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Freehold title is not the only option
Did you know?
Since 1994, all South Africans have
acquired the right to purchase and
register ownership of land and property.
However, despite political changes
many citizens still do not have security
of tenure, which is one of the most
important components of adequate
housing. Lack of tenure security leads to:
• no sense of security;
• damage of social safety nets;
• damage of employment networks;
• inability to use the house as an asset
when income sources are reduced.

Homeless people in South Africa have, since democracy, been caught between a ‘shack’ and an ‘RDP’ house. If
they take matters into their own hands by invading and occupying land illegally, they face the prospect of eviction
with nowhere else to stay. If they wait for government to build them a ‘starter’ house, they may have to live in
overcrowded backyard rentals until their name moves to the top of the housing waiting list. If past housing delivery
rates are projected into the future, some people will still be waiting for their RDP houses in 2032. There are not
enough resources available to quickly provide everyone in need with a full RDP house.
Although legislation, including the subsidy policy, allows for a variety of tenure options, housing delivery has
concentrated on individual ownership by ‘conventional’ households (excluding single persons). This, despite the
fact that a large proportion of the South African population consists of a wide range of household types and makes
use of a wide range of tenure types (rental, communal ownership, etc.). More must be done to encourage security
of tenure, though not necessarily in the form of individual freehold title.

Drawbacks to freehold title...
Freehold title is, by far, the most expensive tenure type and is not always the most secure for poor families. Here’s why:
• Only a small proportion of households can afford the subsidised cost of a site with a title deed. Those who
cannot afford the rates and maintenance often realise the true market value and sell to higher income groups.
• In customary areas, freehold title creates classes of those with and those without land rights. Individual title
cannot accommodate extended family and group rights easily.
• Where there are numerous renters in an informal settlement, freehold title often forces low-income tenants
out. Rents rise dramatically after official registration.
• It is expensive and time-consuming to employ professional town planners, land surveyors and lawyers
(conveyancers) to establish individual plots and transfer title deeds to households.
• Freehold title, without any protective measures, has occasionally led to the exclusion of women and children.
• Even with freehold title, household incomes are often too low for finance institutions to offer credit.

Poor people do not know their tenure status
One of the most prominent findings of the Resource
Book is that many households do NOT know their tenure
status. This has serious implications for the ways they can
exercise their rights and responsibilities regarding their
housing arrangement.
There is one important rule, when deciding upon the type
of tenure most appropriate to a new development: Provide
families with the most secure possible tenure that fits their
needs and income-level.

Other options to consider...
Recently, government has started to look at alternative housing
and tenure options, such as public rental through institutional
subsidies, for medium-density housing projects. The institutional
subsidy mechanism is specifically meant to provide innovative
tenure arrangements, instead of immediate ownership and freehold
title. These arrangements could include rental, installment sale, or
cooperative tenure. The mechanism provides a subsidy for each
beneficiary household (currently in the amount of R36,505) to
institutions that provide housing for those beneficiaries. With the
introduction of the Social Housing Policy for South Africa, June 2005),
additional finance mechanisms are applicable to social housing for the
gap market. Read on for more information about other tenure types.

THE TENURE CONTINUUM:

6.

Addressing tenure security should not be simplified to the point where families are only allowed to
jump from ‘no’ tenure security to ‘full’ tenure security. After a land invasion, there is a continuum of
options to secure tenure based on legislation. Residents of informal settlements and households living
in backyards do have certain rights in terms of legislation. The Prevention of Illegal Eviction from and
Unlawful Occupation of Land Act, No. 19 of 1998 prescribes the procedures to be followed in evicting
unlawful occupiers of land. The court needs to take the rights and needs of the elderly, children,
disabled people and women-headed households into account. In addition, where unlawful occupiers
have occupied land for more than six months, an alternative site must be made available for relocation.
The Development Facilitation Act and The Extension of Security of Tenure Act, No 62 of 1997 also protect
occupants. This page outlines the progression between no and full tenure security.

1.

Evict the households living on the
land. In such situations, the occupiers
have very little to no
tenure security.

4. Make a statement acknowledging the occupa-

tion of the land. The authorities publicly confirm
that people can stay on the land, but the State
and land owner do nothing more in support of
tenure security. This relies on the good will of the
authorities and land owners who can still change
their minds and proceed
with eviction processes
in the future.

2.

Allow people who have occupied the land
for more than six months to stay on the site
until alternative arrangements are made to
accommodate them. This allows for slightly
more tenure security.

3.

Ignore the occupation of the land.
Such tenure security is weak in that the
authorities or land
owners can, at any
time, decide to evict
the occupiers of the
land.

5.

Provide basic services to the occupiers of the
land, but do not provide
any written confirmation
that people can stay on
the land. The community
feels it is unlikely that they will be evicted after
basic services have been provided, but still they
have little actual security of tenure.

Provide the occupants with some form
of paper that gives them ‘permission to occupy’ under certain conditions. For example,
households must not allow more people
to occupy the land, or households must
pay monthly fees towards the provision of
services.
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7.

Formally mark out the outer boundary
of the land where a number of households
are staying. Enter into a lease agreement
with a voluntary association representing
the occupiers of the land indicating that the
members of the group can stay on the land.

8.

Informally mark out portions of land
within a formally marked outer boundary
and enter into formal lease agreements with
occupiers, so
that families
living on the
land must pay
rent to the authority or land
owner.

9.

Formally subdivide land and
enter into lease
agreements with
individual households. Finally, formally register and
transfer individual title to heads of
households.
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Sectional title
Did you know?

The United Nations Housing
Rights Programme:

According to the United Nations Housing
Rights Programme the right to housing
comprises: “packages of policies and
practices rather than a single (ultimately
unenforceable) right. Such packages
include: ensuring secure tenure,
preventing illegal and mass evictions,
removing all forms of discrimination and
promoting participation, gender equity
and freedom of information, especially
with respect to land markets.”

Background: The Sectional Titles Act of 1986 provides for the division of buildings, such as blocks of flats,
into spheres of individual ownership, together with joint ownership of the common property. Under sectional
title, a person becomes a separate owner of a particular unit and joint owner of the common property. All the
joint owners together form the body corporate. A body corporate is set up for every sectional title scheme (other
institutions, such as a Section 21 company, can also be used). Voting usually happens according to the size of the
unit owned. The body corporate is responsible for the repair, upkeep, control, management and administration of
the common property and for the payment of rates, taxes, service charges and insurance premiums. The body
corporate elects a Board of Trustees to be responsible for the upkeep of the common property and to collect and
manage the money that owners pay for maintenance. The body corporate can also hire employees, buy and sell
units and so on. Sectional title offers most of the advantages of private ownership, but there is some risk of the
body corporate going bankrupt, which could result in individual owners losing possession of their units. The body
corporate can also restrict the owner’s rights in various ways, e.g. by limiting the number of people who can stay
in a unit or by having to approve any major alterations to the unit.
Suitability for the poor: It is not ideally suited to the poor with the limits of the current housing subsidy
scheme, as it does not facilitate incremental housing (which means that a completed unit will have to be provided
up front). Additionally, a monthly levy to cover operating costs will usually need to be paid over and above rates,
service charges and loan repayments. The Research Report for the Development of a Medium-density Housing
Programme for the National Department of Housing states that sectional title is “an unsuitable option for the
medium-density housing programme for reasons related to cost, financial and other risks to the beneficiary and
the State, and onerous compliance and management issues.”
Springfield Terrace: This case study testifies to the difficulties and complexities of this type of tenure.
However, the project also demonstrates how sectional title is able to provide security of tenure. The project
developer, Headstart, was only meant to innovate and
experiment with sectional title and exited the project
after its completion. Agreements were entered into with
property agents such as Lewis-Trafalgar and Seeff to act
for the nine sectional title blocks. After some time, the body
corporate went into arrears, with seven of the nine blocks
owing the local authority. The body corporate felt Trafalgar
Property Management was not effective, and in 2000, five
blocks terminated their contracts and resorted to forming
individual bodies corporate for each block. As at August
2007, four blocks were managed by Trafalgar, one by
another agent and four by autonomous bodies corporate
consisting of section owners. Because of this, there is a
big difference in the maintenance of the blocks. Two blocks
are managed very well, and the rest struggle along.
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Cooperative housing
Background: Cooperatives are widely used internationally as a vehicle for the communal ownership of
affordable housing. They generally follow the basic principles of the International Cooperative Alliance, the most
important of which is ‘one member, one vote.’ In a cooperative, all residents are members/shareholders (the
‘shares’ can be nominal amounts of money) and jointly own the property. Members elect a Board of Directors to
manage the cooperative. Each household has one vote in the general meetings to take major decisions about
the cooperative. Members have rights to occupy specific units, as defined in ‘use agreements.’ Cooperatives are
more secure than rental units, but not as secure as individual ownership, as there is a risk of non-payment by
some members or of bad management.
Suitability for the poor: According to The Research Report for the Development of a Medium-density
Housing Programme, cooperatives are not suitable for medium-density housing because of difficult legal
requirements, onerous management duties and the possibility for bankruptcy. However, if housing cooperatives
are to grow and be sustainable, more emphasis needs to be given to the capacitation of the organisation or
building of the organisation. Municipalities, Provincial Departments of Housing and other sector role players, must
be capacitated to ensure continued support of cooperatives.
Newtown Urban Village: Cope Housing Association (COPE) was a member-based organisation (closed
down in 2007). Members paid an annual subscription fee to receive information about COPE and its projects.
When a project was completed, members applied for a unit by making a deposit and an equity payment. If
members wanted to leave the cooperative, they were entitled to an exit payment consisting of the equity plus the
escalated value of their unit. Individuals were members of the cooperative and signed a use agreement with the
cooperative. This allowed them ‘ownership’ of the unit (equity within the cooperative) on the condition that they
paid their monthly dues. In this way, members were regarded as owner-tenants. A board, elected by members,
dealt with day-to-day issues and liaised with COPE. The cooperative had a property management agreement with
COPE, which was binding until the loan is repaid.
In August 2007, Trafalgar took over the management of
the cooperative after the liquidation of COPE, followed by
Nedcor Properties and most recently the Johannesburg
Housing Company. A healthy relationship exists between
the members, the board and the service provider. However,
a group of cooperative members, the ‘concerned residents,’
refuse to make further payments as they argue that after
five years they should be owners. Cooperative members
are required to pay a service charge in perpetuity after the
loan has been repaid. This misunderstanding is causing
many divisions amongst cooperative members. This case
study demonstrates that communities must be trained, on
an ongoing basis, about their tenure situation.

Did you know?
It is essential that tenants become
knowledgeable of tenure forms in order
to take ‘ownership’ of their housing
environment. In this regard, community
capacity development by government,
NGOs and CBOs is an imperative part of
the delivery process.
Otherwise, poor people can get caught
in a tenure situation that they do not
understand or cannot afford. This only
leads to complications, divisions and
hardships for both the delivery agents
and the poor.
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Social Housing
Did you know?

The stated objectives of the
Social Housing Programme:
1. To address structural, social, spatial and
economic dysfunctionalities, contributing
to an economically empowered, non-racial
and integrated society living in sustainable
human settlements.
2. To improve and contribute to the
overall functioning of the housing sector,
especially insofar as social housing is
able to contribute to widening the range of
housing options available to the poor.

Background: Social housing is defined as: “a rental or cooperative housing option for low-income persons at
a level of scale and built form which requires institutionalised management and which is provided by accredited
social housing institutions or in accredited social housing projects in designated restructuring zones.” Each social
housing project should provide a range of accommodation for lower-income groups with different unit designs
and costs based on affordability for beneficiaries. The difference between rental revenues and the unit costs
should be subsidised by a grant, averaged against the project as a whole rather than particular unit types. Houses
earmarked for the poor should attract more subsidy than those meant for the gap market. According to the Social
Housing Policy, eligibility for the capital grant will be based on the nature of the social housing institution, the
location of the project and the overall contribution to socio-spatial restructuring. To qualify for the capital grant, at
least 30% of project must contribute to ‘deep down-market’ reach, with maximum rentals no higher than R2,500.
Here the ‘deep down-market’ should refer to the very poor, who can only afford R500 per month (approximately
25% of total monthly income). The Support Programme for Social Housing calculated that a minimum of R2,400
household monthly income will be required to pay for rents and services. So, the deep ‘down-market,’ in terms of
this policy, is not actually the poorest of the poor.
Suitability for the poor: According to the Social Housing Policy, projects should be focused on restructuring
to address spatial constraints relative to urban revitalisation. Social housing should be used either to open up
areas of economic opportunity where poor people have been excluded or to protect poor people from being
displaced (e.g. inner cities experiencing a revival of property values). The social housing model in its current
form, then, is especially suitable for inner-city renewal targeted at beneficiaries earning more than R2,500 per
month, but barely provides any affordable rental stock for the very poor (except for transitional, special needs and
communal housing). The Madulamoho Social Housing Institution and other institutions focusing specifically on
special needs housing are able to provide accommodation (generally including rooms with shared facilities) in the
inner-city of Johannesburg to people who earn less than R3,500 per month – but this is an anomaly. Therefore,
in the South African context, the term ‘social’ housing is ‘social’ insofar as it uses government subsidies for
households earning between R2,500 and R7,500, but not in the sense that it is housing intended for the very poor.
Carr Gardens: According to a UN-Habitat publication on rental stock, South African social housing projects
such as Carr Gardens “do not cater for the really poor” that make up the bulk of the population (see table).
More than 70% of South Africans are unable to afford social housing, and thus, will continue to live in informal
settlements or backyard shacks, while awaiting RDP housing. A mere 17% of the population can benefit from
social housing projects like Carr Gardens. Thus, social
National monthly income Percentage of population
housing does not make a significant contribution to
meeting housing demand and does not contribute to social
No wage income
38%
integration and restructuring. This demonstrates that their
R1-2,499
35%
is a complete absence of appropriate housing instruments
to provide adequate, affordable and well-located housing
R2,500-7,499
17% (gap market)
to millions of poor South Africans. This must be rectified
R7,500
10%
and addressed in future housing policy.
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Rental Housing
Background: Internationally, rental is the predominant form of tenure in most cities. Rental housing is
especially suited to low-income households as it facilitates labour mobility, which can be an important survival
strategy. Despite it being one of the least secure forms of tenure in purely legal terms (in South Africa, lease
agreements are terminable on one month’s notice), rental tenure is widely regarded as the most appropriate form
of tenure for medium- to higher-density housing. According to Ambrose and Pauline Adebayo, “Bringing people
close to the city is widely recognised as a positive move, not only on account of its ability to open up opportunities
for the poor, but also because of the potential to utilise already existing infrastructure, and to use costly land
optimally. Some people have however had the misconception that compactness, bringing the poor into the inner
city residential areas, has the potential to turn the city into urban slums. European cities have proved that there
is no basis for this argument. Towards this end, some of the vacant buildings in the city could be converted to
rental accommodation. Further, there should be a change in the existing building composition in the inner city,
and offices, commercial and other buildings should incorporate residential accommodation alongside business,
recreational and social activities as a way to reintegrate the city.”
Suitability for the poor: Currently, the only subsidy mechanism that includes rental housing for lowincome earners is the Community Residential Units Programme (replacing the National Hostel Re-development
Programme). Miloon Kothari, the United Nations Special Rapporteur on adequate housing, undertook a mission
to South Africa in April 2007 at the invitation of the government. In his report on the visit, he expressed unease
at the high consumer debt in South Africa and stated that the International Monetary Fund estimated that South
Africa’s real estate prices had increased by 200% between 1997 and 2005. He raised concerns about the critical
shortage of public rental housing stock for low-income households and affirmed that market driven price increases
are leading to a shortage of accessible and affordable rental housing. In light of this, South Africa must provide
more rental housing in inner-city areas for families with incomes below R2,500.
Rainbow Housing Cooperative: In 2006, the
Rainbow Housing Cooperative, made up of domestic
workers, care-takers, gardeners, and others employed
in the City of Cape Town’s Atlantic Seaboard, marched
to Parliament to raise awareness about their plight. This
group of (mostly) women asked government to build lowincome rental flats on well-located land. They asked to live
close to their jobs and opportunities for their children. There
is a prevailing myth that most poor people want individual
ownership. However, if given the choice between an RDP
house far from the city and a rental flat in the urban core,
many will choose the latter. The demand exists. Rainbow is
now negotiating with the City and Provincial governments
to renovate and use an old block of flats as low-income
Community Residential Units (CRU).

Did you know?
Rental and Leasehold offers
tenure security:
“To encourage or even permit development, security of tenure need not amount
to ownership, nor need it last all the time.
A lessee has security for the time of the
lease and, for as long as the lessee complies with its conditions the law will give
complete protection even against the
owner of the land or building.”
Henri A. L. Dekker, Land tenure consultant

Rental Housing: the politics of demand and supply
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Likewise, the Social Housing Foundation states that the demand for affordable rental
housing was approximately 1.8 million in 2001, and is expected to grow at around
5% until 2011 (see table). This shows that the rental-housing sector is possibly
the second most efficient housing market (after the high-income property market),
despite the policy vacuum. However, in international terms, the local rental sector is
relatively underdeveloped.

Province

GROWTH IN DEMAND

Demand for rental housing is not only a function of income, but also of the availability
of infrastructure, easy access to employment and an array of other factors. It is
expected that the aggregate total and effective demand for rental housing will
increase. The Social Housing Foundation has noted the following observations
regarding rental demand:
• rental housing offers locational flexibility and provides a step into the market;
• the poor struggle to access well-located rental units provided by the market;
• a range of rental options that cater for the specific needs of the poor are required
as part of any housing strategy.

2001

% Growth 2006

% Growth 2011

Eastern Cape

162,924

2.86%

2.80%

Free State

111,920

3.87%

3.77%

Gauteng

654,486

7.21%

7.01%

KwaZulu-Natal

344,020

5.73%

5.43%

53,161

5.49%

5.29%

100,642

5.23%

4.93%

30,347

6.05%

5.81%

North-West

128,517

3.17%

2.99%

Western Cape

232,406

4.17%

3.98%

1,818,423

5.23%

5.14%

Limpopo
Mpumalanga
Northern Cape

TOTAL

At present, there are no authoritative figures specifying the rental housing supply in South Africa. In the absence of official figures, a Trafalgar report has shown that the
inner cities of Johannesburg, Durban, Cape Town, Pretoria, Port Elizabeth and East London accommodate approximately 400,000 people. Of these, the majority are in
rental accommodation, and more often than not, poorly maintained rental accommodation.

Formal
rental
Household
rental
Other

It is clear that the demand for rental accommodation will grow whatever government
does. However, the kind of rental housing that will be supplied can be improved by
more informed government action. Moreover, the potential of the rental sector to
contribute towards urban renewal, restructuring of the apartheid city and poverty
alleviation is increasingly recognised. The rental instruments that are currently
available do not meet the needs of the majority of the urban population and do not
contribute sufficiently to the provision of access to affordable adequate housing.

GROWTH IN SUPPLY

A review of the housing sector undertaken by Sigodi Marah Martin and Matthew Nell and Associates (2001) indicated that rental delivery was declining. Similarly, research
for Finmark Trust by Shisaka and the Centre for Scientific and Industrial Research (CSIR) in 2006 showed that the rental sector had decreased in size in respect of the
overall housing sector (from 31% in 1999 to 27%, or 3.5 million households, in
October Household Labour Force Survey (2005)
2005). In spite of this, they found that the number of households living in rented
Survey (1999)
accommodation had increased by approximately 100,000 households from 1999–
Households in millions
1.6
1.5
2005. Furthermore, they found that the mean income of households in formal rental
Percentage
15
12
accommodation declined in real terms from R3,200 per month in 1999 to R3,100
(in 1999 Rands) in 2005. Mean incomes of households renting backyard dwellings
Mean household income
3,200
4,100 (3,100 in 1999 Rands)
also declined from R1,500 to R1,400 (in 1999 Rands).
Households in millions
Percentage
Mean household income
Households in millions
Percentage
Mean household income

1.0

1.1

9

9

1,500

1,800 (1,400 in 1999 Rands)

0.8

.09

7

7

1,500

2,200 (1,700 in 1999 Rands)

COMING UP NEXT: Next month’s issue will be about Housing Typologies with case studies around South Africa.

