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sarvices and a shortage of housing. Future non-racial, democratic local authorities will need
| money to resolve the urgent need to upgrade tha townships .and squatter areas.

By AMANDA YOUNGE

MANY large municipalities such
#s Johannesburg and Port Eliza-
beth have begun experimenting
with negotiations with black com-
munities over the issue of reform-
ing local government.

Underlying these negotiations
is the need to overcome the prob-
lems ereated by apartheid local
government — problems of finan-
¢ial crisis, town counclls with
limited legitimacy, massive hous-
ing shortages, inadequate ser-
vices and the resistance which
these have spawned.

Now, however, with the passing
of the Interim Measures for Local
Government Act in Parliament, a
spanner has been thrown in the
works. The Port Elizabeth talks
have been terminated: others are
likely to follow.

What lies behind this? To un-
derstand this, we need to look at
the background to these “one
city"” talks,

In recent years we have seep an

almost total breakdown of black
local authorities. In addition to
massive financial deficits, by Jan-
vary this year, 106 of the country’s
272 hlack local authorities had
collapsed through resignations
and were being run by adminis-
trators. o |
Financial dlsast?r s
Civies have genernll refused

to assume the responsibilities o f,r-';‘#uvgmment Act ig ph examplejof

black town councils, where thege
have resigned. Thuy argue thab’
this would only serve to endorfe. .
the existing racial character of:
local government. They have also’
been concerned about acceptifig:
responsibility for the financial,
disaster that is the hlack local-.,
authority system.

At the same time, white muntei-
palities have increasingly fell the
need to consuylt communities
about issues that affect them.
These talks have naturally in-
cluded the gquestion of how to re-
form local government itself.

But the ANC and civics have
volced major reservations about
nepotiating local constitutional

change beflore a national settle-
ment.

There is a fear that a piecemeal
approach will result in apartheid
struetures surviving in many plat-
teland areas and Conservative
Pariy-controlled municipalities,
while the big cities go non-racial.
It may also undermine the pro-
cess of national constitutional ne-
gotiations.

Local transformation
It is elear that local government

+» authorities, wh
. sourc¢es of finange 1o

i is an imposed plece of legisla-.

town or city if the new, loeally’

bantustans, withouat which reuni-
fication of cities such as Durban
and East London would be impos-
sible.

Common to the different sets of
guidelines iz a concern to estab-
lish nnn-racial@:&mq{:rauc log

Have adadus

hlvu
urgent need to upgrad Lﬁl?
ships and squatter hreass
The Interim Measuies for

how Hot to go about local level |
restriacturing. \

Its Tundamental fault is that lt

tion. No acceptable consultation”
took place over the praposals, uns
like the process of aducaliuna"[‘
wreform, and it seems «clear that
Deputy Minister -Delport hns;
little idea abuut what this wuull:l

involve, . ?

Despite massive criticisms bf?u
the Bill voiced byithe major non- *..
parliamentary groupings last’,
week, it was rushed thr ugh Pa:r-ﬂj
liament with what ANCY
termed 'unseemly haste" g

The Act contains no guidelinﬁﬁ*
whatsoever on which the.creatign
of new. non-racial_lpeal gnvern-”@
ment structures should be hase v
Racial laws are not sciap g
terms of the Act but the Ad nl.%g
trator ¢an repeal themn :

nl:aigntiated structure requires
this.

Not only does the Act give a
new lease on life to discredited
raclal struectures, it goes so far as
to give them the right of veto over
an agreement.

The Act does not make any gt-

has to be addressed. But how--tempt to ensure that the way in
should the local rel‘urm process kwhich new structures are negoti-

be conducted?

The answer lies in setling up a
process which will be acceptable
to all partles. At the national
level, this means debating and
coming to agreement on what
principles should guide local
transformation.

This would have three aspects:
#® Agreement on guidelines for
the character of new local au-
thorities.
® Agreement on how local reform
should take place.
® New legisiation to enable re-
form to take place,

The Government's Thornhill
Committee produced a set of
guidelines in its most recent re-
port. Guidelines have been dratft-
ed by the ANC, the National In-
terim Civic Committee discussed
proposed guidelines at its consul-
tative conference in May, and Co-
satu has charged the SA Muniei-
pal Workers Union to draw up
proposals.

Guiding principles outlined by
the demeocratic movement in-
clude:
® Representation on the basls of
one person, one vote — with votes
of equal value,
® A single municipality for small
towns and a unitary, non-racial
metropolitan structure for large
cities.

@ Affirmative action to ensure
the rapid extension of services
and facilities to black and so-
called coloured areas.

® The re-incorporation of the

ated is in ftself legitimate,

Single tax base

1t gives the Administrator, who
is deeply involved in the current

'‘erisis of local government, the

status of a nevtral party conven-
ing loeal negotiations.

The Act allows local authori-
ties to opt out of talks. This would
mean, for instance, that Bellville
would not have to participaie in a

Cape Metropolitan forum, under-

mining the principle, already ae-

cepted by the Thornhill commit-
tee, of a single tax base,

Despite FW de Klerk's state-
ment in February that substan-

tial progress had been made with
the planning of a new system of
local government that would give
recognition to the concept of “one

municipality, one tax base", thé

Act contains no mention of this

issue,

This means no progress to-
wards resolving the urgent finan-
eial erisis of local government
can be achieved. ,

Clearly, the Act undermines )
the process of transition to a non-

raeial, demoeratie and financial-

ly viab‘.te system of local govern.- .
ment,
0O Amande Younge is a member qf‘

Development Action Group, a ser-
vice organisation which gives assis- .
tance to communilies in the West..
e Cape region on issues related to
development, planning and local,
negotiations.




Children, cane growers benefit

CAPE TOWN — The Independent De.

velopment Trust (IDT) ha% allocated T=SLEV LAMBERY
millions of rands for a range of new  of the IDT, the Urban Foundation and pri-
development projects which will vate sector investors to provide bulk
reach 1,2-million pre-school children,  quantities of serviced sites.

15000 small sugar producers and In practice, the qperatit?r;s of the Urh‘an
. thousands of underprivileged Souyth F oundation’s housing utility companies
»  Africans, will be consolidated in a single entity

which will provide serviced sites and tech.
nical, financial and back-up services to 1

forces with the Urban Foundation, other communities and other low-cost housing
| Organisations and private investors, to co.  developers. o |
« ordinate massive childcare ang housing In another significant development, the

projects which have benefited from the  IDT has approved in priaciple an initial
RLSbn it has allocated since last August. ~ R42m loan to finance 15 000 small sugar

1 In a campaign to reach at least 1,2- cane producers over the next few years,
million of the estimated 3,5-million impov- The funds will be channelled through the
erished young children in SA, IDT trustees SA Sugar Association (SASA) and used to
have voted R70m to upgrade and expand finance the first three years of a five-year

The trust has also initiated new develop-
ment strategies and agencies, combining

. pre-school facilitjes around the country, development programme involving more
: To sustain this campaign, the IDT has than 45 000ha of sugar cane in Natal/Kwa-
i laid the foundations for a national strate-  Zulu, KaNgwane and the Transkei. Subject
“ gy, agreed on by a wide range of organisa- to annual reviews of the project, the IDT

tions, to ensure the effective use of its will advance a further R2%5m in the
funds and the mobilisation of additional  remaining two years,

funds for pre-school cave, The strategy will The IDT’s investment in the small sugar
be implem-uted by .. elected national farming sector is part of a project in which
body, and governmien: a4 . the private see- SASA’s Small Sugar Cane Growers’ Finap-
tor will be appri a, ca v take over the cial Aid Fund has advanced R53m-in loans
funding r onsibility. to small growers since 1973. This has in-

The IDT also has allocated R17,5m to creased the number of sugar farmers who

~ capitalise a ion-profit development agen- would otherwise not have had access to
~ ¢y which will use the combined resources 0 7o Page 2

IDT &=

agricultural land from 4 000 to 33 000. Other allocatiions include; ‘
Other organisations such as the Develop- {OR25m to the Valley Trust e con-
ment Bank of Southern Africa, the Kwa- , Struction and equipping of a health care
Zulu Finance Corporation (KFC), the sugar ~ centre in Natal and the completion of five
mills and the private sector }vill become g~ health subcentres in the area; t
major participants in the project, ~— ant to the Elim Care Grou
The Development Bank has already — Sﬁﬁﬁ:ﬁgrme northern Transvaal tg
started mvestlgatmg_ mfrast_ructure such fund efforts by voluntary community
g o, mechanisation services, haulage, health workers to immumise children
tand preparation and the supply of equip- against disease, improve sanitation and
ment for small irrigation schemes. It will chlorinate water: and i
also raise finance for the project, channel- ' oo
ling it through the KFC, while SASA and QQ CIR18% 000 for the purchase of a site in
the sugar mills will provide training in - Mitchells Plain on which a senior care

cane farming methods and administration, ©2 complex will be built, i

'
- P A i . -
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Free transfer of land
bought by nominees

STOpAEEE O=DARIUS SANAN \_ Y
BLACKS who made use of the nominee system to by
land in “white” areas can now have their property trans-
ferred into their own names at no cost. T

DP MP for Johannesburg North Peter Soal said a
clause in the legislation scrapping the Group Areas Adt
that came into effect this week stated land that had been
acquired by a white person on behalf of a black persof
could be transferred to the “real” owner free of charge.

The nominee system was the only way that blacks
could acquire property in white areas until last yea§,’

The transfer procedure was then relaxed followitr
indications from government that all apartheid legisia-
tion would be scrapped. S e

Since then, people wanting to live in areas designated
for other races had to apply for a permit from local
authorities, a process described by estate agenis as a
“formality” in most areas, . o ik

The Repeal Act clause, which was propesed by Soal,
added that anyone who bought property on behalf 9t
someone else who was barred from doing so by apartheid
legislation would no longer be seen to have broken the
aw. @ L0y S\ \AL

A legal scurce sald yesterday the clause was slgnﬂf'
cant hecause it applied retroactively. o

The nominees were effectively indemnified for com-
mitting a crime under apartheid laws, the source saflf;

Seal said the clause gave people until the end of the
year to find a conveyancer and transfer the propert

deeds free of transfer and stamp duties. -
. The conveyancer’s fees would still have to be paid, :111_13
said. ' R A

He thought most transfers would proceed smoothly,
In cases where the white nominee could not be found;
or refused to transfer the property, the Act made it clear
the applicant could obtain a court order to transfer thd
deeds, he said. -
Property sources said yesterday thousands of property

transfers had taken place through the nominee systent:

—
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THE Value Added
Tax Act comes into
effect on September
30 this year, replacing
the Sales Tax (GST)
Act of 1978.

Sowetan readers quite
rightly want to know what
effect the new Act will
‘have on the cost of new
houses.

VAT and GST are not

" the ‘same. Firstly, VAT

will-be-set at 12 percent
whereas the GST rate is
13 percent. Secondly,
whereas GST is payabie
only on the cost of
materials, VAT will be
payable on the COSt of
both materials and ser-
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Home ownership is not a privilege. It is a

reward for hard work and perseverance. But

how do you set about buying ground then

financing, building and maintaining a home?

Join us every Thursday to learn the answers . .

. and if you have any questions write to Jacky,
PO Box 260835, Excom 2023

easily? Are the window
frames solidly built-in
and is there putty around
every sheet of glass?

If you have ceilings,
inspect them. Are they

whey you moved in.

It follows, therefore,
that every prospective
homeowner must, firsily,
take great care 10 ensure
that he or she uses an
honest, reputable builder. straight and undamaged?
Either approach an estab-  Try out the taps and
lished builder or ask FHA  check the bath, basin and
Homes for advice; or if  sink for leaks. If you have
you want to use a small electricity, satisfy your-
builder, ask to see houses  self that the lights, plugs
he has already built and  and geyser are working
speak to people who have - Properly.
usetl him before.

Contract 5

Seeoudly, before you
slgn sobutldmg eoutraet
. .imakesiire: ‘you.: -fully® un.t ..
de tand - 'the™: plans .and’z,
SpEClﬁCﬂtlﬂnsttD wh1eh it
relutes. 1f -you: have heen
udmg thts series’ of arti=:.. |
eles r-every week you ~:
should ‘e able:to: read a: -]
stmple plan wuh reletwe
ease. Lot
o Thudly, ouce buﬂdmg
hes started, ‘VlSlt your site .
atileast” oncé-a: week 10
dlscuss progress Wlth
your butlder. Insist thet he
unswer your questtons to ‘

preseutnsboud ratE-')ft‘Th? A uyour suttsfaetton, and...

eonstantly check: that:the -
" house is. bemg built as de- -
senbed in'your contract. ;|
Before you: move mto |
your NEW: house, your
bullder swill ask “youito |
stgn  delivery form.. Be- |
-fofe: reaehmg “for™ your '
pen, make an: eppomunent
o go" through the ouse
w:th huut O

T Planx - .l'ff.‘?

Cheuk thst the house
hus been built® exsetly ac-"
eordm g-10; plaus and: thut~
ithe” muterlals uud fimshes

eomply with ; the speetﬁ-
Catlﬂn:ge R ...5‘&‘5’15';:, AT
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:-:

*‘srur

- StATCe,. strutght and neutly :
fimsheti? ‘Do, the doors
eiose und loek

'L_- - I'. *_hﬂ-&-ﬁh‘

ide and inspect
the roof. Is it properly
erected? If you have fas-
cias, gutters and
downpipes, are these
securely fitted? If your
house is plastered and/for
painted, make sure that
there are no bubbles or
rough paiches - particu-
larly on the outside.

Delivery

Do not sign the
delivery form until you
are completely satisfied
that the house has been
built according to your

contract with your
builder.

* After you sign the

delivery form the builder

will give you a three-
month guarantee on the
house. During this period
he will be obliged to
repair all defects free of
charge, so if you do have
any problems during the
first three months, be sure
to report these to him im-
mediately.

Your house is proba-
bly the biggest investment
you will ever make, and it
is important to keep itina
good state of repair. Next
week we’ll take a look at
some easy, effective ways
to care for and maintain
your home. - Prepared by
FHA Homes.

* 1,ast week’s article im-
plied that

if the first

Your house the biggest investment

make payments
This is not correct.

payments of your first-
time homebuyers’ sub-
sidy are delayed, your
bank or building society
may agreec to
temporarily add the
monthly subsidy amount
to your loan after the
" GQovernment starts to

You sheuld ask your
bank or building society
to add the subsidy
amount to your loan up
to the time that the
Government begins to

pay your subsidy.




By Helen Grange
Pretoria Bureau

Victims of the Group

Areas Act — who chose

to use white nominees on
| property contracts in
areas formerly “forbid-
den” to blacks — can
now transfer their homes
into their own names
without paying.

Last week, Parlia-
ment's Joint Committee
on Land Reform unani-
mously agreed to new
arrangements whereby
black homeowners can
become legally recog-
nised as such, without
paying transfer fees.

The new arrangement
became law on Monday,
said Peter Soal, DP MP
for Johannesburg North.

The relevant clause
states that a contract
where a white nominee
was used to facilitate the
buying of property in a
formerly white area is
no longer deemed:illegal.

No transfer duty,
stamp duty or other fees
shall be payable in re-
spect of a transfer (of
this kind) to the principal
owner, the clause states,

However, should a
homeowner be found to
have misused this law,
he would be liable for a
fine not exceeding R8 000
or two years’ jail.

“The law was immor-
al, therefore it was
agreed that people
should not have to pay to
get their homes transfer-
red into their own names
now,” said Mr Soal.

Hundreds of blacks,
unable to live in white
*lareas, either found a
white friend to sign
deeds on a house, or
. Ifnrmed Close Corpora-

. | tions (CC’s) made up by a
majority of whites.

Many have chosen to
leave the situation as it
is.

ottty St et el i NP B S

kg F
TTT e ey T EIEGDIM

) Eﬁiﬁ‘r

gl
fam

T r——
- -
I
E - o




Pretoria Bureau

VR

Vietims of the Group

s

| Areas Act — who chose

touse white nominees on
property contracts in
'} ‘areas formerly ‘forbid-
den” to blacks — can

.| niow. transfer their homes

- kinto their own names
S wYarithout paying.
oy Last week, Parlia-
“ment’s Joint Committee
on Land Reform unani-
.mously agreed to new
arrangements whereby
black homeowners can
.become legally recog-
.nised as such, without
paying transfer fees. K
|, .The new arrangement
| became law on Monday,
|'said. Peter Soal, DP MP
'| fot Johannesburg Northi,
- iThe relevant clause
‘gtates that a contract
where a white nominee
swag'used to facilitate the

. | buying .of property wm.a

formerly white .area;is

| rig;longer deemed illegal.
,¥No. transfer duty,
stamp duty or other fees

- .+.) shallibe payable-in.re:

“|'spect of a transfer (of
thi§ kind) to the principal
owiiér, the clause states:

However, should a’
.| homeowner be found to
have misused this law,
he would be liable for a .
fine not exceeding R8.000
| or:two years’ jail. - 4

#“The law was immor-
al, therefore it was
agreed that people
should not have to pay to
| get their homes transfer-
|.red-into their own names
now,” said Mr Soal. -, i

LS

.+ Hundreds of blacks, |
.| ungble to live.in white
areas, either found a
white friend:-to sign
‘deeds on a house,-or

| formed. Cloge;Corpora-

“ " |'tiong. (CC's) made up bya

majority of whites." . g
" 'Many  haye-chosen-to

leave the situation.as it .
‘ is. | - |
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By- TERRY BETT

BORROWERS who cannot
meet their overdraft, hire-pur-
chase and credit card commit-
ments are gaining relief by
liquidating these short-ierm
debts with borrowings against
long-term home loans.

The advantages te the bor- |,
rowers are that home loans
carry lower interest rates
and are repayable over a
longer time. The hanks bene-
fit by gaining solid collateral
for their advances.

In addition, their capital
requirements for home loans

are about half those for other
forms of bank credit. That
means they can lend more.

The Reserve Bank notfed a
hig increase in mortgage ad-
vances when the  property
market was in the doldrums.
A bank official says the 1m-
provement in property in the
past few months is probably
insufficient to justify such in-
¢creases in mortgage ad-
vances. °

Imprudent

A Reserve Bank Bulletin
says the increases in the mar- |
ket values of property be-
cause of inflation provides
collateral that can be bor-
rowed against. This encour-
ages consumptipn . expendi-
ture when real disposable
income cannot support it.

Standard Bank divisional
general manager of home
loans Eric Tomlinson says
. this practice is not encour-

aged or advertised. But a cus-
- tomer will be given a home
loan if he can afford the re-
paymenis. He says borrow-
ing money to get out of debt
is imprudefit. . - -

But ‘a :Standard branch
manager says the method is
often used to help clients
with pressing short-term
debt.
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rethink

i

JOHANNESBURG.
government and the private sector t
rethink of housing strategies. - '
.‘Housing sources said the bank had provided them
with detailed suggestions’in a critical report circulated:
after.the bank’s recent visit to SA Government sources
emphasised, however, that the confidential report had
“no official status”,

»The bank strongly urged the Independent Develop-
ment Trust (IDD) to reconsider jts proposed capital
subsidy plan. The size of the subsidies and the stan-
dards were apparently too high, The bank called for
“broader rather than deeper” subsidy schemes aimed
at reaching as many people as possible, Y

It also told SA banks and building societies they.were.
using the political climate as a “eonvenient excuse” for
not taking part in the top end of the black housing
market, let alone in the bottom section. The report’
called on banks and societies to meet civic organisa-
tions and’ other non-parliamentary groups to hammer
out'ways in which the institutions could become more
involved in mass housing,

The bank wanted financia] institutions — rather than
government — to be the primary providers of housing
finance, Leaving it to the public sector carried the
i;hre*i'it of pushing the fiscal deficit to dangerously high

evels, . S

. Thej,’,p__ai;nkg felt 34 could .benefit from studying the
Chilean*:model of large-scile ‘capital subsidies  that
went ‘diréctly to the beneficiaries as well as competi-
tive tendering for low-cost housing,

orld Bank -ur,

P




THE World Bank has urged government
and the private sector to conduct a major
rethink of housing strategies.

*:Housing sources said the bank had pro-
vided them with detailed Suggestions in &
ciitical report circulated after the bank’s

‘Fetent visit. to SA. Goverament sources
emphasised, however, that the confidential
report had “no official status and merely
reflects the bank's first impressions”.

" The bank strongly urged the Indepen-
dent Development Trust (IDT) to reconsi-
der its préposed capital subsidy plai, say-
{ng-not enough people would benefit from
eurrent proposals, The size of the subsidies

“and ‘the- standards were apparently too
high. The beank called for “broader rather
than deeper” subsidy schemes aimed at
reaching as many people as possible.

It also told SA banks and building soci-
eties they were using the political climate
as a “convenient excuse” for not taking
part in the top end of the black housing

. market, let alone in the bottom section.

¥

GHETA STEYN | L

The report called on banks atid socleties to
meef civic organisations and other: flon-
pariiamentary. grotps tc hammer Ot
ways in which the institutions could:be-
come more involved in mass housing. -
The bank wanted financial. institutions
— rather than government — to be+the
primary providers of housing finance.
Leaving it to the public sector carried the
threat of pushing the fiscal deficit to dan-
gerousty high levels. Mechanigms had tb be
found to encourage private financial insti-
tutions to move “downmarket”. v
' The bank also urged financial institu-
tions to develop more flexible mortgage
lénding products, suggesting that mort-
gage payments be lifiked to a wage index.
1t eriticised the lack of compstition™in
the bullding industry. The market stifuc-
ture of the construction industry; Includihg
manufacture of building mateiials, nEéEHEd
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¥ By AUDREY D'ANGELO ,

S T Business Editor. - -

S to provide more low-cost housing in SA
“offer tremendous scope’ for Gypsum Indus-
.. tries, its UK-based chairman, Derek Fair-
.{_.bairn, said yesterday, T e

1

‘ Egt,ﬂas‘ iq Cape Town for the presentatidn uf.éa

3

w,,
P

,g{,fj;:lljgard': ceiling board, partitions and coving.,
- Increasing numbers of SA manufacturing firms
.:Who,are ‘either in the export market, or pre-
o paring to énter it, are applying for the certifi-
‘1. -cate becduse it is recognised by the European
Li"Economic! Community.

,2BUtOlgff de Villiers, who is GM of the Paarden
3 " Bliland factory and also head of Gypsum Indus-

e “3 h

1 iries’ mining operations ‘said the main reason
- to™giverassurance to our domestic customers
¢ :0f quality and service, Ny oL :

=1t also links'us to our r gular suppliers and ties

~. ‘them down. to agreed specifications.
R -~

. this country. | o

o7 " Increase in sales
=“We expecta big increase in sales when the low-
' t/icost ‘housing Programme really gets under-

WAy B
‘D€ Villiers®said the Paarden Eiland factory,
rauch employed 194 people and ach leved a
G turnover-’of more than'R40m laskyesr, hadvgi
w,.,:;if,,b,e,ép,’-_anggtted by the downturn in the econo-

Ly

“going :ﬂﬁ,'_ including the Waterfront.develop-
= ‘ment. 'People are still investing here. L
:J;_f“l;&nd new. houses are still being built in the

1 op '
[ a

“f | Western Cape. The political situation is Lcaug-

- iy S g . e T "ta " - .| 'T' L“-r-' e ¥ ou Ijg
“De.Villiers said he intended to increase automa-
toninithe factory, but this would not resultiin
redunidaneiés. “It is not our policy to retrench
S ci 1 I D{:;_l

{:1“We shall*find them Jobs.in other departmens,

; 'jgrfjﬁﬁkﬁ??{iﬁﬁ@’hf automation to increase salas
icuprotumes;ts - T T
“I;;'a,nﬁjuhgl.:alfe lost, it is our policy to reduce |

I
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Y staff “through' natural *attrition, not retrench-
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18 s the factory had applied for the certificate was
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;i}ﬂqiaildnwnershlp will soon be-

.. i&cume a reality for nearly
ﬁ 1£:100 000 low-income families, the
;independent Development
“ {I‘rust announced yesterday
'~ According to the IDT, 99800
“subsidised serviced sites
throughout South Africa will be-
&y come available shortly to heads
.-0f households earning less than
_ "‘;.Rl 000 a month.
Lg;::': Tryst chairman Jan Steyn
»said the érnu d to move wzth
“gﬂ abnﬂrmal s Ié‘é'
- 1’!“" JF

|

!"HTF’F

Tﬁﬂm ﬁﬂﬂnf“}mf’ 1g ?HP tIr'*"iI"’;r Lﬁam..

the capital-subsidy scheme be-
cause the need to relieve the
country’s acute housing prob-
lem was so great.

However, Mr Steyn empha-
sised, this was only a beginning
in dealing with the problem of
homelessness.

“We must remember that the
backlogs are enormous. The
large numbers of unplanned
spontaneous informal settle-
ments are the best evidence of
this fact,” he said.

IDT trustees recently gave
approval in principle to 108 ap-

9 1mplement;, J plmatlons involving the 99 800

I3 g, 2.7 -

s u;..;..lﬂ.l.:n.l.l-ﬂ_n

—_— e -

Landowmmmp ‘for Mm 000 poor onﬁy tﬂp of

sites. This will enable poor peo-
ple tc acquire ownership to a
serviced stand, to which an IDT
subsidy of R7 500 is attached.

Of those applications which
have received preliminary ap-
proval, 32 percent — 31800
stands — have been allocated to
the PWV region. A further 5 200
stands are in the northern
Transvaal, another 4900 in the
eastern Transvaal and 4 000
stands in the western Trans-
vaal.

Abhout 66 percent of the appli-
cations were linked to city en-
vironments and 34 percent, to

HC@b@E!

were new 51te and-service
projecis and the remainder in-
volved the upgrading of exist-
ing informal settlements.

According to the IDT the al-
locations use all but a tiny resi-
due of the R750 million ear-
marked for the capital-subsidy
scheme.

Apart from the income ceil-
ng, those who will qualify to
acquire the land must be over-
21, have dependants living with-
them, be first-time property

owners and receive no other
hoﬁsmg subsidy.
f
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Pléa tor housing sc

BOTH management and black workers
need ¢p be better informed about the fac-
tors behind successful in-house company,
housing schemes, says Ian Bernhardt, - a
director of empluyee housing cunsultant
Berrhardt, Dunstan and Otten.

“While companies have, for many years,

offered their employees pension and medi- N

cal aid benefits, housing has been neglect—
ed,” he adds.

b I’ ur L T L= Il
1 , F‘- \ .." ,J& K
e m SII{
o

plain properly the lung—term financial’i im-

plications of the dixzerse hou
available. e
Even wurke the lo le

have access to reasonable housing. They
should be encouraged to look at reahstm
options that could involve emsting -homes
r even shacks, says director Joe Dunstan.

~.. Bernhardt, Dunstan and Otien will stage

More and more companies are now real- L™~ a series of wnrkshups focusing on the criti-

ising that providing acceptable housing for . cal aspects of the introduction an
employees can greatly help improve pro- 3‘
ductivity, Bernhardt says.

But these companies often declde not to
introduce such a scheme as they lack the
necessary expertise. “Some believe that
taking steps in this direction will raise.

expectations that cannot be fulfilled, while .3,
others are put off by the possible costyyq

implications,” he adds.
On the other hand, employees are often

unaware of the realities and consequences

of buying a home, with unscrupulous devel-
opers raising their hopes by failing to ex-

era-
tion of housing schemes.

Dunstan, who will present the work-
shops, says those attending will be trained
in the proper assessment of individual em-
ployee needs as wellasa cumpany’s ahility
to meet these needs,

“The workshops will be suppnrted by a
full consulting service designed to help
companies in implementing simple, user-
friendly housing policies.

“We can also become direetly involved

in educating shop stewards and the work-
force.”

T ———



in particular,

IDT trustees have approved in principle

e, e o
.- l. o S u l:. o o ::. :: _:l:
i ::' '- : =
: e .::
| L A - - - oyl con R ! k. ooatdh R
e wl e e, = e E = "L E"; o ey
s R o o, .{1’ r. e - ..__...: e .:.:r ot i::.r.:f."_,:_:.
S S S e S R L A e
N A G S R e A S

NG QWN — The Indepe
ment Trust (IDT)
R750m earmarke

has allocated most of the
d for its capital subsidy
scheme to a development which will give
ahout 100 000 people owynershi
ed, serviced sites. (o J |

The release of the fundS will not only 1
provide land ownership but inject vital
development funds into the economy gen-

erally and the depressed building industry

p of subsidis-

108 applications involving 99 800 sites, en- |
abling people to acquire ownership of a
serviced stand to which an IDT gubsidy of |
R7 500 will be attached, : - h
Releasing details of the initiative at the
weekend, IDT chairman Jan Steyn said the
-trust.had moved with almost abnormal
speed to implement the capital subsidy

scheme. &{

He said the init

Z-2—!1;_'”‘1 |

10% of SA's housing backlog, -

|
tive addressed about '\

Funds were geographically distributed
on the basis of a model assessing current
populations and projected areas of growth.

The PWV region has been allocated the

most stands — 31 800 (32%) to 26 develop-
ers. Natal/KwaZulu will get 22 800 stands
(28%) allocated to 26 developers; the east-
ern Cape'18 000 (18%, 14 developers), west-
ern Cape.9 000 (8%, 13 developers); Free
State 7 300 (7%, four developers); northern
Transvaal, 5 200 (5%, six developers), east-

ern Transvaal £ 9

00 (5%, elght developers); ’

western Transvaal 4 000 (4%, seven devel-
_opers) and northern Cape 1,790 (2%, fot- 1

‘developers).

“Of the 108 developers, 37% are public |

authorities includin
community trusts,

=

panies g

gites were.sub

g parastatals, 34% are
20% are utility com-
9% are private developers.
Inn all’ 404 applications involving 8407000
submitted by land deyelopers,

About 68% of the applications were for.
new site.and service projects th the
balance involving the upgrading of exist-
ing Informal settlements. .
Of the applications, 86% were linked to
city environments and 34% to smaller

{towns.

—

L

Housing® ‘T2t

“A massive exercise — unique in SA —
was mounted in recent weeks through the
deployment of 83 hand-picked consultants
across the country to evaluate the applica-
tions,” an IDT spokesman said.

He said technical and financial assess-
ments were made on the proposals.

The allocations consumed all but a small
portion of the R750m earmarked by the
IDT for the capital subsidy scheme. Appli-
cations approved in principle would be
subject to a series of assessments before
being finally endorsed.

The IDT spokesman said outlying areas
and less sophisticated communities may
have suffered in the selection process but

HTo angl_l_?_ IR

(L3

_] From Page 1

this would be addressed if further funding
became available.

The project is being led by IDT housing
director Ben van der Ross who says the
process of allocating the R750m has drawn
many new participants into the process of
providing low income housing.

“Also, our criteria have forced many
developers to come to grips with the con-
cept of community participation for the
first time,” Van der Ross said.

To qualify for the scheme an applicant
must have a monthly income helow R1 000,
be over 21 years old, have dependents liv-
ing with him, be a first-time property own-
er and have no other housing subsidy.

M




Door to the promised la

THE DOOR to
ownership is about to open
for some 100 000 low income
families in the country, ac-

cording to the Independenty

-

Rk

Development Trust.

In a statement yesterday the
IDT said nearly 100 000 sub-
sidised serviced sites across the
length and breadth of South Africa
will become available shorily to
heads of households eaming less
than R 000 a month.

‘At a special meeting in Cape
Town, the trustees of the Indepen-
dent Development Trust gave ap-
proval in principle to 108 applica-
tions involving 99 800 sites,’” the
statement said.

““This decision will enable
poor people to acquire ownership
| of a serviced stand to which an In-
dependent Development Trust
subsidy of R7 500 will be at-
tached. However, conditions on
which these approvals are t0 be
based will still have to be ne-
gotiated with the successful ap-
plicants.”

Disputes

Because of the potential for
disputes in the event of these con-
ditions not being met and an ap-
plication failing, specific details of
approved projects would be made
public only when contracts were
signed.

‘“The allocations consume all
but a tiny residue of the R750 mil-
lion earmarked by the IDT for the
capital subsidy scheme,” the
statement said.

Apart from the income ceiling,
those who will qualify to acquire
the land must be over 21, have de-
pendents living with them, be first
time property owners and receive

vironments and 34 percent (O
smaller towns.

Some 65 percent were new sit
and service projects, while the
balance involved the upgrading of
existing informal settlements.

Of the 108 developers, 37 per
cent were public authorities (in-
cluding parastatals), 34 percent
were community trusts, 20 per
cent were utility companies and
nine percent were private devel-
Opers.

In all, 404 applications involv-
ing 640 000 sites were submitted
by land developers to the IDT.

Evaluate
‘A massive exercise - unique

in South Africa - was mounted in
recent weeks through the deploy-
ment of 83 handpicked consul-
tants across the country 1o
evaluate the applications. Techni-
cal and financial assessments were
made to check whether develop-
ment proposals were implementa-
ble and social assessments done
on whether they were desirable.”

The project is headed by the
IDTs director of housing, Mr Ben
van der Ross, who appointed two
co-ordinating consultants to work
with a network of experts all over
South Africa.

““The scheme seeks to give
very poor people access as fast as
possible to the housing process in
a way they can afford and in areas
which are likely to become eco-
nomically  sustainable  com-
munities.”’

The chairman of the IDT, Mr
Jan Steyn, in releasing details of

‘we have had to move with al-
most abnormal speed in im-

plementing our capital subsidy

scheme,’’ according to the state-
ment.

“ An extraordinary process had
to be developed in order to apply
the criteria which we set while
still achieving our objectives
within such a narrow timeframe,”
he said. -

He emphasised however, that
this was oaly a beginning in im-
pacting on the problem of home-
lessness.

““We must remember that the
backlogs are enormous. The large
numbers of unplanned, spon-
taneous, informal settlements are
the best evidence of this fact. Our
present effort will probably ad-
dress only 10 percent of the prob-
lem. An ongoing sustained pro-
cess is essential to resolve the is-
sue.’’

The statement said the consul-
tants entered into a painstaking
process of talking to a wide cross-
section of the communities from
which applications had come.

Strateay

““The consultants also inter-
acted with the applicants them-
selves. They will be advised of the
outcome in writing within a
week.”’

Applications approved in prin-
ciple would now be subjected,
among others, to the following as-
sessments before final endorse-
ment was given:

* A projected programme of
activity in completing the devel-
opment;

# Details of a monitoring pro-

cess to be applied to that pro-
gramme;

* The developer’s policy in al-

hd about to open for the poor

o - '
- v
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JAN STEYN

* An agreed strategy for advis-
ing the public and potential bene-
ficiaries that subsidies have been
granted.

The process of allocating R750
million had already had positive
spinoffs in the housing field, ac-
cording to Van der Ross.

‘‘Many actors have been at-
tracted into the process through
the opportunity to gain access 10
our resources,”’ he said on Satur-
day. This must increase the coun-
try’s capacity to deliver suitable
and affordable housing projects to
the very poor.

““Secondly, the limits we set
have compelled many proposers -
both the authorities and com-
munities - to accept the in-
evitability of lower standards.

*“Thirdly, we know of many
instances where previously hostile
communities and authorities have
co-operated in developing
proposals.

““ Also, our criteria have forced
many developers to come to grips
with the concept of community
participation for the first time.
Thus, even where applications are
unsuccessful, we feel that this ex-

perience will influence them posi-
tively in future,”” Van der Ross
said. - Sapa

locating sites to individuals;

* A commitment to community
involvement;

& 3] no other housing subsidy, it said, the initiative, said that because the

£ A total of 66 percent of the ap- need to relieve the country’s acute
-] plications were linked to city en- housing problem was so greal,
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VWTHE South African
‘Housing Trust (SAHT), a
léading facilitator of low
icost housing, has come up
‘with another winner — &
scheme to teach first-time
‘homeowners how to avoid
Josing their homes or be-
ing ripped off by bogus
salesmen.

Corporate communica-
tions head Mike Fowlds
isaid the programme
stemmed from extensive
market experience picked
up by the SAHT during
the past three
through its national net-
work of residential
agents.

SAHT’s first home
ownership information
programme Was intro-
duced to its own clients in
lower income communi-
ties some three years ago.

“We provided them
with the information they
needed to reduce their
own risk by being fully
aware of the purchasing
‘process and their obliga-
tions in property OwWRer-
ship.
 “In addition, it also has
a risk reduction effect for
the financial institu-
tions,” Fowlds said, add-
ing this also reduced the
risk for SAHT to provide
bond financing through

1

4

years ‘|

Reports by
DERRICK LUTHAY!

i‘

its subsidiary, Khaya-
lethu Home Loans.

The new guidance pro-
gramme will be offered
nationally.

“The housing backlog

out of

for lower income commiu-
nities in South Africa 1s
estimated to be 1,8 mil-
lion units, which means
the current rate of provid-
ing housing has to be in-
creased.

The recent introduc-
tion of the Independent
Development Trust
(IDT) capital subsidy on
land means more lower
incoine earners now have
aqccess to home OwWNer-

ship.

However, without the

buyin

da et b s PR a1 L PR L
Lk S by
. N ' D

necessary guidance prior
to taking possession, risks
remain which might lead
to mistrust and discon-
fent. -

These are 1ssues our
country can ill afford,
said Fowlds.

He reckons this initia-
tive by SAHT 1is of
national importance as 1t
might provide greater as-
surance to financial insti-
tutions, allowing them to
return to the lower in-
come property market.

2

g ¢

This will in turn boost
the building industry.

Fowlds said employers
could play a major role in
giving guidance In pro-
perty ownership.

Current statistics indi-
cate there are approxi-
mately 5,2 million urban-
ised households in South
Africa with a monthly 1n-
come below R2000.

The majority will re-
quire financial assistance
and property ownership
guidance.

the building work.

The guidance Ppro-
gramme COVErs basic 1s-
sues essential to under-
stand before purchasing a
property.

These include:

4 The advantanges and
disadvantages of home
ownership,

B Available assistance.
B Affordability and how
to budget; and

B Responsibility of home
owners’ extra expenses
and costs.

Once the decision to
buy a house has been tak-
en. it covers such consid-
erations as the building
contract, money maitters,
the actual building pro-
cess and how to inspect

:
s
B




X

fro

‘THERE is both good™mews
and bad news for the prop-
erty market in the latest in-
flation ‘figures announced
by the Central Statistical
services (CSS).

The figures give the
strongest pointer yet to the
belief that the government
is losing the fight against

. inflation.

The good news for inves-

. tors, says Camdon’s Group

MD Scott McRae, is that the
values. of existing homes
will increase in line with

‘their inflated replacement

costs - or more specifically
~ in line with the cost of
new construction.

The bad news is that bond
rates may not be allowed to
fall as soon as or as rapidly
as might originally have
been hoped.

“So, if you are in property
you are protected against

inflation by the esealating:

value of your home,
" The inflation rate has

{ crept up to the 15% — on a
i level with the expected rise
¢ in house prices this year.

Another interesting trend

1. at the moment is that the

gap between the prices of

existing. and newly built

homes appears to be clos-

- ing, hinting at the begin-

nings of “a ‘Strong resur-
gence of the market.

Traditibna"l'ly“;thEre is a

. gap of up to 30% between

CT 201714
existing and new home
prices, says McRae.

“The latest figures sup-
plied by one of the major
institutions show building
costs inereasing by 15% a
year al present,

Predictions are that
prices for existing homes
will increase by 12% on
average following a similar
increase in the year to end
March 1991,

“The overall upward
price pattern is therefore
well-entrenched but these
figures also mean a gdp of
only 2% or so between the
price of existing and new
homes, indicating clearly
that there is growing de-
mand for re-sale (second
hand) homes.

During the first quarter
of 1991 the average price of
a medium-sized house in-

creased by 13%, larger

Home owners
are protected

lation

houses by 9% and smaller

homes by 16%.

The upper end of the mar-
ket is slowing down, while
the lower end is showing
considerable vigour re-
flecting, perhaps, some of
the effects of removal of the
Group:Areas Act.

Small homes now average
just less than R100 000,
medium sized homes
R111 000 and larger homes
1155 000.

The critical factor is rela-
tive cost, says McRae.

e
———— -—

-

Nominal mortgage pay-
ments on a 20-year R89 000
bond amounted to R1 564 in
the first quarter of 1991 —
12,9% more than a year ago.

S0, says McRae, it is clear
that property ownership is

becoming progressively

more expensive.
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Political Staff
NEXT YEAR, six of the

world’s most industria-
lised nations and the EC
look set almost to double

the R450m they commit- ./

ted in direct and indi<
rect aid to South Africa
in 1991, diplomats said
yesterday.

Following the Tuesday
pledge by G-7 leaders to
help South Africa revive
growth and create job
opportunities for blacks,
the diplomats said their
governments would con-
tinue to plough money
into projects they had
identified.

Japan is the only G-7
member which does not
channel aid to South
Africa.

Most of the R450m
committed, and the
largest proportion that
had been spent, was on
education and housing,
they said. Other areas
earmarked for aid were
health and social wel-
fare.

The diplomats were
unanimous that there
was an urgent need to
restore growth to the
economy to reduce
apartheid inequalities.

THIS WAY ... President Mikhail

e ity ..
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mc_.cmn:mﬁ and President George
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Bush, under the watchful eye of an unidentified interpreter, shake
hands at the start of yesterday’s meeting.

One said that while aid
efforts were having a
good effect, South Afri-

ca’s economy really’

needed access to IMF
and World Bank loans.
US and British diplo-
mats and the EC repre-
sentative estimated that
aid from their govern-
ments and the EC collec-

r
1

-

tively would increase
from the current R450m
to R'730m next year.

If Germany, France,
Canada and Italy made
similar increases, the
total aid package would
double.

US Information Ser-
vices public affairs
counsellor Mr Kent

Picture: AP

Obee said President
George Bush, on an-
nouncing the lifting of
US sanctions, had said
his country would
double its R170m aid
commitment to South
African projects, mainly
in education and hous-
ing.

German embassy

I
i !

. .-” -
4

spokesman Mr Fritz
Diehm said that while
his government would
increase aid next year,

resources were limited.
because his government

was committing large
amounts of money to re-
habilitate the former

East Germany. .
A British embassy

spokesman said his
government was spend-
ing about R50m on about
300 projects this year
mainly involving educa-
tion, housing and social
welfare.

It is understood Brit-
ish aid could rise by an-
other R40m in 1992,

The Canadian embas-
sy said it expected ils
government substantial-
Iy to increase its aid
from the current R23m
once South African re-
form was accepted as ir-
reversible.

The French and Ital-
ian embassies also
spoke of substantial in-
creases, but they would
know the details only
later this year.

@ Superpowers agree on
arms treaty — Page 3
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E SET TO TAKE A LEAP

Rode has been campaigning for housing subsidies -
pin for second-time house buyers, not state subsidies for

LOW FLAT RENTALS

By REG RUMNEY \l\“ﬁ\"_\\ 20 (VB
FLAT rentals arelow and should see a tremen

A |two years’ time with the next upswing. &rst-time house buyers —to be abolished.
This emerged at a property conference organised by Er- The government has phased out the {ax benefit of sub-
win Rode’s Real Estate Surveys. sidies.

Rent control has been blamed for low rents and hence What little remains is the benefit of the difference be-
_|the dearth of construction of new flat blocks. The argu- tween the official interest rate, now 19 percent and the
ment ran that no one would put up a new building while market rate, now 20,75 percent.
rents generally were kept low by rent control, 1f a homeowner gets 2 subsidised home Joan of 19 per-
However, Rode added, rent control would by theend of  cent he pays no exira tax. ~ i
the year have been completely phased out, but fewnew Ifhegeisa subsidised home loan below that, he paysi =
fiat blocks had been constructed. - tax on the difference between the lower rate and 19 per-| 2
Even with the passing of rent control it still doesn’t pay  cent. t | 4
to put up a block of flats for renting out to tenants. Go thereisstill a benefit in the subsidy. This, believes| |
Why should this be? Rode. Finance Minister Barend du Plessis is likely to al-
‘Rode’s theory i< that housing subsidies have been the low to dwindle until it becomes {ax neutral or even tax
real cause of persistently low fiat rents. Flats form part of punitive. S
a bigger market for accommodation which includes hous-  Gettinga subsidy would become {ax punitive if the offi-

ing, he explained. . cial rate stayed at 19 percent and the market rate fell be- é
Rode reminds that house qubsidies distort the market, low that. | | : ﬁ
and many homeowners have been subsidised. Rode forecast that as thetax benefit disappears within af ;

The landlord has not been able to put up flat rentals, be-  year, employees will be banging on their bosses’ doorsy '
cause beyond a certain point it pays the flat renter to move  asking for house subsidies to be changed to cash pay-
out and buy a house if he has a subsidised mortgage ment which they can spend as they choose.
bond. Rode said the selling off of flats on sectional title would}’
For example: John and Mary are renting a flat, and the  also put pressure on fiat rentals. Up to now there had
rent rises to R500 a month. Then John discovers he can __beenno measurableimpact. . .. |
buy a house for R500 2 month with the addition of asub-  How much flat rents will rise is difficult to gauge.
|sidy from his employer. It malkes more sense for themto  Demand in the rental market has also been distorted 10}
buy the house than pay the higher rent. some extent by the Group Areas Act. -
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More than 60 percent Of
black South Africans
cannot afford a house
costing more than
R12 000, while for 15 per-
cent the affordability
ceiling is R2 500. 3

Against this back-
ground, added to the
ever-increasing squatter

problem, Condev Homes,

the housing arm of con-
struetion giant Murray &
Roberts, has launched a
project o provide basic
homes for low-income

groups.
Steel product

Mike Cotterell, gener-
al manager of Condev
Homes, says two corl-
panies in the M&R stable
were given a brief eight
months to design and
build a no-frills home
which would sell for
about R5 000. 2

«Using the Waltberg
systern, Ribco has pro-
duced an excellent steel
product, while CI Cara-
vans’ teams have used
iheir own technology to
make a house from vacil- \
um-laminated sandwich !
panels.” A

Both building systerns |
lend themselves to a vel-|
ume production withia
potential of more thdn |
4 000 homes a year. 3 |

«These units must oty
be seen as permanent |
homes but when com-
pared to the squatter hat, |
they are a perfectiy!
acceptable structure for,
the short to medium!
term until better housing:
can be afforded.” C
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to.fund housin
. §7i SEAN VAN ZVL, -
THE issiié of ‘new government stock to
fund-black -housing dévelopment could be
on the cards next year; A
It is expected that the governmént-ap-
| pointed housing advisory committee;head-
ed by.Joop de Loor, will recommend this in
Ats report'to be presented to Cabinet by the
| “end of:the year."* - e
_The placing of government stock; possi-
bly thréugh a new- housing corporation,
‘would..unlock millions.of rand curiently
tied up'in. pension and life funds, De Loor
sald:in:an interview yesterday, . - |
- The? 10-member advisory committee
was:appointed by Cabinet at the beginning
of theiyeal to formulate a unitary housing
¢ development policy, = 7 .
- De;Lioor.said; “The eommittee 'was not
- only-charged with'recommendinga’ uni-
‘taryshousing policy, but also an ’opt}mum
means:ofiimplementation”. v
While~it: was necessary to encédurage

3

|- privatexsector participation in'‘develop-

| ment it:would be impossible to address the
outstanding housing backlog without finan-

'. -cial assistance from government, De Loor
said, s, - vy

. ELINE |

| --++He'said future state assistance would be

| aimed:i“atthe man with almost zero in-

H-come”~and would -have to come ‘out of

| taxpayers’ pockets, . |

1=+~ ‘De~Loor said the housing committee’s
final report, expected towards the end of
.the year, would influence government’s fi-
inancing and biidget allocations. for the
#1992/93:fiscal year... . . i |

1"The -committee's “fechnical’ investiga-

tion’t:would be:completed by the end of

(qext:month, with.a first draft répurt made

-available;in September.- . 1&,3}; :
|

/. The comitiee may then ol

H - 1;: Lol L Pajarl, =y N . L M ERLERE 2
" workshopk coimitrywide to, engpijta

bodies.and other drganisations: =Kt this -
has-nigt been finalised, . PbIEE s et
“However, it is:imperative that the/final
report, presented:to. government“includes
juput from grassroots, coimuriity level -
hrough:to,the inajor financial’ players.”-
:De:Loor beléives: the daunch- of a new
government-undéiwritten, Stock-would be
snapped:up. readily by life*companies to
avoid. further investment regulation,

Tegional [
myent fronthe businiéss sectof; edmmunity. |
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investment 1n

SA property
Finance ?ahBG;\ﬂk‘m .

Affluent residents of other
African countries are €ye-
ing the South African resi-
dential property rharket
as a potential investment,
reports. Ronald Ennik,
director of Pam Golding
Properties (Transvaal).

Mr Ennik says the or-
ganisation has' already
met a delegation from
Kenya and has had en-
quiries from such coun-
tries as Zimbabwe, Ivory
Coast and Nigeria, “South
Africa is recognised as the
powerhouse of Africa and,
like Botswana, is one of
the most successful eco-
nomically.

. “It’ therefore comes as:
no surprise that wealthy

~ people in the rest of Afri-

ca will‘'want to be part of
this success story.

“Despite its present
problems, this country and
its economy are perceived
as a sound long term in-’
vestment.” |

Mr Ennik says an in-

. flow of investment could

have d significant impact
on the local market.
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Govt “‘will have
to subsidise &,

enbh

Service Costsse

By PETER DENNEHY

THE government will probably have to subsidise
the provision of services to impoverished communi-
ties at below cost,

This was said yesterday by development consul-
tant Mr Colin Appleton, formerly of the Urban
Foundation, at the launch of a technology olympiad
at the Cape Technikon.

Dozens of Std 9 pupils from all departments of
education are to compete for a R12 000 hursary from
Eskom, by designing “appropriate technology” solu-
tions to probiems of urbanisation in the Western
Cape.

Mr Appleton said one of the reasons behind the
financial failure of black local authorities was that
many peopie could not afford to pay even the ap-
proximately R50 a month it cost to provide them
with basie services necessary to maintain health.

Most people in places such as Khayelitsha had
incomes of less than R400 a month, and many
earned less than R200 a month.

Mr Appleton said many boycotts of service charge
payments occurred simply because residents could
not afford to pay their bills.

i
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A NEW property owner-
ship guidance pro-
gramme covering nine
basic information issues
identified as essential for
lower income propert
owners has been devel-
oped by the SA Housing
Trust {(SAHT).

Some of the issues deait
with are the advantages and
disadvantages of home own-
ership, available assistance,
affordability, building con-
tracts and money matters.

The programme is the re-
sult of the trust’s extensive

market experience accumu--

lated over the past three
vears in providing guidance
to potential homeowners.

The Trust developed and
introduced its first home
ownership information pro-
gramme to clients in the
lower income communities
three years ago.

“We provided them with
the information they needed
to reduce their own risk by
being fully aware of the pur-
chasiyg process and their ob-
ligations in property owner-
ship,”’ says corporate

communications head Mike

Fowlds.

?"'EI tr e .-"_\‘I:':r _u_,r::t et =l rc:::fi?: "Iil:f.":l ﬁ. v i

IO S ERN O )

.;."?:é’ S R i TR g it 3{'}{"

jof i SRR LR S B Y
w b

N | e i ,F\-,.%_.'i-:rf-"-'

s
a
IIl -
- N

aE AT - A m w—— == - —————m 1

4

. | "
e A '\-"---:-ll:.-I
H Et L.""%:-_‘&-b H r
T aat - ) ' ‘:I:PI
Sl 'ﬁ-:&:’ﬁf_’,i
'n-l__- Tty l‘_,:,:_ﬁfu ' _':”:'l

P

.-f-:rf"e:’f'f:r':?:;;.'f;-:-.r H o

The Ciskei Building Society’s now head office in Bisho, designed by Raymond

scaled 10 form a link betweaen the CBD and an upmarket residential area. However,
ample growth in the society’s business and cater for the needs of a modern financial institution.

This also reduces risk for

financial institutions, he

adds. The “direct interface”
with the property owner and
community facilitated the
new property ownership
guidance programme, which
will be available nationally.
It is hoped that companies
will help implement the pro-
gramme.

The SAHT’s initiative
could lead the financial insti-
tutions to return to the lower
income property market
with long-term financing.
This in turn would boost the
building industry.

The need for accommoda-
tion in lower income com-

Drake of Osmond Langa, is L-shaped and
the building is farge enough to allow for

‘be risks, leading to mistrust

‘“ -

—_—— - _— -

munities is believed .tu_be |
1,8-million units, which |

oo

idance before fhey took
ion, there would still

and discontent. - ..

Statistics indicated there

were about 5,2-million
households in SA with a
monthly income of less than
R2 000. Most of these people
would need some form of
financial help, and all would
require guidance about
property ownership.
. Fowlds said employers
should play a part in inform-
ing their employees about
property ownership.

“We will willingly train
companies’ human resource
management to present the
programmes to their staff,”
Fowlds says.

-_——— . - - —

means the rate of providing . ... _

homes has to be increased
considerably. |

Fowlds said that with the
recent introduction of the In-
dependent Development

Trust capital _ﬂl}]ﬁin:}:,r_,4:111I

land, more lower income
earners would have access
to property ownership. How-

ever, without the necessary I _
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| Dam-side - t fq
dIm-side project caters or
. ' Al
second hotne'On Wat tfront’
THERE is a trend towards smaller, more two to four bedrooms — style and Iuﬁatgun
Secure homes, says Kondotel marketing  of the upijt.
MD Gavin Michaelmore, “The development is aimeq primatilyjat
“People are becoming more Security  the ‘second home' market and is just-z4(-
conscious and are tending to move away  minute drive from both Johannesburg and
from the larger property to the upmarket  Pretoria,” says Michaelmore, :
cluster homes ang townhouse develop- . The development is set on 150ha fwith
ments, which offer ajl possible amenities more than two kilometres of water front-
and improved security.”. age at the mouth of the Crocodile iver.
As a result, people were also looking at  “No motor-driven boats will be allpwed
opportunities for heliday homes in an oyt- here and we will bujid our own harbour
door environment. and have 3 boating lane onto the dajn.”
“Second homes are becoming ever more The company has the right tq develop
popular, with groups of people joining to- 959 units, and development wili take place
gether to form syndicates and then buying . over four to five phases. In addition, ghts
a luxury place between them,” he says, are in place for a 100-suite hote] |
Research had shown that these “second “The development will be sensitfvely
hmpes” should not be more than two hours planned so as not to disturb the environ-
drive from the first home. ment. We have worked in co-operfition
IIE d"AfI‘iquE, a waterfront d‘E?‘ElﬂPﬂlEnt with the local authuritjes, and the De art-
on the Crocodile River as it enters Hart- ment of Nature Conservation looked f the
beespoort Dam, is under construction and ecological side of this,” Michaelmore ;.says
intended to cater for this demand, . . -
- While it is not designed as a develop- o Tl;,iugr ﬂggiaignkﬁgm"ggﬂﬁgf:n"& ;ilg:
“ment to attract Syndicates, phase one js wfrk pe p {
- based on an island concept and consists of ' | ’
30 units"priced from R3s50 000 to R600 000. “The develdpment wil] start as g sﬁ:are
Two units have been sold so far. block scheme with conversion to sectfonal
Nine different.plans are offered and the title later. A home loan scheme is pregent-
variation in price depends on the size —  lyunder investigation,” Michaelmore says.
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IF you have been fol-
lowing this series of
articles since it first
appeared in March
this year, you should
by now have a good
understanding of the
processes involved in-
b’uj'ing a new house.
~In addition to these,

we -also discussed the var-
ious -housing options cur-

e

rently available - conven-
tlenai and starter heuemg,

a5 well as an exciting new
ceneept that will: soqn. al-

low frrst-trme home-
owners to buy thelr OWn
ground for j just a few hun-
dred rand in convenient ,
newly laid-out townships. -
. In. case you: missed
reading any of the articles

m the. series, let ‘s take a
qmek leek at some of the

main topics covéred over
the ‘past few months.
Ear]y in- the series, we

rnet Alfred ara:l Selma*

Kunene 7who are at pres-

ent’ burldmg a conven-.

trenaL home in Vesleerus*
eostmg R45 000, melucl-

ing greund
i Money

wl
1'1"'

Thrs 18" ebweusly far

more” money than the’

Kunenés' actually had in
eash~r So like many other
prespeetwe homeowners,

they“asked FHA Homes

to, help them apply for a

heme lean (bend) from 2
burldmg secrety |

Within a couple. of .
weeks ‘they were told that.
provided .they had a high
enough income to afford -

to make the necessary
monthly repayments, the
building society would
lend them 80 percent of
the funds needed to buy
their® ground and have

therr home built for them,
~ It'was up to them to

raise a deposit of the

remaining 20 percent,
Fortunately, the

Kunéries had managed to

aave ax depesrt of R9 000

everﬁ’ihe “years;, and. their-<:

 present income of R2-500
- a month easily qualified

Home ownership is not a privilege. It is a just
reward for hard work and perseverance. But
how do you set about buying ground then
financing, building and maintaining a home?
Join us every Thursday to learn the answers ...
and i you still have any questions, write 1o

Jacky, PO Box 260835, Excom, 2023.

them for a bond of about

R36 000,
Alfred adnd Selina

learned that they would

be able to pay off the
money they owed the
building society in
monthly instalments over
20 years,

These instalments

~ would include all interest,
administration fees and -

insurance premiums..

Interest

At the present interest.
rate, instalments on a

R36 000 bond amount to
areund R605 a month.
But the Kunenes were in .

for a pleasant surprise. In- ‘f
itially; they would'pay’ far
" “Jess than this.

Because they: earned

. less than R3 500 a month,
-and because -they were

buying a newly -built

 the Government, which
would pay about R195 of

their monthly instalments
over the first few years.
"Even with this sub-

| ':’srdy, Alfred and Selina

knew that it might some-
times be.a struggle to pay
their.instalments.

. But-in a few years’
time, their house would

probably be werth a great

deal more than they had
paid for it.
So if they later deerded

1y sell_ it, the extra money
would be theirs to invest.

In an even better home, "

And with the Greuﬁp

Areas Act now gone, they
are looking forward to the
future with new hope and .-
determination., .

- ;At this stage, r-yeu rna}f
“well & be . say ying: . . “That’s” |

fine fer the Kinenes, Biit

A

— R W—

not everybedyahas mana-

ged. to save ds:much as
“R97000. " for..a depesrr

And:not- everybedy earns
as much as they do,”

If.; raramg aj 20-percent
deposit.i§ yeurspreblem,

good solution would be to-

—a .r-l"'q.d--r

buy a huuae fer which

you need- a; bend of Jess -

than R35 000;" (Thra ﬁg-

ute is. llkely to .be .in--

creased soon.)’ Thra way,
you can take advantage of

a special opporfunity cre- .
ated by the Loan Guaran- it
tee Initiative, and reduee,
your deppsrt fo; ,t' ive per-*:
heent PR g

L]

|

'.- ~aat” roa!
s '-r"”t "‘:r
.Il"

Insurance

ﬁ"!_ )

ance called Deposit ‘Re-
placement Cover,.

At the same time, yea'
“will have to take out a

housé, ‘Alfred and Selina- “second  insurafice; called-*

- qualified for a first-time
homebuyers subsidy from

Risk Reduetren Insurance
(this applies to ererybedy
who takes' out’a. bond of
about R35 000 or less).
Before rushing off to
apply for - Deposit Re-
placement Cever ~you

i‘ll

Iempleyers wherl'ier they

o .-l--"'

are prepared te ~h;eI]:u you
fi nanee yeur new heuae.
Mest ‘civil™ “Servants

and some ernpleyees in
the private sector qualify

for lew-eest loans “and
SUbSldIeS . :_‘;ra:.-a p

'''''

Unfertunately een—

31,.1

ventional homes “are " still
out of most- peeple S

reaeh But there. are other |

alternatives.: ., ™. 5
Next week, we‘ll take
another quick look at the

- cheaper options ranging
- ““from.. around R28 000 10
less than "R1 000.

f" 5 ':‘lr-:jj.

PrEpared by FI-IA

Hemea.

.-l"!-.I" "

i‘%‘* The - trick. here is 10"
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- LEADING representatives
from 28 organisations will take
part in a forum on hostels at a
- half-day seminar at Midrand
- next. Thursday.. ; b
-~ The represeéntatives will
-Speak-for eéxtra-parliamentary
groups, civic organisations,
trade-unions; the private sector
and ‘the government, Others
with an interest in finding com-
mon ground on hostels have
been invited, ., . . "
The forum. will' explore how
communities might take part
in finding solutions to hostel

. problems, .
'+ + Task groups will bé’appoint-
ed to follow up this. .- ..
'; - Facilities are being provided
-tor the seminar by‘the Indepen-
dent. Development Trust .and
the Development Bank of
Southern Africa. ™ W
~.Dr Simon Brand, Deyélop-
- ment Bank chairman andchief
. executive, and Mr.Jan .Steyn,
IDT chairman, noted that. as
- development agencies ‘their or-
- ganisations from time to time
had been approached to sup-
port proposals relating’ to .hos-
tEIS. v Lo ST
: “The diverse. nature: of the
proposals has led us toicon-
- clude there will be consider-
able benefit in evolving a
shared appreciation of the “op-
portunities and constraints
among the principal actors: in
‘this area of activity, -~
“Therefore, we took the Ilib-
erty of informaily contacting
interested . parties to initiate a
process.to deal ‘with these is-
sues.” : )
They appeal in a joint state-
ment for participants.to .re-
spect the sensitivity of the hos-
tels issue and thus, “avoid
unnecessary speculation, con-
flicts-and-tension”,
~ Mr Steyn will-give an open-
ing address at the seminar and
Professor Dan Smith of the
University of Natal will outline
the hostel situation, .
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PROPERTY TAXATION

PROPERTY

2%

Talk that an ANC government might target,
among other assets, fixed property — espe-
cially second homes, in its proposals to tax
wealth — has set the ¢cat among the pigeons.

It could explain why there has been a
sudden flurry of interest among property
owners in rationalising their holdings, which
is one way of the wealthy avoiding becoming
milch cows for any socialist-inclined govern-
ment.

Estate agents caution, however, that the
time is not yet ripe for them to rush out and
sell the family holiday cottage or second
home at Hermanus or Plettenberg Bay. Any
attempt to introduce a capital gains tax, they
point out, is likely to be severely constrained
by the need to maintain a high level of
stability and growth for the economy in the
years ahead. |

More particularly, introducing a capital
gains tax is one surefire way of killing confi-
dence and new investment In any economy.
Certainly, people like property economist
Erwin Rode and the UBS’s Hans Falkena
seem satisfied that there is no reason to panic
-— at least for now.

Even ANC tax adviser Lieb Loots, whose
comments on the need for some form of
wealth tax may have prompted the scare,

sees problems with implementing an effec-
tive tax on fixed property. He readily admits
that targeting second homes for special tax
treatment (as distinct from municipal taxes
which are already payable on most of them)
would be difficult to implement and almost
certainly encourage owners to indulge in tax-
avoidance schemes.

“People would do all in their power to
bypass such taxes by, for example, transfer-
ring a property into the name of a spouse.
The result is that it would simply create the
need for a large and costly administrative
infrastructure. This would nullify any ad-
vantages derived.”

But that doesn’t, he says, mean property
should be exempt from some sort of addition-
al taxation. “Some would argue that the
whole tax system needs reforming so that
ordinary salary earners aren’t, as they are
now, excessively burdened by taxation. And
the collection of property tariffs would be
part of any overhaul.”

Tax reform, he argues, should have two
objectives: to establish a system which 1is
perceived to be fair by both wealthier people,
who bear the brunt of taxation, and poorer
people who do not, and to establish efficient
methods of generating State revenues which
are also conducive to economic growth.

“The problem would be how to compen-
sate for the loss of revenue in a tax regime

which, for example, lowered the top margin-
al rate and reformed company tax. The prin-

ciple is to have a more-or-less balanced tax
net spread over many areas, rather than a
few taxes bearing the brunt of revenue needs.

“In the context of perc¢eived fairness and
the efficient generation of revenue I would
probably suggest reforms which replace the
present flat rate tax with a compensatory
mechanism such as a progressive property
tax.”

Fixed property could be valued on the
same basis as now but perhaps at more
regular intervals. A moderately progressive
tax would then define, for example, three
brackets — up to R100000; R100000-
R500000; and R500 000-plus. The owner
would, on a graduated scale, pay a percent-
age in the rand on that value in tax.

“This should meet ANC concerns about
wealth redistribution. At the same time it
need not be implemented in a way which
would either act as a disincentive to property
owners or lead to an inefficient bureaucracy.
In fact, no additional burcaucracy will be
needed. Theoretical literature and research
on tax systems suggest that this kind of tax,
if correctly structured, is fairly efficient and
desirable because it doesn’t, for instance,
influence decisions on where or how one
saves and invests.

“The present dispensation, in contrast, en-
courages institutional rather than other sav-

SOFTLY, SOFTLY 0

ings, with the resuit that insufficient capital °

€Co-

L1014
implies a socl

nomy and within that ambit property be-

|25

“In that scenario one perceives a lower
economi¢ growth rate and property tends to
be in less demand in low-growth economies.

comes a lot tess desirable from many points
So property would lose its lustre as an invest-

of view because that, in essence, means tak-
ment haven. Any taxation of property on top

ing from the rich to give to the poor as a
process of wealth redistribution.

PROPERTY — v~
ANC governme

of that will only exacerbate the situation.” W |

is channelled into areas like venture capital.
A progressive property tax would not have
this effect,” Loots asserts.

Predictably, there are many who take the
contrary view, Econometrix’s Azar Jammine
says the ANC has talked about targeting
second homes — particularly those not lived
in — for special taxation. But he insists such
a policy is “totally anti-capitalist” and would
undoubtedly lead to a stagnation in the re-
sidential property market. “Fortunately, the
ANC seems to have backtracked on the
1ssue, he adds.

He has some sympathy for the concept of a
broader capital gains tax as a means of
reducing the burden of taxation on income.,
Like Loots, he argues that the net effect of
the current taxation system has been to cre-
ate a “paper chase of financial assets on the
stock exchange and, to a certain extent, to
facilitate excessive commercial property de-
velopment to the exclusion of housing.”

Sapoa president Derek Stuart-Findlay
stresses that Sapoa must “emphasise the
importance of the free-market system and
frechold ownership of property in the wealth
creation process, and anything which im-
pedes that process will affect investment
generally as well as investment sentiment.”

Adding his support, property economist
Nevilie Berkowitz notes that “‘any taxation
of property is negative for property. égp
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| OLD BLOCK

rs include IGI, First National Bank,
srinaker, Genrec and Blue Circle.
. Phase two comprises another 18 units
vith selling prices starting at R450 GOO.
construction has started on six of the
romes, designed by architect John Hal-
ord of MLH. According to Grinaker,
our are already under negotiation.
. Buyers apparently have considerable
say in the interior
layout and finishes
of their homes, |
while overall archi-
tectural and aes-
thetic standards
are ensured by
maintaining a ge-
neric design theme
for development.
The project was
conceived by sugar
and cattle baron
Denis Barker after
he visited classic
golfing estates in

gt . the US.
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HoD is not “insensitive=)

THE House of Delegates would in futnre ' @

_ : ‘ _ - Particularly black South Afri
h‘ave;_ 1}0 d:fficu_lty In accepting applica- providing ““in excess of R%caz?liiligz
ions for housing from people of all worth of Japngd resources for the develop-

races, according to Mr Baldeo Dookie, ment ' :
T , of informal housin
acling chairman of the Ministers Coun. community”’, g for the blac

cil. T}uﬂ'v"'\r 2 S\ :
Dockie, who is als;\ a::\a‘,i}g\Minister He said of the 60 houses complete

of Housing in the HoD, was commenting Marlboro Gardens, an Indian tD"-"-’ﬂShip

on the “‘illegal’’ occupation of 60 newly- near'AIexandra, 50 had been allocated to

built houses in Marlboro Gardens by a 2pplicants on tl}e waiting list, some of

group of Alexandra Township women Whom had waited for more than 15
last week, years,

 He said the HoD had taken a “*pro- The houses were stangj

: : ‘ tandin

..active stand in working towards a new ‘cultural and refje; g EHEP Y f?r
s 1d 11 Igl0us reasons”, This

outh Africa” and had demonstrated its  apparently created the impression that
concern over the plight of the homeless, -they were vacant, saig Dookie,
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Leaders from extra-par-
liamentary organisa-
tions, business and the
Government yesterday
agreed on the setting up
of a permanent steering
committee to address
the country’s hostel
problers.

The meeting, held in
Johannesburg and at-
tended by more than 80
representatives from the
ANC, PAC and other po-
litical organisations, is
helieved to be the first at
high level since the out-
break of violence at Reef
township hostels.

The Development
Bank of Southern Africa
(DBSA) and the Indepen-
dent Development Trust

‘g0 Trust national direc

. . oo o L (AL TRET :‘-‘;f','i”'*“‘i-""“;* .
(IDT), which organised “plications for 'assistance
the seminar, will liaise -inupgrading hostels. °
with extra-parliamenta- i #We both realised,
ry organisations and the ‘however, that to rush
CGovernment over pro- . iinto ad hoc responses
posals on hostels. +. "that cannot be sustained
Among the delegates on2 national basis would
were Thozamile Botha, compound rather than
head of ANC's local gOV- golve problems. .
ernment department; #::‘.“Mter sounding out
Moses Mayekiso, trade .the different organisa-
unionist and SACP exec ~tions and interests repre-
utive member; and Kagi- - :e.ented here, we felt that
. ‘/a preliminary discussion
tor Eric Molobi. 4§ .- of the subject should
An estimated 1 million  take place. The objective
migrant workers from would be to seek a
Ciskei, Transkei, Natal _hroad-hased consensus
and southern African onhow a process through
countries lived 1B 220 which an acceptable and
hostels countrywide, DT -sustainable outcome
chief executive Jan 4 could be obtained.”
Steyn told the seminar. s Steps taken SO far to |
The IDT and the DBSA  upgrade hostels were in-
had received many ap- adequate. . % |
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R2,84bn needed
to replace hostels

JOHANNESBURG. — A -R2,84-billion state subsidy
would, be needed if South Africa’s migrant labour
hostels were to be demolished immediately and the
more than one million residents accommodated in
site-and-service schemes along the lines of the Inde-
pendent  Development Trust’s capital subsidjy

23 et 2[gjql 5
P

tectureand Allied Disciplines at the University of
-HE‘- | L g

" _“Thi§’amount, it should be noted, is nearly three
times bigger than the 1990 national budget for black
housing of approximately R1 billion and four times
the Independent Trust’s R750 million capital subsi-
dy allocation.” | :

He. §ajd the capital requirements for upgrading
hostels'would vary between R1,5 billion and R5 bjl-
lion, or,R2 000 to R5 000 per bed, depending on the
numberﬁ:}:‘f hostel-dwellers needing family accom-

'l!l-'.l e T

modation:.and the level of the upgrading! ‘

4

:-“EI e .
wThe"paper-suggested there was no- “quick fix"” to
the Liostel issue, — Sapa
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Those who were hoping that the scrapping of
the Group Areas Act and lifting of sanctions
would herald a fillip in the residential prop-
erty market have been sorely disappointed.

Inflation and high interest rates, the de-
teriorating security situation and rising un-
employment are all taking their toll on the

market. House prices are down in real terms
as repossessions climb.

The market is extremely volatile: it is said
to respond almost immediately to any nega-
tive political or economic news. So much so
that estate agents already report a drop in
buyer interest since the Inkatha funds scan-
dal broke a fortnight ago.

There is much talk of an imminent eco-
nomic recovery {the JSE already seems to be
discounting one starting next year) but it is
clearly going to be a while before house
prices start hitting new highs,

An indication of just how flat the market
has been comes from Aida Geffen who points
out that house price increases in Johannes-
burg’s northern, eastern and western suburbs
have declined since 1989, In the four months
to June this year they rose just 2%. Last year
they rose 9% over the same period and in the
previous year 30%. Nationally, she says, the

decline was less steep but the trend the same.
The .increase in average house prices has
declined from 9,3% to 8,1% and finally to
1,6% over a three-year period.

.- Geffen notes that there was a glimmer of
optimism with the lifting of sanctions and
normalisation of some of SA’s international
sporting ties but it flickered out when the
Inkatha funds scandal broke. “There has
already been a noticeable waning of interest
by buyers. It’s too soon to say whether the
damage will be lasting.” |

Her views are endorsed by Mutual Mark’s
Graham Lesch who says that any spark of
optimism from the easing sanctions and abo-
lition of the Group Areas Act has been
negated by the latest political developments.
“Any statistical indication that house prices
are rising is probably due to new house prices
that are increasing as a function of building
costs rather than market demand.”
~ On the brighter side, residential developer
Oswald Buchner notes that once confidence
returns and interest rates fall, house prices
could shoot up because of suppressed de-
mand and the fact that increases have lagged
those of new houses. He believes this is likely
to happen sooner rather than later,

FNB’s Pat Lamont confirms that the mar-
ket is being artificially held back by tight
monetary policy and high inflation. *This
has undoubtedly affected investor confi-
dence with the result that there will be.a time
lag before the economic benefits are
reaped.”

..\13

In the meantime, though, both owners and
the lending institutions will have to weather
the storm. The NBS, for example, noted in
its annual report that repossessions on mort-
gages had almost doubled from R37m to

R67m.
Allied’s loan book remains at about

last year’s level (down in real terms) but
lending manager Len Greenfield says repos-
sessions are up by about 30%. They are
apparently highest among black owners and
lowest among Indians.

Even so, Lamont believes the repossessions
should be seen in perspective. “Defaulting
mortgage debtors that result in sales in ex-
ecution are within the expectations consider-
ing the prevailing economic conditions,” he
observes. u

s




| THERE’s no substitute’ for - ==

real-life. experience. The wis-
dom of this was underlined to
me once-again earlier this
month when I put a property 1
purchased as an investment
on the rental market,

After all, I've been saying
for months now that I consid-
er a second property to be a
good investment. Although
this is not the first time I
have put a property on the
market, either to sell or let, it
was nevertheless once again
an interesting experience.

It also served as a pointer
to what people want when it
comes to renting some kind of
accommodation,

The property I purchased is
in the northern suburbs in a
new development. I bought
for many reasons, as I consid-
er the property market very
attractive at its current
levels,

Building costs

Also, with VAT coming in
on September 30, it is bound
to push up building costs con-
siderably. -

Other reasons why I think

property is cheap right now
include:
- @ The economy has most
probably passed the lower
turning point and a slow and
gradual upturn can bhe expect-
ed from now on.

"Some economists as well as
the Minister of Finance, Mr
Barend du Plessis, are expect-
ing a growth rate of about 3
percent next year.
® Interest rates are unlikely
to rise further and, depending
| on the inflation rate, could be
down one or two percentage
points before the end of the
year. This is likely to boost in-
terest in the residential prop-
erty market.

Immigration

® Immigration figures indi-
| cate that South Africa is now
once again attracting a net in-
| flow of people. During the
first quarter of the year the
net gain was in excess of
3 000. Where are they going to
stay?, I ask. myself,

® The differential between
bulldmg unsts and second-
hand prices iS now more than
30 percent — historically very
high. This gap is likely to nar-
row as new houses are made

MAGNUS
HEYSTEK

But back to my house-let-
ting exercise. I was once
again astounded by the peo-
ple-pulling power of The
Star’s classified ads. I had
barely landed at the office
when the phone started ring:
ing, and it didn’t stop ringing
for days.

Questions

The questioning normally
went like this:

(a) Is there a maid’s room?

If the answer was yes, the
next question was:(b) Any
lock-up garages; (¢) How
large are the rooms; (d) How.
many bathrooms; (e) How
much is the levy?; (f) How far |
is the townhouse from on-}
ramps to the main highways?;
(g) Are animals allowed in the
complex? ;

Many people did not pass .
(a). It seems that domestic
help is still a very important
factor in most people’s lives.
Second in importance are
people’s cars and then come
bathrooms.

So, for other people.consid-:
ering investing in a second
property as an investment
this should serve as a guide-
line as to what the market
mostly wants.

Black people, and there
were several interested, were
generally moving out nf areas
like Soweto and Hillbrow to
better areas with better
schools, less pollution and
traffic. This was not an im-
portant factor amongst
whites.

Security was also a major
consideration for both race
groups. '

On average, white people
were more concerned by the
size of the rooms thin black.
people. This refiects different
backgrounds and differentj
perceptions. '

But the days of large'
rooms, unless one can afford-
them, are definitely over."
Building costs are just too-
high for that, 1.

At the end of the day I ae-:

tually had to make a choice as-i
to whom I was going to let the -
property. 3
But I remain eonfident that';
it will prove to be a good in-;
vestment over time. But then'
again, only time will tell,

even more expensive by infla-

tion and VAT,

® Foreign buyers, particular-

ly from countries like Taiwan

and Japan are already looking
¢ for investment opportunities

in the property market.
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'R200m lying fallow in |
. e o ® ©n _
|deteriorating sites = |

MAGGIE ROWLEY

Business Staff

MORE than R200 million of gov-
ernment money is lying fallow in
deteriorating serviced sites for
low-cost housing as a direct re-
sult of a shift in state housing
policy.

At least 20 000 serviced sites fall-
ing under the House of Representa-
tives have been mothballed this year
following the redirecting of housing
funds to the Independent Develop-
ment Trust, Mr John Hopkins, depu-

ty-director of housing in the House of

j— e

Representatives, has said.

Most are in the Western and Kast-
ern Cape.

Mr Hopkins said in the past, state
funds for housing had been chan-
nelled through his department to lo-
cal authorities who used it to service
land expecting further funds to be
provided for the development of su-
perstructures or to launch 'self-help
schemes.

‘“However there was an abrupt halt
to funding at the beginning of this
year and the allocation we received
was greatly reduced.

“This has created a vacuum in the
delivery of houses,” he said.

He said they had submitted various
proposals to central government on
how funding could be raised to pro-
vide superstructures of some sort for
these sites but they were still await-
ing a response.

The holding costs of the sites were
astronomical, he said. “And the long-
er we have to hold on to them the
more they will cost the huyer and the
more they deteriorate.”

Some of the serviced sites in met-
ropolitan areas, particularly Cape
Town, cost about R15 000 at least.

Limited state funds available were
being used to provide mostly infra-
structure and the private sector, par-

ticularly employers, would have to
start playing a more important role
in the provision of housing, he said.

“However, one problem in using
private sector funding is that it
makes housing unafiordable to low
income groups for which this land
has been earmarked,” he said.

Mr Hopkins said standards im-
posed by local authorities for ser-
vices were often very stringent push-
ing up the cost of sites.

“In future we may have to look at
providing more basic services in the
way of an access road and a water

. conneetion,” he said.
e —




HOme-buyer S J fi;.‘,;:“{ :
fall prey to ye Al
profiteers

Business Staff .
LACK of understanding about home ownership has

resulted in many new home buyers being exploited

by those involved in the sale of properties, Mr Stan

Elliot, regional Mmanager (loans) of the SA Perm

said this week,
Speaking at a function organised by the Con-
rete Masonry Association in Duynefontein this

new to the low income sector of the market mak-
ing them particularly vulnerable, s

He highlighted the case of a widow who recently
bought a house for cash from a man who had beep

Mr John Hopkins, deputy director of housing in
the House of Representatives, said that he had also
heard of cases where people had sold their homes
for cash to unsuspecting purchasers without pro-
viding receipt or documentation and then disap-
pearing with the money.

“As bond instalments fall into arrears the finan-

cial institutions have no choice but to foreclose on
the sale,” he said. '

Mr Elliot said that while financial institutions
had developed income criteria to limit their risks,
efforts were often made by buyers to ensure that
the financial requirements were met in one way or

Stated incomes are falsified sometimes by ﬁie

agent and we have even heard of instances where -

false certified finaneial statements are suppliedon
paynient of a fee, | ) o
- The' borrower is the ope who has to carry the

burden of making reépayments . which’ he cannot *

1 afford.” .
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Inland Revenue has
warned would-be
home buyers not to
allow themselves 10
be pressured into buy-
| ing a house before the
end of September.

Treyver van Heerden,
chief director of 1a% poli-
Cy development, said
buyers should rather
take their time and not
| pay a possible 10 percent
more for a house in
order to save less than
1 percent of its value.

VAT is payable only
on the estate agent’s fee
which is normally ahout

«private sales are not
taxable because the sell-
er isnot & vendor, How-
ever, VAT 18 applicable
on the estate agent’s fee.

««Qn a4 house of
R100 000 the estate
agent's fee 15 normally

............
.. -
.......................
------------------------
lllllllllllllllllll
rrrrrrrrrrrrrr
g m !

----------------
e a -

ahbout 6 percent which
equals RS 000 and VAT
on this amount works out
to R720 — 0,72 percent of
R100 000.”

e said there was also
no tax on transfer duties
on houses bought on S€C-
tional title.

«Technically there
could however he a
slight increase 1n the
selling price because Of

to compensate for the
tax he will have to pay
the agent.”

A spokesma
Estate Agents
gaid even though it was |
not in favour of VAT, the

ahout the new tax. \

The spokesman said .
that to date the board
had not received any .
complaints of agents try- |
ing 1o pressure people
into buying a house be- |
fore VAT 18 introduced. .

If a person has a com- ‘l
plaint, he OF she must |
send it 0 writing along .
with an affidavit to The °
Manager, Estate Agents |
Roard, Private Bag X160,
Benmore 2010.

there was a double com-
mission claim when the
buyer was forced to
work through twO estate
agents.




5.0/90
ters agree
to hostel talks
PRETORIA. — Law.and
Order Minister Mr
Adriaan Vlok and Minis-
ter of National Health
Dr Rina Ventér yéster:
day agreed to discuss
any fuiture plans for hos-
tels and their inmates
with ‘the SA Hostel
Dwellers* Association, .
- According to a state-
ment released here after
| a- meeting. betweeén the
hostels organisation and

R g T

| the ministers,, Sahda

| said.itfelt’past decisions
affecting’hostel dwellers
had been taken without

residents being consult-
ed. — Sapa
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THE residential construc-
tion market is in dire
straits in spite of booming
prices of existing houses
in white svburbia, says

Erwin Rode, editor of the

Rode report on the SA
Propert Market, in his
latest report.

““This is because of
the high mortgage rates in
the case of custom-built
market, and the collapse
of the social fabric in the
black townships.

*“The only sub-sector
which is still doing well is
townhouse construction.
But thls is because of a
secular trend towards_this
type uf accomodation,
which “partially " insures
these builders against the
dwmswmg of the busi-
ness cycle. _

- It is a sobering
thuught that, at the end of
last: Vear, only 2 000
homés were started every
munth Considering the

'-_l__

High mortgage rates ar
blamed for downtrend

backlogs and ever-
growing need, this is just
not good enough,”” Rode
adds.

The  non-residential
construction industry is
still relatively healthy.,

According to the
report, contract prices of
non-residential construc-
tion, a8 measured by the
BER Building Cost Index,
surprised everybody in
the first quarter of 1991
by again accelerating to
above 15 percent.

“It is_too, garly to say _

that IhlS one  quarter’s
msults ' herald a turn-
around in- the: growth
trend. But it nevertheless

' e LI S,

does illustrate ‘that the

growth in contract prices .

is not declining prec-
ipitously,’ he said.

In contrast to non-
residential building costs,
home building costs were
still decelerating at the
end of 1990. This. applied
to both custom-built
homes and mass housing
schemes.

In December 1990,
custom-built home build-
ing costs were about 13
percent higher compared

“with a year earlier,

whereas scheme building
costs were running at only
10 percent compared with
a year earlier.
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CONVENTIONAL
houses, which cost
from around R35 000
ppwards including

ground, are beyond -

the means of most

people.

Everybody, however,

home pl

needs a decent roof over
his or her kead. So in this
article - which is the last
in this series - we'll take
a quick look at two of the
cheaper opticns at present
available,

One of these options is
starter housing, which

HOME ownership is not a privilege. It is a
just reward for hard work and perseverance,
But how do you set about buying ground
then financing, building and maintaining a

home? Join us every Thursday to leamn the
answers. And if you still have any questions,
write to Jacky, PO Box 260835, Excom 2023,

costs less than conven-
tional housing, and ac-
tually gives you the op-
portunity of deciding just
how little, or how much,
you want to spend on
both your {and and house.

If you ecan afford to
pay for a high level of
land servicing, you will
get a metered water con-
pection (o your house,
water-borne sanitation
and full electricity,

<< ~You will also enjoy

sgmenities such as sur-
faced roads, stormwater
‘drainage and public strest

lighting. m_’ﬁ J. /

If you feel that this
will be o costly, you
could opt for 2 medium of
low level of service.

A low level of service
- the least expensive - ex-
cludes exira services such
as electrictty and surfaced
roads,

Future

When you buy &
starter house, you can
also choose how much
you want to spend on the
house itself.

Starter houses are

n for

Ct.ﬂ\wﬂ’...\lln

economically as possible.
But at any stage in the fu-
ture, it's e¢asy to enlarge
and upgrade a starter
house to Suit your needs
to or can afford to.

If you have been a reg-
wlar reader of this series
of articles, you will re-
member meeting Mandy
and Joe, who once never
dreamed that they would
be able to start off
married life i their own
house.

Bur after a visit of
FHA Homes, they lea-
med that if they invested
their savings or R1 500 in
a deposit, they would be
able 1o buy a starter house
in Vosloorus.

Their monthly instal-
ment would amount to

. just over R300 per month,

which they could afford
out of their combined
eamings of R1 300.

What, however should
you do if even a starter
house is too expensive for
you?

At last, thanks 1o you,

istered by The Indepen-
dent Development Trust,
your troubles may soon
be over.

H you eam less than
R1 000 a month, you will
500n be able to apply for
an zffordable, snbsidised
stand im a convenient,
newly laid*out township.

These stands will be
worth about R7 500 each.
But if your application is
successful, it will cost
you more than a few hun-
dred rand to get the stand

transferred into your
TIRITE.
Shack
Once this bhas been

done, you will be free to
build and live in your
own house or shack on
your own ground without
fear of loss of evicton.
Later, as life improves,
you may want to replace
your informal accom-
modation with a
permanent, conventional

house.
The choice will be

RISl

tear -
i
LI i

- r

H n.__,....q,....ntfu_.....__.

heed

M _pw“ 25 )
designed to b 8  arew programme admin-

YOurs.

To be eligible for 2
stand, you musi carn less
than R1 000 per month,
be a first-time property
owner, be over 21 vears
of age, have dependents
living with you and not
have family access 1o any
othrer State housing sub-
sidy.

The new townships
created through this
scheme will bring new
hope and dignity to the
lives of thousands of
people.

. They will be clean,
serviced, safe and well
laid out. .

And most mmporan
they will give you the op-
portunity of building a
secure, healthy future for
your family and yourself.

FHA Homes, who

have had wide experience
in the development of
new areas, have applied
to take patt in this ven-
fure. va L.
If their applications
are successful, they intend
to start work in Augu
this year. 1 g

in Doomkop, outside Dobsonville.
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Trust toffis'down Cape Town coung

TR LTI T

L

CAPE TOWNJ—th ;Uilljé:TGW“-City E‘:-:‘ ' | * Own cul:raspundunt

' iI's application to the Indepen- 0~ —

et Dot 1t 5D o o gl Rl ol
y OWD. rpn , . :

nearly RO b e b council ap U representing 640 000 sites competing

‘100¢ ] bsidies
plied for a grant of R7,99m for the g\ for the ‘100:000 available su
Q

1 060  unserviced S, and many had to be i‘:urned d.ﬂWIT,
g%gtilgﬁ?xeainggr II-Iill.;:Ealst.,.r.-,._. .. . However, the council’s app_lmatuig
"IDT housing director Ben van der 83 would be retained on file-and it Bvug
Ross responded in a letter that his — be able to reapply if more funds be-
hoard of trustees had met on July 13  came available.
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Housi

HOUSE prices can be ex-
pected to increase by
about 14 percent during
1991, says the United in its

latest housing survey.
Although the housing
market is expected to re-
main under pressure for the
remainder of the year, the
outlook for the residential
property market is improv-
ing in the light of higher eco-
nomic growth next year, a
decline in mortgage rates as
well as a net inflow of immi-
grants to South Africa.

“With the economic down-
swing expected to continue
throughout the remainder of the
year and with the authorities
becoming increasingly adamant
on keeping interest rates posi-
tive in real terms by a substan-
tial margin, the housing market
is likely to remain under
pressure,” the survey says.

I__nteresi rates

Interest rates are likely to be
maintained at current levels for
some time to come and a lower-
ing in the Bank rate is only fore-
seen for the first quarter of 1992
with the result that the mort-
gage rate will remain positive
in real terms well into the fore-
seeable future. L

However, United economist
Christo Luus, is modestly opti-
mistic that the residential prop-
erty market is set for a recov-
ery in prices at the first sign of
an economic revival.

In real terms residential
property prices have been de-
clining since the end of 1983 and
are currently lower than they
were in real terms at the begin-
ning of 1980,

However, this is in line with
aggregate economic growth re-
corded over the same period.

It’s interesting to note that
the affordability of housing im-

MAGNUS HEYSTEK
Finance Editor

proved again during the second
quarter of the year.

This affordability is expressed
as a ratio of average house
prices to remuneration levels.
This ratio has been declining
congtantly since the peak of the
property market in 1983 when it
stood at around 140. Now it is
down to just below 70.

However, this ratio does not
take into account the effect of
higher personal taxes on dispos-
able income.

Mr Luus’s optimistic views on
the residential property market
is influenced by factors like the
prospects for higher economic
growth next year, a drop in the
mortgage rate following on pos-
sibly more than one drop in the
bank rate and a net inflow of
people.

“The economy is set for some
higher growth next year. This
will reduce unemployment
while peopie can look forward
to higher wages and salaries.

Also, it should he taken into
account that South Africa is
once again experiencing a net
inflow of immigrants. The out-
flow of about 30 000 people dur-
ing 1985/86 has almost been to-
tally wiped out since,” he said.

The price differential be-
{fween new and.second-hand
houses shrunk somewhat to
about 19 percent during the sec-
ond quarter of this year, signifi
cantly down from 30 percent
last year.

However, this gap is set to
widen again with the Introduc-
tion of VAT at the end of Sep-
tember. Based on past experi-
ence, this should prove to be a
boost to prices in the so-called
second-hand market.

T sources also indicate
that the residential property
market, jarticularly in certain

S
s
3
n

i

areas, has held up remarkably

well despite the severity of the
economic recession,

Whilst volumes are down
prices have kept up well and in
cerfain cases show above-infla-
tion rate increases. This augurs
well for next year when the
economy is expected to grow by

-'__"'——'-_———?- —

gain spar

Woeng B, man T HEIAmm P B i
IV \? | %-:: _ E%;;;;;%ﬁ ?ﬁ?-:ﬁ;iﬁ K

Ll
.
sAuL Befdviies P
- . :i"“':,-' - = et BN S :,:
L R s v AT i, : Peerr
Sy " Iy . R
o B A L XGNGE i T B
e e B 0
':1,1 ‘t”k . % 3 X
e e R ik
1 EH

1% _r . T

anything between two and four
percent, depending on world ec-

onomic growth.

Although the scrapping of the
Gruu_p Areas Act from the be-
ginning of last month has not
had a dramatic impact on prop-
eriy prices, estate agents are re-
porting a steady stream of in-

quiries from black buyers, This
is helping to support prices,

For people struggling to hold
on to their homes, the message
I3 clear: try and hold out for an-
other couple of months, Now is
not the time to be selling. For
those looking for a house, get in
now.
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14pc hike seen for house

MAGGIE RGWEE Pl'm ll‘%!ﬁa!é ::in the second quarter of

Deputy Business

UBS, the largest provider of
home finance, forecasts a 14 per-
cent increase in house prices dur-
ing 1991 and says that the housing
market is likely to remain under
pressure due to the expected con-
tinuation of the economic down-
swing this year and the authori-
ties’ commitment to keeping
interest rates positive in real
terms by a substantial margin.
The increase in the price of an
average new small house in the
Western Cape tapered off slightly
to notch up a four percent in-

this year, according to the United
Building Society’s quarterly hous-
ing review.

On a year on year basis, prices
of new small houses (111m?) in
the Western Cape have shown a
22 percent increase to R20 174,
The average price of older small
houses rose to R104 532 bringing
the average price of small houses
in the area to R106 276, well in

excess of the national average of
R98 300,

Medium-sized new houses
(172m?* have shown a quarterly
increase of three percent to

prices in ‘91

R187 678 and a total annualised
increase of 12 percent. Older me-
dium sized houses averaged
R133 993 bringing the average
price of a medium size home to
R134 994 against the national av-
erage of R116 400.

The annualised increase in
large homes in the Western Cape
was lower at 10 percent with a
three percent increase being re-
corded in the past quarter. New
large homes (262m?) average
R261 573 with older homes fetch-
ing an average R185 727 to bring
the average cost of a home in this
category to R192 875 against the
R158 000 national average.
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cal risk and non-repayment,

A, major deterrent had beep the refusﬁl y

4 exteni, the PWV. I
even more difficyit

cause the Home I

institutions continyed to provide financing Q bonds it guaranteed.

pered developers, Schachat Homes @
| - Scl t r
MD Hilton K at> said it was still difficul?tlu

attract mortgage Joans for h

at below R50.000. When' fundir; ‘Was.avaj
W R50:000, 1] avail-
able, limited.demand kept devgelnper;zlcl-

tivities to a minimum,
- -_‘_-_-"'--_.___

Housing " gl

later this year will boost the provision of
serviced sites and, over a period of time,
reduce the massive backlog. But its em-
phasis on serviced sites, rather than con-
ventional houses, will stimulate the civil
| engineering rather than the home building
sector., - :

Efforts are being made to try to improve
conditions in the low-cost housing market.
The home building industry is trying to
resolve the problems of financial institu-
tions in discussions with local aunthorities
and the Association of Mortgage Lenders,

; rket. Although the Urbap Fo jon’
This shortage of funds, in turn, ham-“Q ing utilities were selling ;Egjttlgﬁﬁstgugﬂs&

homes a month this represented 5 «
e 1o : ) 1 a S“b'
stantial” decline on the number it provided

18 months ago.

. I;]_Tu_nga 2

;

ned consistently
because of politi-
ardship and is g]-

Ww,” he said,

housing MD Matthew

o Jear Nell sai r
banks and building socleties were staying N had dsri;fi tu};fiflozjlllldaa o hoding sources

out of the market because of fears of politi- . the Highveld, Bloemfontein and, to a lesser

homes valued ahove R40 000, largely be-

0an Guarantee Fund
placed an Upper limit of R43 0gp on the

Activation af.tﬁe Independent Devel
’ ' . op-
ment Trust’s (I!ZDT) capital subsidy sehenfe

123
Q/@ | From Page 1

while financial institutions are considering
ways of reducing risks.

Nell said three major issues needed to be
addressed before the market improved:
the risks faced by finaneial institutions; the
affordability level of prospective home-
owners, and the operation of the new non-
racial urban housing market.

“The environment is looking more posi-
tive now than it did six months ago, but the
simultaneous resolution of all these issues
will need a well thought out plan agreed on
by all participants in the process.”

e




A model of the R1 ?m Murning View Offica Park davalupmant in Sundtnn.

T1me E’I@I s‘éng work

TIME Housing is i

in two new huusmg devel-
opments — one in Richards
Bay for Transnet and the
other in the Cape Flats.

Time Housing recently
completed an agreement
with Transnet to develop a
persconalised suburb for
people employed by the
transport organisation in
Richards Bay.

The suburb, which will
consist of 80 houses, will be
known as Jabulani Park
and will-be in Esikhawini,

dition, Time will
sure that there 18 no stereo-
typing in roof lines, house
designs and colours,” he
added.

About 400 people will be
housed in the 80 homes,
which will be bought with
assistance from Transnet.
The homes will sell at be-
tween R60 000 and R70 000.

Construction on the
houses is scheduled to begin
in August, with all 80 units
ready for occupation in
December. As Transnet

Time Housing . regional di-- .owned a lot of land in the

rector . Tim - Mitchell sald
-the,. Transnet empluyees
wuuld be offered 15 home
demgns from which tn

N Fuq

chnnsgfa,, i

€. have: undertaken tn
pruvlde a*children’s play-
ground .on/a, centrally situ-

ated park site in the suburb

e —

.area, there would be fur-
ther develnpment

- Time is also developing
twu townships in-the Cape

..Flats — Westgate and Hyde

Park — adjacent: to the
R74m Westgate Mall shop-
.ping centre, which is sched-
uled to open in QOctober.

{23

among the first new areas
in SA to attract residents of
all races. Houses are being
built to individual require-
ments and will cost about
R60 000,” Time regional
director Mike Hilton said.

The average site in Hyde
Park is 280m? while the
Westgaie township average
is 320m?,

Westgate and Hyde Park

projects

are sitnated on the main
road between Milnerton
and Strandfontein and are
about 10 minutes drive |
from Wynberg and 20 min-
utes from Cape Town.

Westgate Mall, covering
30 000m?, is 70% let and has
parking for more than 1 600
cars. In addition to major
national chains and smail
shops, there will be four
cinemas.
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Building the Nation

Property auctions
may gain fa

110

. :SALES of residential property by auction
- gain in popularity in response to changing
.. market sentiment, says group managing direc-
- tor of Camdon Mr Scott McRae.
He says until now auctions have been relegated main-
Iy to the disposal of deceased estates.
The market is now ripe to bring auctions into the sales
of process up front.
Worldwide the auction method of sales is by far the
“ preferred technique, he says.

“There is a 90 percent success rate for properties

_ brought to market by auction in Brisbane, Australia, for

- Instance - compared with only 30 percent successful

~ sales by conventional means in South Africa at the mo-
ment. -

- The auction method is also rapidly growing in the
- United Kingdom. ‘“The South African market is very

. similar to these and other parts of the world where auc-
. tion selling is the more understood,”” he adds.

.Z. He believes the auction works for both parties. *“The
i seller gets a market-related price and the buyer knows
mﬁ is not over-paying relative to the market value of the
] PIOperLy.

" 4:77A major attribute of the method is that it works fast.
#<This is particularly relevant in the current market where
=.::the length of time 10 a successful sale is getting longer.
s+ The ‘traditional methods of property selling are still
“seffective. However, ‘his-view is that the auction is the
i most effective method of determining the true market
- -2zzvalue of a given property. |

L
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' By JOSHUA RABOROKO

And once an auctioned property is sold, it stays sold,
as the buyer is committed.

Ofien a sale is concluded before the auction. The very
fact placing a property on auction spurs buyers. The sel-
ler has the assurance that if the auction price does not
meet the reserve price, he may withdraw the property.
The auction methods removes the price objection to
the sale and creates competition, he says.

““The auction method of selling converts property
into the most money in the shortest period of time.

"“The prices which the public are asked to pay are the
highest prices which those who bid can be tempted to
offer by the skill and tact of the auctioneer under the ex-
citement of open competition.

'The buyer, on the other hand, is assured that the prop-.

erty is genuinely up for sale and that the price he is
paying is an accurate reflection of what the market is
prepared to pay.

South Africans are ready for a new approach to prop-
erty marketing. The auction method is fast and simple.

‘Auctions held by Camdons have proved highly success-

ful.

The issue of the auction method of sale came up
prominently at the recent Camdons’ management con-
ference, he says.

It was apparent from feedback at the conference that
the auction method of sale is beginning to come to the
fore as an alternative sales approach.
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A GROUP of informal shelter
housing manufacturers has
launched a national association
aimed at playing a leading role
in breaking South Africa’s low
cost housing deadlock.

The association was initiated this
week by nine manufacturers of
housing units in the Transvaal
which have a total of more than 150
years in the prefabricated housing
industry. -

A spokesman for the association,
Mr Peter Distin, said similar repu-
table manufacturers elsewhere in
the country were being encouraged
to join so as the organisation would
have the necessary clout to form a
powerful lobby group.

“We believe we hold the key to

MAGGIE ROWLEY
Deputy Business Editor

solving the immediate shelter hous-
ing crisis and in time will be seek-
ing a meeting with the Minister of
Housing and other authorities.

“While we have a vast tide of
black people moving into the cities
and setting up squatter camps,
there is no way that the more con-
ventional housing methods can cope
with this demand. The capital re-
quirements are too high and the
building times too slow,” he said.

“Our problem has been to con-
vince people in authority that man-
ufactured housing units, costing a
fraction of conventional systems,
are the short to medium-term solu-

tion to the shelter housing backlog.

“We intend through this associa-
tion to promote a positive attitude
to the alternative building systems
which our members have to offer.”

Mr Distin said while there had
been hesistancy to alternative hous-

ing solutions in the past, this atti-
tude now appeared to be changing
and they had held preliminary
meetings with the South African
Housing Trust and the Independent
Development Trust.

“There appears to be a growing
acceptance that the priority should
be to provide secure, weatherproof
transitional housing which will be
good for many years to come and
which people can improve as their
own circumstances improve.”
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World Bank report takes g

Finan

CLAIRE GEBHARDT

Weekend Argus
Correspondent

THE government’s com-
mittment to the financing of
services in the townships is
a “hopeless task” which is
beginning to affect the econ-
omy as a whole and could
exacerbate inflationary
pressures, says the World

Bank.

This week’s near collapse of

services in Greator Soweto
highlighted the fact that a
S0percent subsidy from the
Transvaal Provincial Adminis-
tration (TPA) is like putting a
finger in a crumbling dyke —
it won’t work.
- Given that residents contrib-
ute only 20percent (if everyone
pays), this still leaves a 30per-
cent shortfall and government
cannot afford to step into the
breach.

The World Bank mission, in
its first report on the South Af-
rican economy, noted that Cen-
tral government is progressive-
ly being forced to increase its
role as “deficit financier” of
black local authorities (BLA),
TBVC countries, and self-gov-
erning territories (SGT).

And it warns that the linkage
of the “bridge-financing” to
overdraft facilities of commer-
cial banks, guaranteed by the
Central Reserve has the puten-
tial to destabhsmg the macro-
economy and create inflation-
ary pressures through an
increase in the monetary base.

“Bridging finance has con-
tributed substantially the defi-
cit of the central government -

serV1ces a

6

18percent in 1989/90 -and in
terms of the net savings in the
economy represents a large
leakage into current
consumption.”.

In 1989/90 black local au-
thorities (BLA) represented
34percent of the total bridging
finance and have been growing
at an average rate of 20percent
per annum since 1986/87, says
the World Bank report.

“Black local authorities are
not financially viable because,
until recently, apartheid laws
did not allow development of
the small businesses and retail
outlets common in white subur-
ban towns.”

Inadeguate funds for mainte-
nance and population densities
well in excess of infrastructure
capacity have been compound-
ed by the lack of community
suppori{ manifested through
non-payment of rents and fees
and sabotage of facilities.

The World Bank says bridg-
ing loans from Central govern-
ment and RSC’s are currently
being used to cover operating
deficits, reducing funds avail-
able for capital investment.”

It details that in 1990/91 the
central Wits RSC’s support to
greater Soweto and Alexandra
is expected to exceed
R150million,

The TPA has budgeted for
R428million for bridging fi-
nance during 1991.

In its report the World Bank
also urged a rethink on the pro-
posed Independent Develop-
ment Trust (IDT) housing capi-
tal subsidy.

It suggests, 1n the light of in-

ternational experience, that
capital subsidies paid directly

—__

[Ep———

P

cing black

opeless task’

to beneficiaries are more sue-
cessful than schemes which
channel subsidies through de-
velopers, as is the case with
the IDT.

It also calls for a broader
subsidy scheme to be imple-
mented saying standards asso-
clated with the IDT plan are
too high.

Chile has the best designed
scheme with capital subsidies
paid directly to beneficiaries
combined with competitive
government tendering for low:
cost housing, it says.

“Recipients were able to ex-
ercise great freedom of choice
among different products and
locations and developers were
forced to compete in order to
receive the negotiable subsidy
certificates issued to
beneficiaries.

“This resulted in vigorous
competition on both the supply
and demand sides of the hous-
ing market.”

IDT spokesman Jolyon Nut-
tall says they have taken note
of the World Bank recommen-
dations but are not re-thinking
their capital subsidy
programme.

The once-off R750million
capital subsidy scheme will
soon become a reality for near-
ly 100 000 of South Africa’s
poorest families, he says.

Developers service sites with
basic sewerage and street
lights and would-be-owners
then apply to the developer for

a stand to which an IDT subsi-

dy of R7500 is attached, says
Mr Nuttall,

He confirms that the benefi-
ciary does not get the money
directly because the developer

SUSIHESS
overnment to task

IDT’s Jnlyon Nuttall
Subsidies are not too high

1s paid back from the subsidy
for the investment made in ser-
vicing the site.

“If the developer is success-

ful in containing the cost of a
particular project, the money
saved does not go back to the
owner but is retained by the
developer for the further devel-
opment of the whole project -
by agreement with the
community.”

Commentators believe this
forms the basis of the World
Bank criticism as it leaves the
door open for some of the mon-
ey to be misallocated instead
of being handed to the benefi-
ciary fnr the further upgrading
of his home.

Mr Nuttall says exhaustive .
research indicates that the size:

of the subsidy is not too high

given the standard of the sef™

vices specified and the impact
of inflation two years down the
line,
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TANC, hostel

|dwellers must be|§-
fconsulted over &
| housing

NLESS bodies such as the

ANC, Inkatha and hostel

dwellers are consulted by
professionals involved in the provi-
sion of housing, early dissatisfaction
could lead to truculence and further
lack of direction, says Mike Oshorne,
chairman of the Planning Profes-
sions Forum, |

The Forum comprises senior rep-

resentatives from all the major pro-
fessions dealing directly in-land use
and infrastructure and claims its
pool of expertise is unrivalled on the

African continent.

“As we look to the new South Afri-
ca, professionals involved in provid-
ing housing for South Africa’s lowest

income group must be pro-active in

planning for the needs of the com-
munity — and not reactive,” he
Says.

“It is essential that the community

"bé thoroughly and timeously can-

vassed and involved at each stage of

;-the development process.”
» He said- in the past representative

| bodies had been neglected in the
‘housing decision-making process.

~“A respect for the ordinary unso-
phisticated urbanite must form part
of the decision makers ethos. Now is
the time to consult the community,

- to go back to grass root discussion in

order to help the people articulate

their priorities and needs within the
#  bounds of the possible.”

“The task of professionals is now

| to convince the decision-makers that

a new approach is imperative if a
lasting foundation is to be achieved.”

'Bloubergrise development

A Rl,6million property develop-
ment consisting of 22 single resi-
dential plots to be sold on a plot
and plan basis have been launched

by Aska Property Group in

* Bloubergrise.

Tony Clarke, Aska sales director,

- gaid the properties, with prices
+ ranging from R70:000 are immedi-

“block to. be built in. Voortrekker

ately adjacent to Aska’s West

"Road, Bellville by the Old Mutu-

1

al. Tenders have been called
with completion scheduled for

the end-of next year.

-o
2
-
m

. Beach development. Prices range

from R70 000,

As part-of a further development
two large general residential erven
will be sold as fully serviced plots
for a total value of R1 075 000.

Computersed evaluation

A new computerised property valu-

ation system, the Record of Proper-
ty Price Register (RPPR), has been
introduced to the Cape property
market by a newly-formed compa-
ny-Property Services CC.,

Mr Rob McKee, Seeff residential
general manager said the system
woud provide the “most accurate
and acceptable” means of advising
both buyers and sellers on the true
value of any property by presenting
them with current sales of compar-
ative properties within the past
month.

The system has already been in-
troduced with great successs in the
Transvaal, where 90 percent of
realtors are participating, he said.

“Up to now sellers in the Cape
have had to rely on estimated val-
ues given them by estate agents
when putting their homes on the
market. Very often the advice sup-
plied has been either a guesstimate
or inaccurate because up-to-date in-
formation was not available. Re-
turns from municipalities are often
four months out of date or over en-
thusiastic agents encourage listing
by influencing sellers with inflated
valuations,” he said,

“Most participants in the proper-
ty market are guided by advertised

Selling .prices, which often have no
bearing on what is eventually paid
for the property leading to misin-
terpretation of frue values.”

Under the RPPR system sales
statistics together with a preseribed
formula describing the properties
sold, will be accumulated on a
monthly basis and released to par-
ticipating realtors by the fifth of
the following month.

A good time to buy

The buyers market has strength-
ened particularly for second hand
homes, says Ronald Ennick a direc-
tor of Pam Golding Properties.

“The market is now stabilising
further decreases in prices are
unlikely.”

There is currently an abundance
of good properties on the market
with new homes commanding
prices at a premium of 20 percent
to 25 percent of those achieved for
second-hand homes, he said.

Sage deal

Sage Properties had concluded a
major lease with Comprehensive
Property Services, the joint venture
between NedPerm, NBS Bank,
Standard Bank, FNB and EP build-
ing society — for the whole first
floor of No 9 Bentley Office Park,
in Rivonia,

.MD of CPS, Stefan Swanepoel
said the majority of their staff was
expected to be trained up and oper-
ational by the end of the year. The
CPS service will officially be avail-
able to estate agents and other in-
terested property professionals
from January 1991,

Lower building costs

A dry-stacking concrete block sys-
tem which the developers claim
could reduce overall construction
costs by as much as 60 percent, has
been launched by a new Cape Town
based company, Linkbloc
Investments,

MD Mr Frans Stander said the
interlinking concrete blocks not
only saved on mortar but alse time
and labour.

“It ean be constructed by un-
skilled people at a much quicker
time then conventional methods,”
he said,

He said they had already had
plans for 70 houses passed with en-
gineers’ certificatés by local au-
thorities, including 20 homes in
Springbok. .

So far 14 blockmakers throughout
the country and Namibia have been
signed up on a franchise hasis to
manufacture the blocks on their be-
half using Linkbloe moulds.

“We are aiming to sign up about
70 blockmakers in total with at
least 30 by the end of this year.

“Most of these blockmakers carry
SABS’s stamp of approval and those
that don't have been given two
years to do so,” he said.

Mr Stander said there was a huge
export potential for the system and
they had been invited to Yugoslavia
next month to demonstrate it,

“A company in Israel has also ex-
pressed interest in buying the pat-
ent and we have had inquiries from
Canada and Australia,” he said.

He estimates that in the first
year of production South African
royalties should be worth R20 mil-
lion, with a further R45 million
coming from overseas,

In brief

M Streams R E Consultants are run-
ning a workshop to prepare estate
agents for the autioneering field.
For details contact Robert Pitman
at ‘T 419 4479 or ‘W 64 3680.

B The Penny Pinchers building, on
the corner of Montague Drive and
Marconi Road, Montague Gardens,
has been sold through the agency of
Russell Marriott and Boyd Trust
for R3 755 000. Buyers are the Tam-
boti Property Fund which have en-
tered into a 10-year lease agree-
ment with Penny Pinchers
Holdings, giving an initial yield of
11,75 percent.

@ The Climag shopping centre in
Main Road, Plumstead has been
sold by Grant Price of Broll Real
Estate for R800 000. Total size area
wEs 1051 m? and building area 616
mé,

"
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«than R7500, the balance
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CAPE TOWN — Negotletiens will be eeneluded with-
in the next two to three weeks hetween the Indepen-
dent Development Trust and the first developers to
qualify under its R750 million once-off eepitel-subsidy
scheme, the trust said here yesterday. ‘

The scheme will provide 99 800 people eeuntrymde
with serviced sites on which to erect dwellings.

Up to 700 000 people are expected to be acecommo-
dated at an average of seven per dwelling. ' .

IDT communications director Jolyon Nuttall said
that at a recent meeting in Cape Town, the trustees

had approved, subject to further negotiations, 108

applicants for the R7 500-a-site programme.

Of the successful applications; 37 percent were
from public authorities, 34 percent from community
trusts, 20 percent from utility companies end 9 per-
cent from private developers. . ... ; a
- “Further negotiations are now takmg IFee be-
tween the Independent Development Trust and the
108 applicanis to.settle outstanding issues. 'As and
when these matters are resclved, approval will be
given to individual appli-
cations,” Mr Nuttall-said.
' “The first of these is
expected within: two. to
three weeks.” **" '« 3
. He added that site
buyers ‘must be<:21 or
elder have deperndants
Iwmg ‘with them, have a
maximum menthl in-
come of at least Rl 000,
and must be first-time
property owners and re-
ceive no ether housing
subsidy. s A

The standard subsuiy
per resi ent;Fa#l site, w1ll

The heneflelery of the |
the money dlrEEﬂy, but”"
will receive a credit fer“
His andOunt against
- transfer.‘of the: preperty _

“Where the sellmg
price of the site is more

will be paid by the pur-

“If it is less; the differ-

apphed per site will be
. set. aside for use in con-
. solidation programmes
for the pre]eet area, to be
.-decided in consultation

concerned ” he said.

The IDT received 404

applications covering
640000 sites m May. -
Sape "-‘-. )




TOM HOOD, Business Editor

MOST sectors of the property market
are static except rents of flats, which
are still growing at about the CPI
rate, says Mr Erwin Rode, research
director of Real Estate Surveys.
“There is no indication that the flat
market has heard of the recession.
l With flat vacancies still zero in most

locations, rentals are growing at a
blistering pace,” he says in his latest
report.

“Factors which are buoying rentals
are accelerated sectionalisation of
rental accommodation by, especially,
the institutions, which are worried
about the possible ‘slummification’ of
their rental blocks.

“Looking into the future, we expect
that revolutionary changes to housing
subsidy schemes will within a year or
so boost rental levels.”

House prices abruptly levelled off
in the last quarter of 1990, with up-
market house prices declining
significantly.

As a consequence, the growth rates

over a year earlier tumbled precipi-
tously in most instances, the excep-
| tion being low-priced houses.
" “The economy’might tirn up be-
tween now and early next year but
| the property market lagged the busi-
ness cycle by a year and longer.

Little growth in nominal terms
terms translated into declines in real

Flat rentals growing ||
at ‘blistering pace’ &

terms. Aaee 2418

“Once the property market turns |

up, it will take another six months or

so before we shall again see real |

growth rates.”

Prime office rentals continued their |
“relentless decline”, even in nominal §

terms. :

Vacancy percentages were growing |

slowly but inexorably, even in seem-

ingly recession-proof areas such as |

Sandton.

South Africa’s CBD’s were now suf-

ficiently oversupplied with office

space that enough spare capacity was |

available until at least the end of

1993. The prognosis for most decen- |

tralised areas was markedly better.

Shop rentals had largely stalled in |

most areas.

While industrial rentals were losing
ground, smaller units are proving

more resilient in the face of recession
than the larger units.

Building cost indicators had been |
running at 12 to 13 percent over their |

levels of a year ago.

Non-Residential building starts |

were up again to 1989 ievels. This,.im-

plied that the recession in the building |
tridustry has not been too sevére, and |

that an upturn may be imminent.

There were also some indications |
that home builing activity may have |
turned the corner after hottoming out |

in January.
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HOUSING subsidies provided by em-
ployers could look drastically dif-
' ferent by the year’s end, says Rode L
Report director Erwin Rode. e

While the tax benefit on these subsi-: TR
dies has been effectively phased o
out over the past seven years, em-
ployées still enjoy a slight tax ad-

' vantage when they receive a mort-
gage ‘bond subsidy rather

-
cash, ] l}e says. Sy

“This arises from the Yac¢t that the T
official rate for the calculation of DR
the taxable value of such a subsidy o
is 19%, compared with a market
rate of 19,75%,” Rode says. RPN

About 70% of employees currently o
receive a mortgage bond subsidy, L
with the subsidised rate of a large |
percentage of these not rising Wltl‘l

market rates. “The moment tax

subsidies become tax neutral or -
punitive, employees will seek to i
have this fringe benefit quantified '
and-turned into cash,” Rode says. :
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| Flat, rents' are rising in most
| eentree and the rate of increase
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could outstrip the rise in house
prices by 15 percent this year
end 12 percent next year.

''This is the prediction in the
leteet Real Estate Survey of the
Cape-based Rode Report, which
sees a decline in the peel of

flats for rent because of the

epeeiereted conversion of units
to sectional title.

{Noting a blistering pace of
rént rises in most areas, Erwin
Rode, research d1reeter says:
“There has been no elglnfleent
inicrease in vacancy levels and
this.suggests rent rises are un-
hrejy to drop in the near future.

‘Exceptions to the vacancy
trend are Johannesburg’s inner
C ty;end Jouhert Park.

“fhe problem in these areas
are, well-known and while de-

and for flats is keen, evic-

tions, absconders and a lack of
emteble tenants combine to cre-
ate-the high vacancy leveis
ifound there,”
-4 Gommenting on institutional
.fedrs relating to the abolition of
the Group Areas Act, Mr Rode
says: these are mostly unwar-
ranted. ' :

I “Apartment blocks in middie-
class ‘suburbs, and which are

well-managed, are not in dan-

'gﬂr of slummification.”

 Looking at the property mar-
ket generaily, he sees most sec-
tors marking time as the trough
ef the recession nears. |

'Cempered with a year ago,

Jehenneehurg and Pretoria
heuee prices grew at a rate well

L e

A3

Flat rents set to rlsew ' |
harply, says repo

below the mfletlen e with

gains of eight and seven percent

respectively.

The three coastal areas —

Durban (16 percent), Port Eliza-
beth (18 percent) and the Cape
Peninsula (38 percent) — still
beat the inflation rate by-a sub-
stantial margin.

The survey says South Afri-

ca’s major ceniral business dis-
tricts are now sufficiently over-
supplied with office space, so
that enough spare capacity is
available until at least the end
of 1993.

Shop rentals have largely
stalled in most areas, while in-
dustrial rents are tendmg to

lose ground even in nominal
terms.

“Smaller industrial umts are
proving to be slightly more re-
silient in-the face of recession,”

. says Mr Rode.
® In its latest Building Review,

the Building Industry -Federa-
tion (Bifsa) says that companies
operating in the residential sec-
tors continued to report diffi-
cult business conditions.

“In particular, high mortgage
bond rates and building-materi-
als price inflation are having a
marked impact on the afforda-
bility of housing.

“The unstable social and po-
litical conditions in the low-in-
come housing market have
brought about a significant
slowdown of building activity in
this sector,” Bifsa says.

It adds, however, that the
high level of ¢rime has allowed
the townhouse market to con-
tinue fo grow at a brisk pace.
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Eskom aims at electri

THIS year’s increase in the price of electrl-
city is likely to remain at the level of last
year's'8%. rise, and in line with govern-
mnent’s aiti of keeping tariff increases well
helow jnflation. /2 {B 22|49 1)
mskom CE Jan McRae said in an inter-
view that while he could not commit the
Flectricity Council to 2 gpecific price in-
crease; Kskom itself was tied 10 reducing
the.real price of ¢ icity for th next
several years. 2%

He said Eskom felt a grea onsibil-
ity to the country and its aconomic growth
and realised that the price of electricity
was the keyic this growth.

«We ate. therefore, putting every effort
into keeping the price down.”

city price rise of 8%
) BRENT VON MELVILLE \

The discrepancy between Eskom’s and
the average cost is attributed to the addi-
tion of municipal rates, the most expensive
being Johannesburg’s 11.23¢c/kwh, or 25%
higher than Eskom's base rate.

An Eskom spokesman said it was
reasonable to assume that there wouldbe a
price rise this year of from 7% to 10%. The
national average premium 10 Eskom’s rate
is about 13%, meaning that the average
cost of electricity next year should be in
the region of 10,85¢c/kwh 1o 11,2¢/kwh.

This would mean that the average rate
of electricity would exceed the price of
electricity in Australia, which at present

L]
‘.I
'
—

At Aprﬂ this year the prige of Eskom has the second cheapest electricity at

electricity was 8.98¢/kwh, and the average
SA cost 10,19¢, still the cheapest in the

'world. price up 1,2%.

10,87¢/kwh.
Australia last year pushed its average
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Real OWNETS

can register.
_ Stﬂﬂ Repmi?en ':},;r

OWNERS .of propertles
that have beén regis-
tered, in,the names of

ek

nomineesto get.around

the Group.Areas.Act now: |-

have:a.chance.to sort out
this anomaly.at:little or
no cost to themselyes.

According to a recent
notice in the Govern-
ment.Gazette, partles to
such property {ransac-
tions have until the end
of the year to ask. the
Reglstrar of Deeds -to
transfer the properties
into .the names of the
“real.owners”, theiprin-
cipals.cr g/lql e,

‘“No transfer. :duty
stamp duty or ‘other'fees
shall be payable’in re-
spect of a transfeér (of
this kind),” says-the ga-.

zette. O 2
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f IQ&TZIgoy%%wﬁq_plans under fire

By Kar liams
P

INDEPENDENT Development Trust
housing plans — already under fire
from the World Bank — have also
raised questions ai UCT’g Urban
Problems Rescarch Uni (UPRLRY,

A confidential World Bank repori
leaked last week urged the IDT 10
follow world expenience and consider
paying housing-related subsidies di-
rectly to the beneficiaries, rather than
o land developers,

This week, Ms Vanessa Watson of
the UPRU warned that the IDT’splans

t{ could involve an inefficienm! use of

y
]
r

money. She expressed concemn thal
there appeared 10 be insufTicient
Mmeasures 1o stop dévelopers from us-
ing the money for their own, rather

‘| than the uitimate bencficiaries’ ben-

efil,

The IDT counters that it has ap-
poinied 40 consultants to monitor the
scheme, ‘

Under the programme the trust will
effectively give private firms up to

Pk i H

R7 500 for each of 9000 Western
Cape site-and-service piots they buy
and develop.

The plots themselves must be sold
to first-time property owners who earn
less than R1 000 a month,

Mr Jolyon Nuttall of the IDT said if
the developer’s selling price of the
site was less than the R7 500 subsidy
provided by his trust, the surplus
money could be used by the individual
L0 assist in the cost of a dwelling or
could be used 1o provide community
facilities.

If the cost of the site wag higher
than R7 500, the buyer would have 1o
pay the difference.

Nuttall said there was no fixed
breakdown of costs and it would vary
from developer 1o developer.

UPRU’s Watson aiso expressed
concern this week that the bulk of the
subsidy was limited to subsidising the
cost of buying a site-and-service
scheme,

The subsidy was thus linked 1o
ownership of the site, whereas many
people would still prefer torent a site,
she said.

™
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BUILDING ndustry sou ave welcomed
Finance Minister Barend du Plessis’s VAT con-
cessions for the construction and sale of homes,

Home nm%m:mﬁﬁ Zets limited relief

but say they offer limited retlief.

The moves allowed the consumer some
“hreathing space”, but were limited in effeet to
‘March 1992, they said yesterday.

And while prospective home-buyers would
be granted an extra six months in which to buy
their properties, the effects of the full rate

- would be felt affer that.

‘Certain contractors had entered into fixed
price contracts for the construction of homes

before the introduction of the VAT Bill, with-

completion after September 30.
Du Plessis said on Wednesday that the addi-

- tional cost of VAT due to subcontracting work

would then have had to be borne by the contrac-
tors, with severely detrimental effects in many
cases,

The supply of construction services for new

- T g e —_ e -
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buildings would be taxed at a rate of 6% be-
cause of the importance of providing housing
and assisting contractors and homeowners, he
sald — provided the contract was concluded
and construction completed before March 31
1992,

Inland Revenue VAT director Norman Pat-
terson said yesterday the concessions were
aimed at helping to reduce the double taxation
situation many speculative builders would
have found themselves in on September 30.

“These builders would have had stock on
hand that they were unable {0 sell. They would
then have had to charge VAT on all stock on
hand, including the component on which GST
had already been paid and which they could not
claw back,” Patterson said. -

Du Plessis alse said the sale of new homes
completed within a year before the implemen-

tation of VAT, and trading stock in the hands of
the vendor, would become VAT exempt if a
wwww agreement was concluded before March 31
The sale of land for home building purposes
would also be taxed at 6% if an agreement for
such a sale was concluded before March 1992.
After that, sales would be subject to the stan-
dard VAT rate. .

Houses in the process of being built on Sep-
tember 30 would be subject to a 3% tax if a sale
agreement was concluded before December 31
1991, he said. But if the home was completed
between January 1 1992 and March 31 1992 and
the sale was concluded on or before March 31, it
would be taxed at 6%.

However, transfer duty would still be pay-

_able on those transactions, the Minister said.

“Contractors have, in anticipation of VAT,

-increased contract prices, In view of the con-

cessions announced, it is- incumbent that they
pass on the benefits to their clients”,




says United Bank "

House price incrgases %Erage 11,9%
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... THE average price of all houses rose by 11,9% PETER GALLI jn'?i') house — a bond of R93 100 — amounted to
.. . over the four quarters to the end of the second —— : 15,1% more at R1 581 than a year ago. |

quarter of 1991, the latest United Bank housing rose by 12,9%, once again helow the rate of in- The housing market was likely to remain un-

. review shows. flation. “The stickiness of the inflation rateand.  4er pressure on the back of the expected con-

While the increase in the price of medium- the comparatively high money supply growth tinuation of the economic downturn and inter-
sized and larger houses continued to grow at a  rate are bound to keep the Bank rate at its cur-  ggt rates remaining positive in real terms by a

year-on-year rate of 13% and 9% respectively, rent level for some time to come,” the revie substantial margin. e
new house prices continued to soften, moving Says. ‘ “For the 12-month period to the end of the
only 1%, the review says. “A lowering of the Bank rate is only fores first quarter of 1991, house plans fell by 14,5%

The average price of a medium-sized house in the first quarter of 1992, with the result that  and the general expectation is that the number
rose to about R116 400, with a larger home now  the mortgage rate will remain positive in 1@ of houses completed will drop in 1991,” the re-

costing R158 000 on average and a smaller terms well into the forseeable future.” view says.
home firming 15% to R98 300. Nominal mortgage payments on a 20-ysar House prices are expected to increase by
Building costs in the second quarter of 1991 bond of 80% of the value of a medium-sized  ahout 14% over the year. |




PROPERTY

GROUP AREAS TRANSFERS

A new grey

The notorious Group Areas Act may have
been consigned to history — but it has left
confusion for those who made use of the
“nominee’” system to buy houses across the
colour line. In terms of this, purchases by
blacks were made through a white front; now
sorting out the paperwork for the real owner
is proving a headache.

Not only individuals fronted in such
agreements — it was an open secret that
several institutions and muitinationals used
the nominee system specifically to enable
senior black staff freedom of choice in terms
of where they lived and owned property.

In 2 commendable move aimed at legiti-
mising these purchases, a clause was includ-
ed in the Abolition of Racially-Based Land
Measures Bill — which marked the death of
the Group Areas Act on July 1, The new law
permits residential or business land acquired
by a white person on behalf of a black person
in a white area to be transferred to the real
owner without the need for additional regis-
tration costs or transfer duties.

All applications must be made to the Reg-
istrar within six months of the scrapping of
group areas — which means that the dead-
line for transfer lies only months ahead. For
some, at least, the change-over is working
well enough.

One of the large employer nrgamsatmns
which used the nominee system to enable its
black executives to own homes in white areas
was Anglo American Corp. A spokesman for
the group says it has taken advantage of the
new legislation to normalise property owner-
ship for these people. “The operation has,
apart from a minor hiccup, gome fairly
smoothly,” the spokesman reports.

That initial hitch apparently arose be-

cause the Deeds Registrar had difficulty
taking transfer from a company to an indi-
vidual, rather than from one individual to
another. The matter was sorted out by law-
yers representing Anglo — and all the group
had to do was provide a company resolution
showing it was empowered to transfer specif-
ic properties,

For others the 1ssue appears to have meant
little change. Pam Golding Properties Trans-
vaal MD Ronaid Ennik says he’s unaware of
any requests for normalisation of contracts

are(PFm 23|8)9).

transfers to the real property owners since
the scrapping of the Group Areas Act.

“It seems that people are either unaware
that this legislation exists — or the number
of purchases done in this way have been over-
estimated,” he comments. “It seems likely to
be a case of the former. People know that
Group Areas has gone — but it went with an
amazing lack of fanfare and I've not seen
anything in the press about the nominee
issue. We've referred to the matter in a
newsletter sent to our clients this week.”

[t seems not even members of the Deeds
Registrar’s office are all that familiar with
the legisiation. A spokesman seemed obliv-
ious of the fact that the law has come into
force. His initial response was that the legis-
lation is still being prepared and a date for its
enactment must still be decided: “*We are in
the process of preparing an information
guide with regard to the implications and
looking at ways and means of making it
available to those affected.”

He added that the issue was too complex
to give a more detailed answer over the
telephone and requested a set of questions to
be faxed from the FM. No response has been
received to those questions.

However, Johannesburg North DP MP
Peter Soal, who claims the credit for the

4+ 4 :
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insertion of the transfer clause, says it is
already law and he is concerned that pro-
crastination could rob people of the oppor-
tunity to normalise home ownership.

“The legislation was signed by President
F W De Klerk in the last week of June, I was
personally responsible for the amendment
which legitimised property purchases which
were contrary to Section 40 of the Group
Areas Act on behalf of another person.”

What concerns him is that time is running
out for applications to the Registrar. “The
applications must be in writing and be ac-
companied by affidavits — this is to ensure
that the clause is not abused in transactions
undertaken in a post-group areas SA.”

Soal adds that though he’s had several
inquiries about the issue he is not aware of
anyone who has actually embarked on the
process of such a transfer.

“I’'m now concerned that the opportunity
may be being lost because the Registrar’s
office 1s oblivious of the legislation. If this is
so I'll be writing to the outgoing Minister
Hernus Kriel or his successor, Leon Wessels,
requesting an extension of the period.”

Perhaps residential apartheid became so
much a part of the social climate that people
cannot believe it has actually been swept
away. |

Ragurdlan of the. argument over whether
or not SA has too many shopping centres,

developers continue to build new com-

plexes which are still bemg f'illﬂd w:th
willing tenants. .- '

.One of the more recent is the R30m-

plus Highland Mews shopping centre,
which opens for trading at the end of this
month in the Witbank suburb of Klipfon-
tein. Commercial & Retail Developments

boasts that the 12 500 m? retail outlet —

which will rival the town’s CBD shopping

- Facilitics — is 98% Iﬂt Amnng the tﬂn- .

‘ants are several national retailers. = .°%

r

These include: Woolworths, which is, +
moving out of the CBD; Truworths; To- -

- pics; Foschini; Markhams; CNA; Clicks; .

Ackermans; Total Sports; Milady’s; ¢

- Stans; Trappers; Geen & Richards and

Russells stores; Allied, First Nationaland -
Trust banks; and a Porterhouse restaur-
ant and Steers fast food outlet. o
The single-storey building is dcmgned ~
in neu—V:ctunan" style and has 600
' - parking bays. The
—1 developers believe. -
- the - Highland:*
Mews centre will ..
- elevate Klipfontein
shopping pre-",
cinct’s status to

coming through to his agents. He feels that
in most cases people who bought under this
system would deal directly with their lawyers
— but, even so, the lack of transfer requests
suggests the new law might not have been
properly publicised.

that of a regional
centre. It will have
a catchment area .
extending as far as .-
Mid delburg,,u

Even the legal profession doesn’t seem to ~Bethal® and other:*
have been confronted with any great rush of 1 & + eastern ’]l'ransvaal 7
applications in the first seven weeks. Convey-. , . - L2 towns; . fﬂémilgziiqf?
ancing attorney Selwyn Cohen says there ' - - LTS
have been few requests for assistance for

a ™ L T L S - - "
:'r ; .:‘ ; w, i ILI::'L._-.__.‘:-lll -‘_.;I .‘.:l :":.I: . ',__ ..'. ;.:- fi*‘;r'; : '_I,":‘I;'- '_-.,'._'I-:. -.... _.-_l_'..l'l R T .:_.:‘;_'h" : "r'-" .
; 11 > 3 i 0 e i 17 ""r"‘r"""""'* i R A E'.':._'.'"j'r'};f LR r =L ‘!?' .
RTINS el At sl '“El‘?:::!. 1Az
\ 4 - B e et et 3 1}{

ik ik |
Z 'I nl 'a ﬁ’ = l 1|. r T RE 4 . I 1

Sy

L
C e AT o

N T ‘.'1*
L™ ""f N tt'ﬁ'

FINANCIAL MAIL « AUGUST » 23 « 1991 » 59




oo, ' T
SQUEEZED by the recession, industrial property rents are
falling from their peaks. :

Real rents are now close to their levels of two years ago,
says Erwin Rode, research director of Real Estate Surveys, in
his report on the property market.

The survey indicates that owners of industrial premises are
likely to wait for better times before negotiating new long-
term leases with tenants. , :

Industrial rents weathered the recession remarkably well in
nominal terms until the beginning of this year. They did,
however, lose ground in real terms after inflation.

Trends are in line with manufacturing indicators, which
show declining volume production since 1988 and percentage
use falling to 80%. - |

Mr Rode says the survey shows the industrial market wiil
take an accumulated knock from the econcmic downiurn in
1991 and 1992, '

1

“A rally i§ ‘unlikely before the economic upturn gathers
momentum,’” $ays Mr Rode. | "

Prime*industrial rentals increased by 22,5% in 1989 and by’
7% last-year: Mr Rode expects rental growth of 3% this year
and 7% next year .
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Pnlltlcal Slaﬂ' SR

TNFORMAL housing: ‘had to
form “a~key component.of -a
new negotiated housing policy,

according: to a: repart\by tha.

Urban Faundatmn nik

-f\i :h' '

!_

there was a need for “a nnlqua
policy:/process”, informed by
| events: elsewhere .in the -world
but nagatlatad among -all-those
whose: lnteraats were at stake.

‘The’ repart part of tha foun-
datmn § “Policies- for.” ‘a-New
Urban Future”; $aid spontana—
- Ous mfnrmal housing was.a na-
tional :phenomenor, .and“infor-
mal hnnamg Was now .a;major
.component. of cantemparary
urban resnienual landscapes

Eﬁ-paga repart was - an-.impor-
tant part:of the residential fab-
ric of South African-towns and
‘cities;zand: vleWpalnts which
.envlaagad the ‘re-housing. of all
or. most; of. the %resant shack-
dwellers would have to come
to terms with the scale and the
fiscal consequences of ‘the pro-
gramme. that was nnphed

“Support fof a housirig pul:cy
with informal housing 'as a key
component cannot be taken for
granted. Informal hnubmg has
come to symbolise ‘exclusion
for many people and. disorder
and anarchy for others. - - -

"«1f it’is to gain’ broad snp-'

Ipart a new policy will have to
be w1dely discussed and debat-
&d, and“nat unllatarally im-
pnsad ‘the réport said’

“The ‘report, according to
foundation ChlEf executive Mr
DL van Coller, was the prod-
uct of: a.major fwe-year stndy
managed by the the ‘founda-
tion’s Urbamsatmn Unit- under
the aegm of the Prlvate Sector
Council..on Urbanisation,. a  fo-
rium which brings. tagether the
major‘eimnployer bodies, leaders

Tha rrapart! éntitled: “Infnr-i
mal Haualng LPart Onel, 'said’

'5.--;"-

Infnrmal hausmg, saui the .

from both urban and business:|
cammunltlea and’ the’ funnda—, :

tlan Rl

" The 'aanand ‘part’ of- the re-
'port, to:be called “Inforimal
‘Housing:Part Two”, Will be re-

leased. next year. It will outline

an: apprnach to the nagntlatmn
of a 'new‘consensus on housmg,
partmularly informal* hausmg
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INFORMAL housing is a reality
and will have to be a dominant
feature of SA’s housing drive, but
it should not be considered a long-
term solution, the Urban Founda-

tion says in the first of two docy-

ments on the subject,

The document is part of the Poli-
cies for a New Urban Future series
produced by the foundation’s urban-
isation unit. It lays the basis for a new
approach to informal housing and
will be followed by a second docu-

ment which will propose.new policy

guidelines, .
The researchers, led by Urban

-m.c:unmman director Ann Bernstein,

estimate at least 7-million urbanised
South Africans — more than half the
black metropolitan population — live
in backyard shacks, outbuildings and
free standing settlements,

They conclude that a key: challenge
facing people involved in the housing
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process is their abijlity to upgrade
these informal homes into conven-
tional houses.

The document is based on a five-
year research programme undertak-
en by the urbanisation unit and a
private sector council comprising the
urban and business communities.

Conditions

It provides a breakdown of the ef.
fects of urbanisation on the main
metropolitan centres and studies
land invasions, relocation and con-
flict, concluding that informal hous-
ing and illegal invasions are a symp-
tom of uncontrolled urban growth,

A break-down of the main urban
centres shows that the bulk of infor-
mal housing is in the PWV region
where more than half of the 5,2-mil-

tion’

lion population is informally housed.

But, it also shows that the econom-
ic and living conditions of informal
settlers are worst in the eastern Cape
and that Durban and Cape Town’s
urban infrastructures are under im-
mense pressure as a result of rapid
population growth.

It finds that 33% of backyard
shack-dwellers are unskilled, while
about 52% are formally employed,
earning about R750 a month. Some
41% of shack-dwellers in free stand-
ing settlements are unskilled while
approximately 44% are formally em-
ployed, earning about R450 a month.

The study recommends informal
housing processes — such as “in-sity”
upgrading — and the rehabilitation of
existing houses that will have to ac-
company formal housing processes.

It says solving the housing preblem
will require the combined efforts of
the public and private sector.
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INFORMAL housing is a reality
and will have to be a dominant
feature of SA’s housing drive, but
it should not be considered a long-
term solution, the Urban Founda-

tion says in the first of two docy-

ments on the subject.

The document is part of the Poli-
cies for a New Urban Future series
produced by the foundation’s urban-
1sation unit. It lays the basis for a new
approach to Emﬁam_ housing and
will be followed by a second docu-
ment which will propose new policy
guidelines.

The researchers, led by Urban
Foundation director Ann Bernstein,
estimate at least 7-million urbanised
South Africans — more than half the
black metropolitan population — live
in backyard shacks, outbuildings and
free standing settlements.

They conclude that a key challenge
facing people involved in:the housing

process is their ability to upgrade
these informal homes into conven-
tional houses.

The document is based on a five-
year research programme undertak-
en by the urbanisation unit and a
private sector council comprising the
urban and business communities.

Conditions

It provides a breakdown of the ef-
fects of urbanisation on the main
metropolitan centres and studies
land invasions, relocation and con-
flict, concluding that informal hous-
ing and illegal invasions are a symp-
tom of uncontrolled urban growth.

A break-down of the main urban
centres shows that the bulk of infor-
mal housing is in the PWV region
where more than half of the 5,2-mil-

1)

lion population is informally housed.

But, it also shows that the econom-
ic and living conditions of informal
settlers are worst in the eastern Cape
and that Durban and Cape Town’s
urban infrastructures are under im-
mense pressure as a result of rapid
population growth.

It finds that 33% of backyard
shack-dwellers are unskilled, while
about 52% are formally employed,
earning about R750 a month. Some
41% of shack-dwellers in free stand-
ing settlements are unskilled while
approximately 44% are formally em-
ployed, earning about R450 a month.

The study recommends informai
housing processes — such as “In-situ”
upgrading — and the rehabilitation of
existing houses that will have to ac-
company formal housing processes.

It says solving the housing problem
will require the combined efforts of
the public and private sector.
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. Political Staff éplﬁmunity and it had been de- The funds raised from éélling
J OHA NNES BU RG - ¢ided that some of the major pro- offoil reserves-would be spent on
4 s .- Jects that would be funded in- Special projects “designed to
éThﬁ government will to- clude: L inake the l_naximull:l]l qugtrihutjon 3
-1 day. disclose details of ,, mm———_ 0 ctonomie i, ,Job ereation [
o TSl e . DLl S L et sl vt b r-_-.-' ) o . l ! - Lo
F| the socio-seaiarials_of. G CAPE TOWN IS~ and sl aabliod e ok |
' iects it will fund with F ST EST GHOW'NG .-v.The sale c_:é‘i'esqrves to fund so- {§
the R1 billion gleaned CiTY IN SA ~ Clo-economic uplifiment was an- [y

1 DI - pounced by President FW de
from selling off strate- !' See PAGE B Klerk during his budget vote in
gic oil reserves, Econo-

Parliament earljer this year. -

. . . . iBuilding dummunity centres; Dr De Villiers’s off; ive
mic Co-ordination Min-  § uildine 141 primary health floods of propesar o ceived

ister Dr Dawie de clinics; following Mr De Klerk's an-

1 | v : ® Developing sports facilities :
| | Villiers said yesterday. squatter seftlomants: = nouncement.

It is understood that Dr De ® Upgrading 50 hostels in the According to one source, some
Villiers will announce that the Transvaal towgnships, and organisations sent in the same re- |
Rlbn will be spent on once-off @ Setting up systems for pota- Quest in two different guises that
investments to fund community- bie water in self-governing home- ¢0uld result in their getting
based projects to stimulate eco. lands. double funding for their projects

nomic growth and to provide jobs A spokesman for his office said if this was not discovered in good
over a protracted period. that Dr De Villiers would discusg ‘1mne. L
A source said the government the expenditure and alloecation of It could not be established yes-

realised it had a responsibilityto the Ribn at a press conference terday how the funds would be
i | the less privileged sectors of the this morning, channelled to the projects.
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THE scrapping of tp
Group Areas Act and other ¥&-2.2 0 o
apartheid legislation hag 44

not brought the expected % W ia
influx of blacks into white o (o Y

and “grey” areas. 5 *
Developers should there- 1

fore €ncourage develop-
ment in black cities to com-

Main reasons for the lack 7

of development in black

Cities were the lack of in- i

frastructure ang commup-

- | 1ty support — g active re- =

: | sistance — and the fact that
‘ funding organisations were .
unable to channej develop-

ment funds effectively. = .- frastructura or cnnimunity A
d private sector finap. facilities shoyld pe discour-
cial institutions were gen-  aged unless there is market | %

erally unwilling to provige demand, - R R
development funds because - 'Existing stock in white
of the perceived risk stem- apgd “grey” areas should § #

Ting from the destruetion also be made accessible to
of property, loan defaults, people of ali races and dis- | %
boyeotts, unreliable tenants criminatory practices had | &
and/or high turnover of to be ideutifiedh and J %
tenants, All of thesa factors stopped.” -+ S &
mneant an uneconomje re- - “In addition, government | %
turn on investment, " and semi-governmept land | &

“Priority should be given and facilitieg in metropoli-
not just to the development “tap areas. must be made i
of homes, but also of com- available where possible sp
munities as dictateg by that low-rige dpariment | ¥
market forces, Enabling buildings, cJuster homes
legislation shou)d Pave the and affordaple individuaj
way for private seetor in-  housing can be developed.”
volvement in the provision Developers should act "
of facilities for education, facilitators in identifying .
health care and recre- and solving problems aris-§ %
ation,” says Hardy. ing from cultyra] differ-

The development of €Ces among the various
housing projects with no in- parties, adds Hardy. _
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MOST developing countries have ac-
cepted informal housing as a perma-
nent and vital feature of theijr cities.
The policies they have implemented

to formalise this new approach con-

tain valuable lessons for SA.

Squatter settlements and back-
yard shacks — once the subject of
forced removals and demolition —
are now being upgraded and re-
inforced as part of national housing
policies. In many countries they are
the dominant form of urban shelter.

The new pragmatism has

stemmed largely from the inability
of governments to reverse the tide of
urbanisation and the inability of con-
ventional housing programmes to
accommodate the consequent
growih in urban populations,

Having accepted that informal
housing is part of the solution, devel-
Oping nations have formulated strat-
2gies to upgrade new and existing
squatter settlements, to remove the
stigma  and Insecurity of illegal
’quatting and to pre-empt the devel-
)pment of new slums.

The Urban Foundation’s urbanisa-
ion unit has spent five years review-
ng informal housing in a range of
‘ountries in Latin America, Asia and

Africa. From its research the unit
has distilled the lessons to be consid-
éred by local policymakers who are
formulating a new nationa} housing
policy.

SA has followed world trends
away from the destructive policies
of the past towards self-help site-
and-service schemes and the upgrad-

Ing of existing settlements. While the -

site-and-service rogrammes have
shown considerable promise, several
common difficulties have emerged.

The rate of development has been
hampered in many countries by the
lack of secure tenure and access to
finance, resulting in widespread dis-
appointment. Affordability remains
another major stumbling block.
While site-and-service schemes are
more affordable than other forms of
shelter, they remain out of the reach
of large sectors of the urban poor.,

“Down market raiding”, where
land intended for the urban poor is
occupied by higher income groups,

. incomes.

- W |..-..-I?-.._._.._5.-..... Ll o e L R | C

LESLEY LAMBERT

often excludes people for whom new

developments were intended. The
need for regular payments excludes
those who

The Urban Foundation research-
ers conclude that many of these
problems can be resolved if site-and.
service is accommodated in a
broader housing strategy,

Upgrading of existing shelter ang
residential areas has won increasing
international support as a key ele-
ment of national housing policy,
largely because of a shift in World
Bank funding to the upgrading of
existing informal and slum housing.
The shift in emphasis has been justi-
fied in case$ where upgrading has
been more affordable than site-and-
service, but many of the bank’s pro-

do not earn " regular

Jects combiie—the Strategies.
Upgrading is often more afford.
able because it allows for urntusually
high housing densities. No new land
is required and additional savings

can be achieved if communities par-

ticipate in the installation of ser-

vices. Commuter transport costs are .
often lower because settiements aré -

normally closer to urban centres.

But upgrading is also not free of
stumbling
sometimes necessary in densely set-
tled areas, securing land tenure is a
difficult and complex process and
community participation is often ob-
structed by government opposition.

The logical step from site-and.
service and upgrading schemes js
consolidation — the term develop-
ment economists apply to the trans-
formation from shacks to conven-
tional homes.

The argument that the formalisa-
tion of informal housing condemns
participants to live in shacks forever

blocks. Reloeation is

. T lopVInG 4

is only partially valid, the foundatiox
contends. “International experience

has shown that ‘squatter’ enclaves in’

many cities have beep transformed
over time, often to become virtuaily

indistinguishable from neighbour--
hoods with formal housing,” the

foundation says.

International experience has also
shown, however, that the success of
consolidation depends largely ot
three factors: community participa-
tion, politics and the role of govern-
ment and other participants, ¢

Community participation plays a

vital role in the impiementation of
informal housing strategies by legiti-
mising projects and reducing labour
and service costs,
The document concludes that suc-
cessful housing policies must be bal-
anced and multifaceted. Those which
have pursued single solutions have
failed.

It calls for the innovative ang bold
€xpansion of informal settlement ex-
periments into national housing solu-
tions and argues that access to af-
fordable, well located land will go
Some way towards preventing the
desperate action to which resource-
starved communities are prone.
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FROILIRT develo 1 he afford-
able housing market are taking on

;ﬁi:)re responsibility, and becoming

. miore actively involved in much of the
' Yuteaucratic background work in-
Vilved in obtaining bond finance.

n]“ addition, the implementation of VAT
was expected to add 6% to the price of
évéry home in the “affordable” market.
athus wuuld mean that costs would have to
“be cut even further, depressing the market,

r~“The government subsidy has also not
beén adjusted to take VAT into consider-

TR Y B GF N T A B 2520 o ST e S R AL PR AT AT ‘E...!l-

e developer will be hit by this,” said
Time Housing MD John Williamson in an
{ntérview.
+We are responsible for explaining all
aspects of home buying, bond finance and
Ejﬂe like to prospective home buyers.

#In addition, we have to check their
'y ed:t—wnrthmess, and should there be a
prablem we do not even attempt to apply
for.a bond,” Williamson said.

~ +"There  was no shortage of buyers who
- ¢ould afford the homes, but finance was
cPeating an obstacle to this, he said. But
the: ingtitutions were slowly coming back

Developers take on
more, paper

0
PETER GALL)

into the market,

Institutions believed the present system
of low-cost housing, serviced stands and
spiralling interest rates did not work, and
were not keen to re-enter the market.

“At the end of the day, pressure will
probably be exerted on the life assurers to
play some part in the low-cost market,
even if it is standing guarantee rather than
providing upfront money,” Williamson

- 8aid.
ition, so both the prospective buyer and

“We have to endure enormously high
overheads, but we are confident we have
reached the bottom of the recession in
affordable housing and that the market
must becomer more active.”

What the market needed was a more
stable community, a flat interest rate and
an overall, single government policy that
looked at the upgrading and inclusion of
existing areas rather than jist developing
new ones, he added. .

The low-cost market. had been in a
downswing for the past 18 months and
would probably improve only in the second
quarter of 1992,



By Frank Jean

WILD COAST — Major
banks and finance houses
are joining forces to tack-
1e housing projects.

Speaking at the Insti-
tute of Estate Agents con-
“yention yesterday, Mike
Vosloo, MD of Standard
Bank, said: «To enable
home lenders t0 stay in
the markel and to
progress to the point
where adequate finance
can be made available, we
will have to adopt new ap-
proaches 10 the market.

- “These include close €O~
operation by institutions in
areas generally consid-
ered 1o be outside the
bounds of competition.

«Phis is already happen-
ing. Standard Bank re-
cently..came to an agree

s
‘ nt with the Perm and

irst National Bank to
work together on housing
projects. The intention 18
to avoid the duplication of
expensive infrastructures,
to share expertise and
new thinking and to share
risk in certain areas.”

“Close co-operation
with developers has been
used successfully by Stan-
dard for the Urban Foun-

dation Loan (Giuaraniee

and we are now expand-
ing it to include all de-
velopment lending,” he
said.

Welcoming the “re-in-
volvement” by foreign
hanks in the new SA, Mr
Vosloo said this could only
lead o more ocmpetition.

Referring to the coniro-
versial issue of institution-
al involvement in real es-

l______———-’*

tate, Mr Vosloo said: “COi:
cern has been expressed

that the purchase of equitys

will lead to contro

1 and#?
manipulation of thoses
firms, and ultimately of”

the industry. ]

«Some see those institt:
tions that have purchased
equity as having set them-
selves up in opposition 0!
other agents. e

«There is concern that!
the purchase of equity - 1§
not in the interest of thej
home purchaser, who may’
feel coerced into applying
tor finance from the insti=
{ution concerned, even ift
he is a long-standing CUS-;
tomer of another bank. 7y

«We do not intend o in;,
fluence estate agents o
sell our broader range of
financial services,” N
Eald. A
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 |informal homes
~ Ikey componen
1of new policy
Soubitan 2

f. X E'L .
§ INFORMAL housing had to Torm a key component
B of 2 new negotiated housing policy in South Africa,

LN

&

according to a report released by the Urban Founda-

 tion in Johannesburg on Monday.

The report, entitled Informal housing, part one,

8 said there was a need for *“a unique policy process”™

in South Africa, informed by events elsewhere in the

§ world but negotiated locaily among ail actors whose
§ interests were at stake,

The report, part of the UF’s “policies for a new
urban future”, said spontaneous informal housing}

| was a national phenomenon, and informal housing

was now *‘a major component of coniemporary ur-

§ ban residential landscapes’’.

C Shach dwellers

Informal housing, said the 56-page report, was ail
important part of the residential fabric of South Afri-

} can towns and cities, and viewpoints which en-
i visaged the rehousing of all or most of the present
| shack dwellers would have to come to Irms with the

scale and the fiscal consequences of the programme
that was implied.

“*Support for a housing policy with informal hous-
ing as a key component cannot be taken for granted.
Informal housing has come to symbolise exclusion
for many South Africans, and disorder and anarchy

for others.
New policy
“If it is to gain broad support, a new policy will

d have to be widely discussed angd debated, and not
§ unilaterally imposed,’” the report said.

The report, according to UF chief executive DL

d van Coller, was the product of a major five-year |

study managed by the the UF’s urbanisation unit un-

| der the aegis of the Private Sector Council on Ur-
¥ banisation - a forum which brings together the major §
d employer bodies, leaders from both urban and busi-
! ness communities and the UF.

- Sowetan Correspondent




THE implementation of VAT wili
make affordable housing in South Afyi.
Cd a mirage, vice-chairman of the
Witwatersrand Network for the Home-
less, Thami Mncube, said yester-
day. I‘gwaﬂu

~ Mncube said it was a tragic and tell-
ing -indicator of the Government’s

t by ne

It was the organisations’ view that by
increasing lower-income people’s ex- E
penses on outlays for transport, food
items and recreation now subject to tax,
will diminish their already meagre dis-
posable income,

““They will have even Jess money for
decent housing,”’ said Mncube,

The organisation cajled upon the at-
tention of all interested bodies to the
“‘unfortunate’’ effects of VAT on the

priorities at this time that it had not
seen fit to protect lower-income home-
less people from the negative effects of
VAT. . 29 |%|q)
He said that tax mechanisms should
be devised to provide as much help as  issue of housing the homeless.
Possible td this sector to lessen, not fur- "It is in the immediate and long-term
ther exacerbate, the crisis of homeless-  interests of the whole society, and not
ness. ' only homeless people, that all efforts be §
"By taxing land, labour, administra- directed to helping achieve secure af-
tive overheads; the present cost of ser- fordable housing for millions of home-
viced land and housing, already beyond  less people.
the means of 70 percent of urban dwel- “The implementation of VAT as §| |
lers, will be increased by up to seven proposed is counterproductive to this,”” § _
|
|

percent, Mncube added.
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VALUE ADDED TAX
B & F:-M
Chasing tails

Finance Minister Barend du Plessis’ tin]
ings with the VAT rate were obviously in-

tended to disarm his critics in the run-up to |

implementation. He may have taken the
political pot off the boil — but last week’s
revisions have created new complications for
property transactions.

For the residential property and construc-

tion industry, the Minister has introduced a |

Tl el ;3 N Sl i
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where such concessions are made on the
payment of VAT the buyer will instead have
to pay transfer duty.

On the basis of this, MacKenzie belicves
the only sellers who will lose out will be those
who cannot dispose of stock in time, like

that buying land on which to build a house

will now attract VAT at 6% if bought before |

March 31 1992. Here again, sale of the land
will attract full transfer duty.

., However, he feels the relief is generally
most welcome — particularly as buyers of
sub-R30 000 sites will pay only 7% (6% VAT
and 1% transfer duty). When the land 1s
bought from a private person, full transfer

duty of 1% is payable on a R30 000 purchase '

but no VAT is applicable. “For more expen-

sive land the concession is not significant, as
the cost is 9% (6% VAT and 3% transfer
duty on the amount of the purchase consider-

ation that exceeds
R 30 000).”
MacKenzie retorts:
“Where companies
buy the land the
transfer duty is 5%
and this, with 6%
VAT, pushes the cost
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to 11% — hardly a
ate concession,”” He adds

Iinletio A H

date C ded that the sale of a

SIEEENE | Between Sept 30, 1990 1 Before Mar 31, 1992 Exempt house in the course of
and Sept 28, 1991 erection — which 1s

On or before Dec 31, After Aug 22, 1991 completed and sold

1991 but on or before Dec 3% before December 31

During period Jan 1, After Aug 22, 1991 but on 1991 in terms of an

1992 to Mar 31, 1992 or before Mar 31,1992 i 6% a%rﬂement concluded

- after August 21 1991

After Mar 31, 1992 E?tg:'rfd 31531'13’11, g192‘-1292 }g;’z — will attract VAT at

Before Mar 31, 1992

Before Mar 31, 1982

- Before Mar 31, 1992

3%. No doubt this will
result in many exist-
ing contracts being
cancelled, However,
there i1s a chance that

6%

6%

six-month Concessionary period which will
effectively cushion the initial impact of the
tax. Ernst & Young’s Charles MacKenzie
believes this should address many of the
inequities initially contained In the VAT
Act. Even so, Building Industries Federation
(Bifsa) economist Charles Martin believes
that based on the revised VAT rate of 10%,
house prices will be pushed up by 2% to 3%.

MacKenzie explains that one of the big-
gest problems for home builders, prior to last
week’s announcement, was that there would
be no relief on GST paid on materials used
before the introduction of YAT — even
though VAT at 10% would have been pay-
able on the property sale, “This was particu-
larly unfair because sellers of other com-
modities are entitled to recover GST paid on
trading stock held on September 30,” he
notes.

As a result of the revision, a house com-
pleted on or after September 30 1990 can
now be sold VAT-free until the end of March
next year. However, Mackenzie stresses that

g e
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Section 73 of the VAT
Act could revoke such
cancellations and order payment at the full
VAT rate. MacKenzie says that if a house is
completed after January next year, but com-
pleted and sold before March, VAT will be
payable at 6%. Sales on or after March 31
will be subject to full VAT at 10%.

“All housing contracts attract VAT at 6%
provided the dwellings are completed before
March 31 1992, The Minister did not an-
nounce any concessions for the construction
of buildings other than dwellings. This is
unfortunate, as fixed price contracts con-
cluded before the end of September will
attract VAT on the price specified. However,
the contractor isn’t obliged to pass the bene-
fit of the input credit on to the client,

“While Du Plessis didn’t address the ques-
tion of input tax credits for these sellers it
appears that, as the transactions are subject
to VAT, a full input tax credit should be
allowed.” o

Bifsa’s Martin believes the concessions
will provide a cushion during the transition
to VAT — and, thereafter, the rate will

. developers who have over-stocked. He adds }
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revert back to 10%. “The result is that VAT |

will still push up the cost of houses. Worst hit
will be the low-cost housing market which
can ill-afford any increases. Relief measures
in this area are, therefore, a matter of urgen-
cy,” he argues. al
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GROUP FIVE chief
executive Peter Clogg
says South Africa’s house-
building industry will be
able to contribute to eas-
ing the shortage of shelter
only when three things
take place;
® FEemoval of regulations
that cause undue delays and
increase costs; -
® Finance becomes avail-
able;
® Communities accept local
autherities as being legiti-
mate or that alternative
structures acceptable to
them are put in place.

Mr Clogg says that regret-

| tably, government agencies

have spent ages trying to ac-
quire knowledge that hag
been available in the indus-
try. Should these government
agency resources be used to
eliminate restricting factors
and to harness funds, the
house-building industry could
rally much sooner.

Civils

Mr Clogg expresses disap-
pointment that about 90% of
the R750-million allocated
for site-and-service work
through the Urban Founda-
tionh was directed to muniei-
palities and regional services
councils, He believes the
money could have been more
efficiently applied through
the private sector.

Group Five lifted earnings
a share by 14% to 193,6¢ on an
11% decline in turnover to
R1,16-billion in the year to
June :1981; The dividend was
raised to 64c, |

Civils and building pro-
duced excellent results.
Building has a reasonable
order book.

But Mr Clogg refers to a
shortage of work in the engi-

| neering, homes and roads di-

visions, Group Five has a
40% stake in Tolcon, whose

By JULIE WALKER |
future js under scrutiny. - |

He hopes that once Sornp
work becomes available anfl
competitors tender realistid-
ally, matters will improve.|

The industry will soon b
unable to cope with a sudde
increase in work because
most contractors have rd-
duced their capacity in the
past four years as a result df
a shortage of work. Group
Five's labour complement
has dropped by a quarter tb
11 557 since June 1990, ;1

i

Mild

Group Five will find the

going tough in the short term,

and Mr Clogg predicts a de-

cline in earnings in the cur-
rent year, ;

]
The share price shed 20c ,t[:
680c after a significant rg-
rating in the past 12 months.
But with no further dete-
rioration and a mild inj-
provement in fixed invest-
ment in both SA and its
neighbouring cnuntrie?,
Group Five would be weli
placed to resume growth.
Its cash pile of R84-million
will help it to weather thF
recession. 1
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Qtate-aided buyers help Ilgg to double earnings

A HEFTY increase in state-subsi-
dised home buying and a success-
ful marketing drive enabled home
building group Ilco Homes to
double earnings in the year to June
1991.

Despite difficult trading condi-
tions in the building industry, earn-
ings rose to R5,2m (R2,6m) or lic
(7,5¢) a share on the back of a 215%
increase in turnover (no turnover
figure was disclosed).

The dividend payout was main-
tained at 7.5¢, covered 2,27 (1,13)
times, and reserves were boosted
to a healthy R25m (R22m) for the
period under review.

Financial director Warwick
Lombard cited the large increase
in government-subsidised home
buying as the prime reason for the
strong results.

He said the group was selling

'MARC HASENFUSS |

more houses than ever and it
appeared as 1f consumers had
learnt to live with high jote

rates. 23

The group had also unde
more aggressive marketing drive
in the Cape, where the bulk of
flco’s housing development is
concentrated.

Operating income was up 100%
to R9,3m (R4,5m) but interest paid
doubied to R4m (R1,9m) and taxed
profit came in at R5,2m (R2,6m).
No tax was paid in the period
under review.

Lombard conceded that the
improved results should be viewed
against Iast year’s earnings, which
were down by a third from the 1989
level.

Directors said it was Eucﬁ_._.
nate that government’s implemen-
tation of VAT once again dis-
regarded the importance of
creating affordable housing for the
lower and middle income groups.

Although there was some relief
in the reduction of VAT from 12%
to 10%, it was ironic that necessi-
ties such as housing and basic
foods, which were previously
exempt from GST, would now be
taxed at the same rate as luxury
ifems.

The inception of VAT would add
at least 7% to the selling price of
houses and minimal relief would
be given to buyers purchasing
homes before March 31 1992, direc-
tors said.

Lombard said the property
development market showed no

definite trend, making forecasting .

difficult. However, he bglieved
next year’s results would be even
better. e

Tlco has already embarked on its
5 500-home Summer Greens Pro-
ject at Milnerton “firrwhich
extreme interest has beenshown”.

Directors said that,_although
economic conditions and . high
interest rates would copfigne to

hamper and reduce consumer

e L1LE!

spending, the group Wwas well
placed to take advantage of any

[l I

real drop in interest rates.
Tightly held Ilco shafés {direc-

_tors control 91%) were: traded at

75¢ in a small deal yesterddy, mid-
way between their 105e+high in
January and 50c low in-Jiily.
The share is trading at-a'¢onsid-
erable discount to the greup’s cur-
rent net asset value of 132p (122c).
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Developer (E

A call for immediate ac-
tion on a housing policy

and day-to-day strategy

which will not be shack-
led by red tape and bu-
reaucratic bog-down is
-made by Gavin Hardy,
executive director of the
- housing division of con-
. struction giant, Murray
& Roberts.

The group is a leader
in housing development.

Welcoming the repeal

of legislation governing
land use, Mr Hardy ap-

'®@ How many
.. were delivered yester-
" day? -

to the authorities
tn put a housing policy
“on the table so that the.
major players in the
housing field can plan
ahead”.

He urges a situation
whereby, on a daily
basis, developers are
able to answer these-

questions:
houses

® Bow 'many are
planned for today?

-
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@ And how many fnr to- -
morrow?

“The thrust of govern- .

ment thinking is away
from separate develop-
ment and own affairs to-
wards a negotiated sys-
tem of joint local gov-
ernment based on pri-
vate ownership,” he says.

“Its aim is to rational-
ise the present system of
racially-based land ten-
ure nghts and land regis-
tration and to upgrade
leasehold rights to full
nwnershlp £ ’_ﬁ

parties mvulved to de-
vise, in consultation with
private enterprise, a
comprehensive national
housing strategy to en-
able the building indus-
tll’ly to meet the needs of
a

"Speclﬂc attentwn

| I
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Mr Hardy calls on all
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From ANTHONY JOHNSON
Political Correspondent

| DURBAN. — The government
| will soon unveil a major new plan
i to ease the national housing cri-
481 and address the multiple
problems arising from South Af-
J rica’s rapid urbanisation.

8 The new Minister of Planning,
¥ Provincial Affairs and Housing,
Mr Leon Wessels, said in an in-
terview that his department was
working on drastic changes to ex-
isting policies to allow for the
rapid provision of land for settle-
ment and to address the massive
o housing shortage around South
-yl Africa’s cities.

The new approach would be
g outlined in one and possibly two
+f White Papers to be tabled during
.4 the next session of Parliament.

¥ Either way, they will amount to
1 “a major policy statement” on a
§ par with the government’s “or-
Y derly urbanisation” strategy an-
{ nounced in 1986,

3 He said a major goal of the “Co-
it ordinated National Policy on
] Housing and Urbanisation”

(Dbld 10 beat
housing

r,

would be to cut through the red
iape which was hampering the
identification of residential land
and provision of urgently needed
housing.

Mr Wessels said there were too |

many conflicting and competing
authorities and bureaucracies
dealing with the provision of
housing.

“These will have to be drasti-
cally rationalised and stream-
lined.”

Results

Ways also had to be found to
boost efforts by the government,
the private sector and individ.

uals “to make available Informal

housing and housing for the less
privileged”.

Earlier, while addressing the
National Party’s Natal CONgress
on the growing and related prob-
lems of squatting, homelessness,
poverty and rapid urbanisation,
Mr Wessels said that South
Africa would have to see “the
results, not the beginning” of a
fresh approach by the next year’s

- Crisis

From page 1

(123)
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parliamentary session. .

He told delegates that *“‘short
cuts” would have to be found to
speed up the provision of housing
to the poor in South Africa.

South Africa faced the “awful
spectre” of 16,6 million people
living below the poverty line.

Mr Wessels said the plight of
the “have nots” and the “ahys-
mally poor” had become increas-
ingly evident in recent years and
the country faced s “mammoth
task™ of social develppment and
upliftment. T

The government needed to be
Seen as a “ecaring government”
but money alone would not re-
solve the problem, he said.

Mr Wessels said South Afrieca
could no longer afford the tre-
mendous amount of suspicion,
duplication and fragmentation of
bodies dealing with poverty and
development problems.

“We need to have a joint policy
and a joint development strategy.

“Talented and gqualified
people are not available in large

Ay gt Ay B s o s e v e

| numbers'and we need to harness these people to
. work together in a constructive manner.”

Mr Wessels said he was sometimes angered by
South Africans who believed they “can still remain

in white ivory towers and
assist or become involved”,

He was also

unqerstand”
assistance.

{ feel the need to

cT bialql
saddened by people who “won't

the plight of the poor and the need for

“I want to serve notice that I am planning to do
battle with these people in future,” he said.

Mr Wessels said the “developing” component of

South Africa society was marked by a high rate of
illiteracy, poor or inadequate housing, a high in-
fant mortality rate and unhygenic living conditions.

“The hardest hit of all are the aged, children and
the disabled.

“If their plight is not addressed, deﬁendenc:} and
deprivation will strip them of the human dignity
that is their birthright.”

Mr Wessels said he was looking forward in his
new portfolio to working towards removing distrust
‘ among communities and would endeavour to listen
to “the rich and the poor, the uptown and the
downtown, regardless of status’.

® The government hoped to reach parity in all
social pensions in the next five years, he said.

M—'—
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.. LINDA ENSOR

CAPE TOWN -- The Nedcor-Old Mu-
tual scenario’s proposal for a mas-
sive investment in housing for the
poor as a way of kickstarting the
economy has been called into ques-
tion by Stellenbosch economics
professor Colin McCarthy.

Speaking at the western Cape Sa-
cob regional congress McCarthy said
economic quick fixes did not exist.

“To turn the SA economy around
will take {ime,” he said.

“Apocalyptic doomsday talk will
definitely not benefit the economy,

g ap

O

e —

but neither will the creation of fis
expectations through the advocac)
quick fixes be helpful.”

He questioned whether the eo-
nomy could supply the buildiig
materials necessary for a massie
house building programme at
changed prices or whether this woul
merely result in bottleneck inflation

“Does supply really create its own

demand in a money economy? Will\
the effects on the balance of pay-!

ments be negligible? I have my

ick fix for econo
s

ic crists’
L3

ubts aboui these issues.’

Economic growth required an in-
flow of foreign capital. McCarthy
said he did not have much faith in the
idea that the economy could grow
faster on domestic savings through a
drastic lowering of the capital re-
quirements of economic growth. .

To attract foreign investment, the
economy would have to be competi-

tive internationally and therefére

have an export orientated develdp-
ment strategy. |
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DURBAN — Government will soon unveil

a major new plan to ease the national

housing-¢risis and address the problems
arising from SA’s rapid urbanisation,
- Planning, Provincial Affairs and Hous-

ing Minister Leon Wessels said in an inter-

view that his department was working on
drastic changes to existing policies to al-
low for thié rapid provision of land for
settlement and to address the massive
housing shortage around SA’s cities.

The new approach would be outlined in
at least one White Paper to be tabled
during the,nexty session of Parliament,
amounting gfg‘,ifi&;majur policy statement”
on & par with.government’s “orderly ur-
banisatinnffﬁfl":_lg'ff'ﬁtégy announced in 1986.

He said a:najor goal of the “co-ordinat-

ed national palicy on housing and urbanisa-

' éfhous1n

tlon” would be to cut the red tape hamper-
ing the identification of residential Jand
and provision of urgently-needed housing.

Wessels said the number of conflicting
bureaucracies “will have to be drastically
rationalised and streamlined”. ‘

Ways had to be found to boost govern-
ment, private sector and individual efforts
“to make available informat housing'and
housing for the less privileged”. L

Earlier, while addressing the NP’s Natal
congress on problems of squatting, home-
lessness, poverty and rapid urbanisation,
Wessels sald SA would have to see “the
results, not the beginning” of a fresh ap-
proach by next year's session,

[ To Page 2

'“I_—‘-IO--llSillgH > z?c“-q\

the poverty line.

{ people,” he said,

h-—_

| Government needed to be seen as a “car-
ing government” but money alone would
not be a solution to 2 “mammoth task”

“We need to have a joint policy and a
| Joint development strategy. Talented and
qualified people are not available in large
numbers and we need to harness these

Wessels said he was sometimes angered
| by South Africans who believed they “can
still remain in ivory towers and don't feel

| 23% From Page 1

He told delegates that short cuts would
have to be found to speed up the provision
of housing to the poor. SA faced the “awful
spectre” of 16,6-million people living below

the need to assist or become involved” and
saddened by those who “won’t understand”
the plight of the poor,

“I want to serve notice that I am plan-
ning to do battle with these people in
future,” he said. -

He said the “developing” component of
SA society was marked by a high rate of
illiteracy, poor or inadequate housing, a
high infant mortality rate and unhygenic
living conditions. “The hardest hit are the
aged, children and the disabled. I their
plight is not addressed, dependency and
deprivation will strip them of the human
dignity that is their birthright.”

® Seo Page 4
® Commaent: Paga 10
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il By Jovial Rantao

jl -and Shirley Woodgate
| "'Homemowners at-
| “tempting to beat the
deepening recession
oy using extended
bhonds to finance cars
|- or holidays have been
‘\ ‘warned they are play-
ing with fire in the
. long term.

1
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. It was revealed last
week by Reserve Bank
‘governor Dr Chris Stals
'| ‘'that banks were frustrat-
“ing attempts to limit
‘eredit creation by allow-
ing house owners to bor-
row against their mort-
gage loans for luxuries.

- gm = =y e

tral Statistical Service
reports that more than
'40 000 workers lost their
jobs in four main em-
ployment sectors earlier
this year, he claimed
banks were pushing
morigage loans instead
of hire purchase facili-
ties for luxuries because
this was more profitable
for institutions.
Consumer Council as-
sistant director Daan
Kruger cautioned con-

'i-"llr*-‘ﬂ-"w.-q'ii+.--..~—vﬂi"i-ni=ﬂ'-..' [

"’ Coinciding with Cen-

F

sumer:[c! think hard be
fore entering into any
form of debt. .

Since continued con-
sumer spending was con-
tributing to escalating
inflation, he said it was
worrying that people
were spending what they
did not have.

Tony Leng, managing
director of Information
Trust Corporation, urged
consumers to look at
their needs and not their
wants, adding: “The atti-
tude that they were mid-
dle-class and privileged
should not reinforce the
desire to eat in five-star
hotels and live in upmar-
ket suburbs.”

He said it was eXx-
tremely unwise to use

long-term finance to pur-

chase short-term luxury
items which represented
a depreciating asset.

Perm Building Scciety
public affairs manager
Theo Coggin said: “We
would not encourage cli-
ents to use valuable
mortgage loans invest-
ments on non-essential
luxuries they could not
afford.”

He stressed that peo-
ple who decided to vol-
untarily increase home

Pl e

__-_._—-I_- " el _-—-—:_

loan instalments should
be allowed the choice of
increased flexibility as
they had shown a capa-
bility to handie their fi-
nances responsibly.

. s . i
Salie Marais, chair-
man of the Consumer |

Credit Association, said
it was difficult to see
what was wrong with
drawing on paid-off bond
amounts as, unlike with
HP, the bank held the
house as security.

Stressing that HP in-
terest charges ranged up

to 32 percent, he said this

was considerably less
than the 19,75 percent on
home loans.

Professor Tobie van
Rhyn, a member of the
executive committee of
the SA National Consum-
er Union, said consumers
reserved the right, with-
in the constraints of
being responsible con-
sumers, to choose to do
whatever they wanted
with their money. .

He said consumers
used mortgage loans for
other purposes because
they were overburdened
with taxation, and the
cost of living was
soaring,




it

'
+
1
Ll
-

SDEVELOPERS and prospective owners of
*low cost homes have a wide and growing
Avariety of bond financing options open to
“them.

- That’s according to Gavin Hardy, execu-
I :itive director: housing at Murray & Rob-
{erts Construction, who says traditionally
.|:tfinancial institutions have been reluctant
|'{to provide bond financing below R35 000
| for reasons of economic and political risk
Jiiand diminished profitability.

|:*: “However, recently several institutions
|'and independent development organisa-
“itions such as the Urban Foundation and
't Independent Development Trust (IDT)
|- 'have announced or implemented innova-
|-:tive financing schemes designed to restore
1- dignity by allowing individuals to pur-
.jchase their first home, albeit a very mod-
¥t “Among these schemes are the Loan

T

PLLE T R T Ly AL

m&ﬁmwﬁuﬁm Initiative' (LGI) which was» de-+::H15.percént Deposit Repla
A

iiveloped by the Urban Foundation in con-
- junction with the Association of Mortgage

+ Guarantee Company.

|Greater options for financing new h

The objective of the LGI is to open the
R12 500 to R35 000 sector of the mortgage
bond market, particularly for “starter”
homes up to 55m? This initiative is all the
more significant because it expands the
potential market from 10percent of the
black populafion to 33 percent.

.The LGI encourages institutions to pro-
vide financial assistance by providing
them with insurance to cover losses in the
event of a default by the purchaser and
the sale in execution of the property.

- The LGIO's insurance is available where .

* the borrower cn provide a minimum of

P W | '

5percent deposit or an equivalent collater-
al guarantee;” and the loan value does not
~exceed R35 000 (exclusive of costs).

With LGI intervention, a property pack-
age costing R30 000 breaks down

dows:

"M 5 percent deposit/collateral (R1 500);

- 3 -

r N
ln..-h.u

as fol-

F W

@ Tajaj|

. . AP |
a single up-front payment which coversyl;
the institution against “political” risk®
(R4 500); and -
M 65 percent Lender’s risk (R19 500).

The major players in the initiative are-
Nedperm, First National Bank and Stan-
dard Bank, while Volkskas, Proyincial and
Allied have a very small involvement or
are corporate lenders only.

To finance homes requiring loans under
R12 500 ie below the minimuum limit of
the Loan Guaranrtee Fund, the IDT and
UAL Merchant Bank are involved in a
joint venture to raise R500 million from
the private sector.

Also available from Nedperm is the
Perm Salary Linked Home Loan, wherin
repayments are determined as a percent-

.age of the borrower’s income. Loans (typi-

« cally 100 pércent)-are made to émployees

“of companies approved by the Perm.

cement Collat:* "' ¢ gnalify, the borrower: should earn

efal, a single upfronf insurance premium  R800 a month or more, be employed by a
swhich insre up to 15percent‘of the bond ' * Perm-approved employer and be an estab-

"Lenders and now run by the Home Loans ' “?depending on the deposit (R4 500),

'{iW 15 percent Risk Replacement Collateral,

P oy

'3

a
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lished member of a pension. or-provident
fund. e . B2

i s s ow s




F Sidney Poitier was a
returning exile he’d
have a ready-made
| part waiting for him in our
local remake of his fam-
ous Guess Who's Coming
To Dinner?, now re-
named Guess Who's
Moving Into The Neigh-
bourhood?.

You dorn’t need a socio-
logical study to know that
some returning exiles are
using their foreign capital
to buy into previously
pure-white suburbs. Nor
inside information that
nostalgia for the rhythm of
township streetlife quickly
gives way to alienation
and a desire to flee.

A community worker
helping returnees tells me
that many are more than a
trifle distressed by the
change and prefer to set
up home anywhere, as
long as it’s away from
township degradation and
lawlessness.

Most suburbs are affect-
ed. Just check out your
street, and if your neigh-
bourhood isn’t{ beginning
to grey, it’s only a matter
' of time before it does.

To give us our due, very
little overt trauma is be-
ing displayed. We can even
laugh that collective prop-
erty-owner angsi over
black neighbours was
once, in those dark days of
the Old South Africa, em-
barrassingly expressed as
fear that our new neigh-
bours would plant mealies
in the front garden instead

L

T\ vl
of roses.
stresses have nothing to do
with blacks moving in.
Liberal anxiety has shifted
instead to how fo politely
acknowledge their pres-
ence. Is it politically cor-
rect to ignore them, as you
probably would if they
were white?

Or do you go over and do
your bit for race relations
by showing the acceptable
face of white guilt and be-
ing extra nice?

AKE my friend Jen-
ny who lives in an

M old Johannesburg
suburb. For months a
house down the street, an
eyesore, the Kind adver-
tised as a renovaior’s
dream, was on the market,

It was recently sold and
completely revamped. She
heard in advance that the
new owner was a returned
exile and she began to

No, the new |

n: gyer what to do
when they eventually
moved int

She decided she would
drop in — but that was the
easy part. It may be politi-
cally correct to welcome
your new black neighbour
— but what is the political-
ly correct gift to take?

In trying to answer this
guestion a vast uncharted
territory opens, and
there’s no etiquette book
on hand to help. The prob-
lem is knowing where to
pitch the gift.

No-one wants to be seen
over-reacting. Anything
too grand and you could be
accused of being patronis-
ing. Anything too trivial
may seem a slight. And
who would have the nerve
to do something truly
practical like sending over
the maid or gardener to
help with the unpacking.

No Miss Manners tome
adequately deals with this

' .—.L"'L'”- ""',-hpr',r-?‘_‘ —p BRoA, TanRRta T
- | v T ' lr"'{ T
a ' b F -

- new dilemma and we're so:
self-conscious about ‘race:

=
R L.
e

we prefer, to pretend such:
social . awkwardness:
doesn’t exist. It's an at-3
mosphere in which even:
that standard innocuous®

bottle of ‘South". African:

plonk gets a second, and4,

third consideration. P
For years our wine was.;
the unacceptable apart-y

heid gift to take abroad.:].

But who could resist'thes
pleasure of taking a few)
botties over to lefty.
friends. Remember that¥
strained look as. theyy
thought about whether it%
was politically correct to:
even drink it, or whether:
they would have to pour it
down the drain? %

&
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HOSE dﬂYS arél'gﬂrne.:y
My friend finaliy:

break the ice complete
with a large bottie of red -
in her hand and they all-
drank it — without the sil-
1y indulgence of decanting
it into an empty bottle of
Chianti.

It could have been
worse. Jenny could be liv-
ing in a posher suburb
where the exiled elite like
the Tambos are gravitat- |
ing. Adelaide Tambo has
returned to our shores |
bearing a formidable
reputation of having been
no social slouch all those
years in London. What
could one possibly offer a
woman such as this?

I hear she received a
large, dark, welcoming
chocolate cake.

trundled over tu'-‘
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TOWNSHIP residents Lljol had paid
transfer fees for the conversion of
their 99-year leasehold agreements
into full ownership would not be reim-
bursed, legal experts said yesterday.

The lawyers Wwere commenting on
recent lepislation which provides for the
conversion of all forms of black land ten-
ure into full ownership.

In terms of The Upgrading of Land Ten-
ure Rights Act, which came into force at
the beginning of this month and forms part
of government’s land reform package, all
registered leasehold agreements will be
charge, into full owner-
ship or freehold, the SOurces said.

Before the new Act, residents in town-
ships which could grant full ownership
rights had to pay R150 a site to have their
leasehold agreements converted into full
ownership.

The Act did not, however, provide for
such residents to be reimbursed, the law-
yers said. : ,

They said property Owners would get the
game treatment under freehold as they
were getting under the jeasehold. Transfer
duties would not be payable, they said.

The Public Works and Land Affairs De-
partment said about 200 000 registered
Jeasehold agreements would be converted
“automatically” into full ownership as

A DOCTOR who has exam-
ined three right-wingers in
Pretoria’'s HF Verwoerd
Hospital yesterday dis-
missed reports suggesting
the men might be faking
their hunger strike.

The doctor — who asked
not be identified — said
blood tests conducted more
than two weeks ago showed
the men were already seri-
ously ill.
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d transfe

“These people are in ex-
treme danger,” he said.

Henry Martin, 49, Adrian
Maritz, 43, and Lood van
Schalkwyk have reportedly
been without food for 61, 54
and 47 days respectively.

Their lawyer, Wim Cor-
nelius, said yesterday he
was still waiting for the
Correctional Services De-
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soon as township . registers had been 4
opened. R

That process could take 18 months or
more, the department said.

Most of the homes in the townships are
presently occupied in terms of leasehold | k&
agreements which have been upgraded | &
over the years from monthly tenancy t099- | &
year agreements. - L

SPT Housing Consultancy MD Mike
Morkel said few township residents had
full ownership because “only a handful of
townships can presently offer full property
rights”. e

Morkel estimated that only 1% of Trans-
vaal townships could offer full property
rights. The townships included Spruitview,
on the East Rand, and the Soweto surburb
of Naledi. . I

FHA Homes CE John Weaver said there
was no “real” difference between freehold
and leasehold. “Of course, freehold confers
greater security of tenure than leasehold.
Bm'::l real rights of the two are identical,” he
said. '

He added that
er’s point

from a property develop-
of view, leasehold was more
attractive because “a developer is able,
under leasehold, to sell and bond his prod-
uct much sooner than under freehold”.

11191:(; to
able to him the results of
Thursday’s tests to deter-

mine whether they had suf-
fered permanent damage.

The men have threatened
to starve to death if the
tests show they have suf-
fered permanent damage.

Cornelius said yesterday
he did not know how food
could have been smuggled
to the hunger strikers.
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SA’s housing industry will continue to be
battered.by political and economie forces,

and a reduction of available bond finance

. from financial institutions js possible, says

incoming-National Association of Home-
builders (NAHB) chairman Gavin Hardy.
- *Pra ically, the financial performance

-of mostiprivate operators is no longer sat-

isfactory;and more industry players will
be forced .to withdraw from the area of
greatest’need — the low-cost market.”

He saidyin a statement it was pleasing
that many private and government organi-
sations had recognised that the housing
problem warranted urgent attention.

However, it was disheartening that few
organisations were taking advantage of
the Industrial Development Council’s cap-
ital subsidy scheme and that only 9% of
private company applications had been
successful,

“The rationale and strategy of these a)-
locations still has to be made public, but at
this stage, they appear to illustrate the
demise of the (home building) industry: on
the private front,” he said,

Hardy said the building industry would
have to steer carefully through its current
problems in order to meet the challenge of
building one million homes and providing
two million serviced sites, '

A major problem is that bullding costs

ortgage. bonds_ma
be harder to-come b

y

.£0m¢ Oy

ARCIHASENFUSS

have continued to outsirip the inflation
rate. Estimates put the rate at 25% despite
a significant drop in building activity,

Camdon’s marketing director Bryan
Hossack said the recesion should have en-
couraged a drop in costs to stimulate de-
mand. “But instead costs are increasing. , .
it simply means increases are being used
to compensate for a shrinking market.”

Hossack said VAT concessions would
cushion a decline in building activity, but
stressed that this would be short lived and
activity could peter out again after March.

Ilco Homes financial director Warwick
Lombard said future building prospects
were difficult to assess accurately.

Black housing development has been
hindered by political unrest and adverse
economic conditions, which has seen devel-
Opers re-consider their plans to expand
into this market, |

However, institutions and independent
development organisations have designed
schemes to open the R12 5000-R35 000 sec-
tor of the mortage bond market, according
to a Murray & Roberts Construetion
spokesman,

The spokesman said new schemes would
expand the potential market from 10% of
the black population to 339,

-
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By Michael Chester

The Independent Develop-
ment Trust (IDT) has con-
firmed that it is pressing
ahead with its R750 million
subsidy scheme to tackle the
massive black  housing
shortage — despite cautions
from the World Bank that
the plan should be rede-
signed.

The IDT said at the weekend
that the first allocations from

 the subsidy package were ex-

pected to be approved within
the next few days to start the
flow of funds to new housing de-
velopments across South Africa.

The scheme was going ahead
regardless of advice from the
World Bank that it shouid be
“re-evaluated”.

The advice was in a repori
that warned South African plan-
ners: “The present stricture for
formulating and implementing
housing policy is hopelessly in-
efficient and contradictory.”

IDT chairman Jan Steyn said
the trustees were undeterred by
Worid Bank criticisms about
the way subsidies would be
handed over to housing site de-
velopers rather than directly to

homeless families.
As originally planned, the

R750 million would be shared
among developers, who would
in turn cut R7 500 from the cost
of each serviced site transfer-
red to families qualifying for
grants.

scheme would ultimately pro-
vide 100 000 basic housing sites
for the poorest section of
blacks.

The World Bank has argued
that international experience
showed that schemes which
handed subsidies directly to
homeless families had been far
more effective than when
orants were made to deve-
lopers, which, it warned, could
raise the risk of graft and brib-
ery.

[y

Participatioh

Also, the World Bank has ex-
plained that it favoured the al-
ternative of direct payment of
subsidies to homeless families
because it enabled them to
make their own decisions about
what sort of shelter they prefer-
red and where they wanted to
be located — in turn leading to
more competition between

l It was envisaged that the builders to win contti"acts.

Mr Steyn has replie;i: “Con-
ditions differ from one country
to the other, and interventions

have to accommodate local sen-

gitivities and needs.” .’

Moreover, the IDT had made’

it mandatory that its consul-
tants ensured full community
participation In negotiations
going on at a nationwide net-
work of 108 developments.

Also, less than 10 percent of
allocations would go to com-
mercial developers — the rest
would be in the hands of com-
munity-based initiatives.

Moreover, decisions had fo be

-taken in the absence of a com-

prehensive national housing pol-
icy, which was still being for-
mulated by the De Loor Com-
mission. '

“If we had waited for the for-
mal enunciation of such a poli-
cy,” said Mr Steyn, "it would
have meant a delay of years in

. redressing some of the intolera-

ble conditions under which so
many poor South Africans iive.

“The capital subsidy scheme
alone cannot solve the housing
problem in South Africa, but it
is a beginning. -

“When we obtain the addi-
tionai funding we anticipate
from within and outside the
country, we shall take the pro-
cess further.”

The IDT was disappointed
that it had not even been con-
sulted by a World Bank team
that carried out the special
study of South Africa’s urban
development policies. *

® Black housing plans under
fire — Page 11
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MICHAEL CHESTER
The Argus Correspondent

JOHANNESBURG. — While
the number of homeless
black families reaches cri-

sis levels, the World Bank
has hammered South Afri-
‘can housing policy as hope-
lessly inefficient and full of
contradictions and duplica-
tions.

" - Housing policy in South Afri-
ca is in a shambles, according
to the World Bank. Planners
‘have been urged to undertake a
radical rethink about multi-
million-rand proposals on how

to tackle the massive black
housing shortage.

Current schemes may be on
the wrong track, says a confi-
dential report compiled by a
team of experts sent on the
first of a series of “reconnais-
:Sance missions’’ from the
M%QE Bank to study urban de-
Mmamavﬁmﬁ in a post-apartheid
Society.
¥ Phechard-hitting report
warns: “The'fprésént structure

ey,

iy A

£afformukatingivand imple-
Thenting tﬁﬁ%ﬁ icy is hope-
1éssly inefficient¥edntradictory

& nd duplicative.

& “Concrete proposals for re-
rm should be made as early
possible.”

Not even the Independent
‘Development Trust, launched
last year with a R2 billion
grant to serve in the vanguard
‘of black socio-economic ad-

=

vancement, has escaped criti- * jtioids

eism.

“At present,” says the ﬂcu_,mﬂm
Bank, “the housing sector H?
{ South Africa is highly distor"

—

-y

my, the economic efficiené¥ofit

fare of non-whites and‘fhé&zpér=
formance of the housingseéctor>
itself. /o
M,:m Eﬁ%@%@m@%ﬁ&@
tortion is the spatial segrega-
tion of ammmnmwﬁmﬂmmmm%wmmcmﬁ
within citie§. The. .benefits of
correcting -this: problem have
implications-that far transcend
“the housing mﬂma@m: o
first priorities, it
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argues, shilld be far better
land ase.aad: closer integration

T

of Wwhité- and black areas —
with vast. improvements in the

i

plannir;g ‘of new residential
zones ‘interwoven with shop-

PN

ping:¢éntres and business oper-

.n__“_.w.n. al

A .main objective should be

-

R

40 cut down the high transport

B

©osts — as well as the count-

!

. = S e =%1dss hours taken in travel time
ed, with major implications for . —that burden black commut-

the performance of the econgT5ias
" gt %.ba their jobs by former
the cities, the economic™iwel !4 Fpartheid laws.

s forced to live far away

The researchers found in-
stances where the cost of
transport in household budgets
was even higher than housing
and electricity costs combined.

New approaches were need-
ed in town planning to ensure
more freedom for black fam-
ilies about where they chose to
live — with the provision of
jobs and community services
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An aerial view of one of the many squatter settlements that d .
d the odd dwelling here and there is made

of material more substantial than corrugated iron.

near at hand.

Freedom to select the loca-
tion of new homes, as well as
freedom to select the type of
dwelling each family selected,
emerged as one of the issues

that has brought the World

Bank to loggerheads with the
IDT.

The World Bank suspects
that the IDT, too, may be on
the wrong track with its
R750 million capital subsidy
scheme to create at least basic
serviced sites for 100 000 home-
less black families.

It says the scheme, as de-
signed at the moment, “should
be re-evaluated”.

Instead, they say, funds
should be aimed at casting a
far wider net to provide better
services — even if subsidies
had to be spread in thinner lay-
ers to reach a bigger propor-
tion of homeless black families.

“Proposed levels of subsidies
implicit in the current IDT
olan, and the standards associ-
ated with them, appear to be
higher than would be desirable
if the goal is to reach the
broadest population of eligible
households,” says the World
Bank report.

Limited public sector funds
would make a far greater over-
all impact if they aimed at
broader rather than deeper
schemes of subsidisation.

The IDT scheme, unveiled in
March, envisages capital subsi-
dies of R7 500 on the selling
price of each serviced site in-
tended for the upgrading of in-
formal settlements earmarked
for impoverished black fam-
ilies with incomes below R1 000
a month.

A major point of World Bank
criticism is that the IDT in-
tends to pay each R7 500 subsi-
dy to the developer of the par-

4

ot South

ticular site — rather than pay

subsidies direct to the home-
fess families.

The critics say they base
their view on international ex-
perience with the effectiveness
of subsidy programmes.

For example, experience in
Chile, South America, showed
that when negotiable subsidy
certificates were issued direct
to beneficiaries, families had
greater freedom about selec-
tion of location — and what
sort of shelter they decided on.

In turn, home builders had to
compete to win contracts —
and vigorous competition en-
sured that unit costs had to
stay low.

There had been considerably
less success in countries which
channelled subsidies through

' developers, which could raise
the risk of widespread graft

and payment of bribes to de-
velopers and officials.

The advice of the World
Bank to seek a far broader
spread of benefits from housing
subsidies — even if it entailed
a thinner spread — was clearly
influenced by discoveries about
the magnitude of the housing
problem.

The researchers found that
in the PWV zone alone as many
as 380 000 black families were
crowded into backyard shacks
scattered around small houses
in the townships.

Another 250 000 families|
were packed into garages and |
outbuildings. Yet another
100 000 families survived in
freestanding units in squatter |
settlements.

The overcrowding suffered’
by many black families was

also underlined when compari-
sons were made of the average
residential living space at the
disposal of each person — de-
pending on the racial group.

Each white person enjoyed
an individual average living
space of 33,2 sq m at home. The
number of square metres per |
person shrank to 18,2 in the
Asian community and down o
12 for members of Coloured
families.

In the black community, the
average plummeted to 8,9 in
formal housing and all the way
down to 4,8 in backyard shacks
and barely 4,2 in squatter set-
tlements.

Massive government inter-
vention to cure the problem by
the provision of completed
houses, or at the very least ser-
viced sites, looked likely to
cost R6,4 billion a year — over
a sustained period.

However, the World Bank
adds: “When thinking about
housing policy in South Africa

during the coming transition, it ﬂ

is important to consider more
than simply whether or not the
country can afford to allocate 5
percent or more of gross na-

tional product toward housing.

“The real issue is whether-or:
not the country can.afford not
to put in place a sustainable

system of housing delivery.”
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e NARN.
VAT will not

increase clay

brick pric
Finance Staff

The introduction of VAT
will not increase clay
brick prices and in turn
will not influence prices
of building and construc-
tion work, according to
the executive director of

the Clay Brick As nma-
tion, Leon De Bnmﬁ.[g
He was respondi

recent claims made by the .

National Association of
Home Builders that the
cost of a new home could
increase by between 5 and
8 percent as._a result of
VAT.( 282

“Preliminary c -
tions on handindicate that
in most cases VAT will
not affect the price of clay
bricks.

“In fact one of the As-
sociation’s members
claims a small decrease
~ in their brick prices upon
- the introduction of VAT.

“Calculations indicate
that savings do occur he-
cause most brick makers
mine their own clay”.

Substitute brick prod-
ucts such as cement brick
and blocks could increase
as a result of VAT said Mr
De Bruin.
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'THE World Bank has at-

tacked the Sonth African

housing policy as hope-

lessly inadequate and fuii
of inconsistencies and

counterfeits. L am

According to the bank.
planners have been urged
10 undertake a radical re-
think about multimiilion-
rand proposals on how tgo
tackle the massive black
housing shortage,

Present schemes ‘may
be on the wrong track,
Says a confidential report
compiled by a team of
CXperts sent on the first of
a series of “reconnais-
sance missions'”’ from the
bank to study urban de-
velopment in a post-
apartheid South Africa.

Thebank says concrete

proposals for reform

shm:ldbemadeasearlyas
possible because the

D

World Bank slams

housing policy &
TSRO, @]
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_ By JOSHUA
" RABOROKO

present housing sector is

highly distorted.

- The vital feature of this
distortion is the spatial

. Segregation of different
. ractal groups within the
- cities, - ;-

The benefits of cnﬁéct—
ing this problem have im-

~plications that far tran-
‘scend the housing sector.
~ It contends that the pri-

ority should be Jand use

- and close integration of
. whites and blacks and vast

Improvements in the plan-

."ning of new residential
- Zones interwoven with
« shoppingcentres and busi-
- IESS operations. -

-~ The main objective

-should be to cut down the

high transport costs - as

hours taken in trave] time
- that burdens black com-
muters who are forced to
hive far from their jobs by
defunct apartheid Jaws.
However, the Inde-
pendent Development
Trust has confirmed that
is going ahead with its

-R750-million subsidy

scheme totackle the acute
shortage of black hous-
ing, despite the bank’s

. ‘proposals.

It said that the first alio-
cation from the subsidy
package was expected to
be approved within the
next few days to start the
flow of funds to pew
housing development in

the country,

Itsaid that the pian was

going ahead regardless of |

advice from the bank that
it should be redesigned.
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Sales of residential property by auction will gain in popularity as the market changes.
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i-Perm Home Line,
uma udinga ongancika kuyena.

TE 4 a1t

LT T

" Mayelana namaphupho namathemba

-‘ awo wonke umuntu onesifisio
sokuzithengela indlu noma ukwakha,

_L | singakhohlwa yilowo ofuna

| | ukulondolozela kona belu ukwakha. '

Lalela uhlelo i-Perm Home Line ku-Radio
Zulu njalo ngolwe-Sine wesibili phakat
kuka 8 no 9 kusihlwa, lapha uzokuzwa
u-Sjula Mnisi nezinye izingcwethi,
bephendula yonke imibuzo ongaba nayo.
Ukuthenga, ukwakha, ukuthola izimali,
ama-diphozi nokuningi.

Ngakho-ke lalela uhlelo i-Perm Home
Line ngoLwesine ushayele kulenombholo

yocingo, (011) 714-8030 uma unombuzo.
Thembela kubona, bona-ke bazokusiza

ngezinkinga ezimayelana nokuzitholela
mdlu.

Perm Home and Savings
Uma udinga ongancika kuyena.
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SALES of residential
property by auction
will gain in popularity
in response to chang-
ing market sentiment,
says Camdon group

managing director
Mr Scott McRae.

He says until now, auc-
tions have been limited
mainly to the disposal of
deceased estates,

The market is now ripe
to bring auctions into the
sales process upfront.

Worldwide, the auction
method of sales is by far
the preferred technique,
he says.

Market

‘“There is a 90 percent
success rate for properties
brought to market by auc-
tion in Brisbane, Austra-
lia, for instance - com-
pared with only 30 per-
cent successful sales by
conventional means in
South Africa at the mo-
ment.

““The auction method
is also rapidly growing in
the United Kingdom.
The South African
market is very similar to
these and other parts of
the world where auction
selling is the more un-
derstood,”’ he adds.

- He believes the auction
works for both parties.

Edendale project goes
ahead agains

By JOSHUA
RABOROKO

““The seller gets a market
related price and the buyer
knows he 1s not over-
paying relative 1o the
market value of the prop-
erty.

A major attribute of the
method is that it works
fast. This is particularly
relevant in the current
market where the length
of time to a. successful
sale is getting longer.

The traditional methods
of property selling are still
effective. However, his
view is that the auction is
the most effective meth-
ods of determining the

true market value of a

given property.

And once an auctioned
property is sold, 1t stays
sold, as the buyer 15 com-
mitted.

Competition

Often a sale is con-
cluded before the auction.
The very fact of placing a
property On auction spurs
buyers. The seller has the
assurance that if the auc-
tion price does not meet
the reserve price, he may
withdraw the property.

The auction methods
removes the price objec-

t the 0dds

tion to the sale and creates
competition.

“The auction method
of selling coverts property
into the most money in
the shortest period of
time.

““The prices which the
public are asked to pay
are the highest prices
which those who bid can

be tempted to offer by the .

skill and tact of the auc-

tioneer under the excite- =~ =™

ment of open competition.

The buyer, on the other
hand, is assured that the
property is genuinely up
for sale and that the price
he is paying 1s an accurate
reflection of what the
market is prepared to pay.

South  Africans  are
ready for'a new approath
to property marketing.

Method

The auction method is
fast and simple. Auctions
held by Camdons have
proved highly successful.

The issue of the auction
method of sale came up
prominently at the recent
Camdon’s management
conference, he says.

It was apparent from
feedback at the confer-
ence that the auction
method of sale i1s begin-

ning to come to the fore as

an alternative sales ap-
proach,
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to beat r

THERE will be a last-
minute rush info resi-
dential property to
beat the introduction
of VAT, followed by a
boost in prices for ex-
isting housing, accord-
ing to predictions by
expects.

“As the September 30
deadline approaches, we
are seeing an upturn in the
tempo of inquiries as
awareness grows that sav-
ings of about seven to 10
percent onresidential prop-
erty prices will be possible
if the sale goes through in

8y JOSHUA
RABOROKO

time,”” says Camdon’s di-
rector, Mr Bryn Hossack.

The seven percent
Hossack alludes to is in re-
spect of the taxation, for the
first time, of the contrac-
tor’s services, after Sep-
tember 30. Under the old
GST system, only the raw
materials were taxable .

The re-sale of
secondhand homes wtll in-
crease insympathy withthe
increased cost of construct-
ingnew homesdueto VAT,

he predicts.

“While an existling
home obviously does not
have the VAT factor built

in as it were, the general

effect of VAT will boost

housing prices on to an-
other level.

“The prices of existing
homes will be caught up in
the spiral although they will
still maintain their tradi-
tional lower price gap rela-
tive to new hores.

Based on the 12 percent
VAT rate on the labour and
profit factor in new-house
constrniction, the additional

s
.

The value of existing homes will rise by at least 7 percent when VAT is
introduced later this month.

 Last-minute ru

=

tax due on a
house, on which about R4()
000 is building materials,
would be R7 200.

All homes sold by a de-
veloper or by a registered
enterprise will become
“Vatable’’, points out
Hossack, irrespective of
whether the sale is part of
an enterprise’s mainstream
business or not,

He said every purchaser
of property from a devel-
oper wil be charged with
VAT, imespective of the
nature of the property.

The newly-built prop-
erty bought from a devel-
oper will therefore be more
expensive and re-sale prop-
erties sold by enterprises
will also be Vatable.

The good news 1s thal
private second-hand resi-
dential properly salcs will

‘not be taxed.

“There may well be a
breathing space belorc re-
sale prices begin to move
upwards. Bul they will nise
in duc course in sympathy
with the increased cost of
new construction broughl
about by taxation of labour,
matenials and profit.

“The market price of
second-hand privale resi-
dences will increase, the
only guestion being the
tuming of that increase,”” he
added.

“For new homes, any
contract signed before Sep-
lember 30 escapes VAT,
provided the property is
complele in every respec.

“For existing home, my
own guess would be that
buyers will begin to sce the
spin-off effects on prices
by the end of the year.”’

Prospective property
owners would therefore be
well advised to go ahecad
with thetr plans before
VAT 1s introduced, he
added.

For those who already
own property, the introduc-
tion of VAT will, in duc
course, effectively give
them a seven percent or So
“bonus’’ on the value of
thetr property, courtesy of
the Governiment.
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~THE hifting of sanclions
and the tncreased influx
ol immigrants has had a

markedly positive elfect
vn the moud of the prop-

certy market, says the
managing direclor ol
Camdons Group, Mr
Scott MacRae.

He was “exlremely
optimistc’’ about pros-
pects for the market in
spite ol the poor per-

formance of the
economy.
Many people who had

left the country werg re-
turning to South Alfrica
and overscas companics,
individuals and govern-
menis were in the market
for properties.

The unrest had little
impact on prices and
there was no comparison
to he made with the cur-
renl climate as opposed
(o 1976 when: as he pul
il, “I was heavily in-
volved in the property
markct and had a holline
going {o Australia.

Consequently, he did
nol agree thal 1l was a
huyers” market at the
Imonwent,

South Afrcan prop-
criies were still dis-
counled in price com-
parcd with their overseas

' Influx of immigrants
 positive effect

By JOSHUA

RABOROKO

counterparts and this 1m-
plicd considerable leeway
{or further price rises.

Scllers 1n the current
marketl were *“not very ne-
gotiable.”™

“The message therciore
1s buy now. Homes will not
become any less expensive
and anything bought today
will be tomorrow’s bargain
as prices will continue 1o
rise,”” McRae said.

Overseas properly mar-
kets in the United King-
dom, the United States and
Europe were “dead’’ at the
moment, basically bec