Revisiting WSSD priorities

Afribuild 2003 (Sandton Convention Centre, August 13 – 15)
The concept for the Afriwater/Afribuild exhibition came about in September 2002, shortly after the World Summit for Sustainable Development was held in Johannesburg. This year’s exhibition takes its focus from the theme of the Summit, and will promote and encourage the movement towards sustainable development in Africa. This will be done by means of showcasing best practices, innovative ideas and achievements which have been made in the pursuit of economic growth and sustainable development while also protecting the environment. 

Two of the guest speakers at the event, Dr Llewellyn Lewis, managing director of BMI Building Research, and Manda Hirsch, deputy director of Water Quality Management at the Department of Water Affairs and Forestry (DWAF), have emphasised the importance of forging links between the building and construction industry and the sanitation and water management industry. Consequently, the fact that the Afriwater and Afribuild sections of the exhibition are located together is intended to allow professionals from both industries to forge business relationships. 

The two exhibitions will have not only local products on their stands, but also international ones. A dozen foreign countries will be represented by companies supplying to the water, waste-water, sanitation and construction industries, in addition to locally represented international manufacturers. 

Pavilions have been confirmed by Austria, the United Kingdom, the Royal Danish embassy, the USA Commission, and SA Netherlands Chamber of Commerce. Products will be on display from Guandong New Zhong Yuan Ceramics from China; GE Betz from USA, and Axter from France. An industrial delegation is also being sent to the exhibit from the Czech Republic. International media which will also have exhibits include Stone Technology Publications from India and Environmental Technology magazine from the UK. 

The second day of the exhibition, August 14th, will feature two guest speakers who will address the current status and future developments in the building and construction industry.  Dr Llewellyn Lewis will also address important trends and developments in the industry, especially in regard to the disappearing boundaries in the larger industry building system. He argues that the boundaries of the system can probably be redefined to som R625 billion or greater in size, which, when combined with the R1 trillion worth of existing property assets in the country, represents an enormous opportunity for growth. 

Murray & Roberts chief executive and chairman of the Construction Industry Development Board (CIDB), Brian Bruce, will discuss the current and future state of the industry with regards to the opportunities presented by a boundaryless industry system. The CIDB is a statutory body established by the South African government to lead and co-ordinate the construction industry in South Africa. Its task is to lead a common industry vision and to prioritise and direct the infrastructure-spend of the government to the best effect. 

Companies exhibiting at Afribuild/Afriwater 2003 will be able to benefit from the specially designed BMI Reed Forum, which is an internet-based building research unit website. It enables participating companies to monitor local and worldwide happenings in the building, construction, residential and commercial property industries.

Making housing sustainable 

The Fund was set up in order to enable low income families with dwellings in rural areas to have access to loan facilities for improving their homes on a sustainable basis.  Says managing director Willem van Emmenis: “Our focus is on incremental housing, by which we mean that because of issues of affordability, The RHLF trough carefully selected intermediaries to make small loans available for people to improve their houses over time.” The idea is that borrowers should be able to access loans repeatedly, thus being able to improve their homes as they can afford to. 

“Homelessness is not necessarily the biggest problem in rural areas, but people’s ability to have access to repeat loans over time, which presents a real problem,” says van Emmenis. “Our mission is to give people the opportunity to improve and invest in fixed property in rural areas and maximise their own choices in the long term.” 

The RHLF was set up on the principle of serving as a wholesale fund-provider to intermediary retail lenders who in turn on-lend the money to working poor people in rural areas (non-metropolitan areas) – mainly small towns, villages, agricultural areas and rural settlements. Their aim is to reach households earning less than twice the minimum household living level, which is currently at R4 150 per month. Any investment in people’s fixed property for residential or productive gains is supported, be it extensions to the building, putting up fences, linking into water, sewage or electricity supplies, purchasing land, etc. 

Through its intermediary clients, the RHLF essentially provides unsecured loans of approximately R4 500 to end-users, which they repay over 24 months, and use for improving their housing situation, including for productive purposes such as adding on an extra room from which to start a spaza shop, which will help augment their income. 

While unsecured lending is essentially a risky business, the Fund has the ability to reach target markets which other financiers aren’t able to by making such an investment in the rural areas. However, the contribution which the RHLF is making to sustainable development is undeniable. “The beauty of this model,” comments van Emmenis, “is that the people taking out loans frequently hire and pay local builders.” Having done so, they then get involved in the actual building process, which not only saves them extra labour costs but teaches them a skill. 

The Fund works with intermediary retail lenders because it is more cost effective and enables wider geographical access to its target market. In addition, these lenders can respond more quickly and understand the local needs and circumstances better. Intermediaries are carefully selected, and must be registered with the Micro Finance Regulatory Council (MFRC). Furthermore, they are required by the RHLF to observe basic standards, called the ‘Statements of Sound Practice,’ which include good governance, conduct towards clients, credit risk management and sustainability. 

All clients are required to submit to the RHLF a well thought-out business plan in which they have properly identified their market. As part of its range of services, the RHLF holds workshops aimed at keeping their clients informed of changes in the industry, and organises field visits by client executives who ensure that the clients are managing their businesses correctly and maintaining their collection rate. 

Thus, the RHLF works as a wholesale loan fund which provides loans to the retail lenders, who make the money available to the end users. “The lender must assess the ability of the applicant to make repayments on their loan – this includes assessing their source of income, their other debts and household expenses,” explains van Emmenis. “They perform credit checks, and assess the affordability of loan in terms of the applicant’s employment.” 

On the whole, the money supplied to the end user is used to buy building materials and pay for labour. The majority of clients frequently make third-party payments to the suppliers of such materials themselves, to prevent leakage of funds in the system. Repayments are collected from the end users by debit order, payroll deduction or enhanced debit orders.  Retail intermediaries each have their own costs and risks, and need to price to make themselves sustainable. 

There are currently 11 active clients associated with RHLF, some of whom are in the process of consolidating. In the current market, there is a limited number sustainable of lenders in business, following last year’s debacle with Saambou and Unifer. 

As far as the market for such loans is concerned, the experience of the RHLF has been extremely positive. While it is a high risk market to take on, given that the loans are unsecured, there is certainly a demand for loans. “Rural borrowers are willing and able in many cases to take out loans and repay them,” comments van Emmenis, “and, we are the only housing finance lender focusing on the rural market, which we have shown can be done sustainably and profitably.” 

Since its inception in January 1997, the RHLF has facilitated more than 47 000 end user loans. This amounts to a value of R232 million worth of loans as at the end of May 2003. Van Emmenis points out that repeat loans are an important indicator of the success of the operation. “It is only if people have repeated access to loans that we will be able to have an impact on improving housing and alleviate poverty,” he says, “and we are therefore very sincere when we talk about sustainability.” In addition to supporting such sustainable development on a house by house basis, end users are also able to build up a credit history, which many of them would not otherwise have. 

A large number of the loans taken out are being used to improve RDP housing. Occupants of the houses frequently want to add to the core house once they have settled into it and acquired a sustainable income which allows them to have access to credit. 

RHLF Business Relations Manager Jabulani Fakazi comments that people frequently stockpile materials purchased with the loan money until they have enough to start building. This works as a kind of savings scheme. “People are very innovative in this way,” he says, “and they often invest their own sweat equity in building their homes.” 

Support for the end users in terms of building advice handbooks is another service offered by the RHLF. “We encourage our clients to offer education to the end users through our handbooks which are designed to help users address common building problems, or even choose between plan layouts for their homes,” says Fakazi. It seems that the majority of end users employ a local building contractor, or contract the services of a friend or family member to help them with their building. This promises to contribute to sustainable job-creation and skills transfer as well. 

Going forward, one of the challenges that the RHLF will have is that of ensuring equitable access to the national payment system in terms of making collections more cost effective and less risky. There is also the question of the limitations on the lenders. “At present,” says van Emmenis, “they cannot price adequately to make loans upward of R10 000, although there is in fact a demand for such bigger loans.” This figure of R10 000 is in fact a maximum in terms of the Usury Act requirements. 

With demand presently exceeding supply, another challenge for the future is to find the mechanisms for satisfying that demand. Since some 60% of national households are located in rural (ie non-metropolitan) areas, this brings into perspective the need for such a mechanism, not to mention the good already done towards sustainable housing by this initiative. 

RHLF at Afribuild

The RHLF stand in Hall Two will be present for the full three days of the exhibition, with the objective of building the RHLF brand-awareness among both building industry professionals and the public. There will be brochures on hand to demonstrate the educational tools that are used at present to aid clients and end users. “For RHLF, this exhibition is about building relationships,” says Business Relations Officer Corinthia Ndatsa. “We want to target other role-players in the industry, including the other exhibitors such as building materials suppliers and banks, and attract the media,” she says. 
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