Seminar-Debate Social Housing South Africa

June 12, 2007; Aedes, Hilversum; The Netherlands

At 13.30 hours p.m., Mr. Mark van der Hiel (Aedes) opens the debate on social housing and welcomes the South African delegation. The delegation is visiting the Netherlands for the annual review of the MOU (Memorandum of Understanding) between South Africa (SA) and the Netherlands (NL). Dutch parties for the MOU are: VROM, VNG and Aedes. The debate on social housing will focus on the situation in SA and especially on the Financial Structuring Services for Social Housing Institutions. 

Chairman of the debate Mr. Mario Damen (managing partner Van Nimwegen) then introduces the programme for the afternoon and the SA speakers. The first speaker is Joseph Leshabane, Deputy Director General of the National Department of Social Housing (NdoH) in SA. He will give a paper on the broader context of social housing in SA. The next speaker is Mrs. Odette Crofton; her subject will be Social and Rental Housing. After the break, Mr. Paul Jackson of the Trust Urban  Housing Finance (TUHF) will talk about the financial restructuring and last year’s reports and debate about dealing with the subjects and solutions in SA. After all presentations, there will be time for questions to clarify the presentation. All other questions should be reserved for the final debate.

Presentation of Mr. Joseph Leshabane, Deputy Director General of the Department of Housing in SA on:

South African Housing Perspective: Breaking New Ground in Housing Delivery

Mr. Leshabane starts his presentation by giving an outline of the general context and specifically the housing dynamics in SA. Current human settlement conditions are dominated by informal settlement growth, an unbalanced property market and constraints on the delivery capacity of houses. A 30% increase in household numbers, rapid urbanisation and migration of poor, unemployed people to the cities, increasing social and geographical disparities make people feel desperate about their housing situation. By accelerating the housing delivery as a poverty alleviation strategy, the primary goal of the Comprehensive Plan (BNG) is the creation of sustainable human settlements. Intervention areas of the Comprehensive Plan are: Financial Services Market, Incremental Housing, Rural Housing and Social/Rental Housing. The SA goverment’s housing priority entailing the upscale of delivery of affordable rental housing stock and accelerated delivery of housing and the development of Sustainable Human Settlements. The delivery rate must be accelerated from 250,000 units p.a. to over 500,000 units p.a., of which 30% must be rental housing stock. To achieve this, many partners must be mobilised, new and sustainable financing solutions must be found and the management capability of Social Housing Institutions must be improved.

Chairman Damen thanks mr. Leshabane and asks what involvement he would like to get from the Dutch partners. Mr. Leshabane expresses his appreciation on the long standing cooperation between SA and NL and all assistance offered. Yet he feels that it should be structured well, so SA can meet the challenges at hand.

Bert Ettekoven, representing the city of Delft, then asks what the percentage of RDP houses is of the 250.000 houses built p.a.. Mr. Leshabane answers that the 250,000 houses is what SA calls RDP, subsidised housing. Yet more rental stock is needed to tackle the urgent housing problem. All of what he mentioned in his presentation is integrated development. Only through integrated development plans SA will be able to achieve Sustainable Human Settlements. Therefore the emphasis is on planning and capacity to do so.

Hans van Breughel of ALSA then asks if there is a link between the new subsidy schemes and the high growth areas. Someone else adds that he understands there is a new subsidy for restructuring zones and asks if the government is able to have the restructuring zones in the growing areas. Mr. Leshabane: Absolutely, that´s where you´ll find the restructuring zones. Therefore the restructuring grant will be directed to those areas.

Lucas Daan of Cocon asks if mr. Leshabane can give him a price tag on the houses. How much should they cost to build and what rent would people be able to afford. Mr. Leshabane refers to the next presentation to answer this question.

Presentation of Mrs. Odette Crofton on:

Social Housing Programme  

Mrs. Crofton outlined the situation of the SA Social Housing Programme in more detail and gave an explanation of the proposed rental strategy that provides access for lower and indigent income groups. Related to the main initiative - the Social Housing Programme – is the Community Residential Programme to bring social housing on par to the Private Rental Housing Programme. The Social Housing Programme is a targeted and focussed programme with defined restructuring objectives. According to mrs. Crofton it took a lot of debate to reach a better and shorter definition to target and focus the programme and to introduce designated restructuring zones. The provisional zones defined include thirteen municipalities in all six metros of SA with metro and provincial representation. The National Spatial Development Framework helped choose which towns were fit to kickstart this programme. Apart from the NDoH, provinces and municipalities and the National Housing Finance Corporation (NHFC), several delivery agents like accredited SHIs, the private sector and PPPs are the critical elements for developing, managing and tenance. 

Grants for social housing are what the policy makers call ´the meat and potatoes´ of the programme. The only grants available at the moment are the Restructuring Capital Grant (R60,400-R77,600) and the Top-up from the provinces. As projects move, there will be more access to funding. The Financial model for Social Housing helps SHIs to realise the capital project and to meet the criteria of the programme. The main indicator at the moment is the Project IRR pre-tax, post-grant. The other listed indicators are what private sector funders require from the projects for overall feasibility. Mrs. Crofton then goes on to explain the whole project cycle to achieve the grant and start constructing and the implementation of the building programme. The SH Bill has not been passed yet in parliament, so currently interim arrangements are made before the SH Regulatory Authority can be formally established. Yet the Interim Programme is useful to test and refine the programme´s guidelines and to build efficiency. Mrs. Crofton concludes her presentation by looking at the lessons learned and the experiences of the SHIs and the projects.

Chairman Mario Damen thanks mrs. Crofton on her presentation and asks if anybody would like to question mrs. Crofton.

Emil Wegelin asks her about the specification of the regulator. Will it also be in the business of dispensing grants or will that be a separate function?

Mrs. Crofton: A monitoring and evaluation framework on the regulators specifications of has been tested on a monthly basis with the SHIs on certain performance indicators and ratios about the institution and their projects. That´s worked very well. Out of nineteen clients, ten have been providing us consistently with eight months of data from which we can actually draw benchmarks. This shows it can work and it´s probably something the regulator would take up as its base line. We don´t want overkill, before we´ll even start., So we´ll start from what we have and then grow as the sector grows. Second element on the capacity building and actual role of the regulator. The way it´s proposed at the moment, the regulator will disburse capacity building roles, not the capital grants. They should be either going through the provinces and from the National Department directly. In the publishing of the SH Bill, a number of questions came forward if the regulator should also be putting out and creating the capacity building role. Currently it indicates both roles but we don´t have a definite answer yet. But it was raised in the public comment. Also the powers of the regulator were looked at, in the extent to which you will need a heavy regulator as opposed to a light regulator. Again, the department is still formulating a position on that issue which will go into the parliamentary process. 

Kees Elgershuizen, Vestia, wants to make a remark on the involvement of the private sector and the management of the rental stock. About the rent setting: talking about cross subsidisation, if you really want to target the lower income groups, then there must be quite a difference in the rent setting. The difference between the high and the low rental being too big, so if you want to solve your problem by cross subsidisation I don´t see another easy solution. So how much is the variety in the rental levels for affordable housing compared to normal rental housing?

Mrs. Crofton: Paul will go into that. For the subsidy group, we´re expecting the income to be 3,500 to 1,500. Essentially the rental should be around 30% of that income group and it´s a monthly income that I´m referring to. The middle income group would go all the way op to 7,500 rand a month and there the policy did define a maximum of 2,500 rand a month as rental, which is quite a significant rental for that upper income group. Those are the parameters. In reality in the projects, they take the average between 1,5 and 3,5 and that´s the lower rent. And they take the average in the top, and that´s the upper rent. Again, they´re not really thinking about having a rent of 700 rand and 2,400 rand. It´ll give the income you need. That´s partly the challenge that Paul´s going talk about: where this gap comes in. From a management point of view, it´s quite a challenge to manage that kind of arrangement.

Short coffee break till 14.55 hours.

Chairman Mario Damen introduces Mr. Paul Jackson and announces that all present will receive the presentation sheets.

Presentation of Mr. Paul Jackson of the Trust of Urban Housing Finance (TUHF)on:

Financial Structuring for Social Housing in South Africa

TUHF is a small mortgage financing company for the private and social housing sector in SA. In 2003, TUHF financed nearly 10,000 units already. The Support Programme for Social Housing (SPSH) was jointly financed by the SA government and the European Union. The three integrated components are the Grant Programme, the Technical Assistance Programme and the Bridging Finance Programme. The Financial Structuring Study was part of the Technical Assistance Programme with additional support of DIGH by FWAW. SPSH was a successful programme and has created a platform for accelerated project development. Main point in the background of the Financial Structuring Project is that there are problems with delivery of housing stock by the SHIs. 

Focus of this presentation is on in city housing products, usually in the form of three to four story walk ups of standard one to two bedrooms. The financial study concludes that TUHF wants to partake in the interim pilot programme. 

Jackson defines the three requirements for the Financial Structuring Projects presented in the sheets and then clarifies the project approach. SA doesn´t have the enormous public sector investments in housing and has very small institutions with limited capacity to take on new projects, particularly who have cash flow problems. So SA needs a lot more public sector investment. 

In the SPSH, TUHF developed five project indicators: return on equity, debt service cover ratio, insolvency ratio, building yield and cost income ratio. Against those five TUHF measures everything and does not use IRRs. Jackson then explains the Key Performance Indicators of the SHIs (red is bad, orange not great and white is good) to present the Key Points from the 2006 Analysis on the existing projects and new projects. 

Both the new and current programmes (of the ten analysed projects) fail to meet what TUHF needs as an investment. There is a large degree of agreement in the Social Housing sector on the standards for new build and refurbishment, but refurbishing does not add stock, the SPHP does. After explaining rental and operating costs, Jackson explains the funding structure where development costs are funded from subsidy, equity and loans. He stresses the point that funding has to be largely cash flow neutral. He then illustrates the financing gap and how to fund it, to move on to the Social Housing Funding Requirements and possible financing mechanisms for closing the funding gap by loan structuring and investment protection. 

To reach the conclusion that Social Housing is well placed to achieve National Policy Integration Goals. Trough the support of the EU, an increased number of SHIs have gained the capacity to deliver and have a financial future. A fund of approx. EU 50,0 million would greatly enhance capacity to deliver through an equity finance, a mezzanine finance and a bridging finance mechanism to unlock the quick decisions that have to be made. The Dutch experience is very interesting and relevant. The guarantee mechanism is another way of improving or decreasing the returns. Jackson further stipulates the importance of financial and operational regulation.

Chairman Mario Damen thanks mr. Jackson for his presentation and his short financial lesson. Commenting that it looks very much like the Dutch system called dynamic cost price. Damen then says the main point of the presentation that there is a gap, because there is a shortage of cash flow and therefore solutions are necessary. 

Question: is there any way I can change your policy to look also at the vicinity of towns? By lowering the unit price substantially?

Jackson: one of our national sports is rugby. If you can´t deal with the ball, you pass it. 

Damen: why does the NDoH focus so much on restructuring zones and inner city building and not building in the vicinity of cities?

Joseph Leshabane (JL): the evolution of the policy was in recognition of the fact that there are many social housing initiatives that were going down the tubes. Those projects will never be sustainable. They are not in response to a known demand. The market in those areas does not support that. To optimise the results, the view was to focus on a few areas where we know for sure that demand is there, but also it achieves other goals, such as urban integration, inner city revitalisation. Unlike your cities, our cities are dead at night. We all go there to work in the day, after that we all run away. It was a lost opportunity to create liveable cities. That was the goal. At this point in time, the focus is to deliver in those restructuring zones. Only then can we talk about whether or not we´ll look at other areas. We want to control a predictable environment where government support will be targeted. Our support will be directed in those areas. That policy door is closed until we deliver sufficient numbers. Then we can have a different discussion.

Question: is the area between the airport of Capetown and Capetown City a city? Or is that a rural area?

JL: when Paul referred in city dwellings, he was referring to the funding or loans that TUHF provides for the private rental housing establishments. The study was looking at the financial reality of social housing as it is.

Emil Wegelin: I´m intruiged by Paul´s last two points: the guarantee. Your Treasury didn´t like it in 2003-04. Is there any reason to believe that they would change their mind now?

PJ: we have an enormously disciplined macro economic policy in SA. We talked of the chance of convincing the minister of Finance to change his opinion on guarantee. To come to the conclusion that it was the same as a few years ago, which was probably close to zero. The bottom line is the guarantee doesn´t have to be only government. The guarantee mechanism here is not to replace the above by a guarantee mechanism, but to use that mechanism to decrease the return to the syndicated finance structure. You could go to a situation where the guarantee is in place, worth a lot but hardly able to be called on. our experience in housing guarantees in Sa has been particularly bad. The reason is that, because the guarantees have always been exposed to cost more than the premium you can get on the interest rate. So you could get a government backed guarantee, but the Treasury didn´t like it then and I don´t think they like it now. But it doesn´t have to be government backed necessarily. Hopefully, partially it could be a first loss kind of situation where you could .. but you could look substantially at decreasing the overall cost.

Damen: gap finance is an interesting  subject, so let´s ask the NDoH.

O. Crofton: Paul has reflected the view correctly and I refer to the discussion at WSW where we explored guarantees. The reality is that we have about three or four guarantee programmes that we probably need to negotiate with to give us better conditions. If we take this equity fund plus those guarantees and then go to Treasury telling them that we´ve got four levels to cover us, you´re number five, we´ll probably have a better negotiating position. It´s currently still in the debate stage. We have a strong delegation and we´re getting the right input in this week to crystallise our thinking. We know the target now, that is to grow the sector and to stabilise it. That´s what we´re working towards collectively. That´s what we are asking our partners, funders and donors. All of the role players. There is quite a bit of focus on what we are looking for and then we can take it from there.

Damen: We are discussing the solutions now. 

Question: I need a following report: a partial financial analysis. The building of social houses is part of building a city. I need another report n which you have made a project analysis. What is the project: social houses or greater houses. You have a complete mixed programme and you can calculate what the cross subsidising is. Then you don´t have the necessity of equity findings mechanism. 

Damen: We´re looking at rental projects, with affordable housing at both sides. With a percentage of affordable housing for people with a real low income and people with low to medium income. But we´re still talking about rental housing. The question is: one should look to a combined project with also other forms of ownership. 

PJ: That´s been done and at the basis of the study. Each one of these is a fairly detailed analysis of exactly what you´re talking about. The debate of course is that in order to achieve these results you have a situation where people are financing at the periferal. They´re putting as many 2,400 rand per unit per month and as many as 750 rand per month to maximise the cross subsidisation. In SA there are four levels of subsidisation: the institutional subsidy before the capita restructuring grant. Then from local government you can get land quite cheaply. That is also a form of subsidisation. You can talk to your donor partners. Then you can have cross subsidisation. Usually cross subsidisation is more than the rest put together if you structure it right. The problem is you push SHIs continually upmarket. The proportion of real affordable rentals is decreased all the time. There is no problem to get a social mixed income, mixed use. Getting back to one of the previous comments: the importance of in city housing development are the spatial economic and social integration effects. We underestimate the effect of local economic development of a well thought out housing policy, mixed income, mixed use. That new urbanism kind of approach. In the national policy, social housing is particularly well placed to give content to that. 

Damen: focus on the restructuring zones: What kind of involvement can our Dutch partners have in these? What is needed from the SA point of view for the SHI´s? 

OC: The involvement from the Dutch side in SA is coming on the one hand through the public sector and secondly to the SHIs and the agencies that support them. In terms of the public sector support we´re expecting, the local authorities are struggling with the planning and accommodating the restructuring zones. And aligning planning so that the land in the restructuring zones is identified, available and accessable for the SHI´s to acces projects. In NL the local authorities actually sign performance agreements with the housing institutions. We picked up that instrument for SA municipalities to use as well. To either partner or sign some sort of performance agreement with the SHI, defining the target up front. The SHI and the municipality act in terms of that agreement. That the public sector realm and there´s a lot of detail behind it. Our Dutch partners have experience in the planning, facilitation and performance agreements. Paul´s study shows quite clearly that there is a problem on the side of the SHIs with packaging projects and technical expertise to actually get the projects to meet the viability criteria. That´s where the SHIs really need assistance in a coordinated fashion to take the conceptual project through to an actual ready project that can be funded and that meets all the criteria. The energy and the effort of the housing institutions should go towards getting projects off the ground and packaging those projects. On the public side, we are only in the process of initiating the establishment of the regulator. We´re going to ask out Dutch partners for assistance on that, especially on setting up parts of our regulatory programme. That´s another area of assistance more at the national level. The third area would be around the financial issues: the gap fund. There are a number of initiatives, a number of Dutch partners coming individually and directly to housing institutions. Instead of negotiating with each of these institutions, let´s pull the money into this fund and release it into the sector sector and it actually becomes more viable plus it does what government wants: which is drawing our own private sector to funds in the social housing sector. The proposal around the equity fund actually gives you an opportunity to pull the money. It´s costless, it´s protected and it can target and focus where we need it to focus. So these are the three areas we´re looking at for support from our partners.

Kees Eelgershuizen, Vestia: neo-colonialism gives me the creeps. I´ve been involved for ten years in the struggling social housing sector in SA. I can understand the problems and also understand that, based on international experience you say that for decades and still decades after 2007 the government must be there in order to let the social housing sector grow. Despite the fact that I understand that politicians want numbers on social housing now,  I think there is definitely a market. But it is very difficult with all the problems, but these are not new. You come here every year and looking at the input from Dutch side, from both sides we can´t be too proud of all the successes. We´ve done our best, but we have failed many times. Maybe if there would be some pressure on the Dutch government to say: what have you allowed in the past ten years, what were the results and looking at the problems: cashflow is a problem. If we would combine forces in NL and say: if the Dutch would allow housing institutions with no cashflow problems and stay far from politics and wants to set the example not to build an empire of Dutch housing associations in SA but just to give that example, well managed, without cashflow problems. Is this something that gives you the creeps?  From the Dutch side it is not allowed to have a satellite of a Dutch housing association abroad. If that would have been allowed ten years ago, it could have been proved now that social housing can work if in the meantime a lot of South Africans would have been capacitated and that the Dutch would have invested that portion of money.

Damen: actually what you are saying is that the SA delegation should bring up that discussion when they speak to the department of Housing in NL? No representative of that department is here to answer that question. 

Eric Beijer, DIGH: Paul and you sketched solutions in terms of being a part of playing a role at least in the implementation of this gap fund. Even when the Dutch housing associations did start ten years ago, I don´t believe that all initiatives were very successful, in spite of the support we gave. The winners in SA are the SHIs erected without any support of the Dutch. We would better focus on the winners. These are quite large housing associations which did prove already that they can handle the job. There are only three or four of them and on these we should focus. That is a combined effort in terms of capacity building in certain areas, financing the 30 million rand as a part of the gap fun and other support you´re asking for. After ten years of trial and error, it is necessary to focus, also on the Dutch side. And focus on the areas you ask for. We can´t change history, and let´s go forward with focusing on the aspects you´re asking for and we´re willing to see if we can raise the 30 million rand per year. Of course for the implementation of the fun itself is necessary before that. That´s part of your responsibility and that has to be done first and then we will participate in that.

Damen: we would like housing associations to put their knowledge together and bring it to us in a more combined way  than is now the case. Perhaps I should ask Mark what is done in NL to coordinate the involvement of Dutch housing associations in supporting SA social housing.

Mark van de Hiel, Aedes: Because of the MOU we try to concentrate on the restructuring zones. That´s one of the first issues to make it clear that the initiatives in NL are concentrated on these areas. The second task is to concentrate on the key issues and deliverers in SA. We are a member based organisation and many members have their own playing field. We can´t forget that. We can try to coordinate in the way we discuss it, but we are not in the position to force them. Second discussion for us is: what are the best counterparts to use in these efforts. What counterparts on what level do we need to get it on a higher standard. There is a huge gap between what is asked and what we can deliver. We should realise that as well. So we don´t stop getting involved, trying to do our utmost and better than we did all the years before. We need the help of our members, that´s one of the reasons we had the discussion this afternoon to try to find solutions for these demands.

Damen: the budget is for subsidies for 3,000 units? SA would like to gear up from 250,000 to 500,000 units a year. What would you like to be the contribution of social rental housing in SA?

JL: this slide should be understood in its wider context. When this medium term expenditure framework was developed, it was in the current context where the social housing contributes 3,000, 2,000 units and so on. There is a clearly defined goal: if we are to upscale delivery the number of things that need to happen. One of these is that we need to put forward a plan that gives the realities if we want to upscale delivery of rental stock. The experiences of the last ten years or so all come to bear in that plan. Secondly, we have to say: what will it cost us and the government to upscale. By 2014 we should be spending, we need to have spent 140 billion rands to meet the housing demand. Now we don´t have that money in the budget. Interesting and sensitive discussion will have to be entered within government. Across the country with various partners that if we are to upscale to achieve that goal, what government and the private sector and individuals can put in. Once the plan and the roles of the various players is clear, it will all change. But the goal is set. We have to work backwards to look what we need now to achieve that. On Eriks earlier comment: before we all run up chasing the winners, we perhaps also need to look at the initiatives we are involved in. And begin asking very uncomfortable questions, because our relationship goes back a long way. There is a lot of warmth, but we have to ask very serious questions about results. Our relationship is nice to have, we visit each other, drink wine and beer. But why are we having this relationship? What is the result we want to achieve? We have to shift the focus of our relationship so that it is responding to the result that we want to achieve. That is a very important consideration. 

Damen: thank you for challenging us all to deliver and to perform and show a track record next year what our contribution was and what we achieved. 

Brian Moholo: I want to comment on supporting the winners. One significant change in the policy was the realisation that to prop up institutions might not be the best thing to do. The best is to look at viable projects, package them and make sure that they are implemented and successful. In the process you could build the institutions. Your contribution would be where you are involved, where you are working and what develops out of the working experience. That is a significant shift in the policy. It does still recognise that there are winners, good institutions. But they will remain so if they continue to be involved in successful and viable projects. You have to continue the relationships that exist, but also recognise the fact that it would be more about the units on the ….?? And where your technical expertise would be needed. 

Hans Buis, VNG International: Odette mentioned combined forces, the public side and the side of the SHIs. Maybe we have to combine the two of them much more, being two sides of the same medal. We have capacitated the projects and the SHIs, but forgot about the capacitation of the local government, there will be a problem for the SHIs. The same goes if you capacitate local government but there is no viable and deliverable SHI, there will be no houses at all. We should think more about combination and combined forces. You listed thirteen cities. In my opinion it should be much more concrete to the projects within the cities and it´s up to you and the three other parties from SA to determine which one should be supported in the most effective way by the Dutch side. Then it is easier for us to answer your questions.We have to zoom in much more and see where the houses really are and what should be done. Then we can answer if we can provide what you need.

Damen: so more focus on the restructuring zones themselves and see what´s needed. 

??: here in the room there is a call for consolidation of the Dutch response. I would like to support that call. After ten years it makes sense to try to go for a more consolidated response and I would encourage Aedes to play that role. I also believe that in our own new political reality there is an opportunity. Let me talk about the other ministry: Development Corporation (DC). Two new things will emerge pretty clearly: the minister of DC has taken the policy decision in principal to work seriously with other departments in our government. Including the ministry of Housing. The shutters are up, so there is an opportunity for linking. The second new point: the new minister clearly recognises the issue of urban poverty and its reduction, including through housing mechanism. Again that´s an opportunity that will only be captured if the sector can be consolidated in a similar way as the municipal sector. The mechanism I´m thinking of is: if intermunicipal corporation can be rewarded through a system of matching grants, is there any reason to believe why we could not do that through a similar mechanism in the social housing sector? A SHI in NL that collaborates with a SHI in SA or contributes to support the fund could perhaps deserve a matching contribution that can perhaps been worked out between our two national ministries if the sector is strong enough. 

Damen: Paul presented some solutions: the guarantee scheme was an important one. Questions about the solutions?

Harry Platte, Ymere: Paul, have you any idea if we arrange the gap financing, how many projects in the pipeline are ready to go then? Second: the ambition is huge and I am happy with the call for arrangements. If you see the SA sector with about 20 institutions and two real successful ones, maybe you should think about how to involve the successful private market. We should make a combination between those two markets.

PJ: a number of projects could go. If you look at building yield on cost, that´s not a bad line. Those are all financiable projects. There are probably ten. A number are ready to go now. I´ts more than we have resources for, that´s the point. If the gap fund was created during the course of this year and the medium term expenditure framework were allocated, then more projects..  there´s going to be a first ready, first served. I have a slightly different perspective on the winners. Two are in a situation of what we call organic growth. They are big enough to fund the losses of the next projects. There are a number of institutions, some with very strong Dutch relationships, that can be pushed through the organisational break even. They don´t need operational support. They need viable project support. The economy of scale equasion in SHIs is big. Your IT-platform is starting to become super efficient. In SA this platform is automatically linked to banks, to the finance system. It is quite sophisticated. Certainly one of the things we should do now and that would persuade government as well and our Dutch colleagues is to say: let´s identify all viable projects that we can push. They are there. So that two becomes seven. Going from two to seven is not a big push. 

Damen: second question was the involvement of the private sector. 

JL: The question of the private sector is fundamental. We have introduced inclusionary housing. Where you see orange and red in the slide, it can all turn white if you have a component of inclusionary housing in it. You´d be able to combine the affordable part within the other part and therefore your cross subsidisation was better. The challenge will always be that the higher end of the market in terms of rental and SHI managing that combination does not push out and diminish the affordable component. That´s always the risk. It´s easy to compromise the social goals there. All the targets we are talking about, we are very clear in our minds that it will not be achieved by government alone. Not purely by not-for-profit. In our creative packaging of projects we´ll have to come to terms with that. But the principal remains. 

PJ: In Johannesburg we have a company called Cityprop. This company has done more than 3,500 office to residential conversion units in Pretoria and they´re starting in Johannesburg in a big way. They have a property loan stock listed on the Johannesburg stock exchange. Particularly the premium property loan stock company is the source of finance for all of these. It is not affordable in the sense of the policy, but it is quite close. Their traditional rents are between 2,200 and 2,800 rand per unit per month. It´s a very good return financially. On the affordability side there are a lot of very small guys??  providing very basic accommodation at 300, 500, 600 rand a month. Usually in the slum lord category. But they are filling a big demand. There is that whole spectrum. There are many thousands of units. The problem is how to regularise it, how to pull it back into a decent housing standard. 

Damen: one of the useful options in providing houses, even at a solid investment rate. That’s what you say. Last question and then the floor is for Erik Beijer who will address us on capacity building.

Bernard Loonen, DIGH: I wonder if the fund that has come up as a very useful tool for the social housing sector in SA, is this being picked up seriously on government level? If so, on what time scale would it come into effect?

OC: the seed funding from government is coming out of the EU programme. The research that Paul developed also developed a proposal on what to do with that funding once the EU programme closes it down. In principal, in closing that fund down, the decision was taken that that fund should go into the equity fund. It is now an internal departmental and national treasury process just to get the establishment in process. It is definitely within this year given the kind of urgencies and objectives of the department in terms of delivery of social housing. It is now between the internal and treasury department to create that fund. 

Erik Beijer, DIGH: consolidation support on the Dutch side is very useful. Also for capacity building. We have talks with some large housing associations and they are willing to cope in the field of capacity building. There is always the risk that the implementation of the process is defined by the supply side itself. We want to know how on the SA side you like to make a match between your needs in terms of capacity building and what can be delivered by the Dutch side. There is a lot of experience in especially central and eastern EU countries. There are a lot of modules available. We’ll have to make a tailor made solution for SA. That will be an item for discussion tomorrow during the Annual Review. 

Damen: ends the afternoon and hands the microphone to Mark van der Hiel for the formal closure of the afternoon session.

Mark van de Hiel: thanks Mario Damen for chairing the afternoon. We had an overview of all current developments. I guess we are getting more and more specific about the needs of SA and how NL can contribute to the huge demands in SA. Special thanks to our speakers Odette, Joseph and Paul. Mark hands them and the chairman a gift. For the SA delegation there is a book on architecture in Rotterdam. Special thanks to Laura for the organisation. Time for drinks.
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