Recent developments in urban social policy could either be a unique

opportunity with major positive consequences for urban communities,

or could result in an urban restructuring process that could displace
people on a scale similar to the forced removals of the 1950s and

1960s. Mark Swilling reports. In WIP 67 Mark Swilling will outline an

alternative policy proposal

The money or
the matchbox

n May 2, Beyers Naude voiced
O for the first time the idea that if

the negotiating process between
the government and ANC failed, disaf-
fected youth might defect to the PAC.

The rapidity of the events of the past
few months have demonstrated that the
mass democralic movement must quickly,
and scriously, begin to consider policy
issucs if il is 1o meet any of the
expectations of its constituency.

If this does not happen soon, the
social basc and bonds of solidarity that
underpin our social movements could
be weakened. But if creative and effec-
live strategics are adopted, grassroots
power could be enhanced by exploiting
opportunities which prescnt themselves.

The state is rapidly formulating new
policics in a number of arcas. Some of
these, such as ils decisions around Group
Arcas and other Jegislation, can only be
dealt with indirectly through protest
and lobbying, But there are instances
where democratic forces can directly
influence the direction of future policy.

One such opportunity lics in their
participation in the Special Fund Presi-
dent FW dc Klerk announced on March
15 this year. The R2-billion destined
for housing and related urban develop-
ment, will be overseen by Jan Steyn.
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former chairman of the Urban Founda-
Lion.

As always, the citics are wherc the
most crucial baltles for state power
and hegemony are fought out. In the
1960s, Grand Apartheid coincided with
repressive de-urbanisation. In the late
1970s, the reformist neo-apartheid
strategies were complemented by the
rural-urban divide inspired by the Riek-
ert Commission. In the early- to mid-
19808, reformist confcderalism was

| premised on ‘orderly urbanisation® and

regional spatial ordering. In the mid- to
late-1980s, securocralic consolidation
was coupled to the WHAM (*winning-
hearts-and-minds') programme thal
combined repression of independent
social movements with the hifting of
influx control, selective upgrading and
privatisation.

Grassrools social movements resisted
all these policies and neither side achieved
their original objectives. The legacy of
these past struggles has resulted in a
new round of battles with major class
interests al stake.,

The DeKlerk administration wrested
power from Lthe securocrals, and re-
placed the WIIAM programme - which
was the basis for the slale’s urban
policy - with a policy framework thal

e

has been formulated largely by the

| ‘econocrats’ - urban policy planners of

big capital in the Urban Foundation

| (UF), liberal economic reformers in the

Development Bank of South Africa
(DBBSA) and state officials.

The new urban policy framework co-
incides, in the eyes of big capital - with
political transition lo a post-aparthecid
constitutional order, and will be backed
financially by the major financial insti-
lutions, big corporations, conservalive
foreign governments and now the State’'s
fiscus. This policy development is, there-
fore, probably the most important com:-
ponent of the liberalisation phase that
will precede the democratisation prog-

| ess that is to follow.

The four main components of the
stale and capital’s new policy of dera-
cialised urbanisation proceed from the
same starting point - that racial dis-
crimination is dysfunctional. And all
four envisage a similar outcome - dera-
cialised capitalism. These initiatives arc:
* the UF Urbanisation Unil's new 1dco-
logical vision of the city,

* the October 1989 UF announcement
of its Loan Guarantee Initiative - in-

! volving approximately R1-bn;
| * De Klerk’s 1990 announcement of
' the R2-billion Special Fund initiative:
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* the Development Bank’s new munici-
pal finance system developed in response
lo the Soweto Rent Boycoll.

These initiatives clearly contain the |

ideological paramcters of the new urban
policy, its financial mechanisms and
possible decision-making system. Un-
derstanding these initiatives will make
it possible 1o identify the effects of this
emerging policy framework on ordi-
nary people’s lives and will erable popular
organisations Lo generate some alicrna-
tive responscs.

Certainly, new urban policy will not
be implemented exactly as ils designers
intend - popular struggle will play its
part too.

These initiatives could cither be g

unique opportunily with major positive |

consequences for urban communitics;
or, if left unchecked, could result in an
urban restructuring process that could
displace people on ascale similar to the
forced removals of the 1950s and 1960s.

|
1

Both the state and capital base their :

policy on the assumption that racially-
based state interventionist urban poli-
Cies can be replaced by market-based,
non-statist urban policics that  will
allocate tesources according 1o class
father than racial cleavages.
Mass-based organisations must then

e

Special Trust Fund

The Specilal Trust Fund will be
headed by former Urban
Foundation chairman, Jan Steyn,
who accepted the job on
condition that:

* the government abolishes all
race laws which Inhibit
development;

* the trust will be independent of
the state.

The areas which have been
targetted for intervention Include:
education and training, health and
welfare, job creation and small
business development. How this
will be done and what fiscal policy
will be applied stitl has fo be
negotiated, But Steyn has
Indicated his support for two
things:

* that money will not be In the
form of outright grants -
resources will have to be re-
circulated to sustain the fund,

* the resources could be used to
gear up additional finance via
schemes similar to the Loan

Guarantee Initiative.

Steyn has also been given the
freedom to set up his own board
of trustees. How this trust will
Intervene clearly depends on the
response of mass-based
formations.

if they boycott the trust, the
funds will most probably be used
to finance and subsidise the
accumulation strategles of
finance capltal, the construction
industry and black business.

At the same time, it would be
fatal for the ANC and other mass-
based formations in the liberation
movement {o participate st board
level without first stipulating how
the fund should dispense
development funds and how It
should Interact with local
communities. If they fall to do
this, then they may well find
themselves party to decisions
about the gllocation of resources
that could easlily divide and
disempower local communities,
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develop and adopt an alternative demo- | ing *prolific and alfordable shelter’.

cratic urban policy framework that could |

result in a socially just outcome for the
oppressed urban communitics.
T the urban policy vision of the UF
and South African big capital -
whose views the Urban Foundation of-
ten reflects - appears under Anne Bern-
stcin’s name in an article entitled ‘Fo-
cus on the Cities - Towards a New Na-
tional Agenda’ in the June edition of
Social Dynamics,

The theory underlying U7 policy is
the liberal thesis that, as Bernsticin says
“aparthcid ideology has come into con-
flict with ... the reality of a single inter-
dependent economy’. From this comes
the fundamental principle al the heart of
the deracialised urbanisation: remove
all aparthcid controls so that rational
economic forces can determine the form
and function of the cily.

This is expressed as acommitment (o
a ‘new urbanisation strategy” based on
‘frecedom of movement” and ‘full cili-
zenship for all’. Freedom from racial
controls rather than economic redistri-
bution, therelore, is the thrust of this
policy.

Bernstein says South Alfrican cities
face two obslacles: ‘the negative conse-
quences of apartheid’; and how the
millions of urbanised blacks can be
“integrated inlo our urban sociely, econ-
omy and scrvice networks’.

Economic exploitation is not idenli-
ficd as a *serious obstacle’,

She identifies ten *key policy issues’
thal should conslitute the new ‘national
agenda’. These include focusing on
providing jobs, scrvices and facilities,
and planning integrated urban regions,
giving cities ‘functionally derived” rather
than racially defined boundaries and
divisions

The old conception of colonial town
must be done away with, says Bemn-
stein, in favour of & vision of “thriving
urban entities’ which attract investment
from national and international sources.

And any cily planning must allow lor
massive growth in population as a resull
of deracialisation, with integrated urban
development as il is not enough 1o have
a ‘few good projects that create islands
of privilege in a sea of poverly’, says
Hernstein.

She argues that the poor should be
included, not excluded, through the le-
galisation of informal unregulated resi-
dential areas - because it is in these arcas
where the new “city builders® are build-

he clearest public presentation of

[astly, Bernstein says, all leaders al
local and national level *must seck to
develop popularly accepled and effec-
live processes, and ullimately institu-
tions, that will develop and then com-
municale a shared vision of the future”.

Bernstein’s ten policy issucs present
five basic themes: de-racialisation; func-
tionalily, i¢ technical rather than politi-
cal crileria should be the basis of plan-
ning; economic growth; effective man-
agement; and inlegrated development.

The UF framework is a step forward
because it commils big business to a far-
reaching anti-apartheid deracialisation
programme. Indeed, some concerns of
the union and civic movement are im-
plicit in this rather general and abstract
vision. But the omissions in the UF
agenda are so serious that it is unlikely
to become Lhe basis for a ‘shared vision
of the [uture’. Ultimately the UF frame-
work docs not deal adequately with the
root cause of our urban crisis.

Most importantly it fails to deal with
the role of the market; the noture of
ownership; access o and control over
development capital, and the central
role of communily participation in plan-
ning.

Clearly, in the UI's view there is no
need to spell oul the conncctions be-
tween economic growth, urban devel-
opment planning and the market. The
UF assumes markel-based, unregulated
allocation of resources,

Also, the UF view assumes privale
individual ownership as the juridical
basis of the development process. This
becomes more apparent when seen in

the light of the UF’s development fi- |

nance proposals.

The UF vision also takes for granted
that the state and capital will be the
dominant interests in the decision-mak-
ing process, with institutions like the
UF, SALIT and DB3SA tobe the conduits
for channelling development capital into
the communities.

Nor does the Ul vision see commu-
nily participation in planning as a key
issue in its own right. Insicad, it is rc-
ferred Lo as onc of a4 number of other
‘new methods’ of management or *par-
licipatory processes’,

The UF's final assumption is that
racial controls rather than economic
constraints are the greatest obstacles the
urban poor faces in securing access L0
services, facilities, shelter and land.

Until these assumptions are defined
exactly, it will be difficult to achieve a
*shared vision' between capital, the state
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On October 5 1989, the Urban
Foundation announced it had
‘linked major Western countries
and International business with a
South African private sector-led
venture that will mobllise more
than R1-biilion in home loans for
low-Income families - money
which could be enough to house
no less than 250 000 people In
40 000 homes. A further R2-billion
could be made avallable by banks
and bullding socletles.

This new package will enable
financlal Institutions to give loans
to low Income home owners
without reducing their profit
margins or increasing thelr risk.
Instead, the costs of risk, profit
security and loan administration
will be transferred to the
individual home owner.

To date, banks and bullding
socleties have refused to provide
loans for less than R35 000. This
excluded 90% of those who
require homes. The new package
will provide loans of between
R12 500 and R35 000, making it
possible for the top 40% of those
who require housing to get a loan.

For banks and bullding
socleties, giving loans to poor
people |8 riskier than glving loans
to rich people as it is assumed
poor people are more likely to fall
to meet their commitments.

Traditionally, the banks and
bullding socleties provide home
loans for 80% to 95% of the value
of the property. f the owner stops
paying, the property is sold and
proceeds cover the debt.

To reduce their risk In the
small-loans sector, banks and
building societies want to limit
their loans to cover only 60% of
the vaiue of the property.

The Institutions would therefore
give B0O% loans, but 20% of the
loan wlll be covered by a special
new insurance designed by &
consortium of Insurance
companies. This insurance wlll be
a compulsory policy on bonds of
R35 000 or less,

A second, optional, policy equal
to 15% of the property value can
be taken out by those who cannot
afford the 20% deposit normally
required by banks and bulilding
socletles. People taking this
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The Loan Guarantee Initiative

option will then only pay a 5%
deposit, and the bank or building
soclety wili still be guaranteed Its
full 20% deposit.

But insurance companles
would not issue these insurance
policies if they did not have their
own guarantees. This comes In
the form of the Loan Guarantee
Fund: R20-million In direct
contributions from the British,
German and Swiss governments,
BP South Africa, Caltex Qil, Japan
South Africa Fund, Toyota, Anglo-
American, Anglovaal, Barlow
Rand, First National Bank,
Gencor, Liberty Life, Nedcor,
Rembrandt, Sanlam, Southern
Life, Standard Bank, Tongaat-
Hulett, United Building Soclety,
Nedperm Bank, Saambou,
Santambank, Standard Bank and
Volkskas.

The Loan Guarantee Fund was
necessary to convince Insurance
companles to come Into the deal
and to reduce their risk so that
they would be prepared to alilow a
low premium on the two policles.

The premiums for all the
Insurance guarantees are paid by
the home buyer. So, {o get a loan
for less than R35 000, the home
buyer must pay the premiums for
the compulsory 20% Insurance
policy and the optional 15%
deposit Insurance, These coslts
are not carrled in any way by the
financlal Institutions, the Loan
Guarantee Fund or the state.

So-called 'small loans’ are also
not profitable for banks and
bullding socleties. The LGI
scheme, however, has devised a
way to resolve the profitabllity
from small loans problem.

Banks and bullding societies
make thelr profit from the Interest
paid on the loan which Is
repayable over 20 or 30 years. The
Insurance scheme which covers
15% of the loan means home
buyers will be paying back a 95%
loan rather than the usual B0%
loan. And the two insurance
policies provide cover for a total
of 35% of the value of the property
in the svent of non-payment and
repossession,

Collateral, therefore, Is no
longer primarily a cash deposit, It
has been turned into an additional

source of profit.

The banks and bullding
socleties have always argued that
amall loans are unprofitable
because they cost more to
administer than large loans. While
the administrative cost for every
loan Is identical - you need
personnel, stationery, postage,
computer time, legal advice - the
cost as a percentage of the total
profit is higher for small loans.

This problem has been resoclved
via amendments to the Usury Act
which regulates what costs the
banks and bullding socleties can
charge to the home buyer and
what costs should be carried by
the banks and bullding societies.

Business has convinced the
state to Include an 'initiation fee’
of R175 (to cover the costs of
approving the loan); a ‘security
varlation fee’ of R100 to help
cover paperwork costs incurred
when home buyers change jobs -
documenting the name of the new
employer who stands security for
the bond; and a ‘'monthly ledger
fee' of RS t0 cover expenses.,

The UF argues this additional
R280 must be measured against
the reduction of the existing
‘valuation fee’ from R250 to R100.

The biggest constraint on how
much a bank or bullding soclety
can lend out Is the slze of their
capital reserves. By law, the
smaller the caplital reserves, the
less a bank may lend out. But
banks and the government now
have a common political and
financial interest: how to get
profitable loans to poor black
home buyers. The government has
thus re-negotiated the capital-
lending ratio enabling banks and
bullding socleties to lend out
more money.

The solution lies In, literally,
manufacturing a new class of
capital. Capital can be created -
without acquiring more fixed
assets or Investments - by issulng
a certificate with a set value that
can be sold on the financlal
market o any Investor. The money
from this sale becomes aform of
capital.

The banks and bullding
societies are going to issue a ten-
year, non-redeemable, variable,

e

convertible debenture. After ten
years it will become a praference
share. It Is defined as a debenture
becauses it |s a fixed interest-
bearing security.

The Reserve Bank's approval
for this new class of capital s
required and it has been given.

The new speclal loans for less
than R35 000 will be issued
against this new class of caplial
and not against traditional capital
reserves,

This means that each bank and
bullding soclety will have two
‘loans books’, one for traditional
loans against traditional capital
reserves and one for special
loans against this new class of
capltal,

Special lending criteria to
regulate the speclal loans book
have been devised:

* only loans of R35 000 and under
apply;

* the property value may not
exceed R45 000;

* the average loan size must squal
R25 000, to ensure that most
loans are not In the upper range.

The number of special icans a
bank of bullding soclely can gramt
will depend on the number of
debentures it Issues. All speciai
loans will be at normal Interest
rates.

Finance capital has praised
this whole deal with ail Its varicus
components because it provides
a way of locking millions of black
families into privatised individual
contracts with financial
Institutions without Increasing
risk or reducing profit margina,

it Is not surprising, therefore,
that the UF has recelved
undertakings from banks and
bullding socleties and ihat
collectively these Instiiutions will
be able to make avallable R3-
billien In special loans on the
terms outlined above.

The UF would also like trade
unions to direct the major
pension and provident funds to
buy the debentures. The UF
argues that by doing so, the
unions will be making a direct
Investment in workers' housing
while simultanecusly investing
pension or provident fund money
at market rates.

:
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and the urban poor. ;
But when it comes to building he-

gemony, capital’s trick is to avoid rais- |

ing contentious issucs. Instead, it dis-
cusses policy principles gencrally and
abstractly, backing this up wilh vasl
lists of commissioned research matenial
- that will take a long time to read -
hoping to hide conflictual issues in an
over-arching statement of goodw ill that
hides more than it reveals. Alliances |
built on these generalisations however,

increase the risk of a conflict of imerests |
emerging later,

I —

stale and capilal’s ncw policy |
[ramework has far-reaching im- |
plications for the unions, civics and all |
other mass organisations concemed with
the future of the oppressed communi-
Lics. :
This framework has a clear-cul idco- |
logical vision for the future of our citics |

T he scenario that emerges from the |

premised primarily on deracialisation, |
upto R3-billion in loan money for home
buyers, a R2-billion Special Fund from |
the central fiscus for (let us assumc) |
infrastructural development and a new |
racially-ncutral markct-basced munici- |
pal financing system. |

To put it bluntly, around RS5-billion |
is 10 be pumped inlo housing construc-
tion and urban development over the
next five to ten years. This could pro- |
vide nearly two million pcople wilh
shelter of one sort or another, going
some way 10 alleviate the currenl hous- |
INg crisis.

If unions and civics do not develop 4
policy response, this will be done on
terms determined by [inance capital,
construction capilal and the state. It will
be racially ncutral and couched in the
language of deracialisation and the
markel: freedom of movement, choice,
association and residence. The result,
however, will be to restructure our cities
and communitics along class lincs.

Why is this so? Largely becausc the |
common glaring theme that pervades all |
policies that state and business agencics
arc putting logether is deracialisation.
Deracialisation is a good thing. How-
ever it is being used to mask privatisa-
tion and deregulation measures that could
have disastrous conscquences. :

The Loan Guarantee Initiative (See |
scparalc box) will subordinate low-in- |
come home owners to the interests of fi- '
nancial capital through a complex pack- |
age of deracialised financial transac-
tions, privale ownership and a secon-
dary housing market.
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population.

coslsa;
| * the privatisation of services;

| *the abolition of site rent and its replacement with an assessment rate
high enough to cover the non-recovered cost on trading and non-

trading services;

aactors:

black transport businesses;

and Industrial sector.

New municipal financing system

The Report on Finances and Economy of Soweto, which was written by
Dr Simon Brand of the Development Bank and released late |ast year,
eddressee the financial crisis in Soweto, caused in part by the
township’s three-year-old rent boycott.

The report ls significant because it maps out a municipal financing
system that Is clearly designed to deraclalise control and market
| mechanisms to effect the restructuring of the composition of the
Soweto community. According to the repori, this can be achieved by
privatising the housing stock and increasing the cost of municipal
services. But this will result in the exclusion of the poor and the
incluslon of the house-hungry upwardly mobile sectors of the black

The principles that underlie Brand's urban development framework
are privatisation and deregulation. He argues forcefully for the transfer
of houses to the registered tenants at minimal or no ¢cost. But he says
! that this should be coupled to the following measures:
| *the stimulation of the secondary housing market;

* tariffs for trading services (electricity, water and refuse) to recover

* \ransfer the cost of maintaining the housing stock to the residents.
These measures will increase the economic burdens of the poorer
sections of the communlity which, In turn will increase the pressure on

them to seak ‘cheaper' resldential areas.
it will also greaily strengthen the black middle class in the foliowing

*the transport sector: further deregulation coupled to a strengthening
of commuter links with Johannesburg will consolidate the market for

* the black construction sector: the deregulation of bullding standards |
and control will enable black construction businesses to exploit the
huge housing construction market in Soweto;

* black commerce and Iindustry: the opening up of new commercial and
Industrial business areas wlll help consolidate Sowelo’s commercial

If the financing mechanisms succeed in squeezing out the poorer
sections of the community and higher income groups are attracted into
Soweto, there will be a corresponding rise in the average disposable
income of the community as a whole.

in short, Brand's munlicipal economic paradigm could, by way of
varlous complex Inter-linked measures, exclude the poor and include
the wealthy. The result could be increasing inter-class tensions within
the community and the gradual breakdown of the bonds of solidarity
that currently underpin the civic movement in the townships,

)

'The Special Trust Fund of R2-billion
(See separaice box) has been handed to
the private sector to manage, on the
understanding that all racial laws thal

- prohibit development will be abolished.

And the Development Bank's pro-
posed new de-racialised municipal fi-
naneing systems (See separate box) will
restructure the urban tax base and divide
urban communilics along class lines.

‘There are Iwo issucs al stake: the
geographical consequences created by

. the class conseq

market-based urban development; and
vences of the dominant
role of financial capital in the urban de-

velopment process.

In citics around the world an unregu-
laled urban economy usually works
against the urban poor. There are many
and complex reasons, but the basic causes
are:

* land becomes increasingly expensive
as the population increases and more
land is nceded by commercial, indus-
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irial and finance capital for investment
and development;
* houses become More expensive as the
cost of materials increases and the demand
for houscs oulgrows the supply;
* certain arcas inhabited by the urban
are targeited for urban improve-
ment or ‘ gentrification’. This is donc by
using municipal finance charges (such
as service charges and rales) to make it
increasingly expensive for the urban
to remain in a particular area. As
they move out, commercial develop-
ment is encouraged to attract a higher
income group.

The resull is poor people are forced
to move from onc arca o another for
reasons related to their lack of wealth,

This is already happening in our com-
munities. But this is still limited be-
cause the stale still owns the bulk of the
exisling housing stock.

Deregulation, privatisation and the
free market - all created under the guise
of deracialisation - will tum land, scrv-
ices and houses into commaoditics thal
will be exchanged on the market irre-
spective of the social consequences. The
bottom-line issimplc: when poor people
live on land and in houscs that have
become more ‘valuable® in market terms

T ————— e o

!
|
|
|
|
|

than what these people can afford, they
will slowly but surely get pushed out by
the relentless pressure of better ofl owner-
occupicrs and by various forms of in-
vestment capital that require the proper-
ties for a range of purposes. This is
extremely difficull to resist collectively,
because the process involves hundreds
of thousands of individual market trans-
actions and nol a single act by some
outside agency on the community as a

whole.
I intended, the role of finance capital
will change from being a minor ele-
ment in a stale-dominated urban power
siructure, to being the dominant force in
a new deracialised urban system. This
has major implications for power rela-
tions within communitics and betwecn
communitics and capital.

The role of capital in sociely cannol
be understoad purcly in terms of an in-
dividual contract between the financial
institution and the home buyer. The
small handful of banks and building
sociclies lend money oul to millions of
people in similar material circumstances.

f all the various schemes work oul as

HOUSING

certain pre-conception of how sociely
should be organised and whal consti-
tutes rational and acceptable behaviour,
They can also afford, through the mass
media, to promote the notion of nuclear
families in privately-owned dwellings.

Finanecial institutions - through their
control of the finances and the pub-
licised notions of how homecs should be
organised inl0 communities - are in
positions of great power over communi-
ties.

Previously the white state controlled
these ideas, now they will be generated
by a self-portrayed “non-racial’ economic
power that will relate to the communi-
lics via the apparently non-racial and
neutral market. The power relations that
the deracialised market hides, however,
are class rather than racially based.

If the state and capital implement
their urban planning vision, communi-
ties will become divided along class
lines and the urban poor will soon be
subordinated to finance capital and its
partners.

A very different outcome, however,
is possible if the mass-based organisa-
tions decisively and quickly seize the

These institutions, in turn, are part of | moment and intervene with clear-cut
think tanks like the UF who have a | policies and proposals. @

"

Homelessness: an Issue of priorty for the MDM
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