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Introduction 

South African cities need well-located, affordable 
housing opportunities to:

• � �Redress spatial apartheid.

• � �Redress the exclusionary impact of urban 
gentrification.

• � Improve the efficiency of cities.

• � Better the lives of poorer households in need of 
affordable housing and better access to urban 
opportunities.

• � �Build a healthier, more socio-economically 
integrated city. 

Although high-quality affordable rental 
housing 

1 can be a catalyst for urban regeneration 
and pressure is mounting to provide such housing, 
delivery has proven difficult, slow, and frustrating. 
To tackle this, the National Association of Social 
Housing Organisations (NASHO), in cooperation 
with Rooftops Canada Equal Spaces Project 

 2, and 
in partnership with a number of metropolitan city 
governments have, through practice, developed a 
pathway to delivery. 

Starting with precinct planning and progressing 
towards implementation using a sequence of 
mechanisms specifically developed for this purpose, 
this approach is:

• � ��Holistic, recognising that transformational impact 
is not possible one project at a time. 

• � �Viable, given the unique funding context of social 
housing. 

• � �Strategic, in its use of government land to achieve 
socio-economic development objectives.

01
Introduction 

and Overview

Delivery mechanisms to 
support affordable rental 

housing-driven urban 
regeneration in 

Woodstock-Salt River



2

This paper is one of three in a series that sets 
out this approach as it is being developed, applied, 
and tested in the inner-city Woodstock-Salt River 
precinct in Cape Town. Specifically, this paper 
explains the delivery mechanisms and supporting 
tools that have been designed to assist municipalities 
to partner with social housing institutions and the 
private sector to implement multiple social rental 
and affordable housing development projects within 
a precinct. This approach is being developed to both 
achieve the socio-economic objectives that well-
located affordable housing can meet, and leverage 
the catalytic impact that affordable housing offers. 

‘Through the eyes’ of people living in 
Woodstock and Salt River, the first paper in the 
series tells the story of why centrally located social 
housing is needed in our cities. It explains why it is 
so important to work with local host communities 
in a community-centred approach to build the 
foundations for an inclusive planning process and 
delivery programme. New affordable housing 
programmes are fundamental to mitigating the risks 

of excluding very poor residents, an ‘unintended 
consequence’ that too often accompanies the 
gentrification of existing inner-city neighbourhoods. 
The design of an inclusive delivery programme, 
particularly for people with unstable incomes below 
R1 500, must include a ladder of progressive housing 
opportunities, informed by a neighbourhood profile 
based on households’ actual needs and budgets. 

New affordable housing 
programmes are 
fundamental to mitigating 
the risks of excluding 
very poor residents, an 
‘unintended consequence’ 
that too often accompanies 
the gentrification of existing 
inner-city neighbourhoods

The series’ second paper unpacks the precinct-
based planning approach that is a cornerstone 
of this process. By aligning public and private 
investment programmes in a precinct, a municipality 
can give form to inclusive urban regeneration 
through more strategic use of its land assets. This 
second feature describes the approach used in 
setting up collaborative relationships to manage 
the engagement processes that must accompany 
implementation via the mechanisms elaborated on 
in this paper (e.g. Smart Partnerships, Requests for 
Proposals, and transitional housing, among others).  

�Overview: A Pathway to 
Delivery

Implementation of affordable housing projects 
comes with challenges that are further complicated 

in inner cities, where land values are higher and space 
is tighter. Intended for urban actors seeking to address 
affordable housing needs, this paper describes a 
pathway that navigates the complexities inherent 
to urban property markets and public land release. 
This pathway begins with a set of initial building 
blocks, which are reinforced by mechanisms and 
tools that together assist municipalities to structure 
partnerships for effective precinct development. 

There are three building blocks that are the basis 
for the successful implementation of this approach: 

• � ��Precinct planning: sets clear socio-economic 
and urban development objectives, and 
identifies a programme of coordinated, mutually 
reinforcing investments – including mixed-market 
residential development projects – to achieve 
those objectives. This process strategically uses 
public land to restructure centrally located urban 
neighbourhoods for greater economic integration, 
while at the same time using financial cross-
subsidization to achieve affordable housing in a 
denser urban form that supports sustainable public 
transport provision and vibrant, economically 
productive urban spaces. 
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• � ��Community-centred planning: from the outset 
builds partnerships with communities, based on 
inclusive and sustainable development.

• � ��A package of incentives: facilitates viable, 
affordable rental housing development in 
a densified built form that does justice to 
advantageous, prime inner-city locations in a land-
scarce context, where substantial risks and higher 
costs normally preclude viability and affordability.

The above building blocks are supported by a set 
of implementation mechanisms. A number of these 
mechanisms are not new to how municipalities 
transact and maximise the impact of their land 
towards varied objectives. However, such mechanisms 
must be adapted to the very particular context of 
social housing, if social housing in inner-city areas 
such as Woodstock-Salt River is to become a reality. 
Mechanisms must be tailored to the very particular 

imperative of spatial justice. The mechanisms further 
discussed in this paper are summarised as follows:

1  �Smart Partnership Agreements made between 
the municipality and social housing institutions, 
frame the terms by which access to land and 
resources to implement projects will be granted 
and managed. 

2  �A Municipal Land/Building Pipeline that identifies 
suitable property assets, assesses their best 
use to achieve socio-economic objectives, and 
packages suitable land for effective release and 
development. 

3  �Land release mechanisms that can ensure a fair 
but practical land disposal process and secure 
the socio-economic development objectives for 
the land in perpetuity, protecting both the public 
interest and municipal investment. 

Above: Building blocks and mechanisms for 
affordable rental housing-led urban regeneration
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4  �A Mixed-Market Development concept with 
possible Joint Venture (JV) partnerships between 
Social Housing Institutions (SHI) and private 
sector developers. The mixed-market mechanism 
is designed to enable a third (private sector) 
partner to contribute delivery skills to ensure 
market product success, thus generating profits 
that cross-subsidise the affordable housing 
components of a development, as well as 
supporting higher densities.

5  �Transitional housing is a precinct-level mechanism 
to maintain inclusivity by responding to the needs 
of homeless or potentially displaced, very poor 
households currently living on sites where 
development will occur. 

Tools to support decision-making for these 
mechanisms are also presented in this paper. These 
include:

• � ��An approach to assess the suitability of land for 
inclusive housing development 

• � ��Templates to test the financial feasibility of 1) a 
social housing project or 2) a residential project 
that caters to different markets, thus enabling 
financial cross-subsidisation to the development’s 
affordable components.

• � ��A tool developed to assist municipalities when 
adjudicating proposals.

Below: Woodstock with older and 
renovated houses next to each other
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Precinct Planning
Why Precinct Planning?

Municipalities are required to identify priority 
precincts within which they will implement 

their Spatial Development Framework objectives 3. 

Precinct plans must set out detailed, concrete 
development proposals, provide timeframes, and 
commit resources for implementation. These plans 
must demonstrate how resources can be focussed 
and coordinated in identified precincts across 
multiple role players to achieve stated objectives, all 
while stimulating a mutually reinforcing cycle of 
continued investment by households and the private 
sector. The National Treasury views precinct 
planning as a key tool to build a ‘Built Environment 
Value Chain’ that supports compact cities and 
transformed urban spaces. 

In this context, precinct planning is a tool 
to apply legislative and policy directives that 
compel our municipalities to prioritise local areas 
for the development of inclusive, affordable 
housing opportunities. Precinct plans also provide 
a framework for developing an urban form that 
supports the sustainability of significant public 
investment into improved public transport systems, 
which in part means designing for higher densities. 

Another reason developable sites in inner-city 
neighbourhoods must achieve higher densities is that 
they are so limited in number. This is especially true 
of publicly owned sites, whose location potential 
must be fully optimised if the municipality’s socio-
economic and urban development objectives are to 
be achieved. That said, such densities can present 
risks if the precinct is not planned and managed 
well; for example, if the quality of public space and 
facilities is insufficient to address the needs of the 
larger and more diverse population that comes with 
densification. 

02
The Building 

Blocks
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Making affordable housing development work 
in the right locations will not happen on its own. It 
requires concerted action by many to create 
conducive conditions for viable projects to rise from 
the ground. Precinct planning is a tool for coordinated 
programmatic action. For this reason, the City of 
Cape Town (CoCT), NASHO, the Development 
Action Group (DAG), and the Equal Spaces Project 
adopted this approach for use in the Woodstock-Salt 
River area. Using government property assets in a 
strategically targeted manner, precinct planning 
done effectively translates the potential to achieve 
well-located inclusive housing at scale into a reality. 
The first step in sustainable spatial transformation 4, 
precinct planning is important to manage risk and to 
create value that can be captured for viable inclusive 
development.  

Why the Woodstock-Salt River 
Precinct?

In 2002 the CoCT prepared a Revitalisation 
Development Framework for Woodstock-Salt 

River. Emanating from this plan, CoCT implemented 
a few scattered projects, such as the upgrading of 
public space, and the packaging of the Salt River 
Market site for redevelopment for social housing. 
At the same time, the Woodstock-Salt River area 
was included in Cape Town’s Urban Development 
Zone. As Cape Town CBD’s regeneration flourished 

in the early 2000s, investors sought more affordable 
development opportunities in close proximity to the 
downtown area. The resulting private investment 
sparked an unmanaged regeneration process where 
gentrification has and continues to push residents 
from the area. The unique history of Woodstock-Salt 
River is outlined in greater detail in the first paper 
of this series. In sum, it was one of only two areas 
that escaped forced removals of coloured and black 
families from central Cape Town under apartheid, 
making it a rare thing: an integrated and centrally 
located neighbourhood. The looming tragedy that 
households of diverse income and background could 
now be ousted from the neighbourhood – defeating 
the very objectives of post-apartheid city planning – 
clearly demanded targeted action. 

Community-centred 
Planning
�Neighbourhood Profiling, Community 
Organising, and Engagement

Precinct planning in inner-city neighbourhoods 
is as much about addressing existing local 

issues, needs, and priorities as it is about setting out 
the programme for implementing broader spatial 
transformation objectives. The overall objective 
of building sustainable, integrated, and inclusive 
communities is enhanced if local communities are 
included in the development process and outcomes. 
Additionally, as a form of new development, social 
housing is often poorly understood and particularly 
sensitive to host-community dynamics. The negative 
consequences of community exclusion spill over 
into delays, beneficiary disputes, rental boycotts, 
and urban management challenges. 

Community-centred precinct planning can 
engender understanding between local stakeholders, 
government, and delivery agents. It lays an important 

To this end, precinct planning (and management) should be able to address all the preconditions 
which create a healthy and enabling environment for investment and development. These 
preconditions, inter alia, include: transport efficiency, adequate infrastructure capacity, improved 
environmental quality through public space, the promotion of efficient urban management 
operations, and the leveraging of public land holdings to incorporate affordable housing. 

Lance Boyd, Senior Planner, City of Cape Town

	 RESOURCES
The community-centred precinct planning 
approach that has been followed in 
Woodstock-Salt River is discussed in greater 
detail in the second paper in this series. 
http://www.nasho.org.za/wp-content/uploads/
Dream-or-Do.pdf
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foundation for smoother implementation unhindered 
by local resistance, as well as for sustainable urban 
management, where residents and neighbours share 
a commitment to a better cared for public realm. 

In Woodstock-Salt River, DAG has used 
neighbourhood profiling underpinned by a relational 
organising methodology and capacity building to 
enable sustained community engagement throughout 
the precinct planning process. This social facilitation 
approach acknowledges that communities faced 
with change need support to understand and 
respond strategically to new pressures, fears, 
and opportunities. Through this approach, DAG 
has been able to both mobilise and support local 
communities to engage with the precinct planning 
process to prevent further exclusion in the ongoing 
redevelopment of the precinct. Importantly, this 
approach further builds on the community’s existing 
social capital, a resource underpinning a healthy 
society engaged in pursuing its advancement in 
partnership with government. 

The social facilitation process takes place 
at three levels, all of which are needed to hold an 
inclusive planning process together:

• � ��Advocacy & lobbying: bridging the gap between 
communities, government, and developers. 

• � ��Community facilitation at the neighbourhood scale: 
building understanding, building relationships, 
capacity building and strengthening.

• � ��Community engagement at the site-specific 
project level: this engagement translates technical 
processes into manageable steps that households 
and other local actors (e.g. shopkeepers, etc.) can 
understand, interact with, and engage with as real 
choices. Bridging the gap between the technical 
project plans and local needs and issues, this 
process ensures that plans are informed by and 
adapted to needs on the ground; for example, 
supporting a peaceful and secure transition from 
an occupied site earmarked for development to 
a transitional housing area. While facilitation of 
these engagements should be independent, they 
should be funded by the project in the interests of 
project sustainability.

DAG followed a simple series of steps in  
this process: 

• � ��Understand the area’s history. 

• � ��Understand the existing demographic and 
settlement profile (e.g. population, dwelling types, 
and incomes).

• � ��Identify existing community structures, map them, 
facilitate networking and collaboration (and future 
coalitions).

• � ��Facilitate communication between community 
structures and government to build understanding, 
empathy, trust, and accountability in both 
directions. 

• � ��Understand community fears, needs, and issues 
in order to address these in the precinct planning 
process. 

• � ��Establish a Neighbourhood Project Steering 
Committee (NPSC) as an accountable forum for 
engagement within and between neighbourhood 
communities, as well as between neighbourhood 
community organisations and other actors.  

• � ��Share responsibility for making progress towards 
delivery. 

The role of an intermediary – in this case an 
independent non-governmental organisation (NGO) 
committed to organising communities to engage 
positively in inclusive development processes 
– has proven to be an important ingredient for 
community-centred planning. DAG’s organising 
work in Woodstock-Salt River was crucial in 
addressing and resolving interconnected issues 
relating to housing, economic opportunities, safety, 
health, and education within the community. This is 
a significant best practice that other municipalities 
can encourage either through integrating their social 
development units into the precinct planning and 
precinct ‘doing’ that follows, or partnering with local 
NGOs to bring together civic organisations, City 
Improvement District (CID) organisations, private 
landlords, businesses, and other local stakeholders. 
Importantly, DAG’s role is not to replace direct 
communication between communities and their 
elected representatives and City leaders/officials, but 
to support constructive neighbourhood engagement. 
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Important milestones at which neighbourhood 
engagement must take place: 

• � ��In the precinct planning. 

• � ��Prior to and when a Request for Proposals (RFP) 
on land development is released.

• � ��In the planning and implementation of relocation 
processes. 

• � ��In the design of transitional housing projects. 

In addition, regular communication must 
take place throughout the precinct planning and 
development process. Also, to avoid confusion and 
consolidate the neighbourhood engagement process, 
the milestone engagements suggested above 
must be integrated with the larger, overall process 
that includes the statutory public consultation 
processes required to obtain planning and building 
authorisations.  

Another important learning is around the central 
role women play in neighbourhood engagement 

processes. Women quickly step in to identify and 
address issues, resolve conflicts, and demand 
change. Women are at the coalface of the day-to-
day tribulations faced by threatened or marginalised 
communities, and it is important that organising and 
engagement methodologies support and strengthen 
the practices of existing and potential women 
leaders. 

�Institutional Coordination

The experience of Woodstock-Salt River to date 
has shown that community-centred precinct 

planning towards the integration of inclusive, 
affordable housing in urban regeneration efforts can 
only work well if there are established mechanisms 
for regular communication and feedback between 
an intermediary organisation such as DAG, the 
municipality, and a sector body such as NASHO, 
as well as the neighbourhood communities. In Cape 
Town, a Project Steering Committee on Social 
and Affordable Housing was put in place to ensure 
communication and robust engagement on the process, 
its objectives, and the steps followed to get there. 

We have learnt that the engagement must be sustained through the highs 
and lows, busy and quiet times of precinct planning, project preparation, 
and implementation activities – in order to maintain open communication 
channels and continually review, reiterate, and build on knowledge and 
understanding. 

Helen Rourke, Programme Manager, DAG

	 RESOURCES
Precedent: 
See the Development Action Group’s: A Neighbourhood profile report for Woodstock and Salt River.  
http://www.nasho.org.za/wp-content/uploads/DAG-Woodstock-and-Salt-River-Issue-Profile_DAG-2017.pdf

See DAG’s “Precinct Development and Management Process Fact Sheet” http://www.nasho.org.za/wp-
content/uploads/W_SR-Precinct-Planning-and-Managment-Approach-to-Public-Participation_DAG-C40-
INPUT-26042018.pdf and “’Social Housing Fact Sheet’’. http://www.nasho.org.za/wp-content/uploads/
Woodstock-and-Salt-River-Social-Housing-FactSheet-DAG.pdf

Also see: “Can Social Housing save Woodstock and Salt River: A community-centred approach to 
neighbourhood regeneration”.  
http://www.dag.org.za/wp-content/uploads/2018/09/Re-imagining-Woodstock-and-Salt-River.pdf 

Other successful community organising methodologies have been developed and applied in the eKhaya 
Neighbourhood Project in the Johannesburg CBD which offer valuable lessons:
http://thehda.co.za/pdf/uploads/multimedia/HDA_Regenerating_a_neighbourhood_case_study.pdf
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As this initiative has progressed towards 
implementation, this partnership has subsequently 
been reinforced with a CoCT interdepartmental 
and intergovernmental Project Management 
Team, which coordinates precinct-level planning, 
implementation, and management. The Project 
Management Team’s possession of the proper 
mandate to perform its tasks has proven critical to 
building trust and confidence in the process amongst 
partners. This is key to the project’s overall progress. 
A better organised community – taking the form 

Above: Woodstock-Salt River institutional 
mechanisms to support community-centred 
planning

DAG 2018

of a Neighbourhood Project Steering Committee 
– deserves and requires an organised and fully 
engaged municipality/government with a coherent, 
long term vision against which each step taken is 
assessed and directed, issues are balanced, and plans 
are implemented.

This structured and substantive way of engaging 
at a neighbourhood level in Woodstock-Salt River is 
presented in the diagram above. 
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Salt River RFP process, informed by the CoCT and 
NASHO’s research into which incentives would 
make the biggest difference to affordability in this 
context. The Woodstock-Salt River work underscores 
the importance of incentives being targeted towards 
maximising the number of affordable units achieved, 
with as deep a reach as possible, in order to ensure 
that the benefit of public sector investment is felt by 
those most in need.

The CoCT is offering a number of incentives 
upfront. Additional incentives may be negotiated 
on a project-by-project basis, provided they are 
linked to additional benefits offered by the project 
proposal, and support the CoCT’s socio-economic 
and urban development objectives. For example, 
additional benefits could relate to higher densities, 
a greater yield of affordable units, more affordable 

	 RESOURCES
Research: The City of Cape Town commissioned NASHO to undertake research into Affordable Rental 
Housing Incentives for Transit-Oriented Development Corridors
http://www.nasho.org.za/wp-content/uploads/AFFORDABLE-RENTAL-HOUSING-INCENTIVES.pdf

Guideline: Incentives and risk-sharing is also discussed in the National Treasury’s Catalytic Land 
Development Guideline, 2018: 
http://www.nasho.org.za/wp-content/uploads/01-CLD-Guideline-Aug-18.pdf

The Woodstock-Salt 
River work underscores
the importance of 
incentives being targeted 
towards maximising the 
number of affordable 
units achieved, with as 
deep a reach as possible, 
in order to ensure that 
the benefit of public 
sector investment is felt 
by those most in need

�Incentives to Improve the Viability of 
Affordable Rental Housing on  
Well-located Land 

Municipalities can provide incentives to 
motivate developers to invest where they 

may not otherwise invest, or to do more than they 
normally would; an example of the latter being to 
include opportunities to accommodate households 
that would otherwise be excluded on affordability 
grounds. 

The national government provides capital 
subsidies to SHIs accredited by the Social Housing 
Regulatory Authority (SHRA) to build social 
rental housing in well-located areas. However, as 
these subsidies cover neither the construction nor 
operational costs in full, the SHI must also use private 
finance and its own equity. Moreover, the high costs 
of inner-city development at higher densities require 
additional measures to keep budgets down and 
ensure rental affordability for those the housing is 
intended to serve. 

There are a number of direct and indirect 
incentives that improve the viability of affordable 
housing projects and keep rentals at affordable 
levels. Project costs can be reduced in both the 
planning/construction and operational phases 
through additional subsidisation and improving 
efficiencies, and through sharing or reducing the 
risks involved. In developments of this nature, risk 
is an ‘expense’ that is typically priced into the cost of 
finance; it can also scupper a project along the way, 
resulting in significant losses for many. 

Municipalities across the country have used 
various incentives to improve viability of affordable 
housing. More are being tested in the Woodstock-
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units targeted at the lower end of the social housing 
target market, or innovative economic development 
opportunities – over and above what is required in 
the RFP. Importantly, any incentive must be targeted 
in the long term to benefit as many households at 
the lower end of the social housing target-market as 
possible, to maximally achieve the socio-economic 
intent that remains unattainable in existing free-
market condition.

Possible incentives are summarised in Tables  
1 and 2. Incentives are packaged into the different 
mechanisms discussed in the next section of 
this paper. For example, the land valuation/price 
incentive would be included upfront in a partnership 

agreement, while other incentives are more specific 
to particular project viabilities and objectives, such 
as a densification subsidy. 

It is important that a municipality costs the 
incentive on offer. All incentives are resourced from 
somewhere else, meaning the municipal fiscus, 
other grants; etc. The sustainability of the affordable 
housing rollout in a precinct depends on the continuity 
and sustainability of these incentives and/or the 
careful management of their phasing out. Ongoing 
discounted rates and service charges should also not 
have unintended consequences, such as leading to 
inferior urban management service levels.

Below: A woman cooks in the kitchen 
at the Pickwick Transitional Housing site
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Incentives that Directly Reduce Costs
Planning and Construction

Delayed land transfer/ payment to reduce holding costs 

SHI holds land as equity

Discounted land price (below market value on the basis of the socio-economic benefit)

Serviced land 

Densification subsidy/grant/loan determined on a project-by-project motivation

Reduced parking ratios

Interest free loan or reduced interest rates/payment terms

Waived or discounted development contributions 

Waived or discounted utility connection fees 

Prior project packaging/ site de-risking or due diligence tasks/reports (that don’t expire); such as:  

• � Survey confirming land ownership erf boundaries, any erf restrictions (e.g. servitudes, title deed, etc.); 

• � Detailed geotechnical study; 

• � Heritage assessment;

• � Demolition application process; 

• � Environmental assessments/exemption applications/impact assessment reports; 

• � Land-use (zoning) approvals (provided this does not lock in conditions that may pre-empt detailed design)

Waived or discounted planning and building approval application fees 

Operation and Management

Rates exemptions or rebate ?? What to do?

Application of universal indigence benefits (free basic allowances)

Application of base residential tariffs for municipal services and utilities 

Rental indigence grant

Table 1: Incentives that directly reduce costs for affordable housing development projects
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Incentives that Indirectly Reduce Costs: 
Reducing Risk and Efficiencies
Planning and Construction 

Community-centred planning that brings communities on board throughout the development process, 

reducing objections, work stoppages, etc.

Density incentives that provide certainty in the planning application process 

Prioritised and faster streamlined planning and building approvals including internal institutional 

coordination amongst departments involved in precinct planning and development permissions supported by 

aligned sector policies relating to density and provision for increased demand for services as a result of density

Municipal pipelining and coordination of subsidies with the provincial government and SHRA to improve 

certainty of timing and availability, as well as other subsidies such as the Urban Settlements Development Grant 

or Integrated Cities Development Grant 

Information like market and site based due diligence studies (legal, heritage, environmental, etc.) made 

available, also reduces costs of research and abortive work

Pre-packaging of sites to an appropriate level of planning permission, including density allowances and 

removal of unnecessary encumbrances removing the time and cost risk of the permissions burden 

Operation and Management

Urban Development Zone tax incentive 

Urban management systems and partnerships 

Problem building enforcement 

Aligned investment in necessary facilities, amenities, and services (e.g., schools, clinics, public spaces, bus routes/

stops etc.) identified in the precinct planning stage 

Table 2: Incentives that indirectly reduce costs for affordable housing development projects
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Smart Partnerships

Social housing is South Africa’s foremost 
programme for the provision of higher density, 

affordable housing in well-located urban areas. It 
is subsidised rental housing, delivered in terms of 
a national Social Housing Programme. In South 
Africa, non-profit SHIs are accredited and regulated 
by the SHRA, the national regulator of all state-
assisted social housing stock. The SHRA also 
makes a capital subsidy available to the SHIs for 
the construction of social housing. SHIs are key 
delivery partners for municipalities attempting to 
achieve their spatial transformation objectives. For 
more background to social housing provision in 
South Africa, see the first paper in this series. 

Strong partnerships between municipalities 
and SHIs create the basis for building capacity in 
the sector, and enabling and scaling up delivery. 
Established over the medium term rather than on 
a project-by-project basis, such partnerships also 
better leverage the public investment from both 
the national government (through the SHRA) and 
the municipality for outcomes that go beyond the 
creation of residential units (i.e. socio-economic 
transformation, etc.). Recognising this opportunity, 
NASHO and the Equal Spaces Project designed the 
‘Smart Partnership’ mechanism, formalised through 
a progressive set of contractual relationships, and 
adapted for use by the CoCT. 

Under this mechanism, SHIs, both fully and 
conditionally accredited, are invited to enter into a 
five-year partnership with the municipality, with the 
requirement that the SHI has a physical presence 
in the city. This partnership is established prior to 
any land being offered for development on a limited 
competitive basis amongst Smart Partners. The 
Smart Partnership process serves as a municipal 
registration process, where the municipality applies 
its own criteria (in addition to those of the SHRA) to 
satisfy itself on the suitability of a panel of SHIs to 
act as its delivery agents in the implementation of social 
housing development projects on municipal land. 

03
The 

Mechanisms

Strong partnerships 
between municipalities 

and SHIs create the basis  
for building capacity in 
the sector, and enabling 
and scaling up delivery

Left: Demolition of a broken down 
part of a building at on Albert Road in 2018
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 Above: Smart Partner Preparation Flow Chart
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This ‘pre-qualification’ approach allows the 
municipality to then proceed with a ‘by invitation’ 
transaction approach, which is both more efficient 
and allows it to progressively sharpen requirements, 
as appropriate to specific sites through successive 
agreements. Land development opportunities are 
then made available on a limited competitive basis 
amongst Smart Partners through an RFP process. 

Complementing the regulatory role played 
by the SHRA, Smart Partnership empowers 
the municipality to monitor and manage SHI 
performance in relation to the municipality’s distinct 
vision and plan, and how those are being delivered 
on municipal land. The partnership also encourages 
a constructive working relationship with SHIs, 
making their work easier, given their dependency  
on municipalities to provide affordable access 
to land, development approvals, and access to 
infrastructure, and to generally assist in containing 
development costs. 

Smart Partnerships are formalised through a 
framework agreement, which establishes the basis 
on which the municipality and the SHI will work 

together to deliver social housing. This model  
is being replicated in other South African 
metropolitan cities. 

Fully accredited Smart Partnership agreements 
are premised on the transfer of freehold title of 
the land to the SHI. Conditionally accredited 
partnership agreements require the SHI to deliver 
at least one project, on a leasehold basis, manage 
the project and tenancies in accordance with the 
regulations monitored by the SHRA, and operate 
for a period of at least two years in ‘good standing’ 
with full SHRA accreditation, before moving to 
full Smart Partnership status with the municipality. 

INFOBOX 1

A municipal spatial development framework, a 
precinct plan, and supporting legislation provide 
the basis for the designation of land for state-
subsidised and inclusionary housing. These plans 
should frame the valuation of such land supported 
by the legislated provisions (identified in this 
report) that empower a municipality to value (price) 
land on the basis of its economic and community 
value, not only ‘highest and best use’ in financial-
return terms.

Other state-owned land may be available and 
suitable for development, and potentially catalytic 
in terms of the precinct plan. The legislative 

framework (including inter alia the Public Finance 
Management Act 1 of 1999, associated National 
Treasury regulations, and the Government 
Immovable Asset Management Act 19 of 2007) 
that governs the disposal of land not needed by 
a government department or state entity, obliges 
consideration to be given firstly as to whether 
another organ of government could use the 
land; in this case the land could be donated to a 
municipality. Such land could also be disposed of 
for best value for money, which is defined not only 
in monetary terms, but also in terms of economic 
and social return

Can Government Release Land  
Below Market Value?

Smart Partnerships make 
the work of SHIs easier 
given their dependency 
on municipal processes 
to be managed to contain 
costs
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The municipality also facilitates capacity support to 
conditional partners. 

For well over a decade, the CoCT has entered 
into various partnership agreements with SHIs. 
Supported by housing legislation and within the 
legislation and regulations governing municipal 
land disposal, these agreements have enabled the 
CoCT to make land and subsidies available directly 
to SHIs. The current initiative to secure social 
housing development at higher densities aligned to 
the CoCT’s transit-oriented development objectives 
in the Woodstock-Salt River precinct has helped to 
further develop the Smart Partner model. 

In the Woodstock-Salt River RFP, Smart 
Partners’ projects can benefit from additional 
incentives, relative to the social rental housing 
yield. Smart Partners can also enter into ‘Joint 
Ventures’ with private sector partners to develop 
units or space for the open market. Such units can 
be for sale or rent, and exist to generate additional 
cross-subsidisation income to improve the viability 
and yield of higher density social rental stock and 
reduce reliance on state subsidies (see Section 4 for  
more detail). 

�Establishing a 
Municipal Land/
Building Pipeline

In the context of spatial transformation 
requirements, a primary output of the precinct 

planning process must be to identify land suitable for  
(re)development; particularly, publicly owned land 
that can be developed for affordable housing. The 
municipality’s own land represents a strategic means 
to implement the precinct plan and catalyse or 
influence development in the precinct, particularly 
where affordable rental housing is needed, and 
building that housing into an active land market 
requires land costs to be subsidised. 

Led by its developmental objectives the 
municipality must package a portfolio of sites. 
A portfolio is important. If a municipality wants to 
help ensure affordable housing in a precinct, it 
should package enough sites to make a difference, 
and if there are few appropriate large sites, then the 
portfolio assembles clusters of sites within the 
precinct. Creating a portfolio means identifying, 
assessing, preparing, and packaging municipal land, 
and then strategically managing the release of this 
land. Having a prioritised pipeline of affordable 
housing development opportunities in the precinct 
also provides certainty for potential development 
partners who will need to build capacity, leverage 
finance, and enter into development partnerships 
before they can fulfil their role as the municipality’s 
delivery partner for social housing. 

Clustering sites in the pipeline for development 
is important because higher densities are more 
expensive to develop, entailing higher land values 
and building costs. Current subsidies available to 
SHIs do not differentiate between units delivered 
in 2-4 storey blocks and those in medium- and 
high-rise development. Inner-city sites are also 
typically smaller, meaning potential yields on a site-
by-site basis may render social housing unviable 
(operations require scale to bring costs down, given 
capped rentals). In other words, the economies 
that are possible on single, large-scale sites in less-
central urban locations are unviable on smaller, 

	 RESOURCES
Templates: 

•  ��Smart Partnership Application Form 

•  ��Full Performance Smart Partnership 
Agreement 

•  ��Conditional Performance Smart Partnership 
Agreement 

These templates can be found here: 
http://www.nasho.org.za/wp-content/uploads/
SP-Tools
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inner-city sites, unless a collection of sites that can 
be developed as a portfolio or package is identified. 
This kind of packaging will allow Smart Partners and 
Joint Ventures (JVs) to achieve economies, provide 
for cross-subsidisation, and achieve efficiencies 
where services can be shared across a number  
of projects.

The land preparation and packaging programme 
that releases a pipeline of development opportunities 
must be led by objectives coming from both the 
precinct planning process and the broader city-
planning strategic objectives (e.g. the need for 
opportunities to accommodate the poor in well-
located areas with high land values). In other words, 
the programme’s vision for the neighbourhood must 
be implemented with reference to the city’s larger 
vision. To that end, programme objectives must be 
clear, comprehensive, and sufficiently articulated so 

that development concepts can be assessed for how 
far they go in meeting them. 

That being said, a precinct plan will have 
multiple objectives. Developable land in the 
precinct must be carefully assessed for its suitability 
for different kinds of development based on the 
range of needs and opportunities identified in the 
precinct planning process. Objectives will compete 
with one another unless all of the land is considered 
as a portfolio, and precinct planning objectives 
are translated into measurable site development 
objectives based on that assessment. Examples of 
measurable objectives at the site level could be: 
density targets, built form, building heights, desired 
land use mix and affordable-housing components, 
as well as the targeted income groups within  
this component.

INFOBOX 2

Development objectives can not only relate to 
spatial transformation and built environment 
performance. The implementation of affordable 
housing projects provides economic and social 
development opportunities that should not 
be missed. Similarly, the allocation of social 
rental units provides an opportunity to target 
particularly vulnerable households or special needs 
households. A clear and proactive gender focus to 
support women is a key objective, and the CoCT 
has now added women-focussed requirements to 
its Local Economic Development and beneficiary 
allocation expectations. Other special needs groups 
are also targeted, such as victims of gender-
based violence and human trafficking. The RFP 
and the Bid Evaluation clearly assigns points to a 
proponent’s delivery concept, based on how well 
these objectives are met. 

Local socio-economic development objectives relate 
to the creation of viable economic empowerment 
and development opportunities for city residents. 
These may include economic development 
opportunities for low-income residents with 
targeted strategies for women, employment of local 
labour during construction and building operations, 
and support for small business development 
and small-scale enterprises in the upstream and 
downstream value chain.

The CoCT wishes to facilitate housing provision 
for people with special needs within its sponsored 
projects. The CoCT suggests that 5% of the housing 
units be set aside for beneficiaries within the broad 
definition of special needs, defined at present to 
include, inter alia, female victims of domestic abuse 
and trafficking, and people living with disabilities.

The Importance of Prioritising Socio-economic 
Development Objectives in Addition to Spatial 
Transformation
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Land Identification and 
Assessment 

Well-located public land is extremely scarce, 
and the public sector has a duty to consider 

how its land can be used to address the need for 
spatial transformation. In many cases, this means 
public land must be prioritised for the purposes of 
stimulating the delivery of well-located affordable 
housing in a way that catalyses or supports inclusive 
urban regeneration. 

In the Woodstock-Salt River precinct planning, 
11 government municipal sites were identified. 
These sites were assessed and allocated across three 
categories:

• � ��Two exclusively for Social Housing development.

• � ��Two for Transitional Housing.

• � ��Seven for Mixed-Market Primarily Residential use.

To assist in the above Woodstock-Salt River 
assessment, the site selection tool and site 
assessment scorecard was developed to apply the 
following criteria: 

• � ��Affordable housing requires sites where 
development costs are minimised and operational 
scale can be achieved, ideally minimum building/
units yield of 120-200 units. For example, 
municipally owned land where bulk services are in 
place and there are no (or limited) topographical, 
servitude, and/or environmental setbacks to  
reduce the developable area or increase 
construction costs. 

• � ��Affordable housing generally, and social rental and 
transitional housing specifically, will host families 
in need of close proximity to public transport 
or walkable distances from job opportunities, 
schools, and other social facilities. 

Above: Old Woodstock graffiti with the 
Gympie Street development in the background
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	 RESOURCES
The second paper in this series “Dream or Do?: A Precinct Approach to Economic Integration in Woodstock 
and Salt River” discusses land assessment criteria further. 
http://www.nasho.org.za/wp-content/uploads/Dream-or-Do.pdf

Tool: The site selection tool and site assessment scorecard is a multi-criteria decision-making tool that can 
be used to identify and assess the development potential of a particular site before it is reserved or acquired 
by the municipality for its social housing development pipeline. This tool contains specific parameters/
indicators and elements that must be reviewed to evaluate the suitability of a site for social housing. The 
criteria used in this tool are not exhaustive, but serve as a guide to the most important criteria to take into 
consideration. A quantitative and qualitative weighting of indicators is applied simultaneously according to 
site features and sustainable residential development principles. 
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-TOOL-2-Site-Yield-Calculation-Tool-Template.xlsx 

Guideline: The National Treasury’s Catalytic Land Development Guideline, 2018 provides a guide to 
preparing and packaging land for (re)development aligned to development objectives: 
http://www.nasho.org.za/wp-content/uploads/01-CLD-Guideline-Aug-18.pdf

• � ��Certain sites in the right property markets may be 
of a size, location, and character that present an 
attractive proposition for private sector partnering 
to develop market products, which will in turn 
allow for cross-subsidisation of affordable and 
social rental housing units. In addition, such 
market ownership or rental components can 
provide a wider range of socio-economic and 
tenure integration in a neighbourhood.

• � ��Certain sites may make sense to be developed as 
a package by the same SHI/private sector ‘JV’ 
partnerships, and will achieve efficiencies that 
approximate the economies of developing a single 
large site.

• � ��Higher densities may be possible on some sites 
more than others, given their size, configuration, 
and proximity to facilities and amenities. Such 
sites may be better suited to more experienced 
SHIs or SHI-‘JV’ partnerships. 

• � ��The context of certain sites may suggest that 
transitional housing could be developed there. 

• � ��Sites that are too small or encumbered to 
be transferred to SHIs may best be used for 
transitional housing.

• � ��Sites developed into mixed-market developments 
will need a configuration that allows for subdivision 
or sectionalisation to separate social rental stock 
from private stock for regulatory purposes.

Land Packaging 

Land parcels identified and assessed for 
development in the precinct plan will each 

require different levels of effort to prepare and 
package for (re)development, and each will follow 
its own timeline. The strategic objectives guide the 
municipality to determine where it is best placed to 
prepare and package land, and how far it should go 
in doing this. A simple principle to apply is to 
remove encumbrances to development by focussing 
on studies that do not date and can reduce 
development costs; for example, conveyancing 
(boundary, title, etc.) and topographical surveys, 
detailed geotechnical soil condition assessments, 
heritage/demolition applications (clearance processes), 
basic assessment studies (inter alia environmental 
impact exemptions), and town planning regulation 
due diligence studies.

Another important preparatory task is to set 
guidelines that bed down the strategic objectives at 
the next level of detail, which can then be brought 
into the process of requesting and adjudicating 
proposals. This includes elements like urban design 
guidelines and tenure-blind design guidelines (where 
the architectural quality or treatment of buildings 
does not discriminate between tenures).
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INFOBOX 3

The MFMA, MATR, and the Supply Chain 
Management (SCM) Regulations govern the 
disposal of municipal land. Land made available 
for development for social housing purposes only 
must comply with section 14 of the MFMA and 
the SCM Regulations. Where the land will be 
made available for the purposes of a mixed-market 
model, MATR must also be complied with. While 
potentially perceived as onerous, these regulations 
serve a purpose, and their circumvention can prove 
a greater burden, delaying or even scuppering the 
process of making land available for development, 
inclusive of that for affordable housing. The land 
disposal process must be competitive in order to 
ensure integrity and value for money. Broadly 
speaking, MATR requires these steps to be followed:

n � ��Obtain Council authority to conduct a public 
participation process sharing the Council’s intent 
to dispose of land. 

n � ��Public participation process.

n � ��The Council approves of the disposal of land in 
principle, on the basis of whether the property 
is required to provide basic municipal services, 
what the fair market value of the asset is, and 
what economic and community value will be 
received in exchange for the asset.

The process of disposing land to an SHI in Cape 
Town followed these steps, and has been confirmed 
as legally compliant: 

n � ��Land reserved for state-assisted housing purposes.

n � ��Council mandate to make land available to the 
SHI to conduct the feasibility study via a Land 
Availability Agreement.

n � ��Based on proven feasibility, Council approves 
land disposal to the SHI. 

Legislative Compliance

Land Release 

Having carried out its land identification and 
packaging process, the municipality must 

structure the arrangement for land release for 
development. The basis and process for disposing of 
municipal land is set out in the Municipal Finance 
Management Act (MFMA) and the Municipal Asset 
Transfer Regulations (MATR). 

In the context of providing municipal land for 
affordable housing, land can be made available: 

n � ��To SHIs in terms of Smart Partnership Agreements for 
social housing, exclusively in a limited competitive 
process amongst registered Smart Partners.

n � ��To SHI and private developer partnerships in terms 
of a JV Agreement for housing, which targets a 
mix of housing markets and ancillary uses in a full 
competitive process in terms of the MATR.

n � ��To SHIs or NGOs with the capacity to manage 
such facilities and their occupants for transitional 
housing in a limited competitive process.

The development objectives set out in the 
precinct to be specified in the RFP, and translated 
into a development concept can be modelled into 
a site massing scheme producing component 
yields to create a base-case financial scenario. 
This base-case modelling provides the foundation 
to explore the weights of land pricing, capital, 
and operational incentives; it also allows the 
municipality to understand project financial viability 
and knowledgably structure the RFP, and, in time, 
negotiate with development partners. Prior to issuing 
large-scale precinct RFPs, the municipality can 
develop this expertise in-house (using transversal 
teams) with technical support from NASHO, or use 
consultant expertise to build the base-case scenarios 
that will inform its strategic approach.
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More complex development opportunities 
may be preceded by an Expression of Interest 
(EOI) invitation to the SHIs and/or open market, 
open market. This carries simpler submission 
requirements in order to establish whether there is 
sufficient interest to proceed with the preparation of 
the more time-consuming RFP process.

Step 2 – Land Availability Agreement 

After selecting the best proposal for a given site 
or package of sites, the municipality will sign 
a land availability agreement (LAA) with the 
chosen partner. The LAA is a mechanism to share 
the risk and associated cost of holding land while 
project packaging and detailed business planning 
is underway. Granting the SHI or JV secure and 
exclusive access to the land on a time-bound 
performance basis, the LAA allows the chosen 
partner to prepare for development on the basis of 
the project’s pre-feasibility, including preliminary 
financials as presented in the winning proposal. 

The LAA guarantees development partners 
permanent access to a given piece of land, 
provided the agreement’s conditions are met.  
At the same time, the LAA protects the municipality’s 
ability to ensure its socio-economic objectives are 
met, and also commits the municipality to providing 
ongoing support to realise the proposed development. 
In other words, the LAA builds on the Smart 
Partnership Agreements and the RFP by converting 
the winning proposal into land development 
conditions and municipal undertakings, such as 
the project-specific incentives needed to achieve 
the desired outcome. Land development conditions 
might include: a minimum number of units across 
different segments of the affordable housing 
market, minimum densities, mixed land-uses, or 
requirements around tenure-blind architecture.

Land Release Within the Smart 
Partnership Agreement

In the Woodstock-Salt River precinct planning, 
processes and templates to guide the land/building 

release in the case of both the social housing only and 
the mixed-market approaches have been developed.

�Step 1 – Preparing and Issuing a Request 
for Proposals

The first step in the land-release process is the 
preparation of a Request for Proposals (RFP). RFPs 
are either issued on a limited basis to all SHIs with 
whom the municipality has a Smart Partnership 
Agreement, or on the open market, where an SHI-
private sector JV is envisaged. Proposals are assessed 
on the basis of the municipality’s criteria and vision 
for the site within the precinct, as defined in the 
RFP. One of the criteria will be a minimum number 
of social housing units across the qualifying range 
of incomes, informed by the base-case scenario 
explained above.

Where an SHI-private sector partnership is 
envisaged, the RFP states clearly that proposals 
must be submitted by a JV, in which the SHI is an 
accredited Smart Partner to the municipality. The 
RFP also states that the land will be made available 
specifically to the Smart Partner in the JV (i.e. the 
SHI). While the proportion of land to be made 
available for market-related use will be priced at 
market value, the proportion to be used for social 
rental housing stock will be significantly discounted. 
For example, in the Woodstock-Salt River precinct’s 
RFC, land is made available to Smart Partners in one 
of two ways or a combination of these: 

• � ��Long term (35 or more years) leasehold (notarial 
deed of lease) applicable to social housing 
components of the development, made available at 
a nominal rate of approximately R150 per annum.

• � ��Land sale, based on a nominal value calculated at 
10% of the current market valuation for the social 
housing component.

Because adjudicating a JV proposal of this 
nature is fairly complex, tools have been developed 
to assist municipalities in that process (see Section 4 
below for detail).
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Step 3 – Project Agreement

The next step in the land release process is the 
Project Agreement, wherein the municipality and 
SHI (with or without a JV partner) agree on the 
precise Property Development Plan and Project 
Delivery Plan, up to detailed building plan level and 
performance conditions. Elements here include:

• � ��Details on what will be built and how it will be 
paid for.

• � ��Conditions that confirm the expectations of each 
partner in the construction and operations; as well 
as progress/accountability reporting (between the 
municipality and the SHI or JV).

• � ��The suspensive condition linked to a notarial deed 
of lease if relevant.

• � ��Terms of the land/ building transfer.

• � ����Phasing plan.

• � ��Social housing unit management responsibilities and 
respective beneficiary allocation roles between the 
partners.

• � ��Sale or management responsibilities for other 
housing units and other uses such as commercial, 
social, or public space.

	 RESOURCES
Templates: 
��Land Availability Agreement. 
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-DOC-4a-LAA-Freehold-Template.pdf
Project Agreement.  
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-DOC-5-Project-Agreement-Template-PA.pdf

Precedent:
Woodstock, Salt River and Inner City Precinct Affordable Housing Prospectus, 2017:  
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-DOC-5-Project-Agreement-Template-PA.pdf

Guideline: The National Treasury’s Catalytic Land Development Guideline, 2018 provides a guide to 
releasing land for (re)development aligned to development objectives and elaborates on the legislative 
framework extensively. 
http://www.nasho.org.za/wp-content/uploads/01-CLD-Guideline-Aug-18.pdf

An LAA empowers the SHI or JV to put 
together a Property Development Plan that shows 
the physical development plan for the site, and a 
Business Plan that details the financing proposal 
for the development. These plans demonstrate the 
project’s financial viability, including a working 
financial plan/model based on approved density 
and buildable gross floor area (GFA) for the entire 
site and individual buildings, a time schedule, and 
a phasing plan. They also form the basis for the 
Project Agreement, which the SHI or JV signs with 
the municipality as the basis for agreement on land 
transfer, which is the next step in the process. 

In the Woodstock-Salt River precinct, a 
simplified financial template was designed for 
sites that are to be developed exclusively for social 
housing, using similar indicators to those used by 
the SHRA in its Quickscan C (a project viability 
tool). Intended to reduce costs associated with 
quantity surveyor/financial specialist input on a 
project’s financial viability, this simplified template 
can be used both by proponents and municipal teams 
assessing proposals. 

LAAs with conditionally accredited SHIs 
envisage leasehold tenure to be followed by freehold 
land transfer after full accreditation is achieved, 
which occurs after a minimum two years of 
successful management of social housing stock. The 
financial template still requires further simplification 
to be useful for the expertise level of conditionally 
accredited SHIs.  
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�Mixed-market 
Development: 
Joint Venture (JV) 
Partnerships – A Role 
for the Private Sector
The Mixed-Market Proposal

The delivery model set out in this paper 
recognises the opportunity that lies in enabling 

SHIs and the private sector to partner on projects 
to achieve mixed-income residential opportunities 
within the vision of a socio-economically integrated 
neighbourhood. This approach delivers a range 
of housing opportunities catering for different 
segments of the housing market. It also opens the 
potential for cross-subsidisation of construction 
and operating costs between the market and the 
‘affordable’ components of a development. 

A qualified SHI may choose to develop – and 
provide equity and cross-subsidization for – mixed-
market housing on its own. However, a JV offers the 
potential to leverage established financial capacity 
and expertise in the property development sector 
suitable to large-scale, dense, urban residential 
neighbourhoods. A number of SHIs have with 
private developers established viable working 
partnerships that enable delivery at scale, thus 
freeing the SHI to focus on rental stock operations. 
That said, to date these partnerships have been 
implementation focussed, rather than designed for 
cross-subsidisation purposes. 

Where land is released for mixed-market 
development, and a JV is involved, the land should 
be made available to the municipality’s Smart 
Partner (the SHI). This empowers SHIs to use that 
land as their equity investment in the JV, putting 
the SHI on an equal footing with the private sector 
partner and improves SHIs’ ability to maximise 
cross-subsidisation between the ‘for profit’ and the 
non-profit parts of the development. 

There are a number of key principles that 
underlie the mixed-market approach to ensure such 
partnerships achieve the desired outcomes:

• � ��SHIs must be on an equal footing with private 
sector parties (the release of the land rights to the 
SHI helps ensure parity within the overall project).

• � ��The pace of development should be agreed 
amongst the parties to achieve net revenues for 
cross-subsidisation.

• � ��There is flexibility around acceptable deal 
structures provided objectives are met.

• � ��Land not used for affordable housing must be 
released at market value as a project cost and 
downstream disposal/rental streams on such land 
must be market-linked.

• � ��The partner(s) developing market products for 
profit must manage market risks.

• � ��Precinct conditions must attract private-market 
energy, and the precinct should enjoy a healthy 
land market; in other words, urban conditions 
must not be so poor and insecure that they present 
too much risk, or perception of risk, on the part of 
the private sector and its target market.

 

• � ��The maturity and track record of an SHI will also 
be an indicator of its capacity to engage in mixed-
market development JVs and/or associated risks 
that may require additional monitoring.

• � ��Land developed for market housing must be able to 
be sectionalised or subdivided from social housing 
stock in terms of current social housing regulatory 
requirements.

The mixed-market 
delivery model recognises 
the opportunity for SHIs 
to partner with the 
private sector to achieve 
a socio-economically 
integrated neighbourhood
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Additionally, for municipalities adjudicating the 
feasibility of mixed-market proposals that plan 
to use cross-subsidisation, the template provides 
a format that ensures that the proposal’s financial 
feasibility is thoroughly evaluated and comparable 
with others on consistent terms. 

The template has been designed to provide for: 

• � ��High-rise and low-rise development scenarios.

• � ���Capital costs: six total capital development cost 
components.

• � ��Revenue inputs.

• � ��Operational costs and revenues (rental).

• � ��Sales revenue.

• � ��Financial performance indicators (e.g. inflation, 
escalation, and cash flow). 

	 RESOURCES
Precedent: Woodstock, Salt River and Inner City Precinct Affordable Housing Prospectus, 2017: 
http://www.nasho.org.za/wp-content/uploads/TDA_Inner_City_Housing_Prospectus_
Interactive_28092017.pdf

Training: The CoCT requires conditionally accredited SHI proponents to agree to attend any City-facilitated 
training support. NASHO and the Equal Spaces Project have offered training in understanding and meeting 
the expectations of RFPs. Further training will be developed through SHRA-NASHO support, as needed and 
by municipal request. 

Templates: 

• � ��Site Yield Calculation Tool.  
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-TOOL-2-Site-Yield-Calculation-Tool-Template.xlsx

• � ��Smart Partnerships – Request for Proposals for municipal land: Invitation to submit a Concept Proposal 
along with the Pre-Feasibility and Financial (PFF) format to develop as an integrated community with a 
target to accelerate the production of social housing and affordable rental units.

 � �� http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-DOC-3-REQUEST-FOR-EXPRESSIONS-OF-
 INTEREST-RFEOI-FOR-MUNICIPAL-LAND-TEMPLATE.pdf

• � ��Bid Evaluation Matrix. 
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-TOOL-4-SH-Bid-Evaluation-Matrix-Template.xlsx

• � ��Financial template for mixed development cross-subsidisation. 
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-TOOL-3-Mixed-Use-Simplified-Template.xlsx

• � ��Financial template for social housing only. 
http://www.nasho.org.za/wp-content/uploads/SP-Tools/SP-TOOL-1-SH-Simplified-Fin-Template.xlsx

Key evaluation considerations in terms of these 
principles: 

• � ��The proposed deal and decision-making structure 
for the project.

• � ��Total share of net proceeds that will go to the SHI 
and how these are used as a cross subsidisation 
instrument, after all affordable and social housing 
component costs are taken into consideration.

• � ��The number of affordable rental and social housing 
units produced.

• � ��An evaluation of the risk associated with the 
proposal.

Adjudicating Mixed-Market Proposals

Financial Template for Mixed-Development  
Cross-subsidisation

A financial template was developed to assist SHI-
private sector partners in formulating JV proposals. 
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Bid Evaluation Matrix

A bid evaluation matrix was developed to align 
evaluation criteria to the objectives set out in the 
RFP for mixed-use proposals and social housing 
only projects, respectively. This matrix deals with 
general yields, social housing yields, financial 
considerations including capital costs, operating 
costs and revenues, and financial performance 
indicators drawn from the financial templates. 

Key considerations in the evaluation include:

• � ��Minimum number of social housing units. 

• � ��Mixed-income housing inclusive of social housing, 
GAP, and market-related housing. 

• � ��Mixed land-use to encourage ease of access to 
services and opportunities, and efficient urban 
form.

• � ��Long term financial sustainability. 

• � ��Design excellence and innovation, including 
tenure-blind design, design elements that foster 
the creation of integrated communities, and cost-
effective design for long term affordable building 
operation. 

• � ��Environmental sustainability (e.g. green building 
design, green technology). 

• � ��Property Management Model over a 30-year 
horizon. 

• � ��Project financial viability, as shown in the mixed-
market development financial template. 

• � ��Cross-subsidization income flows from market 
products into the affordable housing component.

• � ��Risk analysis for development, operational, 
market, and management risk; and risk mitigation 
strategy. 

• � ��Community economic development: proposals with 
quantifiable targets of the livelihood opportunities 
created as a result of the proposed development, 
with a particular focus on gender equality. Such 
targets should relate not only to the construction 
phase, but also the operational phase.

• � ��Contribution to urban management in the precinct.

Transitional Housing: 
Ensuring Inclusivity 

Community-centred planning must provide an 
understanding of the housing needs of residents 

within a precinct, what they can afford, and what 
they qualify for. Not all low-income households’ 
housing needs will be met by social rental housing. 
Precinct planning must then consider how to meet 
a spectrum of housing needs, permanently and 
temporarily, while preventing exclusion, promoting 
household advancement, and unlocking sites that 
may be informally occupied. 

In Woodstock-Salt River there are resident 
households whose incomes are irregular and 
inconsistent, and/or fall below the social housing 
entry-level requirement of a stable income of R1 500 
per month. More often than not, many of these same 
households are living in informal accommodation. 
Transitional housing is a key mechanism to ensure 
that these households are not excluded from the 
urban regeneration process.

Transitional housing is accommodation for 
individuals or families who have to be temporarily 
relocated as a result of the upgrading of sites on 
which they live. According to the CoCT, this 
accommodation is an intermediate solution that 
helps such residents improve their life circumstances 
to move to more permanent housing solutions. 

Typically, transitional housing will take the 
form of a room with shared cooking/washroom 
facilities in a well-managed building, overseen by 
a municipality-appointed private management agent 
(ideally an NGO, sometimes with social support 
services). Room occupation is likely to be of two or 
more people, dependent upon household structure. 
Occupants will be required to sign an occupation 
agreement, which includes payment of affordable 
rental. The provision of transitional housing must link 
to a viable plan directed at assisting the household 
to move on to more permanent employment and 
accommodation through other housing options, 
whether this be a state-subsidised house, a social 
rental unit, or living with family. 
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To date, two sites have been set aside in 
Woodstock-Salt River for transitional housing. A 
feasibility study was conducted by the CoCT with 
support from NASHO and Madulammoho Housing 
Association, concluding that transitional housing 
can only be done with the following conditions and 
understandings in place: 

• � ��The municipality retains ownership of the land 
and funds the construction of the housing using 
existing available housing subsidies where 
possible, most likely the Community Residential 
Unit (CRU) subsidy.

• � ��The municipality procures a managing agent to 
operate the transitional housing. This managing 
agent may be an SHI, but is more likely to be 
a non-profit organisation active in providing 
vulnerable groups with shelter and, in some cases, 
social support. 

• � ��The ‘tenants’ know they are expected to pay a 
rental that is affordable to them in terms of their 
monthly income, based on ‘means testing’.

• � ��A shortfall between the revenue from tenants and 
the actual costs of management and operations is 
expected, so the municipality must plan to fund 
this shortfall as part of its provisions for indigent 
households.

• � ��Further care and social support services will be 
required to assist tenants with moving on to more 
permanent employment and accommodation, and 
this will also require funding support.

The transitional housing approach developed 
through the NASHO, CoCT, and DAG partnership, 
with support from the Equal Spaces Project, is 
an intensely consultative process that facilitates 
communication between the community and all 
facets of the technical project planning, preparation, 
packaging, and implementation; including inter alia: 

• � ��Working relocation principles.

• � ��Tenants household profiling.

• � ��Tenant engagement for rehousing options.

v � ��Allocation planning.

	 RESOURCES
Precedent: 
Transitional Housing – City of Cape Town,  
An Approach – Salt River and Woodstock.  
http://www.nasho.org.za/wp-content/uploads/
Forthcoming-Attraction.pdf

Pickwick Transitional Housing Allocation. 
http://www.nasho.org.za/wp-content/uploads/
Forthcoming-Attraction-1.pdf

Case Study: CRU Feasibility for the 
Development of ‘Transitional’ Housing Project – 
Pickwick Site, City of Cape Town.  
http://www.nasho.org.za/wp-content/uploads/
Forthcoming-Attraction-2.pdf

• � ��Site agreement.

• � ��Site planning.

• � ��Physical design, costing, and construction.

• � ��The capital funding scheme.

• � ��The operational funding scheme to support 
contracted-out management.

• � ��Management of the Transitional Facility.

• � ��Tenant rights and lease agreement.

• � ��Coordinating housing relocation options.

• � ��Supporting tenants’ logistics when moving in to 
transitional housing.

• � ��Securing and transferring the vacant site.

• � ��Statutory consultation and political and 
administrative approvals.

Given the socio-technical and organising 
expertise and capacity needed to implement 
transitional housing at scale in inner-city precincts 
characterised by high land values and a shortage of 
public land, it is acknowledged that this mechanism 
comes with serious constraints, particularly the lack 
of financial resources. Permanent rental housing for 
very low-income households continues to present a 
challenge to government and other actors attempting 
to respond to this demand. 
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This document has presented a pathway to 
implementing affordable housing within 

precincts undergoing urban regeneration. Working 
as a system, the building blocks, mechanisms, and 
tools presented here are dependent on each other for 
success, and they must be used with discipline. That 
said, there is no doubt that the context within which 
these elements are applied is dynamic and complex, 
as evidenced in the Woodstock-Salt River Request 
for Proposals. Issued in 2017, at the time of writing, 
that RFP process has yet to be adjudicated by the 
CoCT. Given the fluidity inherent to these processes, 
the application of the pathway outlined in this paper 
must be nimble and able to adapt and respond to 
changing circumstances. At the same time, discipline 
must be maintained to ensure the integrity of the 
processes, particularly in the implementation of the 
land release mechanisms.

The regulatory framework governing the 
disposal of land to private sector and not-for-profit 
partnerships is still being tested. The testing over 
time will bring greater clarity to the suitability of 
these instruments, especially in local and national 
government. That said, experience proves that the 
more a municipality plans and prepares, the greater 
the chances are that the resultant process will be 
compliant, have integrity, and create the basis for 
successful delivery. 

Although the process outlined in this paper 
is based on continuous learning, one certainty 
has emerged: that community-centred planning 
and the practices developed by DAG as an 
NGO-intermediary and informed by the eKhaya 
Neighbourhood Project in the Johannesburg CBD, 
amongst others, should be nurtured and fostered 
across metropolitan municipalities. Importantly, 
this work provides a way of engaging meaningfully 
in precincts earmarked for catalytic development 
interventions, helping to ensure that South Africa’s 
spatial transformation objectives are realised, and 
unintended consequences mitigated against. 

In addition, Smart Partnerships are demonstrating 
a real commitment to delivery, while also creating an 
enabling space to build capacity and learn-by-doing. 

04
Conclusion

Experience proves that 
the more a municipality 

plans and prepares,  
the greater the chances 

are that the resultant 
process will be 

compliant, have 
integrity, and create  

the basis for  
successful delivery
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The contested nature of recent public conversations 
on the progress of the development planned for the 
Salt River Market site demonstrates not only the 
need for but also the broader expectations of our 
inner cities to transform. 

Spatial transformation is not the only 
important objective, however. Economic development 
opportunities must be leveraged through the 
construction process and into the management of 
rental stock. SHIs have established important social 
development practices that complement their role 
as social housing landlords. Using and building 
on the more mature SHIs’ experience and proven 
track record, the developmental, inclusive nature of 
community-centred planning can be carried through 
into programmes that support tenant households, 
both economically and socially, on an ongoing basis. 

The role and needs of women have also 
proven to be key in this process. Women play an 
important leadership role that should be actively 

Below: A man reads in the sun 
on William Street, Woodstock

supported in the community-centred planning 
process. Social housing programmes offer a critical 
opportunity to meet women’s needs in terms of 
childcare assistance and protection against domestic 
violence and trafficking. In its RFP process, the 
CoCT embraced the prioritisation of economic 
development opportunities for women, and also 
prioritised women’s needs in the allocation of social  
rental units.  

This paper documents practice as it is unfolding, 
sharing the mechanisms, tools, and information that 
have been gathered and developed along the way. 
The goal here is to offer municipalities and their 
partners a starting point and series of next steps 
to progress in their efforts to achieve sustainable, 
socio-economically integrated city neighbourhoods 
in areas with high land values.
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End Notes 
1 	  Affordable housing refers to:

	 • � ��Definitions provided by national human 
settlement programmes that co-invest with 
delivery agents to support housing creation; 
for example, the Finance Linked Individual 
Subsidy Programme (FLISP) supports qualifying 
households (i.e. those earning up to R22 000 
income); the partially subsidised social or national 
rental housing programme, which requires 
qualifying beneficiaries to fall into household 
income brackets of R1 500 – R15 000 per month; 
or

	 • � ��Cities’ defined targets supporting rents or 
purchase prices below the overall open market; 
for example, the City of Cape Town refers to 
residential units valued at R500 000 or less 
(CoCT, 2017). 

2 	  �This paper has been funded by the Equal Spaces: 
Social Housing to End Spatial Apartheid in South 
Africa Project (2016-20), which is part of the 
bilateral programme between the Governments of 
Canada and South Africa. Rooftops Canada – Abri 
International (RC-AI) is the executing agency. The 
opinions expressed here are the responsibility of 
the author.

3 	  �South Africa’s Spatial Planning and Land Use 
Management Act No 16 of 2013 requires 
that Spatial Development Frameworks outline 
‘specific arrangements for prioritising, mobilising 
sequencing and implementing public and private 
infrastructural and land development investment 
in the priority spatial structuring areas identified 
in the spatial development frameworks’ (section 
12(2)(a)(6).

4 	  �A definition of spatial transformation is in order: 
The legacy of apartheid – communities segregated 
from one another based on race (and class) – as 
well as the impacts of the legacy of the modernist 
trend of city building based on the automobile and 
functional separation of land use – have left South 
Africa with cities that are inefficient, inequitably 
developed, and expensive – environmentally, 
socially and fiscally – to live in and to manage. 
The NDP states that a national focus on the 
spatial transformation of our cities should, by 
2030, ensure that a larger proportion of the 
population lives closer to places of work, and 
that travel distances and costs should be reduced, 
especially for poor households. Urban systems – 
hard (physical structures and networks) and soft 
(governance systems including urban management 
and land use management) that facilitate and 
enable compact cities and transformed urban 
spaces of social and economic inclusion on an 
equitable basis are key levers to overcome the 
debilitating impact of distance and separation on 
the fortunes of the individual, household, business, 
and the state, as well as the environment and the 
resilience of the system as a whole. The equitable 
redistribution of resources within cities, as well 
as building systems that facilitate affordable and 
safe access to the full ambit of resources that 
makes urban living productive, are critical to spatial 
transformation.

	� (Guidance Note: Framework for the formulation 
of Built Environment Performance Plans, National 
Treasury 2018)
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Left:
1	 Albert Road scene, across the road from the Biscuit Mill
2	� Gympie Streeet scene with the new development  

on the right of the photograph
3	 An older decaying Woodstock home
4	� Pedestrians cross from the Woodstock  

Exchange to Wex 1

Right: People hang around and converse at 
St Agnes Catholic Church after the English Service
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List of Acronyms 
CBD	 Central Business District
CID	 City Improvement District
CoCT	 City of Cape Town 
CRU	 Community Residential Unit
DAG	 Development Action Group
EOI	 Expression of Interest
GFA	 Gross Floor Area
JV	 Joint Venture
LAA	 Land Availability Agreement 
MATR	� Municipal Asset Transfer Regulations
MFMA	� Municipal Finance Management Act
NASHO 	� National Association of Housing 

Organisations 
NGO 	 Non-governmental Organisation
RFEOI	 Request for Expressions of Interest
RFP 	 Request for Proposals
SCM	 Supply Chain Management
SHI	 Social Housing Institution
SHRA	� Social Housing Regulatory Authority








