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Introduction and background
development in South Africa. The cost of land
and building materials is too high for the bottom
of pyramid. Without financial incentives to
encourage production of affordable housing
in these rapidly urbanizing regions, the gap
between housing supply and demand will
continue to widen, resulting in the continued
proliferation of unplanned urban settlements.

is one of the key market role
players in the housing sector of
South Africa, facilitating the delivery of welllocated, serviced stands that serves to fast track
housing development for low income households
and the working class.
Since its inception in 2019, SAHIF’s track record
within the housing sector has shown growth
and its impact is positioned to transform the
market space. This market analysis report reflects
on some of the pertinent areas that SAHIF is
contributing to, in accordance to sustainable
development.

The target clients served by Micro Finance
Insitutions- MFIs and Cooperatives continue to
experience an undersupply of decent housing
amidst the rapid rate of urbanization which
causes a critical demand for housing. In the
absence of formal, affordable housing supply,
low-income people provide their own shelter
through individual or collective self-help
initiatives.

According to the United Nations, 70 percent
of the world’s population is projected to live in
urban areas by 2050. Urban areas have grown
exponentially, particularly in the developing
world, as people migrate to cities in search of
economic opportunities, better health care,
education and the promise of a better life.
Subsequently, demand for housing remains
extraordinarily high. As urban populations
expand, so do slums. Most new city dwellers
reside in informal settlements and are
experiencing overcrowded, unsafe and unsanitary
living conditions.

While the South African government does not
have the resources to meet even a quarter of
their housing demand, let alone catching up with
[an accumulation of housing deficit] backlogs,
rapid urbanization in South Africa is still far from
being under control. South Africa has developed
and deployed different housing policies to
curb the many housing challenges but several
factors still impede the efforts. And the housing
situation may get worse if radical strategies to
deal with the housing challenges are not put in
place.

The growing gap between the number of
available housing units and the demand for
housing units has greatly affected urban
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Research findings show that financial institutions
with access to long-term housing finance are
also struggling to on-lend to low and middle
income households owing to limited capacity
to design and effectively manage affordable
market-driven housing finance products. Thus,
capacity building and technical assistance to
design and effectively manage demand-driven
affordable housing finance products should
complement the liquidity [long-term funding]
facility.

supply and the demand side. The microfinance
sector and Cooperatives are well suited to the
incremental way in which people with low and
moderate incomes build and upgrade their
shelter. Despite this, incremental housing finance
as a distinct product is relatively new to many of
the MFIs and Cooperatives.
The lack of suitably structured financing products
in South Africa has left low-income households
with few financing options. Most of the MFIs
and Cooperatives are providing generic products
that do not match the unique client financing
needs. The real problem is that the MFIs and
Cooperatives lack the technical know-how to
design and manage Incremental housing finance
products.

Most of the MFIs and Cooperatives are offering
their clients products that meet the other
financing needs, save for housing. This has
resulted in clients diverting the loans from other
purposes to improving their housing conditions.
Access to financing that low-income families
can afford is a crucial element for the success of
incremental building. Research findings indicate
that only 2 percent of traditional microfinance
loans are designed to improve shelter, but up to
20 to 30 percent of microenterprise loan funds
intended for businesses are used for housing.

To this end, this high-level market analysis is
aimed at identifying the gaps and opportunities
in SAHIF’s market participation and assess the
product packaging for the identified affordable
housing delivery market segment.

Incremental housing finance is emerging as an
important contributor to tackling the conundrum
of improving shelter for low and moderateincome families in developing countries located
in East and Southern Africa Incremental housing
finance experiences in Latin America and Asia are
already significant, and the sector is growing in
Africa as new role-players enter the industry.1
There is now increased focus on incremental
housing finance especially the financing products
and options available and efforts looking at the

Esipisu 2008; FinMark Trust, Rooftops Canada Abri International & Habitat for Humanity International 2008; Kihato 2009, The Centre for Urban
Development Studies, Harvard University Graduate School of Design 2000.
1
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Business Model and
Current Delivery
The figure below depicts SAHIF’s current Business Model. SAHIF’s core business is serviced land delivery
with a bias towards affordable housing. However, SAHIF have also ventured into other areas of
investment within both the property sphere as well as other related sectors and alternative building
technologies.
SAHIF’s business structure encompasses three spheres:

CORE
BUSINESS

ALTERNATIVE
BUILDING
TECHNOLOGY

INVESTMENTS

Serviced Land Delivery

• Affordable Housing Building
Technology

• Commercial Real Estate
• Other Sectors

Figure 2 shows SAHIF’s pipeline land opportunities spreads across 5 Provinces in South Africa. Majority
of its land parcels are in Gauteng (59 277, 60%) followed by the Western Cape (24 250, 25%),
Mpumalanga (11 700, 12%), Free State (2 233, 2%) and Limpopo (700, 1%).
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Figure 2: Land opportunities achieves geographic diversification across 5 Provinces of South Africa2

NUMBER OF TARGETED
UNITS PER PROVINCE

GAUTENG

WESTERN CAPE

MPUMALANGA
FREE STATE
LIMPOPO

GAUTENG

LIMPOPO

MPUMALANGA

FREE STATE

WESTERN CAPE

Geographic split is based on targeted number of units in the SAHIF pipeline

• Serviced land delivery: SAHIF’s core business is delivery of serviced land parcels that are also
zoned and titled. Over the course of its last financial year, SAHIF in the process of delivering 7
790 housing opportunities through its serviced land delivery product, potentially housing 31 160
people, and achieving 8% of the targeted number of housing opportunities (see Table 1 and 2
below). However, there are still another 90 370 opportunities that need to be realised.
Table 1: SAHIF serviced land delivery over the last year (2019-2020)
No.

Province

Number of housing opportunities

Population housed 3

1.

Gauteng

1 680

6 720

2.
3.
4.

Gauteng
Gauteng
Gauteng

3 482
1 428
1 200
7 790

13 928
5 712
4 800
31 160

4

2

SAHIF (2019) Company Launch Presentation July 2019

3

Using average of 4 people per household LSM 1-4
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Table 2: Number of housing opportunities
Province
Gauteng
Western Cape
Mpumalanga
Free State
Limpopo

Targeted number of housing opportunities
(Launch July 2019)
59 277
60%
24 250
25%
11 700
12%
2 233
2%
700
1%
98 160
100%

Delivered (2019-2020)

Remaining Target

7 790

51 487
24 250
11 700
2 233
700
90 370

8% of target

• Investments in property and another
sectors: SAHIF’s key investment strategy focus
is to invest into opportunities where the group
identifies synergies between the different
business structure mandates and as such have
always been drawn towards more property
industry specific investments. To date the two
key areas of investment for SAHIF have been in
property and a digital infrastructure.

• Alternative Building Technologies:
In response to the Covid-19 pandemic and
the need to curb the spread of the virus
through social distancing with a particular
focus in overcrowded communities (informal
settlements), SAHIF set up a new business that
focuses on alternate building technologies. The
business model is based on the manufacture
and assembly of temporary housing solutions
for overcrowded communities to promote
social distancing. The business also considers
permanent housing solutions using alternate
building technologies that are both of high
quality and cost effective.

5
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SAHIF’s service offerings and Linkages
to the Housing Delivery Value Chain

The value chain below illustrates 7 key areas of housing delivery:
1. Land acquisition/assembly,

2. Land title/tenure,

3. Bulk infrastructure installation,

4. Housing construction,

5. Sales and transfer of property,

6. Maintenance and

7. Ongoing improvements, social and economic infrastructure.
It is evident that SAHIF’s product and service offerings are intrinsically linked to the housing delivery
value chain and its offerings can be plugged into various stages of the housing delivery process.
Figure 2: SAHIF Business Model and linkages to the Housing Delivery Value Chain4
Land
Assembly/
acquisition

Title/
tenure

1

2

Bulk/
Infrastructure

3

House
Construction

Sales &
transfer

Maintenance
& ongoing
improvements

Social and
economic
infrastructure

4

5

6

7

Property

Serviced Land
Delivery

Investment flows
Linkages to the housing
delivery value chain

Alternative Building
Technologies

Digital
infrastructure

Investments

SAHIF

Adapted from CAHF’s Housing Delivery Value Chain in Africa’s housing finance markets in 2018. Available (online)
http://housingfinanceafrica.org/documents/africas-housing-finance-markets-in-2018/ (accessed August 2020)
4
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1. Serviced land delivery: Access to, and the
acquisition of, land is a critical first step in the
housing value chain. Serviced land delivery can
be linked to 3 areas of the housing delivery
value chain: land assembly/acquisition, title/
tenure and bulk infrastructure.

Table 3: Affordable Housing Market defined by
household income and housing market segment5

2. Alternative Building Technologies:
Alternative building technologies is linked
to bulk infrastructure, housing construction
(cost-effective materials and building
techniques) as well as maintenance and
ongoing improvements phases of the housing
delivery value chain.
3. Digital infrastructure: Digital infrastructure
can be linked to both the bulk infrastructure
and the social & economic infrastructure
phases of the housing delivery value chain.

Affordable
Housing
Market

Household
income

Housing market
segment

Low-income

Earning less than
R7 000 p.m.

The entry market:
properties worth
R300 000 or
less, including
governmentsponsored housing

Middle-income Earning between
R7 000- R20 000
p.m.

The affordable
market: properties
worth between
R300 000 and
R600 000

4. Affordable housing end-user market
segment
SAHIF seeks to provide affordable housing
population for the poor and working class,
essentially unlocking opportunity for housing
products that are R600 000 or less and/or
for households with a monthly household
income of R20 000 or less.

Affordable Housing Market defined using Housing Affordability and
Access and Housing Market Segment information in CAHF (2018)
eThekwini’s Residential Property Market Size, Activity, Performance.
Available (online) http://housingfinanceafrica.org/app/uploads/eThekwini-Residential-Property-Market-FINAL-REPORT-Feb-2018-1.pdf
(accessed August 2020)
5
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and prevent the spread of the virus. Shelter has
become a defence barrier against the virus and is
seen as both a prevention and a cure were mildly
infected people use their homes to self-isolate
and recover. In the face of this pandemic, quick,
responsive solutions are needed to prevent the
spread of the disease which requires a rethinking
of how we use the spaces which we live in.

Covid-19

T

he Covid-19 virus has had a devasting
impact globally and has, to date, infected
millions and killed hundreds of thousands
of people - globally. The spread and impact of
Covid-19 has changed the way we live, work and
interact with each other. Governments across
the world imposed lockdowns, restriction of
movement and social distancing measures to halt

SAHIF’s diversity of investments in alternative
building technology and digital infrastructure
presents responsive solutions in addressing the
impacts of Covid-19.

Barriers to efficient
housing delivery
the rights to the land and house can be
threatened.

• Existing housing backlog: In 2019 the
housing backlog in South Africa stood at
approximately 2.3 million in 2019. It is further
estimated that South Africa needs to build
250 000 houses a year to make significant
Impact on our housing backlog. The supply
of new housing is appropriately 85 000
units a year, with the demand for housing
outstripping supply. What is in place to deal
with this predicament gives South Africa
little hope - a call for more concrete and
responsive actions from various [key players]
housing actors.

• Substandard housing and services: Around
a million people in South Africa live in
substandard housing and not just informal
settlements - houses designed to house 4
people are housing twice the number of
people as there is just not enough supply.
• Informal housing: The South African Census
2011 indicated that of the 14.5 million
households in South Africa, 77.6% live in
formal dwellings, 7.9% in traditional and
13.6% live in informal dwellings which
equates to almost 2 million households that
do not have access to adequate housing.6

• Process: Inefficiencies within municipalities
can delay township establishments which
incur costs that add to the overall delivery
cost of a housing unit.

• Pressure on the delivery of housing and
infrastructure: About 63% of South
Africans now live in urban areas and 40%
in metropolitan municipalities. It is also
predicted that by 2030 another 7.8 million

• Title/tenure security: Housing investments
depend on land having a legal title and
security through tenure and property rights.
Title deeds is important as it provides proof
of a person’s right of ownership to a house
and/or piece of land. Without secure tenure,

6

8

These figures are indicative and not conclusive
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people will be living in South African cities
and by 2050 a further six million, adding
enormous pressures to housing, services and
infrastructure.7

done by families, whether building on their
own or with the help of small scale, usually
informal, construction enterprises. These
families are often the financially excluded;
lacking meaningful access to formal housing
finance to purchase residential plots or
finance home construction.

• Housing project development costs are
impacted by the high cost of accessible land
that is close to cities and urban centres and
the high cost of construction.

• Low-income households build houses
incrementally, which limits financial risk, but
leads to long periods of living in partiallybuilt structures, with the attendant health
and safety consequences. Access to affordable
and appropriate financial services mitigates
these risks, whether through access to credit
to be able to borrow to buy, repair, or improve
housing; savings products that help clients
structure their finances and plan towards
building milestones; or insurance to protect
the home in which they have invested.

• The delivery of services to new housing
developments can be slow and inefficient.
• The price of new houses in desirable locations
is driven up by high building costs and high
land prices. Land costs tend to be cheaper in
peri-urban/peripheral areas.
• The demand for housing is growing faster
than the supply of housing, creating huge
gap between demand and supply.
• Incremental housing finance - That access
to housing finance is key to the realization
of sustainable development is incontestable.
Limited access to housing finance is a
stumbling block to any form of development
in South Africa. The predicament that rapid
urbanization puts the South Africa housing
sector it makes it an increasing challenge for
policy makers and the private sector. South
Africa is struggling with the dual challenges
of housing the low-income citizens especially
the rural population and Urban population
and providing housing at a reasonable cost.

• Many people, majority of whom are lowincome households do not have access to
formal housing finance owing to several
factors including the nature and size of their
income and lack of collateral. Mortgage
facilities across South African financial
institutions have several limitations and
financially exclude the majority of people.
Development of affordable housing finance,
therefore, is deemed crucial to reducing the
housing deficit in South Africa.
• Though housing challenges are born of both
demand and supply factors, the supply side
[if well managed] is more influential than the
latter in changing the status quo. You cannot
influence low and middle-income households’
income in the short run to qualify them for
mortgage facilities but you can invest in the
supply side by providing long-term funding
to the financial institutions for on-lending

• Housing challenges across South Africa
range from rapid urbanization, inadequate
infrastructure, scant supply of long-term
finance, inadequate supply of affordable
housing and property/title registration among
others. These are behind the housing deficit
and slums we see in many South African
cities and rural areas. At the bottom of the
pyramid, the bulk of housing investment is

COGTA (2016) Integrated Urban Development Framework Available (online): https://iudf.co.za/urban-policy/ (Accessed August 2020) (online):
https://iudf.co.za/urban-policy/ (Accessed August 2020)
7
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households. For successful realization of
increased access to affordable housing
finance among low and middle-income
households, the lessons further reveal that
capacity building to design and successfully
manage affordable housing finance loans
should precede the long-term funding.8

to the low and middle income households. In
addition, you can capacitate them to design
and successfully manage market-driven
suitable housing finance products.
• Despite three decades of expertise among
microfinance institutions (MFIs) and
Cooperatives in providing sustainable
housing finance, the role of microfinance
and Cooperatives in the housing sector
remains small. There are several obstacles
that have restrained the ‘mainstreaming’ of
housing finance. Housing finance requires
long-term loans than microenterprise credit,
which brings a host of challenges including
the need for long-term funding for MFIs
and Cooperatives. Few clients can provide
the hard collateral to mitigate risk to the
microfinance institution and Cooperative.
Assessing clients’ capacity to pay is difficult.

• Incremental housing finance is a relatively
new field with lessons emerging from the
diverse approaches in practice especially in the
developing world. Experiences in Latin America
and Asia are especially instructive where
housing microfinance is relatively more wellestablished and proven to work.

Stakeholders
and stakeholder
mapping

• Long-term loans increase the actual
likelihood that the client family’s incomeearner may die before loan maturity. Security
of land title among low-income populations
remains a challenge. The opportunity for
MFIs and Cooperatives to respond to this
obvious demand with housing products
and support services is enormous. Two key
issues, therefore, impede access to affordable
housing finance: inadequate supply of
long-term funding for on-lending to the
target population and capacity of financial
institutions to develop and manage [suitable]
market-driven housing finance products.

Housing and infrastructure delivery require
the participation of a range of stakeholders,
including government (National, Provincial,
Local), the private sector, NGOs, and civil society/
communities. Housing exists in a market where
housing is produced, owned, rented, maintained
and sold in a complex system involving9:
• Buyers and tenants: individuals, households,
companies and governments
• Suppliers and sellers: developers, builders,
homeowners, landlords and governments

• Some lessons across Africa reveal that many
financial institutions suffer more from
lack of capacity to develop and effectively
manage housing finance products than from
inadequate supply of long-term funding for
on-lending to the low and middle income

• Market facilitators: financiers, estate
agents, conveyancers
• Regulators: The City, the province, national
government, and various public agencies and
regulatory bodies

Daphnis 2008; Daphnis & Ferguson 2004; Ferguson & Smets 2010; Ferguson 2008; Malhotra 2003; Mesarina & Stickney 2007; Stein & Castillo 2003;
Stein & Vance 20085; The Centre for Urban Development Studies, Harvard University Graduate School of Design 2000.
8

9

CAHF (2018) An Analytical Framework for Understanding Housing Markets. Available (online): http://housingfinanceafrica.org/documents/ananalytical-framework-for-understanding-housing-markets/ (Accessed August 2020)
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Table 4: Stakeholder mapping
Stakeholder

Role

Regulator

National and
Provincial
Authorities

The National and Provincial Authorities drive the legislative mandate for housing delivery
in the country. The Provincial Department of Housing provides subsidies to qualifying
beneficiaries through various financial institutions.

Regulator

Housing
Institutions

The Department of Housing has created a number of different housing institutions
that to accelerate and improve the delivery of housing, and also to provide finance for
housing.

Regulator

Local
authorities

This includes initiating, planning, coordinating, promoting and enabling appropriate
housing development within its area of jurisdiction.
The local authorities have the responsibility of approving plans and providing services for
the new housing development. The local authority could also help with identifying and/
or providing sustainable land for development.
Housing is a function of local government, but it is not the core business of the local
authority. In some cases, the local authority may take the role as “developer” but would
then also be responsible for detailed design, project management and construction of
houses (take the role as private developer).

Market
Private Sector Banks provide end-user finance and liaise with provincial authorities where subsidy
facilitator - – Banks
finance is involved. When there is no subsidy involved, the bank only provides end-user
financier
finance according to the National Credit Act. The Banks however are becoming more
involved in the development of specific projects linked to the Gap housing market. Many
of these developments represent integrated projects, which focus on subsidised, social
and bonded housing.
Suppliers
and sellers

Private Sector Private developers take on the role of developing the housing stock including doing the
- Developers detailed design, construction, marketing and sales of the units.
The advantage of using a private developer is that the developer carries the risk of the
development and their core business is housing developments.

Buyers and
tenants

End-user
Poor and working-class population that cannot easily access affordable housing options,
Target market essentially low- and middle-income households.
(individual or
It is widely accepted that a household should spend approximately 30% of their income
household)
on housing, however affordability extends beyond this 30% spend. However, it is not
only about being able to afford to buy or rent a house, but also being able to afford to
live in it. This goes beyond meeting expenses related to operations and maintenance; it
also involves considerations of transport, infrastructure and services. If a house is cheap
enough to buy and run, but located far from livelihood opportunities or amenities such as
schools, it cannot be said to be affordable.

Market
facilitators

Private Sector Impact investments are investments made with the intention to generate beneficial,
– Impact
measurable social and environmental impact alongside a financial return.
investors

11
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Digital Infrastructure

T

he rapid growth of digital technology,
also referred to as information and
communication technology (ICT) has largely
reshaped our daily lives and how we live, work
and do business globally. South Africa’s fibre
network and data centre markets are expanding
rapidly with huge and increasing demand for
data coupled with increasing opportunities for
5G and fibre, digital communications companies
including mobile and fixed operators, as well as
a range of digital infrastructure specialists and
investors, are targeting significant investments in
new digital infrastructure. 10

working and learning from home. The growth
in demand for connectivity, which existed even
before the crisis, has led to the expansion of the
digital economy with the extension and laying of
underground fibre-optic cable connecting homes
and businesses.

In addition, the Covid-19 pandemic and the
consequential lockdown shows that digital
connectivity is critical to societal resilience and
business continuity in times of crisis. Reliable
and fast Internet connectivity has become a
vital requirement for businesses and individuals

• Opportunity presents to build the
infrastructure, lay the fibre and maintain
it and other internet service provider can
then provide the user with services on the
network.

Gaps and Opportunities
Accessibility to reliable, cost-effective and quality
digital infrastructure.
• Expand affordable market offering, enabling
households to connect and for work
purposes.

Alternative Building
Technologies
SAHIF will also be exploring to contribute to
the provision of building technologies that may
make construction more affordable, quicker and
easier, and may or may not be permanent. More

and more developments are starting to employ
principles of green building and sustainability
to design, construct, operate and maintain
buildings which can reduce the operating and

Convergence Partners (2019) Who is Leading Africa’s Digital Infrastructure Investment to Enable the Technology the Future? https://www.convergencepartners.com/who-is-leading-africas-digital-infrastructure-investment-to-enable-the-technology-of-the-future?category= (Accessed August 2020)
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• Smart Growth and Sustainable Development

maintenance costs of housing. Components of
Green Building include:11

Gaps and Opportunities
• Transform the way we construct buildings
– faster delivery and cost-effective
construction materials.

• Energy Efficiency and Renewable Energy
• Water Efficiency
• Environmentally Preferable Building Materials
and Specifications

• Emergency/transitional housing opportunity.
• Green building opportunities -People are not
just looking at affordably priced houses but
also affordable and efficient ways to run their
houses.

• Waste Reduction
• Toxics Reduction
• Indoor Air Quality

Market Positioning of SAHIF
Presently, there are not many private sector
entities that focus on accelerating serviced land
delivery as its core business function, according
to our observation, this unique service offering
enhances SAHIF’s value proposition in the
affordable housing and infrastructure space.

agents that are located within its geographical
spread i.e. Gauteng, Limpopo, Western Cape,
Free State and Mpumalanga, which may include
both the public and private sector for its
market penetration to be an identifiable market
participant.

SAHIF’s product and service offering is
intrinsically linked to affordable housing and
infrastructure delivery, these offerings can be
plugged into different stages of the housing
delivery process that can accelerate the delivery
of housing and meet National affordable housing
and infrastructure delivery imperatives.

Key in developing its digital infrastructure
is making it affordable and accessible. Its
Alternative building technology and digital
infrastructure can also contribute to the
development of social infrastructure needs (e.g.
alternative building technologies can be used in
the construction of clinics, libraries and schools)
and as well as economic infrastructure needs (e.g.
digital infrastructure creates a ‘work-from-home’
opportunity, especially in the face of situations
such as Covid-19) within communities.

Integral to its market penetration within the
affordable housing space, SAHIF’s offering needs
to be communicated to key housing delivery

EPA (2016) Components of Green Building. Available (online) https://archive.epa.gov/greenbuilding/web/html/components.html (Accessed
August 2020)
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