
RURAL HOUSING LOAN FUND: A FINANCIAL MUSCLE BEHIND RURAL HOUSING

The Rural Housing Loan Fund (RHLF) is a Section 21company, “Not for Gain”, which was established in 1996 by the national Department of Housing in partnership with the German development bank, the Kreditanstalt für Wiederaufbau (KfW).  RHLF was set up to enable lower income families to have access to loans to build or improve their homes in rural areas.  The organization operates as a wholesale finance institution.  In other words, RHLF does not lend to the end-users or the general public directly.  It only facilitates loans for rural housing through approved housing lenders (finance companies) who are willing and able to on-lend to people who want to build and improve living conditions in rural areas. 

The basic operation of RHLF is the provision of wholesale funds as structured (revolving) loan facilities, granted to intermediary housing finance lenders. In addition, RHLF has developed other instruments to help build capacity of retail lenders within its stable.  Firstly, the Market Development Fund, which is a matching grant facility, provides funding to retail lenders to help defray the costs of project preparation, specific market research and development, preparatory work required for opening of rural branches, internal adjustments and any other expenditure leading to an improved performance of rural housing lending.  RHLF also holds annual participatory workshops with all main stakeholders. RHLF has also developed the Housing Impact Monitoring instrument to help measure the use of the funds at the community-level.  Furthermore, promotion efforts and specific research on rural socio-economic or market conditions are among several other devices that form part of RHLF’s “tool kit” to achieve its objectives.

RHLF, which is essentially a Social Venture Capital Fund that is willing and able to take on relatively high risks, has invested in the development of a formal rural housing credit delivery process, which was previously non-existent.  The company is attempting to extend the reach of sustainable financial services (credit, savings and insurance) and new loan collection methodologies to rural households with very low but regular incomes. Thereby, RHLF is playing an important and possibly critical role in an equitable, growth-oriented rural development programme.
RHLF’s greatest impact on rural shelter improvements and rural poverty reduction will occur with the continued empowerment of the target groups through their repeated access to financial services over many years, as a complement to the government’s subsidy inputs.

Furthermore, RHLF has to date disbursed over R230 million through housing finance retail lenders, which has resulted in over 50 000 housing loans. Spot research conducted by RHLF shows that for each rand of credit, the families invest at least 50 cents of own resources, either in savings, building materials, and own work.

The model of operation used by the RHLF creatively links the public and the private sectors in a decentralized way. The public sector has established clear rules, provides technical support, wholesale finance, and follow-up maintenance and monitors the operation as a whole. The private sector, close to the clients, understands market needs and possibilities. This makes it possible that the public resources assigned for housing effectively reach the target population, who are the low-income rural families in all nine provinces of the country. 

The RHLF model mobilises the community’s own resources (both by repaying their housing loans, that will then be recycled into new loans, and by including the family’s management potential and savings into the construction). RHLF believes the household’s and community’s own resources to be the only place where any developing country might find sufficient means to solve the total housing deficit. 

The RHLF-promotes a concept of incremental or progressive housing and this seems to be a promising approach to help people to finance their own housing initiatives and thereby solve South Africa’s low-income housing problem. 
For more information contact us on:

Rural Housing Loan Fund, PO Box 645, Bruma, 2026. 

Tel: 011 621 2508 Fax: 011 621 2520

www.rhlf.co.za
