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Foreword

Rooftops Canada Technical Advisors have been placed in the City of Cape Town
Directorate of Human Settlements since 1999. During this time they have assisted in
building the capacity of the Social Housing Unit. This assistance has contributed to the
development of Ilinge Labahlali Housing Co-operative. Rooftops Canada receives finan-
cial support form the Government of Canada through the Canadian International
Development Agency (CIDA) and this assistance is gratefully acknowledged. The content
of this document, however, is solely the responsibility of the author. 

At the time of writing this case study, the refurbishment of the first 20 units was complet-
ed. An additional 50 units were under construction. The co-operative will not be fully
completed until mid-2008. This case study attempts to capture the history at this stage so
it is not lost. This is not an evaluative case study but it tells the story of the co-op's devel-
opment up to the time that some of its members begin to live in the first houses to be com-
pleted - a period of over six years. Some preliminary lessons are also drawn from this
experience.



1 
Historical background

In the 1960s and 1970s many employers in Cape Town built hostels to house black work-
ers in shared, so-called "temporary", accommodation. For the most part the workers were
Xhosas from the Eastern Cape. The companies usually built these hostels on land leased
from the local authority. Such hostels were common across South Africa for workers in
many industries including the construction, manufacturing, food processing and mining
sectors. 

A typical hostel building contained several bedrooms sharing kitchen, toilet and washing
facilities with several beds in each bedroom. The men living in the hostel received a “bed-
card” which was used to control occupancy and charge rents. As men were joined by their
families the hostels became very overcrowded. Employers lost control over the hostels
and they stopped carrying out maintenance. Living conditions deteriorated. 

Company built hostels on leased public land are known as “grey sector hostels”. In
Nyanga, Cape Town companies such as PenBev (Coca Cola), Bonnita (Parmalat Dairy),
Racec, Frankipile and Watertite housed their employees in company hostels. Ilinge
Labahlali Co-op was formed by residents of the hostels that had been built and managed
by these companies.
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2  
Grey sector , private sector and public hostels

Before and during the period when employers were building hostels, Local Authorities
were doing the same. In Cape Town there are many more public hostels than grey sector
hostels and only a few fully privately owned hostels. While individual hostels vary wide-
ly in their quality and condition there are some typical differences among public, grey sec-
tor and private hostels. 

Ownership of land and buildings: Most of the hostels in Cape Town are public hostels that
were built by the local authority. They are owned and managed by the municipality.
Private companies also built hostels to house their employees. Grey sector hostels were
built by employers on land leased from the municipality. Many grey sector hostels have
now been regularised as public hostels. Residents have been registered and management
of the hostel has been taken over by the City. Private sector hostels were built by employ-
ers on land owned by the company. Most private sector hostel residents have not been reg-
istered by the local authority. Ownership and management remains in the hands of the hos-
tel owner. Some buying and selling of private sector hostels has taken place. 

Income/rent payment: Most private and grey sector hostel residents were, initially at least,
employed by the company that built the hostel so residents had regular incomes. Rent was
generally higher in private and grey sector hostels than in the public hostels. It was often
deducted directly from employee's wages so rent payment levels were also generally high-
er than in the public hostels. 

Condition: Many private and grey sector hostels were fenced and there were relatively few
informal structures on the hostel grounds. The companies played a larger role in control-
ling occupancy in these hostels than the local authority did in the public hostels. Standards
of maintenance were often higher in grey sector hostels. 

Occupancy and overcrowding: In general the worst overcrowding was probably in public
hostels. Grey and private sector hostel owners and residents were more successful in con-
trolling who moved into the hostel and stopping people from putting up shacks on the
grounds. Grey and private sector hostels sometimes faced conflicts over the rights of
employees and non-employees that would not be experienced in public hostels. It was
often more difficult for women to move into grey or private sector hostels, to hold a bed
card or to participate on the hostel committees.

3 
Development initiatives in grey sector hostels

Umzamo Development Project was a housing and social development project formed by
the Western Cape Hostel Dwellers Association and registered as a section 21 company in
1993. Susan Lieberman of UCTwith Malibongwe Dyiki and Mthetheleli Joka of Umzamo
carried out a study and inventory of grey sector hostels at this time. 

In 1999 Xolani Tshaka and Sarah Thurman of Umzamo, together with students from the
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University of Cape Town, conducted a subsequent inventory of the grey sector hostels in
Langa, Nyanga and Guguletu. In the same year a document titled “Land Release Strategy
Document” was compiled and presented to the Cape Town Housing Portfolio Committee.
This document included information on land costs and the approval of this document
established the agreement on a land price of R5.24 per square metre for grey sector hos-
tels. 

Subsequent to the study in 1993 Umzamo worked on development initiatives in several
grey sector hostels. 

• Nobuhle (Cape Oil) – The Company was willing to transfer the hostel to the residents
at no cost. Consultation meetings were held with residents interested in upgrading
their hostel but upgrading did not take place as residents were not willing to pay sig-
nificantly higher rentals. 

• Nomalungelo (Clifford Harris) – Residents formed a Communal Property
Association to acquire the hostel. Technical design work was done and a subsidy
application submitted but due to delays in the transfer of the land no major upgrad-
ing was done. The land transfer was halted by the liquidation of Umzamo because
grant funding that had been received for this transaction was frozen and subsequent-
ly used by Nedbank to pay Umzamo's overdraft.

• Lukhanyo (Consol Glass) – Consol Glass managers approached the City of Cape
Town Social Housing Unit, asking the City to take over the hostel. The City was
unwilling to do so, on the grounds that it was already struggling to upgrade and man-
age the hostels it already owned. The City policy was to support the efforts of resi-
dents in grey and private sector hostels to take on the management and upgrading of
the hostels in which they lived. With support from the Social Housing Unit, the res-
idents of Consol Glass hostel formed the Lukhanyo Housing Co-operative. They
received project linked subsidies and members borrowed against their provident fund
to pay for upgrading the hostel and building new units. 

4 
Consult ation with resident s

In 2000 the City employed Sivuyile Mxokozeli, previously from Umzamo Development
Project, to work in the City's Tenure Options Program (TOPs), in which the responsibili-
ty for Grey Sector Hostels fell. In 2001 the Tenure Options Programme was incorporated
into the Social Housing Unit (SHU) including the responsibility for grey sector hostels. 

The Social Housing Unit undertook a programme of consultation with grey sector hostel
residents and held general meetings in the areas of Langa, Nyanga and Gugultu where
grey sector hostels are located. Local community structures and organisations were con-
sulted before the general meetings and generally the meetings were well attended and sup-
ported. Consultation in Langa was not as intense as in Nyanga and Guguletu. Most of the
hostels in Langa had either been regularised as Public Hostels or were Private Hostels
where the company owned both land and buildings. 

The City officials informed people at the general meetings that the grey sector hostels
were not included in the public hostels upgrading programme as they were not eligible for
hostel subsidies within the national government housing subsidy programme. Options for
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upgrading and information on tenure options were presented and discussed. Information
materials were distributed outlining options such as rental compared to ownership; forms
of joint ownership such as sectional title, co-op, and communal property association; and,
rental options such as private, council or housing association rental. At all the meetings,
the participants showed an overwhelming preference for the option of housing co-opera-
tives.

After the General Meetings, the Area Committee in Nyanga elected a Grey Sector Hostel
Committee. In Guguletu Section 3 there are no Public Hostels and the Hostel Committee
there became the Grey Sector Hostel Committee. Both committees played active roles in
facilitating the consultation process. 

Officials from the City's Social Housing Unit began to meet with residents of grey and pri-
vate sector hostels and took an active role in supporting the development of housing co-
operatives for hostel residents. Many hostels contacted the Social Housing Unit and offi -
cials met with all those who contacted them. 

Upgrading was not feasible in some hostels. Sometimes the condition of the buildings, the
very low incomes of residents, internal conflicts within the hostel or high levels of over-
crowding meant that upgrading could not go ahead. In other cases, the unwillingness or
inability of residents to undertake savings programmes also made upgrading impossible.
The Social Housing Unit differentiated between those who wanted to go ahead with a co-
op from those who didn't by starting savings groups. At Riesnikov and Nielsen, for exam-
ple, hostel residents did not start to save and that resulted in them being left behind.

5 
Lukhanyo Housing Co-Operative

Lukhanyo was the first housing co-op developed with the assistance of the Social Housing
Unit. It was formed by 19 men, all of whom were employed by Consol Glass, and their
families. The physical upgrading consisted of renovating the existing one storey hostel
building to provide 11 self contained flats and building eight new housing units in a two
storey building behind the existing building.

The development of Lukhanyo Co-op was based on the following assumptions and expec-
tations: 

• Monthly charges (rent) had to be very low because of the income levels of the resi-
dents. The amount they could afford would probably cover only operating costs with
no loan repayment for any capital costs. Monthly charges would still increase sub-
stantially over the rent they had previously been paying.

• Members need to have a regular income in order to pay rent
• Members should contribute equity to the co-op through their savings. (In Lukhanyo

most members actually made this contribution of approximately R3,500 by taking a
loan secured against their provident fund.)

• Redevelopment costs had to fall within the amount of the national housing subsidy
programme plus any savings the members could contribute.

• Members would play an active role in developing and managing the co-op, includ-
ing some members' labour on the construction.
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• A professional property manager must carry out property management functions
including bookkeeping, debt management, and co-ordination of maintenance.

• Post transfer support should be available from the Council in the first few years of
operation to support the co-op to develop strong governance and to train residents to
oversee the management of the co-op.

• The hostel had to be in comparatively good condition to start.
• Occupancy levels had to be relatively low – the hostel could not be too overcrowd-

ed or not everyone could be accommodated.
• The preferred construction method was to hire a professional construction manager

to co-ordinate construction.

Various problems arose during the development of Lukhanyo co-op:
• Members were reluctant to contribute the labour they had promised and there was no

clear system for recording or monitoring their “sweat equity” contributions. 
• The men tended to dominate the co-op and were quite resistant to efforts by the City

to raise issues of gender equality. They were the main wage earners in their house-
holds and there was very little involvement of the women who lived in the hostel. 

• The construction manager left the project under pressure from the residents amidst
accusations that building materials had gone missing. 

• The upgrading process was very slow and many members did not pay rent. 
• The City, and to some extent the professional property manger who had been con-

tracted by the co-op, were seen by the co-op members in a landlord role. 

The problems have continued. Currently the members are not paying rent, the co-op Board
and members have not responded to the City's queries or offers of help and the hostel is
not really operating as a co-op. Renovations to the existing building and the construction
of new flats for the members were eventually completed but the original intention of the
City to sell the land to the co-op has not been implemented. Under present circumstances,
it is unlikely. Nevertheless, important lessons were learned from Lukhanyo and a model
was emerging for co-op housing development in grey sector hostels. These lessons are
summarised in the report, “Lessons from Lukhanyo”, available from the Social Housing
Unit.

6 
A co-op model for Cape T own hostels

A model was emerging for the development of co-ops in hostels that could provide an
acceptable level of private self contained housing that the residents could afford. It was
based on the findings of the Grey Sector hostels inventory, the upgrading taking place
under the Hostel to Homes1 project, the lessons learned from the development of
Lukhanyo Co-op and the consultation meetings with grey sector hostel residents. 
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Some features of the model are:
• Continuing co-op which owns and manages the housing
• Member savings contribute to capital costs
• Committed technical consultants – architects
• Council support for training and institutional development
• Members contribute labour
• Affordable monthly charges – operating costs only with no loan repayment
• Institutional and PHPsubsidy from national government through the province 
• Company contribution
• Hostel in relatively good condition
• Level of occupancy – not too overcrowded
• Commitment of members
• Strong and committed leadership
• Use of professional property manager
• Post transfer support from Council delivered through service providers

7
The formation of Ilinge Labahlali Housing 

Co-Operative

The grey sector hostels in Nyanga are generally similar to one another, with small varia-
tions from site to site and building to building. Typically a company hostel consisted of
more than one building. The hostels of some of the larger companies, like Bonnita, con-
sisted of 30 or more buildings. Others, such as Watertite, had only one or two buildings. 

When they were first built, most of the Nyanga grey sector hostel buildings consisted of
two units, attached side by side. Each unit occupied an erf of about 12 by 20 square meters
and the unit on each side of the building was about 8 by 8 metres square. Shared toilets
and washing facilities for each building were in a separate structure, attached to or just
outside each building. Each unit contained four rooms, usually three bedrooms with a
shared kitchen or two bedrooms with a kitchen and combined dining room/lounge. 

These hostels generally provided a slightly better level of accommodation and higher level
of privacy than the public hostels. One reason for this is that, when companies were build-
ing them during the period of influx control, the local authority provided the building
plans. Local Authority officials at the time said that the hostels were designed so that they
could be converted easily to private flats for Coloured people when all of the Black peo-
ple had left Cape Town.

By the time that Ilinge Labahlali Co-operative began most of the buildings had been con-
figured into four rooms per building (two rooms in each of the former side by side hostel
units). Many of the kitchens and dining rooms had been turned into bedrooms. A hostel
building then typically contained four one room units with shared toilets and washing
facilities outside the rooms and with cooking done in the rooms.

The City, through its Social Housing Unit, continued to support the initiatives of grey and
private sector hostel residents to upgrade their hostels. Following the consultation process
Ilinge Labahlali Housing Co-operative was formed by residents from six of the grey sec-
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tor hostels in Nyanga. “Ilinge Labahlali” is a Xhosa phrase meaning “Community
Initiative”. 

Residents of Bonita (formerly Parmalat Dairy) hostel were the first to join the co-op and
PenBev (Coca Cola) residents joined soon after. The co-op began meeting on a regular
basis, holding general meetings as well as Board meetings. The hostel committees in each
hostel also continued to meet to keep the members informed and to deal with the devel-
opment of the co-op as it affected them. 

One person from each household is registered as the co-op member. Spouses are entitled
to attend meetings and represent the family in the absence of the registered member. The
co-op has not yet faced a situation where voting was necessary to resolve an issue. 

The Committees from Frankipile, Watertite and Racec hostels soon approached the co-op
and asked to join. These requests were considered by the Board of Illinge Laahlali and the
size of the co-op continued to increase as these hostels became part of the co-op. The last
hostel to join was Eskom hostel. 

The Co-op was registered with the assistance of the City. Sivuyile Mxokozeli of the Social
Housing Unit drew up a co-op statute based on the statute of housing co-ops that had been
registered by COPE in Johannesburg. The statute was discussed and agreed upon in work-
shops with residents. It was submitted to the Registrar of Co-operatives and the co-op was
registered on 9 September 2002 as Ilinge Labahlali Housing Co-operative Limited, regis-
tration number 2428.

8 
Organisational structure

The organisation of the co-op was based on the use of existing community structures. A
Hostel Committee was in place in each hostel and it was through their Committee that hos-
tels applied to became part of Ilinge Labahlali Co-op. Although Hostel Committees had
been in place in most hostels prior to the development of the co-op, the savings groups that
were formed during the development of the co-op strengthened them. (See section 11
below for more information about savings groups.) Many of the savings group members
and officers are now leaders in the Hostel Committees. Hostel Committees range in size
from about five members in the smaller hostels to 15 or so in the larger ones. The Hostel
Committees hold General Meetings in each hostel to report back and discuss matters of
concern at the hostel level.

The Board of Directors of the Co-op includes a representative from each Hostel
Committee and these directors have the responsibility to report back to their Committee.
Important issues are often discussed at the Hostel Committee level before the Board takes
a decision.

The Co-op Statute states that there shall be nine Board Members. All the hostels are rep-
resented except Frankipile that will be represented by the member who is about to be
appointed. The Board of Directors meets weekly. Occasionally, when there are important
issues to consider, it meets as an extended Board. At these meetings further members of
hostel committees attend as non-voting members. These meetings are typically attended
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by fifteen to twenty people. General Meetings of the co-op as a whole are held infre-
quently, perhaps once or twice a year, as the Hostel Committee's general meetings are the
main forum for discussion at the membership level.

There is a Chairperson, Secretary and Treasurer of the co-op. The Chair and Secretary usu-
ally attend weekly site meetings with the architects and represent the co-op in other meet-
ings.

There are currently no active committees other than the Hostel Committees. A
Construction Committee and a Conflict Resolution Committee were formed but they are
no longer active. The Board of Directors deals with construction matters and there has
been no need, so far, for a Conflict Resolution Committee. Decisions about the need for
other committees, such as finance, maintenance or membership, will be made as the co-
op begins to take on its ongoing management duties. It is likely that such committees will
be formed as the co-op moves into its operational phase. 

Women are participating in the co-op to a significant extent. Two of the six Board mem-
bers are women and another woman is about to be appointed to the Board to represent
Frankipile Hostel. Women played a key part in forming and running savings groups and
are also very active in the Hostel Committees. For example, five of the ten members of the
Eskom Hostel Committee are women and most of the Penbev Hostel Committee members
are women.
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9 
Growth of membership

Membership in the co-op increased as the other hostels joined with PenBev and Bonita in
Ilinge Labahlali Co-op. The Nyanga branch of Sanco (South Africa National Civic
Organisation) was concerned when Eskom hostel joined. Eskom people were very active
in Sanco and its leadership was concerned that the co-op was a parallel structure that chal-
lenged the legitimacy of Sanco. After meetings with both parties these problems were
resolved and Sanco agreed to support the co-op.

Eskom hostel joining Ilinge Labahlali increased the cop-op to 274 members and the co-op
decided to set a limit at this size. The co-op made a policy that new members would be
accepted to fill vacancies resulting from the death or departure of a member but that the
size of the co-op would stay at is present size of 274 households. 

At this stage the co-op membership was made up of:

• Penbev 48 members
• Bonnita 90 members
• Frankipile 20 members
• Watertite 4 members
• Racec 60 members 
• Eskom 52 members

A relatively small number of the hostel residents did not want to join the co-op. It was
agreed that a few of the hostel buildings would remain in their present condition to accom-
modate these people. However, after construction started, some of those who had not
joined initially asked if they could join the co-op. The Co-op Board of Directors discussed
these requests and agreed that these people could be included in a future phase of the co-
op to be developed after the first phase is completed. It is expected that the first 274 units
will be completed by July 2008, the end of the province's 2007-08 financial year. 

Members will start with savings for the second phase of the co-op early in 2007. Subsidies
are increased annually at the beginning of the financial year to account for inflation so a
subsidy application for phase two will be submitted at the beginning of the province's
2008-09 financial year. It is hoped that subsidies can be approved in August 2008, based
on the 2008-09 subsidy amounts, and that construction will start in January 2009.

10 
Appointment of technical consult ants

The City placed a proposal call for technical consultants for the project. From about 20
responses a short list of 6 were invited to make presentations. A panel of PenBev man-
agement and residents selected two independent architects, Peter Dunkley and Astrid
Wicht, as the technical consultants and they were appointed. The reasons for their selec-
tion included their commitment to consultation with the co-op members and their experi-
ence in other low cost housing projects. 
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The architects worked closely and intensively with the co-op Board and members and a
relationship of mutual trust developed. A portion of their fee was paid from the employ-
er's contribution from Bonnita. As additional hostels joined they agreed to Peter and
Astrid's appointment and further company contributions were allocated to pay their fees.
The design fees for each hostel were paid with the contribution from the company that had
owned that hostel. In the case of Racec, the company had not contributed any money so
the design costs for this hostel were paid from housing subsidy funds.

Peter and Astrid played a much greater role in consulting with the co-op and facilitating
its development than the typical role of an architect. This contribution was important in
building commitment and support for the co-op from the members but it was very time
consuming and was not fully covered by the architectural fees. A portion of the PHP
Establishment grant was used to pay some of their costs for carrying out this additional
role. 

In 2006, Peter and Astrid joined the architecture practice ACG. They remained, however,
as the project architects and the close relationship between them and the co-op did not
change. The architects proposed that their appointment be transferred to the firm they had
joined and the co-op agreed. 
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11
Savings group s

As residents of each hostel joined the co-op they formed savings groups. Each savings
group had its own bank account and each hostel managed its own savings groups. The typ-
ical size of a savings group was about 20 members so there were several savings groups
in some of the larger hostels. For example there were three savings groups among the 90
members from Bonnita hostel.

Members began saving when their hostel joined the co-op. The co-op set a minimum tar-
get of R2 000 in savings for each member household although some members hoped to
save up to R6 000. A portion of this money was to be used for some initial costs of the co-
op such as the purchase of tools, but the main use of savings would be to increase the
space the members would have when their house was upgraded. Savings were added to
provincial subsidies and company contributions. The R2 000 target for savings was esti-
mated to be enough to help complete a two bedroom unit with a living room, kitchen and
bathroom. Additional savings could provide a third bedroom, boundary walls and a high-
er level of finishes. As most of the hostel residents lived in one or two rooms and shared
toilet and washing facilities with the other families in their building this represented a very
large increase in the living space they would have.

The completion of the first units has indicated that the member's contribution may need to
be larger than anticipated, perhaps as much as R5 000 in some cases. The interim solution
to this has been for members who do not have sufficient savings to borrow against the
company contributions and to repay this loan before company contributions are required
for future units. The long term implication is that members will likely need to save more
money than originally planned.

12
Company contributions

A financial contribution from the company and the willingness to provide the hostel at no
cost are important features for the success of the co-op. Most companies were willing to
provide the hostel at no cost. They recognised that it had become more of a liability than
an asset to them, because of the need for repairs and maintenance. It was impractical to
think they could evict the residents and hostel living with shared rooms, kitchens and toi-
lets was simply no longer acceptable. After the first company, Penbev, agreed to a finan-
cial contribution it was possible to use this as leverage to encourage others to contribute. 

When employers built the hostels, only male employees of the company were allowed to
live in them. This was enforced quite strictly at first but gradually the ability of the com-
pany to control the hostels broke down. By the time Ilinge Labahlali began families occu-
pied the hostels. Probably only between one half and two thirds of these families had
someone still working for the companies although most had some connection to the com-
pany, as retired employees or relatives of former employees.

For some of the employers, including Frankipile, Watertite and Racec, the issue of includ-
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ing residents who did not work for the company was a matter of hot negotiation. Company
representatives argued that the company had no responsibility toward these residents, that
some of them were occupying the hostel illegally, and that the company should not con-
tribute anything to upgrading that benefited them. The hostel residents, with the support
of the City, took the view that the company had a responsibility for the hostel as a whole,
that it had used the hostel to benefit from cheap labour during the apartheid years, and that
almost all the residents were related to the company in some way. Eventually all the com-
panies agreed to provide the hostel buildings to the residents without cost and several
made significant financial contributions as well.

PenBev and Bonita companies were quite supportive of the co-operative and agreed to
transfer both the hostels and their rights under their leases to the co-op. They were the first
of the four companies that contributed money for the development of the co-op. PenBev
pledged R200 000 and Bonita R150 000. Eskom provided R200 000 and Frankipile
pledged R150 000. These amounts from Eskom and Bonita were deposited to the City Of
Cape Town's trust account. PenBev and Frankipile held the money in their own accounts
and agreed to pay the architects from it. Watertite and Racec did not make any contribu-
tion of funds and in fact Racec insisted on payment for the land. 

Unlike the other employers, Racec had not leased the land for its hostel from the City.
Racec owned the land outright and its managers were initially reluctant to negotiate with
the residents. They wanted to sell the land to the City. The City's position was that it would
not purchase any more hostels but would support the efforts of hostel residents to form
institutions to redevelop the hostels. The City also suggested that the company should pro-
vide the land and the hostel to the residents at a nominal cost. 

City Social Housing Unit staff played an active role in supporting the co-op in its negoti-
ations with the company. Both the City and the co-op took the position that the hostel was
not an asset with a positive value but was actually a liability that imposed an obligation
on the company to maintain it and pay for services. They argued that the company had
benefited by using the hostel to provide cheap housing for its workers and that it should
not receive any further benefits. After some difficult meetings and a lengthy period of
negotiations, an agreement was finally reached in March 2006. The co-op then purchased
the land and buildings at a nominal amount of R5.24 per square metre which was the value
that the City had determined for hostels. 

13
Consult ation and design 

A period of intensive consultation began upon the appointment of the technical consult-
ants. During this process the co-op agreed to upgrade the hostels using a People's Housing
Process (PHP) approach. This meant that the co-op would manage the development itself
and that members would contribute some of their own labour to the project. As a PHP
project, the co-op would be eligible for an establishment grant and a facilitation grant. As
a housing co-operative, it would also be eligible for the Institutional housing subsidy. 

The consultation process included the project design and costing required for the submis-
sion of the applications for Institutional housing subsidies and for the PHPfacilitation and
establishment grants. 
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The architects both helped facilitate the development of the co-op as a group, and also
facilitated the physical development. They consulted with the co-op on all issues and met
at least weekly with the Board. They conducted workshops, held training sessions and
assisted with fund raising. They were successful in helping the co-op get funding from the
Department of Labour for trainees to develop the skills to work on the project. They also
helped prepare applications for Establishment Grants and Facilitation Grants available
under the People's Housing Process.

The Social Housing Unit of the City also played an important role in the development of
the project. As both initiator and facilitator of the Co-op, the City had the primary respon-
sibility for group development. This assistance was provided primarily through Sivuyile
Mxokozeli, the head of Social Housing. The staff in the Social Housing Unit were expe-
rienced in hostel redevelopment. Sivuyile, along with Malibongwe Dyiki, Kinners Sitonga
and Nomkita Matinise were all former hostel residents who had been working on hostel
upgrading since the Hostel to Homes programme began in 1995, initially with the
Umzamo Development Project and later with the City of Cape Town. Technical Advisors
from Rooftops Canada, including Eliza Moore, Carl Evers and Jim Duke, assisted them
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throughout most of the development of the co-op. The City also contributed staff time
from its Legal and Housing Finance departments.

During the consultation process various options for development and construction were
explored including self-help building, a construction contract and a People's Housing
Process approach. Options were workshopped with co-op members and the PHPapproach
was chosen unanimously by the co-op members. The preliminary feasibility assessment
indicated that by renovating and adding rooms to the existing structures, two bedroom
units with a private kitchen, lounge and bathroom could be provided for each family and,
in some cases, three bedrooms units could be built.

As the architects and co-op members continued the design process, the initial feasibility
assessment was developed in more detail. Additions would be made to the front, back and
sides of the existing building to add bedrooms, kitchen and bathroom to each one room
unit, and to refurbish the existing room. Some new units and some two storey units would
also be built in order to ensure that all the members could be housed on the site.

14 
Co-op training workshop s

In addition to participating in the planning and design of the project, co-op members took
part in workshops on many other aspects of co-op housing. Training workshops and mate-
rials were developed by the City together with Rooftops Canada. A set of 16 workshops
were prepared and tested for housing co-ops covering the areas of: Board of Directors,
Finance, Membership and Maintenance.

Most of the co-op training was developed and tested with Welcome Zenzile Co-op*as
members of Ilinge Labahlali were focussed on the design and costs of the co-op and on
preparing the subsidy applications to the Provincial Housing Board. Nonetheless, Ilinge
Labahlali members attended a number of joint training workshops with Welcome Zenzile
and Lukhanyo Co-ops. 

15 
Application for institutional housing subsidies

The application for Institutional Housing Subsidies was drawn up jointly by the City and
the architects. At the time of the application the institutional subsidy consisted of a capi-
tal grant of approximately R30 000. The application was made in the name of the co-op
and the subsidies, if approved, would be paid to the co-op. The City prepared the narra-
tive and the architects prepared the financial and design information. 
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An application for institutional subsidies for 274 units was submitted in April 2003.
Applications for a PHPEstablishment Grant and a Facilitation grant were submitted at the
same time. This was near the end of the financial year and the applications were held back
from consideration by the Provincial Housing Board until increased subsidy amounts for
2004/05 were announced so that the Co-op could receive the benefit of the increase. The
subsidies were finally approved in Feb 2004 at a level of about R35 000 per dwelling. This
was the first time in the Western Cape that institutional subsidies had been approved for a
project using a PHPapproach.

Building material costs were escalating rapidly, sometimes at over 20% per year so it was
important to take advantage of the increase in housing subsidies. Nevertheless, as build-
ing costs rose delays in the development process were threatening the affordability of the
project. The subsidies had been increased to about R35 000 in 2004/05 but construction
did not start in that year. In June 2006, as the co-op finally reached the stage where a con-
struction start was imminent, it again applied for the new quantum of subsidy to be
approved. When construction on the first 20 units began in August 2006 the subsidies
approved for the co-op were at just over R40 000 per unit.

16 
Problems along the way

As explained above, both the City and the Architects advised the co-op on all issues and
strong relationships of trust were built up. For the most part these relationships ran
smoothly but occasionally problems arose when the co-op received conflicting advice.
One incident was particularly difficult.

The co-op had decided not to register for VAT.*It is similar to Canada’s Goods and
Services Tax or the VAT charged in many European countries. This decision was taken on
the advice of South African Revenue Service (SARS), which advised against registration
on the grounds that it was a lengthy and time consuming process that would only be of
benefit to the co-op during the construction phase. SARS advised that the level of finan-
cial activity when construction was completed, during the ongoing operation of the co-op,
would be below the VAT threshold. 

An alternative was for the co-op to use a VAT registered Accounts Administrator (AA) to
receive and disburse subsidy funds for construction. The City of Cape Town is registered
as an Accounts Administrator and has been used by many groups developing self help
housing using the People's Housing Process and a number of private Accounts
Administrators also provide this service. The City does not charge for this service but the
private AAs charge a fee of one half a per cent of the funds they disburse. Ilinge Labahlali
decided to use the City as its AA and the first disbursement of subsidy was drawn by the
City AA.
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The Architects planned to shop around for the best prices on materials and to use several
suppliers to make sure they got the best possible prices. This had been an important prin-
ciple in the planning and cost estimating for the project and by February 2006 the archi-
tects had received a full set of prices for building materials. This was based on using one
main supplier and several smaller ones who could provide lower prices on specific items.
The development of a full set of prices was a huge task due to the fact that the work on
each unit could vary according to the choices and level of savings of the members.

The City AA provided a standard contract that he required to be signed between the Co-
op and Building supplier. He also said that the City would work only with a single sup-
plier and he was unwilling to change this policy. The City AA suggested two other mate-
rials suppliers who had worked with the City as sole suppliers on People's Housing
Process projects. He also warned that, while he had no objection to transferring the funds
he held to a private AA, many of the private AAs had been discredited due to fraud or
incompetence. 

The change from multiple to a single supplier in turn necessitated a change in the first
units that were to be developed and a reduction in the number that would be upgraded in
the first stage of the project. It required getting provincial approval to change the units that
would receive the first subsidies, thus causing another delay in the process. It also required
explaining the change to co-op members, particularly those who had been expecting that
their houses would be in the first blocks that were upgraded.

The architects renegotiated with the main suppliers they had recommended, Campwell
Building Supplies and received a full set of prices from Campwell who also agreed to pay
a portion of the fee of a private AA. But Campwell was unwilling to work with the City
AA. 

At a long and difficult meeting in April 2006 among the Architects, the co-op Board and
City Social Housing officials, the Co-op rejected the proposal from Campwell. The
Architects warned that this would cause a delay in the project of weeks if not months.
Nevertheless the co-op chose the City as its AA and asked the Architects to re-price build-
ing supplies for the project with the suppliers referred by City AA. 

The City representative, Sivuyile did not participate in this discussion. When pressed by
the co-op Chair, after the decision had been taken by the co-op he said he preferred the
City AA but felt that it was not appropriate for him to influence the Co-op decision. The
Co-op Chair disagreed and said he felt it was Sivuyile's role to advise the co-op but that
he had not done so.

This was probably the most difficult internal crisis that had been faced by the City, Co-op
and Architects. The need to renegotiate prices at a very late stage slowed the development
considerably and caused a great deal of additional work for the Architects. It came at a
time when frustrations were already high on all sides over the length of time it was taking
to start construction. It is a tribute to all three parties and to their commitment to the proj-
ect that they were able to overcome their disagreements and continue to work together in
a spirit of trust and co-operation.
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17 
Preparing for construction

By June 2006 a full set of prices had been negotiated with the building materials supplier,
NewRes, and a contract was agreed. Building inspection approval was also received in
June. 

Several remaining issues with the Provincial Housing Department also had to be resolved
before construction started. In most PHPprojects the subsidy funds are spent on building
materials with the applicant providing most of the labour. Ilinge Labahlali, however, had
decided to pay for labour, albeit at quite low rates. This had been part of the incentive for
trainees in the training programme funded by the Department of Labour. (See below.)
Verbal agreement had been given by Provincial Housing officials but written approval had
not been obtained. Before construction could begin the co-op had to seek written approval
from the Provincial Housing Board to spend up to R3,500 from subsidy funds for labour
costs. A motivation was submitted in June and approved in July. 

The co-op also had to prepare a report and motivation for release of the funds that had
been approved under the PHPFacilitation grant. Furthermore, due to the delays in the start
of construction, the subsidies that had been approved were for the previous year's subsidy
quanta, so the co-op had to submit a request to have the 2006-07 subsidy quanta applied
to the first units. 

Final negotiations over the release of subsidies from the Province and the finalisation of
the building supplies contract took place in July. Construction finally began on 1 August
2006, almost four years after the co-op had been registered.

Some unanticipated costs were encountered in the months before construction began, most
notably the requirement to employ a Health and Safety Officer and the need to register for
workers compensation. The employment of a health and safety officer is a new statutory
requirement. The co-op agreed to employ the same officer as the City's Public Hostels
upgrading project to reduce the cost. It was hoped the cost could actually be covered with-
in the city project but this was not possible and so the cost had to be taken from the small
contingency in the Ilinge Labahlali budget. To further control costs, the co-op also decid-
ed not to register for workers compensation and therefore not to insure itself against the
risk of claims for injuries by workers on the project.

18
Department of Labour training

In 2005, Ilinge Labahlali applied for and received funding from the Department of Labour
for a training programme for people who would work on the refurbishment and construc-
tion of the co-op units. Training was provided in plastering, block laying, plumbing and
carpentry. Trainees received a National Vocational Qualification (NVQ) certificate on
completion. 
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The training took place in several phases from June to October 2005. 82 people received
training over this period. All the trainees were residents of the hostels in the area around
Ilinge Labahlali. Some were members of the co-op but, as most of the members of Ilinge
labahlali were already employed, a majority of the trainees were from other hostels in
Nyanga. When construction began in August 2006, 28 trainees, including five women,
were employed to work on the first 20 units. Trainees were organised into teams of about
eight people with four teams working on the project when construction started.

The training had a double purpose: to provide skilled workers for the construction of
Ilinge Labahlali and to provide trainees with skills to assist them in gaining future employ-
ment. On the whole the programme was more successful in achieving the second goal than
the first. When construction began on Ilinge Labahlali most of the workers were trainees.
Four months later as the first units neared completion in December, thirty people were
working on construction of the housing of whom two were women. Ten trainees were still
employed while another twenty were artisans provided by the materials supplier.
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The trainees were organised in teams with an experienced artisan working with a trainee.
Payment was based on unit prices for specific tasks rather than on an hourly rate. For
example plastering or painting was paid by the square metre, and block laying by the
dimensions of the wall built. The co-op agreed on the unit prices and negotiated them with
the trainees. However the rates were very low and it was very difficult for inexperienced
workers to make a reasonable amount of money. This became apparent quite early and
after the first two weeks of construction, the Co-op agreed at the request of the trainees,
to increase the unit rates. 

19 
Housing Support Centre

Under the PHPprogramme, community groups set up a Housing Support Centre. Its func-
tions are to support and oversee the building process and to order, manage, store and keep
an inventory of building materials. Ilinge Labahlali had been using two hostel rooms for
meeting and storage space and these became the Housing Support Centre. The co-op
developed job descriptions for three posts: a construction manager, an administrator-book-
keeper and a materials-tools manager. Interviews were held and candidates were selected
for construction manager and administrator-bookkeeper. The materials-tools manager was
not selected until shortly before construction.
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It was then almost a year, however, until the start of construction. The administrator-book-
keeper was a co-op member and remained active in the co-op while waiting to take up her
employment but the construction manager was no longer available when construction
began. The materials supplier offered to provide a construction manager for the project at
its own cost, although this cost was presumably covered in the cost of materials. This man-
ager was released in October 2006 due to performance problems. The post was then filled
on a part time basis by one of the partners in the building materials supply company who
was very experienced and this seemed to be an effective means of providing this service. 

20 
Construction

The process has been very slow. It took over two years from the approval of subsidies until
the start of construction. This was just under four years from registration of the co-opera-
tive, and it will probably be eight years from the time that consultation with the hostel res-
idents began in 2000 until all of the co-op's 274 units are completed in 2008. Nevertheless,
construction began on 1 August 2006 with digging the trenches for the foundations for the
additions on the first units. 

The pace of construction has been encouraging. Construction of the second group of 20
units began in October. The first units will be completed by the end of 2006 and the co-
op expects to complete all 274 units by the end of the 2007-08 financial year in July 2008.
Plans are under way for phase two of the co-op to house those people who did not join
when the co-op started.
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A few problems arose after construction started. The hostel residents who did not join the
co-op when it started were told that they would be provided with alternative housing in
one of the hostels that was not being upgraded. Three of the families in Bonnita hostel who
did not join the co-op did not want to move from their rooms to allow upgrading to take
place. These families were in the first phase and needed to move to a hostel that would not
be converted. They were led by the owner of a shebeen (an unlicensed drinking establish-
ment) located in a hostel room with a large shack addition on the corner of the Bonnita
hostels site. 

The Council sent notices to the three tenants to vacate their rooms and offering them alter-
nate accommodation, but the shebeen owner paid for a lawyer for the displaced tenants to
resist eviction. A deed search on the shebeen owner showed he owned property elsewhere
and so was not even entitled to occupy the hostel. He changed his mind both about sup-
porting the three other families and about resisting the relocation that he would face at a
later date. And, he became quite supportive of the co-op. 

The City took legal advice and began to proceed with eviction of the three tenants but this
became unnecessary. One accepted the alternate accommodation offered and the other
found housing elsewhere. The third tenant then also agreed to the offer of alternative
accommodation. Both tenants who accepted the alternate accommodation in the hostel
expressed an interest in being involved in the next phase of the co-op. This was quite an
important experience as it highlights a problem that will in all likelihood arise again with
other hostel residents who did not join the co-op when it began. 

As described above, another difficulty that arose during construction of the first units at
Eskom hostel was the likelihood that residents will have to contribute more from their sav-
ings than had been anticipated. It was expected that each family would contribute a mini-
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mum of R2 000 but, for a combination of reasons, the costs at Eskom required an addi-
tional R5 000 per family. This was due to a number of small reasons rather than any sin-
gle factor but it created tensions over the method by which members were consulted and
over how to resolve the issue. It also came at a particularly bad time. The festive season
was approaching and co-op members were preparing to spend the holidays in the Eastern
Cape. It has been proposed that Eskom members who did not have enough savings to
cover the shortfall borrow from the Company contributions and to repay it in the new year.
This matter has not yet been fully resolved.

21
Beginning to manage

The first eight units were completed by the end of 2006 and the co-op became responsi-
ble for managing them. By April 2007, 70 units were substantially complete except for
some finishes. 

A number of issues still need to be resolved including the final decision on the level of rent
or housing charge payment and the starting date for these payments. The City of Cape
Town has to set up accounts for the co-op for rates, services and water and terminate the
co-op members' tenancies and leases as Council tenants. Experience from Welcome
Zenzile co-op suggests that this could take many months. Maintenance and spending poli-
cies and procedures also need to be put in place. 
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The sale of the land from the City to the Co-op and the related Performance Monitoring
Agreement with the City needs to be completed and signed. The City will monitor the co-
op's operation and management according to the performance agreement. The sale for the
land will take place through an Instalment Purchase Agreement under which the land
transfer will be completed after the first five years of operation 

Although members have received training in ongoing co-op management, continuing
training and support is needed for a smooth transition from the development to the oper-
ation phase of the co-op. Training sessions and workshops in the various responsibilities
of ongoing operations, such as financial management, maintenance, member selection and
dispute resolution were provided during the development phase, but understandably the
co-op members were more concerned with the physical upgrading at that time. 

The role of the architects in facilitation and development of the co-op does not extend
beyond the construction phase so the responsibility for providing the necessary training
and support for the operation and management of the co-op will fall to the City. This is a
major issue in ensuring the long term viability of the co-op that has not yet been fully
resolved. It is partially addressed through the City's Post Transfer Support Programme that
provides funds to service providers to support and build the capacity of co-operatives dur-
ing the first three years of operation. It will be critically important, however, for the City
to monitor the performance of housing co-operatives and to provide the necessary support
and intervention to assist them to remain viable.
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22
Lessons learned: preliminary assessment s

The elements of a model for co-op housing in Cape Town hostels have been clarified
through the development of Ilinge Labahlali, although it is too early to say that the model
is completely successful or even fully developed. More time and further evaluation will
be required to assess and refine the model.

A very specific lesson was learned about the need to use a single materials supplier. The
lesson is that, if the Co-op does not register as a VAT supplier and instead uses the City as
its Account Administrator, it must source its materials from a single supplier.

Another more general lesson concerns the level of consultation with beneficiaries and the
many housing options that are offered. While the consultation process provided a high
degree of individual choice, it slowed the development process and caused an excessive
amount of work for the technical consultants. A consultation process based on a few tem-
plates from which beneficiaries could choose would probably offer a better combination
of choice for beneficiaries with a streamlined development process. 

The training of local labour for use on the project did not produce the expected results.
While the trainees learned useful skills, a relatively small number of trainees ended up
working on the project and the proportion diminished over time. One reason appears to be
that their skills were not developed to a sufficient level to enable them to work quickly and
efficiently enough to make as much money as they expected. The more experienced work-
ers sourced through the materials supplier have remained on the project so it can be
assumed that the amount they are earning is acceptable to them. The lesson here may be
that the low labour costs that a PHPproject must achieve are not compatible with employ-
ing workers who are still developing their construction skills. This assessment should be
investigated further, however, before a final conclusion is drawn.

Finally, lessons must be learned from the delay of almost two years from subsidy approval
to the start of construction. There does not seem to be one single, obvious reason for this
but it was discouraging to the co-op members, frustrating for the architects and costly to
the project. It is very important for further assessment to take place so that such delays can
be reduced or avoided in the future.
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Appendix: 
Plans and capit al budget

Prepared by Astrid Wicht and Peter Dunkley, ACG Architects as part of a presentation
“Meeting the Challenges of the Breaking New Ground Policy: Combining the Creation of
a Social Housing Institution with a PHPDelivery Route” presented at a Western Cape
Provincial Government Housing Conference in 2006.
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BLOCK DESIGN CONCEPT

Incrementally extendable units assembled from a range of extension options enable
appropriate "fit" with individual families' needs and means

Existing semi-detached block
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Renovations and extensions

Four units



TECHNICAL DOCUMENTATION
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Summary of materials costs perincremental extension and perphase
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Summary of labour costs perincremental extension and perphase
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