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President

CAIXA is a Brazilian public bank that serves the Brazilian population at large and not only its clients, by providing several public services.  A centenary institution working in the national financing system, it made 145 years old in 2006, and is the second in the Brazilian ranking of biggest national banks, with assets totaling US$ 86 billion.  Since its establishment, CAIXA has been broadly acknowledged as the housing and savings bank.  It now accounts for 60% of housing financings, and is the leader of savings deposits, with 31% of that market.

Along the last three years, CAIXA expanded its actions in the field of commercial credit, intensifying and diversifying banking inclusion and promoting quality changes in bank services, offering adequate services and fees.  Therefore, it won 11.9 million new clients, reaching 35 million links with individuals and firms in 2005 – a 51% expansion of its clients’ portfolio as of 2002.  An innovative banking service was created and implemented by CAIXA, a simplified popular banking account, dedicated to those portion of Brazilian population yet excluded from the formal national banking system, providing all its benefits and resources to these new customers. Presently, CAIXA has reached around 4 million popular accounts opened.

To serve that population, CAIXA has also expanded its physical network.  Since early 2003, 246 new branches and bank service post were launched, while 1,497 new banking correspondents were accredited.  Therefore, CAIXA has 68,000 employees distributed all along the Brazilian territory.

CAIXA is the historical partner of the Brazilian Federal Government in executing public policies, besides being the main agent that operates income transfer programs.  Complying with the important duties assigned to it, the institution transferred US$ 129 billion to the Brazilian municipalities and states from 2003 to 2005, notably favoring the development of local economies.  Furthermore, the effort towards mobilizing increasing shares of resources to finance the productive activity starts yielding fruits, since the credit participation in the Brazilian Gross Domestic Product has sharply increased since late 2003.  In 2006, CAIXA shall allot about US$ 24 billion to commercial credit.
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Increase of Credit Participation on the GIP

Source: Brazilian Central Bank, May/2006

One could state that, as happens to the Brazilian macroeconomics, CAIXA is undergoing an exceptional moment that depicts the dynamism and sustainability of the development model base don social inclusion and income distribution. 

The reversion of historical social unbalances is a challenge that has mobilized the Brazilian government that faces it through far-reaching policies and actions.  Among the most relevant ones, the “Bolsa Família” Program was outstanding for the results it achieved.  Last year, the Program benefited 8.7 million families.  The goal for 2006 is to include additional 2.5 million families, so as to reach all families in poverty or living below the poverty line, according to the National Household Survey (PNAD) carried out by the Brazilian Institute of Geography and Statistics (IBGE). 
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Source: CAIXA Annual Report 2005

Created to fight hunger, poverty and social unbalances in Brazil, CAIXA manages the Bolsa Família Program aiming at adjusting the unified register of beneficiaries of income transfer programs and rationalizing and standardizing the managerial and execution procedures.  The Program budget for last year was US$ 2.9 billion (201% increase in the last 3-year period), and saved 34% of the charges paid by the Federal Government for the execution of several programs that used to exist.  In December 2006, 11.2 million Brazilian families should be assisted by the Bolsa-Família Program, thus effectively reducing the serious distortions entailed by the historical uneven income distribution.
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Social Unequality - Theil Index and Gini Coefficient

Source: IETS – based on PNAD 1992 – 2004 

Recent studies have disclosed the achievements among the needy population.  Said results point out that Brazilian unbalances have been reduced thanks to the Federal Government’s social policy, notably the income transfer programs.  Therefore, the share of individuals living under the misery line dropped from 35.87% in 1992 to 25.08% in 2004.  The good performance observed in labor market (through means of generation of formal job posts and workers’ increased average income) and real increases on the minimum wage promoted during the Government or President Lula are among the main factors to poverty reduction and increased internal demand that Brazil is now experiencing.

Similarly important, is the recent incursion of CAIXA in the international market, initially oriented to values remittance, where CAIXA revealed its capacity of innovation and highly competitive performance.  In response to the demands of more than 3.5 million Brazilians living abroad and of the Federal Government, CAIXA elaborated an innovative system of remittance of savings built by the workers’ population.  The system rests on a bank account opened through the Internet Banking, which resulted in the prompt reduction of fees paid by those Brazilian citizens -- which used to range from 8 to 15%, -- to a cost of 2.55%.

The establishment of strategic partnerships with commercial banks in the USA, Portugal and Japan is a new stage in this important process, which mainly aims at recovering the citizenship of Brazilians living abroad and fomenting valuable long-term savings.  However, CAIXA ‘s incursion in the international market is not limited to such actions, and is now being expanded in order to take CAIXA’s successful experiences to other countries, then qualifying them to work also as a cooperation agent of the Brazilian Government and to the delivery of urban development services.

Currently, CAIXA provides – for replication and knowledge transfer – the technologies developed in its different fields of work, with their technical specificities, in the fields of Urban Development, Income Transfer and Micro-finances, which may be put in place through international technical cooperation agreements signed with governments and/or institutions. 

The record number of housing financing contracts in Brazil depicts a new reality to face the challenge of overcoming the Brazilian housing deficit.  In 2005, CAIXA committed more than US$ 4.5 billion to housing, urban infrastructure and environmental sanitation.  Considering only housing financing and leasing, US$ 3.5 billion were contracted, allowing for the construction of 367 thousand units.  Out of such real estate operations, 79% were committed to families in the income range of up to five minimum wages (i.e., US$ 500 a month), where is concentrated the largest Brazilian housing deficit. 

Along the five first months of 2006, it could be observed a strong upswing in the Brazilian real estate sector – reaching US$ 2.3 billion.  Such upswing was fostered by the Federal Government, through means of an unprecedented action by CAIXA.  To facilitate the convergence between demand and supply in that sector, CAIXA held 26 events named “CAIXA Housing Fair” in 25 Brazilian sites, involving thousands employees and serving around 520 thousand persons.

For this year, it is expected the granting of more than US$ 5 billion to finance urban development, with emphasis on housing and environmental sanitation, in order to improve the population’s quality of life, mainly oriented to low-income populations. 
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Housing Credit Program – Contracts - Expected for 2006

(Housing Consortium, FGTS-subsidized value and Financing Value)

Source: CAIXA Annual Report 2005

In 2000, the João Pinheiro Foundation estimated that the Brazilian housing deficit was about 6.7 million housing units, which can be translated in around 20 million individuals with no access to worthy housing conditions.  Furthermore, it is broadly acknowledged that such unfavorable condition mainly affects the lowest-income population, i.e., 85% of the deficit is concentrated on families with monthly income of up to 3 minimum wages.  If we take into consideration the range of up to 5 minimum wages, the percentage increases to 92%.  Moreover, the deficit is strongly concentrated in urban areas, mainly the surroundings of big urban centers.  It implies that the surroundings of great metropolitan regions face complex social problems, which are associated to the uneven income distribution and supply of public services.  Such social problems give rise to different sorts of violence and environmental losses.

Since 2003 the Brazilian Government is strongly committed towards finally reducing that serious housing deficit, mainly for lower-income segments.  The investments in housing of social interest, additionally to the significant expansion of services to the income range of up to 5 minimum wages, led to an increase in the percentage of families served, which jumped from 63% in 2002 to 82% in 2006.
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The promising scenario for 2006 can only be achieved through the effective recovery of the Brazilian population’s purchase power, supported by improved income distribution – through means of income transfer programs that the Brazilian Government has implemented and improved since 2003 --, massive access to banks by those individuals who are traditionally left aside the financial system, and extensive credit supply. 

Consolidating the role it plays towards achieving sustainable development, CAIXA has made strong efforts to implement the values of social-environmental responsibility and to disseminate initiatives like the UM/HABITAT Best Practices and Local Leadership Programme”, through the program “Best Practices in Local Management” launched in 1999.  CAIXA “Best Practices” program tries to identify, give advice and award successful experiences in Local Management, in the fields of housing, sanitation, environment and urban infrastructure.  CAIXA fosters the participation in and advertising of such experiences in the 177 countries that make up this important global agenda. 

 CAIXA Award on Best Practices is held at every two years, in articulation with the UM/HABITAT Global Excellence Prize BLP.  It promotes the selection and awarding of the 10 Brazilian Best Practices, awarding their promoting agents with financial resources to develop case studies about the project.  In simpler words, the Award aims at identifying and recording what really “works”, recognizing the initiative’s merit, and disseminating it.


From 1999 to 2004, among the 678 Projects from all Brazilian regions, CAIXA has already awarded 40 Best Practices: 15 CAIXA practices ranked among the top 100 worldwide; 3 practices ranked among the top 40 worldwide (“Bio-remedy of Aurá” – Belém/PA; “Vila Bairro” – Teresina/PI; and “CEIVAP” – RJ/SP/MG).  One of the practices presented – the “Programa Santo André Mais Igual - Sacadura”, developed in the district of Sacadura, Santo André, State of Sao Paulo -- was ranked among the top 10 World Best Practices and was awarded with the International Dubai Award.  


In 2005, one of the practices awarded by CAIXA (“100 Dimension”, Riacho Fundo/DF) was classified among the 17 final competitors in the “Latin-American and the Caribbean Contest to Transfer Good Practices” – International Award of Medellín/Colombia.


In that same year, the practices “Pingo d’Água” (Quixeramobim/CE) and “Pintadas Viva” (Pintadas/BA) were selected during the exhibition “Water for Life, Water for all: Good Practices in Sanitation”, promoted by the WWF – Brazil.   Once again, the practice “Programa Santo André Mais Igual - Sacadura” (Santo André/SP) was awarded, now among the final competitors of the “Brazilian Award on Development Objectives of the Millennium”.


The Theme Workshops on Replication of Best Practices allow for replicating successful ideas and practices.  The project started in 2005, when the first Theme Workshop on Replication of Best Practices in Environmental Management was held, in the city of Belém do Pará (Amazonian region).  Since then, workshops were held in the Northeast, South and Southeast regions of Brazil.  CAIXA intends to expand the Theme Workshops project, taking it to more municipalities and increasing the potential replication of the studied best practices, producing a broad range of technical and advertisement materials on the awarded practices – replication material, graphic and audiovisual material – promoting the broad dissemination of information about the projects. 


Through the Program on Best Practices, CAIXA has contributed towards reaching the strategic objectives of Habitat Agenda, providing visibility to project and promoting the interchange of lessons learned by sharing knowledge, expertise and practical experiences.

CAIXA, present in all the 5,562 Brazilian municipalities, has tried to contribute to the economic and social development of the Brazilian people.  With a network composed of more than 18,000 sales point, among agencies, banking correspondents and lottery sales points, this huge network is translated into the efficient meet of social demands generated by the population, besides guaranteeing universal access to bank services, which is essential in our contemporaneous lives.

[image: image8]
The Evaluation of Exchange Rates (BRL / USD)

Source: Central Bank of Brazil/IPEADATA Dec, 2005

The new scenario in Brazilian Macroeconomics is due to the sum of successfully implemented public policies since 2003, whose have resulted in the reduction and control of inflation, monetary and fiscal stability, the recovery of minimum wages and workers and retired income and the improvement of credit in all national financial system. The increase in housing loans and demand is only possible as consequence of successful changes made by the Brazilian Government, which are reflected in the best results reached by the national social and economy scenario, in recent years.
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The Inflation Rates in Recent Years – Under Control in the last 3 years

Source: Central Bank of Brazil/IPEADATA Dec, 2005

The achievements and figures point out that CAIXA has successfully matched its social and commercial works, playing its role of public policies agent with increased and competitive participation in the national financial market.  For the Brazilian society, it is a modern, versatile and efficient public bank that complies with its major mission of really being “the bank of all Brazilians.”
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THE COMMUNITY MORTGAGE PROGRAM OF THE PHILIPPINES: PROVIDING HOUSING CREDIT
TO POOR INFORMAL SETTLERS
By Lucille Ortile and Dam Vertido

INTRODUCTION

The proportion of over 85 million population of the Philippines living in informal and blighted areas has significantly increased along with the rapid urbanization of growth centers over the years. As of the end of 2005, an estimated over 4 million are informal settlers constituting the main housing backlog of the country.

Addressing the shelter security of poor Filipino families and access to affordable housing continue to be the formidable challenges for the Philippine Government. One of the dominant strategies that has been instituted for the past fifteen years is the community-led housing programs that frontally address housing and land tenure security. The most outstanding program is the Community Mortgage Program (CMP). 

THE COMMUNITY MORTGAGE PRGRAM

Overview. The CMP is a technical and financing assistance program for social housing with poor communities of informal settlers. The technical component is the community organizing and credit preparation of communities to be qualified and eligible for the credit assistance component. This component is the preparatory work undertaken with communities by the originators which are mostly non-government organizations, local governments, key shelter agencies and the National Housing Authority. Once the community is ready as an association and as eligible borrower, the credit financing is applied for by the community association and amortized for a maximum repayment period of 25 years. Individual household members pay their monthly amortizations to the community association which in turn remits them to the Social Housing Finance Corporation
. 

Financing Stages in the CMP. Stage 1 is solely for land tenure security. Stage 2 is for site/land development. And the last stage is for house improvement or construction. However, most of the credit applications are in land tenure security which is the most affordable stage for most informal settlers in on-site projects.
Credit Ceilings. For all the three stages, a maximum credit per household is PhP120,000 ($2,307) for projects located in Metro Manila and other highly urbanized cities, and PhP100,000 ($1,933) for other urban areas. Repayment period is 25 years fixed at 6% interest rate per year. The credit is secured with a first mortgage initially on the undivided land under ownership of the community association. Within the early part of the amortization period, the undivided land may be subdivided into individual titles and mortgages per household member of the association.
Types of CMP Projects. There are two types of CMP projects. The first is the on-site project which is for community associations to legalize ownership of the land they currently occupy subject to realignment of plots and blocks to conform to minimum standards for on-site social housing projects. The second type is the off-site project for relocation which is for communities that are in danger zones (road and river easements, foreshore areas) and those affected by public infrastructure projects and court-ordered evictions which all need resettlement.
Source of Funds. The source of funds of the CMP come from the budget legislated and provided through the General Appropriations of the Philippine Congress.       
OVERALL PERFORMANCE OF THE COMMUNITY MORTGAGE PROGRAM

Program Reach. Among the social housing programs of the Philippine Government, the Community Mortgage Program (CMP) has reached the most number of poor households belonging to the housing backlog and lowest 30% of the population.  From the period 1989 to 2005, program reach is about 168,988 families. 

Distribution of program reach is mostly concentrated in Metro Manila and adjoining cities which is about 79% of total. The remaining 21% is distributed to the rest of the country. It is noted that the country’s housing backlog is highest in Metro Manila. 

The CMP has the following track record:

· It is the most affordable housing program for the first to the fifth income groups where the majority of the lowest 30% of the population belong;

· It is the most replicable housing program nation-wide in varying conditions of urban and urbanizing areas with significant housing backlog;

· It is the most cost effective, with an average housing credit of P34,442 per family served (or $649.84 per family);

· It is the most adopted and supported program by Local Governments with 42 taking the role as originators. It is also the most adopted program by non-government organizations (NGOs) with 116 taking the role as community organizers and originators;

· It has grown to consistently become the dominant and common flagship social housing program of various administrations of the Government since 16 years ago and continue to be so today.

The CMP started in 1989 to mainstream the successfully implemented housing projects of NGOs that recognized and facilitated the unique housing process of the urban poor which is largely characterized as on-site or off-site voluntary resettlement with equity (both cash and non-cash).

Since 1989 to the end of 2005, the Government has disbursed a total credit of PhP5,820, 307,632.00 or $109,817,125.00, with a program reach of 168,988 households.  

The over-all collection efficiency of the CMP is 79%. This figure excludes projects that are under or due for litigation and foreclosure which should be further assessed to present the overall credit recovery picture.  Even if the collection rating is relatively the highest performance among the social housing programs in the country, the collection performance should at least reach 85%.

	SUMMARY OF ANNUAL OF PERFORMANCE OF THE CMP, 1989 to 2006


	Household Reach, Credit Amount Released and 

	Average Collection & Credit per Household

	YEAR
	HOUSEHOLD
	CREDIT
	COLLECTION
	AVERAGE
	REMARKS

	 
	REACH
	AMOUNT
	RATIO
	CREDIT
	 

	 
	 
	(in Php)
	(in percent)
	PER
	 

	 
	(No. of HHs)
	 
	 
	HOUSEHOLD
	 

	 
	 
	 
	 
	(in Php)
	 

	1989
	3,199
	62,442,738
	not available
	19,519
	 

	1990
	12,440
	237,374,140
	not available
	19,081
	 From 1989 to 1995

	1991
	5,772
	119,323,046
	not available
	20,067
	 financing for the CMP

	1992
	4,923
	129,882,537
	not available
	26,383
	 were sourced from

	1993
	10,139
	241,229,111
	69.30
	23,792
	 provident fund agencies

	1994
	11,690
	283,828,558
	72.64
	24,236
	 (SSS, GSIS & HDMF).

	1995
	9,290
	282,512,518
	83.41
	30,410
	 

	1996
	10,192
	311,985,102
	81.40
	30,611
	 Funds for the CMP has

	1997
	14,591
	495,323,580
	77.34
	33,947
	 been sourced from the

	1998
	10,844
	387,447,545
	77.43
	35,729
	 General Appropriations

	1999
	5,668
	209,191,621
	67.90
	36,907
	 legislated by Congress

	2000
	6,088
	196,458,622
	72.04
	32,270
	 from 1996 to the present.

	2001
	9,457
	346,824,660
	71.49
	36,676
	 

	2002
	12,331
	484,616,631
	80.22
	39,301
	 

	2003
	14,026
	609,984,014
	78.22
	43,489
	 

	2004
	14,129
	588,114,329
	not available
	41,624
	 

	2005
	14,209
	599,754,207
	63.59
	42,209
	 

	TOTAL
	168,988
	5,820,307,632
	--
	34,442
	 


THE CHALLENGES

There are three key challenges posed for the continued implementation of the Community Mortgage Program. The first challenge is the improvement of the program delivery to be able to meet the growing demand for the CMP services. The second challenge is the continuing development of more local actors specifically at the sites where the demand for services are located: the cities. And the last challenge is the improvement of the fund inflows and reflows to meet the overall sustainability of the program. All three challenges are interrelated to each other.

Improving the Efficiency of the Program Delivery. The Social Housing Finance Corporation is a new corporation having only started its oprations in October, 2005. It has all the chance of learning from mistakes of program implementation in the last sixteen years. There is a significant limitation of a highly centralized bureaucracy like its predecessor (the National Home Mortgage Finance Corporation) in looking after the micro-management requirements of each project. From preparing the readiness of the communities as viable associations prior to credit release, to monitoring the repayment performance of each project for the next 25 years, or until full repayment, the micro-management maintenance of each project are overwhelming and is just impossible to be undertaken from a central bureaucracy. The number of projects is growing each year, and each project is to individualize/unitize the community title and credit account to each community association member. So each project will spawn socio- technical and account servicing requirements multiplied to the number of members of each community association. Prior attempts to decentralize functions in the past have failed. The other option is to seriously develop local mechanisms that can retail (and even customize) the socio-technical, financing and maintenance requirements of projects at the city and community levels. This option is localization and not decentralization. On a selective basis, this option can be initiated with a few local governments together with some NGOs which have demonstrated capacity to work together and have managed successfully many CMP and resettlement projects in their respective cities. The viable direction for SHFC to take is for localization to be now developed from concept to operational piloting with selected local governments in the short term, and eventually institutionalize localization with more local governments along with the NGOs in the medium term. In the long term, SHFC can foresee a role of CMP wholesale servicing to local mechanisms.

Development of Community Organizing Originators and Community Access to Socio-Technical Services. This challenge is not mutually exclusive from the first challenge. As the housing backlog is growing and demand for program services is increasing, there is need for the current crop of originators and future ones to be also efficient in the provision of capacity and technical training of community associations and their leaders. This will address the improvement on the quality of origination work and viable community organizations for the CMP. The decreasing repayment rates of financed projects also indicate that the quality of CMP projects need improvement, and access to socio-technical services aside from training are continuing needs of communities. Areas for maintenance of projects for instance is organizational strengthening, maintenance of community action planning, coping with problems of  recalcitrant and defaulting members, member substitution, incremental site development and common service facilities, and other beyond land tenure security concerns.

Developing the Sustainability of Fresh Fund Inflows and Reflows. Current fund sources are never enough to meet the requirements of the growing housing backlog. The projects in the pipeline for 2006 alone require almost PhP 2 billion. Program funding on annual basis has a high availability of PhP 700 million and a low availability of PhP 200 million for the past decade. For the CMP to be programmatic, funds availability should be regularized. Moreover, once regularized, the funds must be leveraged against other funds so that effective availability can be matched against projects in the pipeline. One significant area for leveraging is with the local government funds matched with CMP funds to address the local housing backlog. After all, it is the local government which has the primary mandate to address the local housing backlog. Then, both CMP and local government funds could be blended and targeted to priority social housing projects on a local, well targeted and programmatic approach. Both regularization of funds availability and leveraging for more funds with local government have to be addressed from the fresh fund inflows side of the equation. But from the outflows and reflows side of the equation, SHFC has to improve collection efficiency to at least 85% or better. 

-oOo-
SOUTH-AFRICA

eThekwini Municipality (Durban)

The two primary objectives of the reviewed social housing policy is to promote the  restructuring  of the city (spatially, racially, and economically) and to  increase rental housing options for the lower income and lower middle income households.

Definition of Social Housing

A rental or co-operative 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.

Social Housing Subsidy

In Accredited social housing projects the government provides a subsidy to make rental units affordable which may be provided to  Social Housing Institutions or to private sector developers.

Low income  households are defined as those with an income of between $250 and $1250. It will cater for households as well as single individuals and rent should not exceed 25% of income. Benificiaries are not allowed to transfer to ownership before 15 years.

The permitted house form excludes single detached houses but includes a wide housing product range including: 

· shared facilities, 

· communal housing, 

· short stay accommodation, 

· group housing, 

· apartments, & 

· multi-unit dwellings. 

Each project is to have a range of housing products appropriate to the range of targeted income groups. The grant covers capital running the units to be subsidized via a government grant but will be capped at 60% of total estimated costs to ensure  viable social housing projects and Social Housing Institutions (approximately $18 000). 

The project based approach emphasizes the importance of  public environment to project design. Urban Restructuring zones should be identified in terms of integrating the city spatially, racially and economically and should be areas that demonstrated the ability to provide sustainable incomes, livelihoods, and access to public facilities and amenities. The urban Restructuring Zones are to be proposed by local government and receive the support of the Provincial Housing Department before being submitted to National Housing for approval. Social Housing Institutions and private sector developers apply for the allocation of funds to feasible project proposals. 

Strategy

 While there are real constraints associated with most of the available options for gearing to scale, a three-pronged strategy will be pursued. The first component involves continued support to the growth and consolidation of SHIs, via a greater focus on viable projects. It should be noted that SHIs could also include municipal entities defined in terms of the Municipal Systems Act no. 32 of 2000. Such entities would have to adhere to the requirements of the Municipal Systems Act and the Municipal Finance Management Act no. 56 of 2003.

The second component is the use of public private partnerships (PPPs), for big impact projects in designated restructuring areas. PPPs are envisaged only in large scale projects because the associated transaction costs will not make them cost-effective in small projects. However, large scale projects could be made up of a number of different developments, and do not imply en-masse developments on one site.  The private sector is seen to play a key role in the conceptualization, construction and management of PPP projects. in those cases where transfer of the stock to SHIs is envisaged, SHIs should be actively involved from the start of the conceptualization and development of a project in order to ensure the long-term sustainable management of the stock.  

The third prong is to support the growth of private sector rental provision. This would be through the use of grants in accredited projects, developed and managed by the private sector, rather than by accredited institutions. The fact that the private sector is a major contributor toward the support of rental housing at present suggests strongly that the measures introduced to support social housing should not have the effect of squeezing them out, but should rather facilitate their involvement in the sector. 

Institutional Arrangements

Table 1 below summarises the proposed institutional arrangements between the various role players.

Table 1: Summary of the institutional architecture proposed in terms of the sector roles and processes

	
	INSTITUTIONAL/ SECTOR ROLES

	
	Leadership
	Delivery
	Funding
	Regulation
	Facilitation

	DELIVERY PROCESS
	NDOH promotes the mobilisation and development of the social housing sector

Local authorities (identify restructuring zones and mobilize local SHI’s)

Provinces (put forward restructuring zones to NDOH for approval)
	Local authorities provide land, infrastructure & public environs

SHIs, PPP, municipal entities  and

the private sector are housing delivery and management agents. 
	SHI’s, PPP’s, municipal entities  and the private sector compile project proposals within approved restructuring zones and submit to the Province’s/accredited local authorities.

Provinces administer disbursement of  grant finance

NHFC and private sector provide loan funding


	Province/accredit-ed local authority  monitors project level compliance.

Federations set code of good practice for members
	SHC / SHF disburses capacity building grants

Service providers compete to provide capacity building services

Risk mitigation / guarantees to SHIs etc.

	
	
	
	
	
	

	REGULATORY PROCESS
	NDOH provides policy framework, sector co-ordination and programme funding

NDOH, Provinces and accredited local authorities all manage different components of the social housing programme.  
	Delivery agents  and local authorities enter into performance agreements 


	Provinces decide on topping up or restructuring grants to apply and submit to  NDOH (or its agent) for viability testing.

NDOH (or its agent) approves the standard/fixed component.
	SHC annual performance monitoring and compliance of SHIs and sector players

SHC accredits social housing institutions and private sector projects.
	NDOH communicates with the sector and calls for projects

SHC annual performance monitoring of sector players


Note: 
SHIs – Social Housing Institutions


NDOH – National Department of Housing


SHC – Social Housing Corporation


SHF – Social Housing Foundation

Roles and Responsibilities

Table two summarise the roles and responsibilities of the various stakeholders. 

Table 2: Summary of the roles and responsibilities of the sector stakeholders

	Stakeholder
	Roles and responsibilities

	National government
	· Provide overall leadership for the sector

· Create an enabling environment for social housing, through the development of policy and enactment of legislation.

· Ensure attention to its constitutional responsibilities

· Provide a regulatory and legislative framework within which actors in the sector must operate

· Address issues that affect the growth and development of the sector

· Fund the social housing programmes

· Administer the standard/fixed restructuring component of the capital grant. 

· Approve the designation of restructuring zones submitted by provinces and local authorities

· Approve social housing projects, programmes and business plans submitted by provinces

· Establish institutional capacity to support social housing initiatives

	Provincial government
	· Together with local authorities identify restructuring zones and submit to NDOH for approval

· Allocate funds to the provincial social housing programme.

· Receive project applications from delivery agents and decide on extent of top-ups

· Submit projects and proposed top-ups to NDOH for approval and acquisition of standard/fixed subsidies.

· Ensure compliance with national and provincial social housing norms and standards. 

· Mediate in case of conflicts between an SHI and local government and resolve such conflicts, if required

· On an annual basis develop a social housing programme and associated business plan and submit to National government for approval and funding

· Administer the disbursement of project capital grant funding approved by the NDOH for social housing projects, and monitor progress in terms of the grant allocation process.

	Local government
	· Initiate the identification of restructuring zones and link to IDP process

· Call for social housing projects in designated restructuring zones

· Facilitate social housing delivery in its area of jurisdiction

· Apply to the NDOH (SHC) for the approval of restructuring zones.  

· Commit in its IDP to specific measures (e.g. to support the development of in–situ associated social facilities), in order to ensure an enabling environment for the social housing sector.

· Enter into performance agreements with SHI’s.

· Provide preferential access to land and buildings for social housing development in approved restructuring zones

· Provide preferential access for SHIs to acquire local authority rental stock

· Provide access to municipal infrastructure and services for social housing projects in approved restructuring zones and, where appropriate, provide local fiscal benefits (e.g. through rebates on municipal rates and service charges)

· Assist SHI’s in their establishment stages through inter alia logistical and resource (financial, human and technical) support 

· Provide grant funding to incipient SHIs in establishment stages and assisting with sourcing additional funding to support the activities of the SHI (including possible local government equity participation)

· Provide access to bridging finance for  SHIs

	National Housing Finance Corporation (NHFC)
	· Provide improved access to loan funding for SHIs

· Assist the SHC with the assessment of project viability on an agency basis as well as assessment of institutional health and sustainability of SHIs, except in projects where it is advancing debt financing
· Provide and/or facilitate access to guarantees for loan funding from private sector financial institutions

· Explore and support mechanisms aimed at gearing public funding for social housing

	Social Housing Corporation (SHC)
	· Act as the agent of NDOH where appropriate

· Accredit social housing institutions and approve their project applications

· Accredit projects to be developed by private sector developers and managers wanting to develop social housing projects in restructuring areas

· Conduct compliance monitoring vis-à-vis the accreditation criteria through annual visits and reviews of SHIs and private sector players.

· Enforce compliance where necessary.

· Advise the Minister on any matter related to social housing and the social housing sector

· Formulate, direct and oversee the capacity building programme to be embarked upon as part of the strategy to build the social housing sector.

	Social Housing Foundation (SHF)
	· Support the SHC in providing capacity building and technical support to SHIs and the broader sector

· Promote the development and awareness about social housing

· Provide best practice information and research on the status of the sector

· Promote an enabling environment for the growth and development of the sector

· Assist emerging and existing SHIs  gain accreditation 

· Assist SHIs in the submission of  viable project applications

	Social Housing Institutions (SHIs)
	· Develop and/or manage viable social housing projects for low income residents in restructuring areas jointly with local authorities

· Promote the creation of quality living environments for low income residents

· Reinvest any operational surpluses in further social housing projects in restructuring areas

· Apply for and achieve accreditation and comply with the accreditation requirements of the SHC

· Establish and comply with annual performance agreements with local authorities on social housing projects in the area of jurisdiction

· Consult with residents in social housing projects through meaningful participation

· Inform residents on issues relating to consumer protection

· Observe and operate within a best practice and value regime as supported by national policy

· Comply under all conditions with the Ministerial National Norms and Standards in respect of Permanent Residential Structures, the National Building Regulations and the technical standards imposed by the National Home Builders Registration Council, where applicable.

	Private sector
	· Develop and/or manage viable accredited social housing projects for low income residents in restructuring areas 

· Promote the creation of quality living environments for low income residents within the accredited projects

· Submit project accreditation applications and comply with the accreditation requirements of the SHC

· Inform residents on issues relating to consumer protection

· Observe and operate within a best practice and value regime as supported by national policy in the accredited projects

· Comply under all conditions with the Ministerial National Norms and Standards in respect of Permanent Residential Structures, the National Building Regulations and the technical standards imposed by the National Home Builders Registration Council in accredited projects

	National Association of Social Housing Organisation (Nasho)
	· Representation and co-ordination on behalf of its members

· Campaign and lobby on behalf of its members

· Promote the social housing sector

· Support individual SHIs

· Promote capacity-building within the sector from the demand side in partnership with other sector players

· Promote joint procurement by SHIs where this is efficient

· Promote exchange of good practice among its members


Funding

Table 3: Parameters for funding

	Intervention Areas Delivery Systems
	ZONE 1:
Identified Restructuring  Zones
	ZONE 2:
Areas outside of Zones

	A. Conventional SHIs – Organic Growth (identified high-potential SHIs)
	· Application of the new social housing subsidy for rental only 
	· Application of existing institutional subsidy only, i.e. included deed of sale and other ownership options.

	B. Private Sector Developers / Investors (Private for profit entities that wish to develop a social housing project)
	· The new  social housing grant applicable for rental only where projects have been approved by the SHC
· The social housing grant is held in a ring-fenced property holding company

· At the end of the project’s lifetime, the public sector retains the stock 

· Does not require participation of a SHI
	· Application of existing institutional subsidy only, i.e. deed of sale and other ownership options.

	C. Fast-tracked scale delivery (Public-Private Partnership Model)
	· The new  social housing grant applicable for rental only
·  PPP’s structured to achieve relatively rapid delivery of stock but where the intention is to transfer this stock entirely to SHI’s once targeted returns on private equity/financial  investment have been achieved.

· SHIs involved in operating  running the stock from the outset (usually in a JV arrangements in the short run and on their own in the longer run) .
	· Not applicable

	D. Special Tenant Interest Groups (Would accommodate co-operatives, hostel conversions etc.)

	· New social housing grant is applicable. 
· But where group or individual ownership either exists or is a longer term option, claw-back arrangements on at least a portion of the  subsidy ( that part   over and above the existing institutional subsidy) would have to be applied. 
· The groups must demonstrate institutional capacity or contracted management capacity, and conform to the requirement of a Section 21 public benefit institution.
	· Application of existing institutional subsidy only, i.e. included deed of sale and other ownership options.

	E. Special Needs Groups (Would include social service / welfare needs focused institutions, e.g. disables, aged, medical care etc.)
	· New  social housing grant  applicable
· Must have and demonstrate institutional capacity and conform to the requirement of a Section 21 public benefit institution.

· Applicable outside of restructuring zones


Impacts and Challenges

To date approximately 30 000 social housing units have been developed and are under management by sixty social housing Institutions, comprising a range or rental, co-operative, and rent to buy options. While most of these are located in inner city areas they have not had the hoped for restructuring impact of spatial, racial, and economic restructuring. In addition many of the SHIs face financial and management difficulties. The revised Social Housing Policy aims to revitalise the sector by new funding arrangements, involved of the private sector and capacity building for SHIs in order to reach the target of an additional 50 000 units in five years.

Lessons Learnt

The operating costs of SHIs need to be carefully controlled as monitored and this can seriously affect the viability of social housing projects. Towards this end strict management controls need to be put in place to avoid unnecessary expenses. Rental collection need to be pursued vigorously and sanctions applied for non-payment. In order for SHIs to become economically viable they need to significantly increase the units under management to ensure sufficient rental income to cover operating costs, reserves, etc.
















 � Lucile Ortile is the Secretary General of the Housing and Urban Development Coordinating Council, while Dam Vertido is the Private Sector Representative to the Board, Social Housing Finance Corporation. 


� The Social Housing Finance Corporation is a subsidiary corporation of the National Home Mortgage Finance Corporation, established through Executive Order 272 which now focuses in the implementation of the Community Mortgage Program since October, 2005.





� Source: Social Housing Finance Corporation
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IMPACTS OF THE SUBSIDIES FOR LOW INCOME:

Source: FGTS Curator Conseil Resolution # 460/2004)
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