iv)

v)

3.2.3
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The third priority is to assist persons who are prepared
to help themselves but cannot obtain financial
assistance from private sources. The Department will
make limited funds, but considerably more than in the
past, available to local authorities and Administration
Boards for 90% individual loans and for the purchase of
materials to make it possible for individuals to erect
self-help and self-build projects under  proper
supervision.

Thereaiter funds will be utilised to provide for the
lowest income categories, i.e. those with an income of
less than R150 per month. (The Urban Foundation Subsidy
Proposals; 1990)

Housing Priorities as Stated

On the basis of the general policy principles the National
Housing Commission (NHC) drew up the following priorities.

i)

ii)

iii)

iv)

v)

The purchase of land &nd the provisicn of infrastructure
in order to provide serviced sites

The provision of loans to local authorities for the
purchase of building materials for self-builders as
material loans

The provision of shell and core housing
The provision of complete housing units at minimum
standards with the occupant expected to upgrade the

house himself.

The provision of short-term bridging finance to utility
companies

ll L “”’Mm;“!"’y L
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vi) In exceptionil cases, such as resettlement, housing of a
higher standard than mentioned above.

The priorities are not tctally consistent with the 1983 housing

policy, except insofar as self-nelp i, emphasised. The
priorities are those agreed to by all the departments concerned,
but their - interpretation of these varies. For blacks the

Department of Development Planning and all four provincial
administrations see their priorities as:

i) the purchase of land and, related to this,

ii) the provision of infrastructure and services, which
involves loans at subsidised interest rates to local
authorities, wutility companies and so on for the
purposes of development;

iii) building materials loans;
iv) welfare housing

The provision of serviced sites together with material loans s
actively encouraged. This, it is believed, will reach more
households and allow the Jtate to be rosponsible for initial
financing and the household for the additional improvements.
(Urban Foundation Subsidy Proposals; 1990).

2.2.4 Subsidy Schemes in Operation in SA

State subsidy schemes can be divided into two categories: those
funded by the National Housing Fund and administered by the
Housing Commission and thuse prcvided outside of the apparatus of
the National Commission. “he different schemes discussed below
are preseunted schematically in Figure 1. (Touzel; de Vos,
Bester; 1990).




1) PFirst-time hone-

housing utility companies buyer subsidy
and welfare organisations 2) State-assisted
2) 90 per cent loans hamecwnership
3) Sales savings scheme
4) ILoans in form of
materials to self-builders
Blacks
| National Housing Commission |
Coloureds
| Bousing Board |
SUB-DIVISION
SINCE 1987
whites
| Develogment and Housing Board |
Asians

| Bousing Development Board |
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3.2.5 Housing Commission Schemes

The Housing Commission offers development loans to local
authorities, welfare organisation and utility companies at
subsidised rates to buy and service land and to build houses for
sale or rent, also at subsidised rates. It also offers loans to
local authorities for the purpose of passing the loan finance,
and the subsidy, on to the public. This iz done via four
schemes:

i) 90% housing loans to individuals

ii) family housing for subsidised rental and sale

iii) loans in the form of building materials to self-builders
iv) the sale of dwellings, which were originally financed by

the National Housing Fund, at subsidised prices under
the "Sales Campaign".

Additional subsidies for the very poor are not available from
this source. Those earning incomes so low that their service
fees, etc. also have to be subsidised, can receive subsidies from
the relevant welfare departments, but not from the Housing Fund.

Note that all sales and rental payments by individual users of
the Housing Commission schemes are calculated in terms of a
formula based on a percentage of the beneficiary's income. This
is known as the Rental/Sales Formula.

The purpose of the formula is to bring relief to the poor - those
with an income limit of Rl 000 per month (Goede; 1990). People
are to pay a percentage of their monthly incomes as the interest
and redemption component of the monthly rental or purchase
payment. The percentage is to increase with rising income until
economic payments are made, based on the lowest current bank and

. -~ g r
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building sociecy rates. The present policy is thus co subsidise
the interest and redemption payments of the capital costs of
properties. (The Urban Foundation Subsidy Proposals; 1990).

The subsidy schemes aimed at the end-user are dealt witnl below in
more detail.

i. 90% Housing Loan Scheme

The aim of the 90% housing loan scheme is to increase
the existing housing stock and preference is therefore
given to the building of new homes. Loans are only
granted to persons who are the breadwinners of families
and dependents. The emphasis is therefore on new
housing for families. (The Urban Foundation Subsidy
Proposals; 1990).

The general terms and conditions of.' this scheme are that:

Low interest loans are provided to people in specified income
groups to buy or build houses:

Income Groups Interest Rate
0 - 300 K}

301 - 350 5%

351 - 450 7%

451 - 650C 9%

651 - 1 o0co 11,25%

The maximum loan is R29 700. The loan may not be more than 90%
of the purchase price with a maximum purchase price of R33 000.
Monthly repayments may not be more than 25% of breadwinner's
salary except in the R651 - Rl 000 p.m. income category where
this restriction does not apply. (Appleton; 1988).

It is possible to obtain additional loans, subject to the above
conditions, in order to extend or upgrade a dwelling. The total
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after additions may not exceed the R33 000 limit.

Applications for the loan nust also be accompanied by a huilding
plzn and an administration and inspection ice of R160 i% payable.

ii)

iii)

Family Housing for Subsidised Rental and Sale

Family housing is produced with NHC funds through local
authorities for subsidised rental or sale to persons
qualifying for assistance. Family housing units are
complete, conventional houses.

The sale and rental of family housing financed from the
National Housing Fund is to be governed by the new
Rental/Sales Formula {intzoduced in 1987).

The purpose of the formula is to bring relief to the
poor. People are to pay a percentage of their monthly
incomes as the interest and redemption component of the
monthly rental or purchase payment. The percentage is
to increase with rising income until economic payments
are made, based on the lowest current bank and building
society rates. The present policy is thus to subsidise
the interest ané redemption payments of the capital
costs of properties.

Loans in tae Porm of Materials to Self-Buiiders

In developing & scheme for self-builders a local
authority is meant to provide the following:

- .~ gerviced sites (to be paid for by the home-owner)

- the necessary expertise
- the required material
-  administrative support

-  ghort- and long-term loans
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Participants in the scheme can then purchase serviced sites and
obtain matarial loans. {The Urban Foundation Subsidy
Proposals; 1989). The material loans operate as follows: Loans
of between R7 000 to R10 000 are provided for materials for self-
build schemes. The loans are advanced on the same basis as the
new "rent value" formula. Amounts of up to Ri 000 are also
advanced for labour for specialist trades. In some cases this is
deducted from the materials loan, in other cases is additional tc
the materials loan. (Appleton, 1988).

iv) Sales Campaign

Although the Sales Campaign is a form of subsidy in that
people can buy their homes at lower then market prices
and pay according to a subsidising Rental/Sales Formula,
the sale of State housing was not interded to form part
of the government's housing subsidy schemes and is not a
component of its subsidy policy. However the Sales
Campaign will be evaluated in the following chapter.

3.2.5.1 Process of Application

This section addresses the question of how an individual can gain
access to a subsidy financed by the National Housing Fund.

Applications for Housing Cocmmission subsidies are to be made to
local authorities, except where these are unable or unwilling to
administer the appiicatioun.

An individual who meets all terms and conditions is not
necessarily assured of a subsidy. When one considers the fact
that housing projects of local authorities are subject to their
approval and the availability of funds it is conceivabla that the
local authority may not be able or willing to grant such a
subsidy. Tenants wishing to purchase their dwellings under the
Sales Campaiga action, however, and who are eligible, should not
experience any problems.




-17-

In cases where local authorities are unable to, or are lethargic
in identifying housing needs and motivating appropriate projects,
the regional office, (whites, coloureds and Asians), or
provincial administration, (blacks), may perform these functions.
Applications in such cases can be submitted directly to the
appropriate office. These applications would then normally be
redirected to the appropriate 1local authority with only the

exception being processed at a higher level of government.

The process of application by implementing agencies i.e. local
authorities, housing utility companies and welfare organisations
for Housing Commission loans will now be addressed. The only
procedure that will be discussed is that regarding Black Housing

subsidies:

1. Black local authorities determine the housing need.
Data obtained from the housing need survey may serve as
the basis for the preparation of an application for

approval of a project in principle.

2. Local authorities motivate the need, allocate a priority
and then submit an application for approval of a project
in principle to the regional representative of the

provincial administration.

3. The regional representative submits the application for

projects to the provincial administration.

4. The regional committee of the Housing Commission
considers the application and approves the project in
principle. Projects approved in principle are then
recorded by the regional committee on a draft provincial

priority list.


























