary significantly by area and according to the type 

of accommodation provided. Township Landlords take cognisance of many of the same 

fundamental issues in setting rents as more formal landlords, including the affordability of 

their target market, the nature of the product, access to services and location. Factors 

influencing rental levels include:  

o     Type and Form of Structure: Existing rentals vary according to the type, construction 

method (formal brick & mortar vs. informal temporary materials) construction and size 

of structure. On average, informal units generate approximately half of the rental that 

formal units do. Formal units are preferred by both landlords and tenants, but there is a 

significant grouping of tenants who would be unable to afford formal accommodation 

rentals. A clear hierarchy of rentals exist (from lowest rentals commanded to highest), 

as follows, but a clear preference exists for formal rooms: 

� Site space rental (on which tenant constructs dwelling) 

� Informal unit rental (tenant-built) 

� Informal rental unit (landlord built) 

� Formal rental unit. 
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o Nature & Quality of Services Offered: Whether the unit has access to water, 

electricity, toilets and showers. The nature of services offered, for instance access to 

hot water, showers instead of only taps, etc. 

o Location: As with other housing sub-markets, better location generally converts into 

relatively higher rentals. 

The survey indicated potential elasticity in rental levels. The market is price-sensitive market and 

rentals conform to ‘informal ceilings’ in many areas. Rentals charged seem to cluster around 

area-defined thresholds (such as R50, R100 and R150 per month).  

Products delivered in this market may find it difficult to bend these informal threshold 

levels, therefore affecting financial viability. 

• Rental Increases: Rental increases tend to be small, and in general do not seem to increase 

commensurate with inflation.  Many Landlords (over 60%) have never increased their 

rentals.  

• Levels of Investment and Returns on Investment: Levels of investment vary according 

to the type of accommodation, but are generally low (in comparison to formally constructed 

dwellings) due to the nature of the delivery systems used (small builders, recycled 

materials, not necessarily built according to NBR). 

• Currently, returns on investment are high.  Capital amortisation periods of between one and 

three years on average were recorded in the different areas, depending on the average 

amounts invested, types of accommodation constructed and the average rentals obtained.  

While rates of return are good, this must be seen in the light of relatively low construction 

costs, the often poor standard of accommodation provided, generally low levels of services 

and ablutions provided, and the fact that many Township Landlords do not have finance 

charges added to their amortisation costs as most build using cash, incrementally or through 

materials stockpiled over time.  

 Table 3 below summarises average reported costs per unit, rental levels and calculated 

returns on investment in Township rental accommodation. 
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Table  3: Rental levels and estimated rates of return 
 

CATO MANORORLANDO EKATHORUS

-

49%

74%-

51%

85%-

45%

85%
Proportions:
- Site Rent vs
Shack Rent (%)
- Shack Rent vs
Room Rent (% of 
room)

5.0
(239%)

6.8
(176%)

10.9
(110%)

13.3
(90%)

8.3
(144%)

9.9
(122%)

37.3
(32%)

25.9
(47%)

12.3
(98%)

10.3
(116%)

34.5 
(35%)

25.0
(48%)

Returns Actual:
- Multiple (y/x) - -
- Return (% pa)
Returns Estd:
-Multiple (y/x) –
-Return (% pa)

R133
R166

R273
R273

R103
R136

R204
R217

R80
R111

R178
R192

Rent (R/unit)
- Actual Rent
- Estd Rent

R668
R67

R1134
R113

R2977
R298

R3647
R364

R858
R85

R1340
R134

R7613
R760

R5526
R550

R983
R98

R1145
R115

R6150
R615

R4827
R480

Cost (R/unit)
- Actual Cost
- Avg Cost (R/m2)
-Estd Cost New
-Avg Cost (R/m2)

ShackRoomShackRoomShackRoom

CATO MANORORLANDO EKATHORUS

-

49%

74%-

51%

85%-

45%

85%
Proportions:
- Site Rent vs
Shack Rent (%)
- Shack Rent vs
Room Rent (% of 
room)

5.0
(239%)

6.8
(176%)

10.9
(110%)

13.3
(90%)

8.3
(144%)

9.9
(122%)

37.3
(32%)

25.9
(47%)

12.3
(98%)

10.3
(116%)

34.5 
(35%)

25.0
(48%)

Returns Actual:
- Multiple (y/x) - -
- Return (% pa)
Returns Estd:
-Multiple (y/x) –
-Return (% pa)

R133
R166

R273
R273

R103
R136

R204
R217

R80
R111

R178
R192

Rent (R/unit)
- Actual Rent
- Estd Rent

R668
R67

R1134
R113

R2977
R298

R3647
R364

R858
R85

R1340
R134

R7613
R760

R5526
R550

R983
R98

R1145
R115

R6150
R615

R4827
R480

Cost (R/unit)
- Actual Cost
- Avg Cost (R/m2)
-Estd Cost New
-Avg Cost (R/m2)

ShackRoomShackRoomShackRoom

 

As shown in the Table above, currently, the market generates good returns on investment in 

terms of both informal structures and formal structures for rent.  Returns on investment from one 

year (informal structures in certain areas) to three years (formal structures in certain areas) are not 

uncommon.  

On the basis of Table 3 above, it appears that sufficient margins exist to amortise reasonably 

priced loan finance over reasonable periods from the potential income streams generated from 

such rental units.  Clearly, this is dependent on a range of factors: 

• Access to and Cost of Finance: The ability to obtain reasonably priced finance 

• Approvals & Standards: The ability to obtain permission (if required) to construct 

accommodation that is generally lower specified than state-sanctioned minimum standard 

accommodation 
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• Construction Cost: The ability to construct good quality yard accommodation at 

reasonable prices per square meter (this includes the ability to offer occupants access to 

basic services, even if shared including water, sewerage and electricity) 

• Rental Thresholds: The ability to obtain rentals related to the real cost of provision of 

intermediate yard accommodation options, in order that finance charges (at least) can be 

amortised over a reasonable period. 

Given the above it is concluded that:  

• Management of the rental stock is undertaken by Landlords themselves but on an extremely 

limited basis. In general the rental activities are not undertaken on a business like basis. No 

deposits are taken. No maintenance of the stock occurs, investment levels are low and 

rental increases are extremely small. 

• Nevertheless due to high demand it is a suppliers market. Vacancies are minimal and there 

are ongoing requests for the stock.  

• Rental levels are based on the type and form of the structure, nature and quality of the 

services offered, location, as well as affordability of the market. The market is price 

sensitive and rentals conform to informal ceilings in many areas. Service charges are 

included in the rental.  

• Default levels are low and eviction occurs only rarely. 

• Rates of return on investment is high. Sufficient margins appear to exist to amortise 

reasonably priced loan finance over reasonable period from the potential income streams 

generated from such rental units. 

 

3.3  Housing stock being provided 

Table 4 below provides an overview of some aspects pertaining to the housing stock being 

provided by Township Landlords by category.  
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Table  4: Aspects pertaining to housing stock  
 

Informal Unit Landlord  Tenant Erected Landlord Formal Unit Landlord Measure  
Khato-
rus  

Orlando 
East 

Cato 
Manor  

Khat-
orus  

Orlando 
East 

Cato 
Manor  

Khato-
rus  

Orlando 
East 

Cato 
Manor  

% who own 
house 

98 96 99 100 91 100 99 91 91 

% who got 
house 
transferred 
from 
Council  

37 19 0 33 20 0 42 19 0 

% who 
inherited 
house 

36 79 4 53 67 17 19 56 3 

% Govt 
subsidised 
house 

20 0 89 5 1 68 2 1 86 

% bought 
from 
owner/deve
loper 

2 0 1 0 1 0 21 3 3 

% where 
tenants do 
not have 
access to 
hot water 
tap  

96 94 98 98 99 100 91 87 100 

% where 
tenants 
have access 
to a flush 
toilet 

96 96 82 95 98 100 97 91 89 

% where 
tenants do 
not have 
access to a 
basin  

94 100 94 100 98 100 85 89 94 

 

On the basis of the above Table and the more detailed Nurcha study (see Annexure A) key factors 

pertaining to the housing stock offered by Township Landlords are as follows: 

• Source of stock: In Katorus the majority of Landlords (57%) obtained a transferred 

Council house. In Orlando East most landlords (68%) have inherited their house. All the 

Landlords in Cato Manor have obtained their house through a government subsidy. Most 

rental units are landlord built in Katorus (72%) and Cato Manor (93%). In Orlando East 

only a third 32%) are landlord built while (56%) are tenant built. 
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• Type of stock: The type of stock comprises formal units, informal units, and rooms in the 

main house. The Nurcha research did not survey the quality to which these different types 

of housing occur in the areas selected.  Anecdotal evidence suggests that the quality of 

stock (particularly informal stock) is generally very poor and a health hazard to its 

occupants (see Resource Report 1). 

• No of units: In Katorus most Landlords have between 1 and 3 backyard units. In Orlando 

East most Landlords have between 3 and 6 backyard units. In Cato Manor most Landlords 

have 1 to 2 units per stand.  All Landlords indicated that the number of units on the stand is  

determined primarily by the amount of space available on the stand. Other factors include 

lack of finances and infrastructure constraints.  

• Size: Almost all the backyard units consist of 1 room only (Katorus 99%, Orlando East 

97% Cato Manor 98%) Less than 3% of units have more than 1 room. On average 1,9 

people live in a room. 

• Access to services: Access to services is generally poor: 

o Most units use electricity that is metered with the main house (44% Katorus, 38% 

Orlando East, 6% Cato Manor) or use an extension cord from the main house 

(Katorus 34%, Orland East 43% and Cato Manor 67%).  

o Most stands have at least 1 cold water tap on average on it, and tenants have access to 

it. Very few stand have hot water taps. Most stands have 1 flush toilet on the stand, to 

which tenants also have access, although most share with the main house or other 

Informal Rental dwellers. 

o Ceramic or fixed basins and baths are not very commonly found on the stand. 

Showers are not available in Katorus and Orlando East but in Cato manor there is a 

shower to which tenants also have access. The survey showed that the concepts of 

bathing and showering were generally not common (and not understood) by many 

informal renters. Access to water for bathing was generally well accepted. 

• Expansion: In Katorus most landlords (49%) do not have any space left on their stand to 

build. In Orlando East most landlords (43%) still have space to build 1 or 2 rooms on their 

stand. In Cato Manor 43% have space for additional units.  
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• Tenant satisfaction: Levels of satisfaction with the housing stock is high: 

o        The majority of the tenants are satisfied with the quality of the unit that they rent 

(Katorus 70%, Orlando East 78%, Cato Manor 61%) 

o        The majority of tenants are satisfied with access to services (Katorus 80, Orlando 

East 85% and Cato Manor 79%). 

Over three quarters of tenants however did indicate that they are willing to pay more for 

better quality accommodation. 

 

Given the above it is concluded that:  

• Landlords obtained their properties either through a transfer of a Council house, 

inheritance or receiving a housing through a government subsidy. 

• Most rental units are built by the Landlords, although in some cases the tenants built 

the unit. 

• The type of stock comprises formal units, informal units and rooms in the main house. 

Anecdotal evidence suggests that the quality of stock (particularly informal stock) is 

generally very poor and a health hazard to it occupants. 

• Most Landlords have between 1 and 6 units depending primary on the amount of space 

available on the stand. Other factors include access to finance and infrastructure. 

• Almost all the backyard units consist of 1 room occupied on average by 1,2 people. 

• Access to services is generally poor comprising electricity usually from the main house, 

access to a cold water tap and access to a shared flush toilet. Ceramic or fixed basins and 

baths and showers are rare. 

• Expansion is limited by the size of the stand and about half of Landlords do not have any 

space left. 

• Most Tenants are satisfied with the quality of the unit and access to services. 
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3.4 Access to financial products 

On the basis of the Focus Group discussions and the more detailed Nurcha study (see Annexure 

A) key finding pertaining to Township Landlords access to financial products are as follows: 

• Most landlords who built units used their own savings to finance it (Katorus 65%, 

Orlando East 61% Cato Manor 82%). Other forms of finance used included retrenchment 

packages, stockpiling and pension/life policies.  

• Less than 12% of all Township Landlords used a loan to build their unit.  Of those who 

did access a loan very few landlords (less than 8%) have outstanding construction debt on 

the loan. 

• Reasons for not accessing funding from financial institutions are:  

o Landlords do not qualify to get loans (unemployed, older age) 

o Landlords are not prepared to use the house as security 

o It takes a long time to repay loans 

• In the focus groups a number of respondents indicated that they were not prepared to use 

the house as security as the house could be reposed if they default on their payments, 

which are dependent on the tenants paying their rentals.  

 

3.5  Relationship between landlords and tenants 

On the basis of the more detailed Nurcha study (see Annexure A) key findings pertaining to the 

relationship between Township Landlords and their tenants are as follows: 

• Most landlords do not have a written agreement with their tenant. In Katorus 57% have a 

verbal agreement and 42% no agreement. In Orlando East 75% have a verbal agreement 

and 25% no agreement. In Cato Manor 47% have a verbal agreement and 51% no 

agreement. 

• For those Township Landlords who do have an agreement issues addressed in varying 

orders of priority include:  

o Respect 
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o Rules about loud noise 

o Duties  

• In Katorus Landlords reported that the most serious problem they have with respect to 

tenants are rental payments, services consumption and tenant duties. In Orlando East, the 

biggest problems relate to late payments, noise and lack of respect. In Cato Manor, most 

landlords complained about loud noise and lack of respect.  

• Most Landlords address problems with tenants themselves and not a third party (Katorus 

75%, Orlando East 65% and Cato Manor 47%). 

 

3.6  Regulatory and policy environment 

The Nurcha study did not directly survey issues pertaining to regulation and policy. Anecdotal 

evidence suggests that both formal and informal backyard units are not compliant with 

regulations (town planning schemes and building controls).  

However the study did reveal that some Township Landlords are complying with building 

regulations and that some enforcement is occurring:   

• The majority of Landlords in Katorus and Orlando East (respectively) who built 

permanent structures reported that they had used a plan (85% and 83%) and that a 

buildings inspector did visit the site while they were building (84% and 71%).  

• This was not so in Cato Manor where only 3% of Landlords indicated that this occurred.  

• The majority of landlords in all areas who had building plans indicated that the Council 

had approved the plans. All landlords who used a building plan reported that an 

architect/draftsperson drew the plans. In the Katorus and Orlando East advertisements for 

drawing building plans are prominently advertised in the community. 
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3.7  Profile of tenants 

Table 5 below provides an overview of some aspects pertaining to the Tenants living in the 

housing stock provided by the different categories of Township Landlords. 

Table 5: Aspects pertaining to tenants by Landlord category  
 

Informal Unit Landlord  Tenant Erected Landlord Formal Unit Landlord Measure  
Khato-
rus  

Orlando 
East 

Cato 
Manor  

Khat-
orus  

Orlando 
East 

Cato 
Manor  

Khat
o-rus  

Orlando 
East 

Cato 
Manor  

% male  57 50 52 60 52 33 58 55 46 
Age  35 36 30 36 37 39 34 34 29 
% matric or 
above 

22 25 30 23 18 33 40 44 60 

% who 
believe it will 
be difficult to 
find another 
room 

84 81 86 85 64 83 60 68 89 

% who chose 
accommodati
on as they 
have no other 
option 

23 25 12 20 5 33 20 14 3 

% who paid a 
deposit 

21 20 20 11 14 0 12 14 6 

% that have 
been 
evicted 

10 19 7 15 12 17 7 10 9 

% who found 
unit by 
walking the 
area 

62 64 64 73 64 67 51 41 59 

% who found 
unit through 
a friend/ 
family 

36 34 32 25 33 33 46 53 33 

% who say 
landlord is 
responsible 
for repairs to 
the unit 

64 30 89 35 11 17 83 59 80 

% where 
landlord has 
set house 
rules 

54 74 46 60 75 17 48 74 34 

% who 
expect 
maintenance 
and paying 
services on 
time from 
landlord 

78 59 72 83 65 100 65 66 70 
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Informal Unit Landlord  Tenant Erected Landlord Formal Unit Landlord Measure  
Khato-
rus  

Orlando 
East 

Cato 
Manor  

Khat-
orus  

Orlando 
East 

Cato 
Manor  

Khat
o-rus  

Orlando 
East 

Cato 
Manor  

% satisfied 
with 
relationship 
with 
landlord 

93 86 95 
 
 
 
 

93 91 84 92 94 92 

% satisfied 
with 
relationship 
with other 
tenant  

88 91 83 92 93 83 85 93 83 

% satisfied 
with quality 
of unit  

64 68 58 58 78 84 77 84 75 

% satisfied 
with quality 
of services  

78 91 74 75 82 100 89 87 80 

% prepared 
to pay more 
for better 
quality 
accommodati
on  

76 89 94 75 81 83 64 84 91 

 

On the basis of the above Table and the more detailed Nurcha study (see Annexure A) key factors 

pertaining to the housing stock offered by Township Landlords are as follows: 

• Profile:  

o Most tenants are male (Katorus 60%, Orlando East 56% and Cato Manor 50%) 

o Tenants are younger than landlords with the majority being younger than 40 years 

of age.  

o Overall tenants are better qualified than Landlords with the majority having a 

secondary school qualification and more than a quarter have matric at minimum.  

o Approximately a third of all tenants are single person households. Another third 

are approximately 2 person households. 

o The majority of tenants are employed full time (Katorus 36%, Orlando East 50% 

and Cato Manor 34%)  

o Incomes are low with approximately three-quarters earning incomes below R1 500 

per month. 
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o Tenants have been living in backyard dwellings for an average of 6,2 years in 

Katorus, 8 years in Orlando East and 4 years in Cato Manor. Cato Manor was only 

developed in the early 1990’s.  

 

• Reason for renting :  

o Most tenants reported that they are renting backyard accommodation because they 

do not have a house elsewhere (Katorus 86%, Orlando East 81% and Cato Manor 

100%) 

o Just under half of tenants are renting is because they cannot afford to buy (Katorus 

47%, Orlando East 43% and Cato Manor 49%) 

o Approximately one quarter of tenants (Katorus 16%, Orlando East 21% and Cato 

Manor 27%) consider their current accommodation to be short term. Another 

quarter plan to live in a backyard dwelling forever (Katorus 24% Orlando East 

24%) 

 

• Finding accommodation:  

o The majority of tenants considered it very difficult to find other backyard 

accommodation. (Katorus 77%, 70% Orlando East, 86% Cato Manor) 

o Most tenants found the unit by asking from house to house (Katorus 61%, Orlando 

East 56% and Cato Manor 64% 

• Problems with accommodation : Problems with the unit for most tenants are leaking 

roof and the unit is too small  

 

Given the above it is concluded that generally:  

• Tenants living in Township rental stock are predominantly male, younger, more 

economically stable (regular incomes) and have higher income households than landlords, 
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which augurs well for the stability of rental collections. This is mainly due to the selection 

process applied by Landlords in identifying suitable tenants.  

• Most tenants are renting backyard accommodation because they do not have a house 

elsewhere. Approximately one quarter consider their stay in this kind of accommodation 

to be short term. 

• Approximately half of tenants aspire to rented or owned formal housing, but realize that 

informal rental meets their needs at a place in time. However, one quarter of tenants in 

Katorus and Orlando East believe they will stay in backyard accommodation ‘forever’.  

Between 55% and 65% of tenants state a preference for a ‘house in this township’. 

• Most tenants have been living in Township accommodation for significant periods of time 

(between 4 to 6 years). Most believe it will be very difficult to find other accommodation 

if they left their current accommodation.  As a result, the market is generally stable. 

 

3.8 Geographic differences 

Incidence of backyard accommodation varies across townships, and between cities. Factors 

contributing to this are diverse and include:  

• Location: Township rental generally occurs only in specific geographic areas. This is 

generally related to good location as renters are looking for amenity with respect to city-

wide accessibility.  

• Site layout: Physical township layouts can encourage or inhibit informal rental. Adequate 

yard space, access to external services and street access all encourage informal rental 

growth. 

• Access to services: A critical aspect of informal rental is access to basic services: almost 

all informal renters (in formal townships) have access to toilets, water and electricity, 

whether legal or illegal in nature. 

• Planning / local government influence: Local government facilitation or control 

encourage or inhibit the market. This includes planning laws (subsequent dwelling unit 
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policies, densities, etc), need for formal planning approval and building control 

procedures. 

• Social Acceptance / Critical Mass: Even in areas apparently conducive to informal 

rental, it may not develop. There seems to be a social factor that allows or inhibits the 

growth of this market in specific areas. 

It is important to understand these factors in order that any facilitative intervention is not working 

contrary to normal Informal Rental ‘market forces’ 

 

Within the study areas of the Nurcha research (which were selected because of their incidence of 

informal rental - existing informal rental markets in operation), the average number of backyard 

rental units (on stands with backyard rental units) varies from area to area: 

• Orlando East: average of 4.9 units per stand (range: 1 to 18), 98% prevalence 

• Katorus:  average of 3.3 units per stand (range: 1 to 12, approx 70 % prevalence 

• Cato Manor:  2.5 units per stand (range: 1 to 9), 14% prevalence 

This indicates the situational differences that exist due to different supply and demand-side 

influencers on the market. Also, indications are that where some level of local government 

control has previously been exercised, densities are lower (such is the case for Katorus). 
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4  Conclusion 

The following overall conclusions are noted as detailed in the Nurcha research focusing on 

factors that need to be addressed in respect of Township Landlords:  

• Acceptance of the Role of Informal Rental: This sector provides an effective and 

affordable way for poor households to access shelter. Negative regulation of this market 

should not be an option. Emphasis should be on making this sub-market more effective as 

a source of temporary accommodation3 . 

• Increased Scale of Delivery and quality of existing stock: Interventions should increase 

the amount of stock available, as well as improve the quality of the existing 

accommodation. 

• Recognition of Scope & Limits: Interventions should take cognisance of the diversity of 

needs catered for by this sub-sector, as well as the limitations of affordability of many 

households in this sub-sector. 

• Improvement to Basic Health & Safety: Interventions should aim to deliver products 

that meets minimum health and safety norms (but not necessarily currently regulated 

minimum standards), and better the current standards in informal rental markets. 

 

With respect to financing for Township Landlords the following is recommended:  

• Credit Availability: Packaged financial products should be developed that assist 

occupants to develop new or improve the quality of existing stock. 

 

                                                 
3 Oelofse (1998:17)” this…is likely to be controversial, in that it amounts to accepting that many poor 
households will be accommodated in housing of inferior quality…in response [to this] policy must provide 
people with real choices that relate directly to their needs, aspirations and preferences….this would imply 
that policy or regulation for the sector should aim at promoting informal rental rather than on restricting it, 
enabling people to access rental units and facilitating their construction. At the same time, government 
must commit itself to providing affordable and accessible alternatives to informal rental, so that when they 
choose to do so, poor tenants may move up the housing ladder into better housing.” 
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• Credit Facilitation: Future credit schemes aimed at this market should consider the 

following favourable factors:  

o This could be considered housing lending, business lending or consumable 

(unsecured) lending4 . 

o Borrowers own identified property and as a result a clear domicilium (that may or 

may not be used as security) 

o Loans will add to borrowers’ property asset base. 

o Investment in informal rental products should be directly linked to almost 

guaranteed income streams (albeit low) from rentals. 

o Focus should be on areas with a high potential for informal rental market success 

should. 

• Credit Interventions5 : Possible credit interventions that could be considered include: 

o Mortgage finance (first mortgage bonds registered over the value of the underlying 

property, applied to the development of income-producing informal rental units) 

o Business loans (calculated according to the potential income stream from informal 

rental. 

o Typical small loans (unsecured small loans from conventional alternative lenders) 

• Guarantees: Guarantees could play a role in channelling finance into this market, if such 

credit was granted via intermediaries. However, it is more probable that individual 

(unsecured) loans would service this market. The need for guarantees should be a last 

resort due to the costs they add to finance. 

• Building Materials: Better access to building materials is a much-discussed intervention 

in this market. This could be achieved through supply depots or co-operatives (Van Der 

Schyff et al 1996 in Oelofse 1998:23). 

                                                 
4 Consideration must be given to other entrepreneurial development initiatives in South Africa, such as 
(ex-) Khula Enterprise Finance, Ntsika, the IDC, etc. 
5 SMM / MNA (2002:35) state that “…the type of finance available is not designed for the sector, and is 
often unsuited to its needs. This often results in a lack of funds.” 
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• Potential Finance Product Requirements: The foregoing indicates the following potential 

financial product needs of landlords (these could be provided for through a single 

product, but the use of the product will differ): 

o Primary Loans: To be used for the development of new units by existing or new 

landlords 

o Conversion Loans: To be used for converting existing units to better quality 

(formally constructed) structures. 

o Facilities Loans: To be used for upgrading services and ablutions serving new or 

existing units. 

o Primary Dwelling Upgrade: The opportunity also exists to couple loans to primary 

dwelling upgrade loans.  
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