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The middle remains
missing: class
exclusion from

the urban rental
market in suburban
Johannesburg

There is a huge demand for housing in Johannesburg,
South Africa, due to significant in-migration as well
as the legacy of apartheid. Rental housing supply in
Johannesburg is particularly constrained. Despite
this, little is known about the formal rental market in
terms of middle income access. Thus, this explorative
qualitative study seeks to partially address this
research gap. Results show that specific legislative
constraints, namely the National Credit Act and
the Prevention of lllegal Eviction and Unlawful
Occupation of Land Act, have created an imbalance
between the rights and responsibilities of landlords
and tenants, driving onerous credit checks and
documentary demands, all of which areinadvertently
excluding individuals from the formal rental market.
Thus, while race previously excluded many from
the suburbs under study, class now seems to be a
significant factor in terms of who can access rental
property. As such, rental housing supply is to some
degree artificially constrained.
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Introduction

The lack of affordable rental housing is a crisis for many urban areas the world
over, especially so in cities with constrained housing markets. The global south is
particularly affected (Gilbert et al. 1997; Watson & McCarthy 1998; Collinson 2011;
Baranoff 2016). Part of the problem is that, since the 1970s, state provision of
affordable housing has declined due to lack of capacity. Thus there is not enough
housing stock - especially in thelight of massive urbanisation and global population
growth - leaving most housing development to the private sector (Roux 2013).
As a result, most rental accommodation in the global south is privately provided
and subject to market forces. This has resulted in a supply and demand mismatch,
especially for rental accommodation for the emerging middle class, who generally
find renting more flexible and affordable than home ownership.

South African cities have not escaped this problem, especially as they are
experiencing some of the highest population growth rates in the world, due to
both internal migration and immigration (McKay et al. 2017). Currently around
65 percent of South African residents are urbanised, creating an acute demand
for accommodation (McKay 2020). This has placed upward pressure on house
prices, negatively affecting affordability (Lee 2009). Rental properties are
also in high demand, with resultant increases in rental costs. The high cost of
accommodation, combined withirregularandlow incomes, are significant barriers
to accessing affordable accommodation in South Africa (Gunter 2014). Gunter and
Massey (2017) note that one of the consequences is a massive rise in informal
housing and backyard rentals. However, a less well documented consequence
is the impact on the formal rental housing market. That is, the emerging middle
class faces a critical shortage of affordable accommodation. As such, this group
must make difficult spending trade-offs such as skimping on some necessities,
accepting substandard housing or residing in ever increasing numbers on the
urban periphery (Badger 2016; Crankshaw 2022). As a result, the quality of life
of such households is negatively affected. Thus, the provision and availability of
affordable urban rental housing is a critical element in sustaining the middle class.

Within this context, South Africa’s largest, wealthiest city, Johannesburg,
faces significant accommodation challenges. At the same time, Johannesburg
is one of the most unequal cities worldwide (Leibbrandt et al. 2010). In the
context of urban housing, much of the problem can be attributed to former racial
discriminatory practices, such as: The Land Act (No 27 of 1913); The Native (Urban
Areas) Act (No 21 of 1923); The Natives Urban Areas Consolidation Act (No 25 of
1945); and the Group Areas Act (Act No 41 of 1950). These acts forced people of
colour to live in peripheral, geographically marginalised communities (Rex et al.
2014; McKay 2015). Furthermore, insufficient housing was built to accommodate
people of colour. Additionally, post-1994, as with most other cities in South Africa,
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Johannesburg'’s population has grown rapidly. People from all over the country,
region, continent (and world) are moving to Johannesburg, so demand for
accommodation is great (StatsSA 2012). For example, the Housing Development
Agency maintains that the city has a backlog of one million housing units. As
low incomes place home ownership beyond the reach of most households,
most (88%) of Johannesburg’s residents live in rented units (HAD 2012). Overall,
demand for affordable accommodation outstrips supply, pushing up prices and
forcing many to reside on the urban fringe in ‘township’ settlements first planned
by the apartheid government. In particular, accommodation for the emerging
middle class, in geographically sought-after areas close to the city centre,
amenities and places of work, is severely limited. These limits have significant
consequences in post-apartheid South Africa. It is posited here that limited
accommodation and high demand may be having a prohibitive effect on where
South Africa’s emerging multi-racial middle class can live. Exclusion or barriers to
entry into living in affordable geographically central spaces may be perpetuating
an uneven surface of economic and social opportunity (Morton 1998). Within this
context, this study explores the complexities of the rental market within selected
former ‘whites only’ suburbs of north-central Johannesburg. Data was collected
using qualitative interviews with real estate agents who operate in these spaces
to obtain an understanding of nature of the market in the study location.

Housing in the Global South

Affordable housing has different definitions, but usually it is linked to earning
potential, with a common definition being “a measure of expenditure to the
income of a particular household” (Gopalan & Venkataraman 2015:132). Thus,
there is an affordable housing continuum, where different market segments and
categories of accommodation exist based on ability to pay (Ram & Needham
2016). Therefore, low-income households are the most likely to struggle to secure
accommodation. Although most countries of the global south have policies and
instruments to deal with housing shortages, the private sector provides the
bulk of the available accommodation (Joshi et al. 2012). Unfortunately, private
provision of housing is woefully inadequate (Echeverry et al. 2007). When
accommodation is provided by the private sector, it usually means access is
strongly linked to income, leaving households vulnerable to profiteering and
above inflationary prices for inadequate stock. For example, in Latin America,
there is a shortage of housing units, a lack of proper services, overcrowding and
many informal settlements (Ahmad 2015). When the state does build housing,
the units are usually far away from job opportunities and facilities (Gilbert 2011).
In Africa, despite the presence of noble sounding housing policies and strategies,
there has been a singular failure to deliver sufficient accommodation (Mafukidze
& Hoosen 2009). This is rather different to Asia, where a majority of working and
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middle class have become homeowners due to a combination of state-driven
social and economic policies (Ronald & Doling 2010). This is in part due to Asian
governments viewing housing as a signifier of proper welfare provision. For
example, Hong Kong and Singapore have enjoyed massive state intervention
through public housing programmes that created a “tenure-secure, low-rent
safety net for many families” (Rapelang 2013:47).

In terms of income, macro-economic factors come into play, which then
influence ability to pay for accommodation (Watson 2011; Gilbert 2014). These
factors include the inflation rate, level of employment/unemployment, interest
rates, exchange rates and real gross domestic product (GDP) (Gunter 2014). High
interest rates tend to dampen house demand, reduce home ownership and even
cause house prices to fall. Lower interest rates allow households to borrow more,
whichtendstoincreasehome ownership but, again, may push up house prices, and
rental costs as well (Gunter 2013). Therefore, interest rates can exclude households
from home ownership, forcing them into rental accommodation. Growth in GDP
is usually associated with rising real incomes and improved purchasing power
of households. While this can increase access to accommodation, in a situation
where demand outstrips supply, it can also increase accommodation costs.
A good example are the steps taken in February 2022 against Russia due to its
invasion of Ukraine, which has resulted in a collapsed Russian rouble, increased
interest rates and thus the strong possibility of ordinary Russians losing their
accommodation due to an inability to pay. A falling GDP may lead to a decline
in household incomes dampening demand and lead to price stagnation (or
even deflation). So, home ownership may decline while demand for rental
accommodation increases (Gerxhani 2004). Large fluctuations in the exchange
rates also affect house prices and affordability levels (Beall 2002). Government
policies can influence household incomes and savings and so have a direct impact
on housing demand and affordability (Forrest 2011), for example providing tax
relief on mortgage payments (Ahmad 2075). In addition, government policies
concerning infrastructure development, land and housing supply policies also
influence housing supply and house prices (Obeng-Odoom & Amedzro 2011; Todes
2012; Roux 2013). The same is true for planning regulations such as zoning rules,
building codes, subdivision and density regulations, property taxation and other
fiscal policies by both national and local government (Sabal 2005; Gunter 2013).
Strict and unresponsive planning authorities reduce supply, causing housing
prices to rise (Massey 2013). High building standards and strict building codes also
increase the cost of housing. Development regulations can prolong the time taken
to obtain building approvals, discouraging developers. Environmental rules and
regulations also influence housing costs and supply (Autor et al. 2014; Desmond
2075). These issues have been particularly noted in South Africa’s Western Cape
province as ones that constrain housing supply (Zille 2017).
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Affordable rental housing

Metrics to determine rental affordability were first used in the United States
of America (USA). Consequently, 30 percent of one’s income was deemed the
maximum proportion one should pay for accommodation (Desmond 2015;
Gopalan & Venkataraman 2015). For rental purposes, the 30 percent includes
the utility bills, whereas in the case of bank financing a home loan, the amount
would include mortgage repayments, taxes, property insurance, utility bills,
refurbishments and maintenance. In Australia, housing is deemed affordable
by determining if households in the lowest 40 percent of the disposable income
bracket are paying 30 percent or less of their income on housing (lwata &
Yamaga 2008). Nevertheless, affordability should also take transport costs into
consideration. That is, affordable housing is usually a trade-off between location
and transportation costs, where housing stock far from economic nodes is usually
more affordable but transportation costs are often high (Shrestha 2010; Gopalan
& Venkataraman 2015).

A good rental housing system provides a variety of housing options at
affordable prices and grants residents ease of access to amenities and facilities
(Badger 2016). For example, in the United Kingdom (UK), affordable rental housing
is known as ‘social rented housing’. Eligibility for such housing is given to those
who cannot afford to rent on the open market. There is also Intermediate Housing,
targeting households earning above the social rented housing threshold but
unable to afford open market rental housing. Additionally, there is the Affordable
Homes Programme (AHP) where 20 percent of the rent is paid by the state
(Mulliner & Maliene 2013). Although affordability is the most common reason
why people opt to rent, there are others (Autor et al. 2014). For example, those
with irregular incomes may opt to rent. Others want to set aside resources for
long-term investments (such as education, vehicles) or need to support their
extended family (Marais et al. 2010). Some rent as their job requires them to be
on the move (Watson & McCarthy 1998; Rust 2006). Furthermore, what amount
people are prepared to pay in rent is also driven by several factors, such as (i) the
quality of the accommodation, (ii) access to basic infrastructure and services,
and (iii) access to public services and the ‘neighbourhood’ in general. It follows
that popular neighbourhoods are usually close to places of work. Homes in such
neighbourhoods get higher rents and houses are worth more.

Rental housing in the South African context

In South Africa, insufficient attention has been paid to issues of rental
accommodation (Scheba & Turok 2020). The Reconstruction and Development
Programme Housing Programme, the National Housing Finance Corporation
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(NHFC) and Rural Housing Loan Fund all focus on enabling people with a low
income to own a house, rather than assisting people to rent (Tissington 2011).
Furthermore, those caught between earning ‘too much’ to be eligible for state
subsidies, but too little to purchase a home on the open market (for households
earning between R3 501 to R15 000 per month), can access the Finance Linked
Individual Subsidy Programme (FLISP) whereby they can receive a once off capital
contribution of between R87 000 to R100 000 towards their mortgage bond (Moss
2012; Rust 2013). Despite this, homeownership remains low. For the most part,
most South Africans earn too little to own a home and few manage to save up
the large deposits that the banks are now demanding (at least 10 percent). Also,
house price growth has outstripped income growth, also negatively affecting
homeownership. In view of this, many in South Africa cannot afford to buy a
home and so rent.

In that regard, important pieces of legislation have an impact on the South
African rental landscape. One is the National Credit Act (NCA) No 35 of 2005. The
NCA serves to protect consumers in the credit market by prohibiting reckless
lending and establishing recourse for unfair credit practices (Haupt et al. 2007).
Its relevance for rental accommodation lies in its stipulated loan application
procedures and sections prohibiting irresponsible lending (de Stadler n.d.). The act
requires credit providers to do comprehensive credit checks to ensure consumers
can afford the loan. All loans need to be recorded to prevent consumers becoming
over-indebted. Failure to do this will be viewed as contravention of the NCA and
the credit provider could be found guilty of reckless lending. Another act is the
Rental Housing Act (No 50 of 1999) (Legwaila 2001). The act has been amended
several times: see the Rental Housing Amendment Act 35 of 2014 (Sections 1-7,
9-10, 13-17) and Rental Housing Amendment Act 43 of 2007 (Sections 1, 4-5,
9-10,13,15-16,19). This act regulates rental housing and the relationship between
landlords and tenants. Lastly, there is the Prevention of lllegal Eviction from and
Unlawful Occupation of Land Act (PIE), Act No 19 of 1998, which provides legal
protection for tenants from eviction. This act protects the rights of unlawful
occupiers of land from being unilaterally evicted by the landowners (Strauss and
Liebenberg 2014).

Methodology

This study sought to fill the gap in terms of how the middle income rental market
(those paying between R5 000 and R10 000 per month for accommodation) is
served (SALGA 2011; Gunter and Manuel 2016). This rental range was selected on
basis that the average nett monthly income (used by rental agents to determine
affordability) of those in formal employment was R14 385 in 2019 (Businesstech
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2019). Thus, an individual earning this is likely to qualify for a rental of R5000 per
month. If two people are living together, their joint income could qualify them for
a rental of R10 000 per month (Tuphome, pers comm 2017). Zizzamia et al (2019)
estimate around 50% of the South African population are chronically poor, 25%
are transient and vulnerable, 21% are solidly middle class, and 4% are elite. This
21% middle income group is racially mixed - consisting of roughly 66% Black
African, 20% white, 9% Coloured and 5% Indian. Other characteristics of this
group are that the households are small with few children. Income is derived
mainly from the labour market, they are mostly urban-based, and most reside in
Gauteng and the Western Cape. Thirty seven percent have a tertiary qualification
of some sort.

Purposive sampling was utilised to select centrally located middle-income
Johannesburg suburbs, namely Rosebank, Melville, Linden and Randburg. The
study then sought to explore the rental market within these suburbs. These
suburbs are close to the economic heart of Johannesburg (Sandton and the Central
Business District), where a significant number of Johannesburg residents work.
While there are no longer any racial segregation laws in South Africa, and the
post-apartheid government has pushed for racial integration, there are clearly
racial groupings in suburban Johannesburg. For example, in 2011 whites made up
48°%"; 55%?2; 67%* and 46 %* of the population of Rosebank, Melville, Linden and
Randburg respectively. Thus, the racial makeup of these areas does not represent
the demographics of Johannesburg as a whole, as only 12% of the total population
of Johannesburg are white®. The suburbs and the racialised spatial nature of these
suburbs under apartheid is visible in Figure 1.

In order to investigate the rental landscape of Johannesburg, with a specific
reference to middle-income households, this study utilised in-depth, semi-
structured interviews with real estate agents, based on an online search for
agencies advertising residential units to let. As such 20 estate agencies, ranging
from large global branded agencies to smaller local agencies, were found to be
operating in the rental business in the areas under study. Of these, 10 companies
were selected to participate in the study, based on market dominance (see Table
1). Face-to-face interviews were held in 2017 between the researchers and
representatives from each office. The interviews lasted approximately one hour
and data was transcribed and then coded using thematic analysis.

http://cityfutures.co.za/sites/default/files/SA%20City % 20Future % 20-%20Rosebank %20
dashboard.pdf Accessed 9 October 2019.
https://census2011.adrianfrith.com/place/798015091 Accessed on 9 October 2019.
https://census2071.adrianfrith.com/place/798016055 Accessed on 9 October 2019.
http://www.statssa.gov.za/?page _id=4286&id=11307 Accessed on 9 October 2019.
https://census2071.adrianfrith.com/place/798 Accessed on 9 October 2019.
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This is an explorative study and so the results are not generalisable. It is also

limited to the views of the estate agents. Thus, we recommend further studies

with a focus on tenants, landlords and city authorities. However, the qualitative
nature of the study allows for a first investigation into this important segment of

the market. The study obtained ethical clearance from the University of Pretoria.

Table 1: Estate agencies who participated in study (Source: authors)

Estate agency Number of properties listed for rental in
August 2017
TPM 756
HRS 570
SS 243
AHP 229
Sl 200
RR 140
LE 134
Lf 14
LPS 54
VE 53
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Figure 1: Racial designation of suburbs under apartheid and the location of the

research sites.

Source: Authors
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The supply side nature of the rental market in Johannesburg

A key emerging theme was that affordability is viewed by estate agents as
a function of income and credit records. Most respondents said that “credit
ratings and/or records and income” was the major challenge facing the sector.
Respondent J said tenants were struggling to source affordable accommodation
within theirincome bracket, “At the moment it is difficult for people in the middle
income range to find anything they can afford as we demand three times the
rental as an income. R10 000 does not give one much scope. So affordability
is a problem.” Respondent 6 emphasised that creditworthiness is a key factor
in accessing rental units. Respondent 5 mentioned that: “An assessment of the
credit record and application process is a hurdle. There are many applications
but most fail to meet the income threshold as required for becoming a
tenant.” Respondent 4 confirmed, “We are seeing affordability challenges and
unsuccessful applications based on poor credit history and bad references.” In
terms of income levels, there was a consensus that lower-income earners are
not catered for in the area under study. Respondent 1 had this to say concerning
the income levels of their would-be tenants, “Due to the fears we have that
tenants will be unable to pay well and consistently, we have resorted to having
a credit check as well as a salary check to see in which bracket the applicant
falls. If the applicant earns below the poverty datum line, then they do not
qualify for rental.” In this regard, estate agents use a ‘Tenant Profile’ to both
assess and screen applicants. This is a rigorous screening process that entails
credit and income checking, which favours higher earners. Emerging segments of
the rental market, those who were disadvantaged under apartheid, are the least
likely to meet the stringent criteria (they are especially unlikely to have a long
credit history, for example) and, thus, may be excluded from the rental market.

While there is a disincentive for agents to rent to perceived ‘risky’ tenants,
there is also a mismatch in the market where some types of properties are in
over supply. This is contradictory to the literature that points to huge demand for
rental property in the global south (Echeverry 2007). Within the rental market in
Johannesburg there is a glut of some rental unit types, such as two-bedroomed
rental units. Respondent 2 said, “The market is oversupplied, that's the biggest
challenge ... there is low demand for two bedroomed units”. Respondent 1
stated, “The most challenging thing above rental cost is a flooded market.”
Respondent 2 noted: “There are some areas that are actually overpriced, the
most interesting fact is that landlords have a ridiculous expectation in terms
of rentals; we have to price-educate them.” This was a third theme, namely
that landlord expectations are not in sync with market trends. Landlords wanted
rental income directly aligned to property valuations, instead of prevailing rental
market trends. Thus, there is a gap between what landlords expect and what
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the market will or can pay. The respondents felt this was a major challenge.
Respondent | said, “It shows in the current market, when | advertise rentals
at R9 500, people will come back with offers between R8 500 and R9 000.
The landlords are greedy.” Respondent 10 supported this, saying, “Basically to
convince landlords of current market conditions and that unless they take a
certain rental, sometimes lower than expectations, they will not get tenants
as affordability is a problem. The challenge is getting landlords to accept what
the market can pay.” Landlords expecting more causes vacancy rates to rise. In
addition, respondents felt that not all landlords maintain their properties. Thus,
some landlords lost good tenants, either though not maintaining the property or
by demanding unrealistic rental escalations. Respondent 9 stated that: “Landlords
wanttoincrease at 7% or 8%. | feel the increase should be fixed at 6.5 %. I think
the rental amount and escalation must be controlled. If the escalation is at
10%, by the time five years is over that tenant will find a new development at
half the price.” Landlords fail to recognise that they face competition in the form
of new property developments, where tenants may find cheaper accommodation
(although these are most likely to be located on the periphery). While this shows
that there is scope for new entrants into the market, the unwillingness of owners
to drop their rent does indicate a potential short-term barrier to entry.

Government legislation has also had a bearing on the rental market. The PIE
Act (Prevention of Illegal Eviction from and Unlawful Occupation of Land. Act No
19 0f1998) is a hindrance to rental housing provision. Some respondents felt that
this act was financially detrimental to landlords and estate agents, as the act
had unintended consequences such as enabling tenants to occupy a property
without paying rent. Respondent 7 said, “A lot still needs to be changed in
terms of policies. In most cases the policies favour the tenant. Tenants can
stay six months not paying and you cannot evict them ... this must change.”
Respondent 10 said, “Laws protect tenants more than landlords. The Rental
Housing Act is good. But the PIE act allows tenants to squat. Tenants are
becoming more aware of it (and so exploit it).” Respondent 2 said, “The laws are
very much biased towards tenants, especially when it comes to evictions.” The
respondents also said some tenants vandalise the rental property or steal things
when their leases expire. Respondent 9 said, “The challenge is people with bad
habits and bad behaviours, this included tenants who have an excellent credit
record. Behaviour is shocking.” Vandalism, theft and abuse of the PIE Act were
identified by most respondents as impediments to the supply of rental housing,
further limiting the risk appetite of landlords.

While the exclusion of individuals through financial criteria and low risk
appetites have limited the number of rental units available to emerging middle
class tenants, there is growing demand for rental stock in desirable suburbs
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close to amenities. The proximity to work, school, transport routes and shopping
malls were crucial factors influencing where tenants want to live. Most of the
respondents were of the view that tenants chose accommodation based on where
their children went to school or where they worked, followed by proximity to
amenities. Other issues, in order of importance, were (1) access to transport routes,
(2) how secure the unit was, and, lastly (3) the quality of the unit. Respondent
2 noted: “Generally people want to be near a school as well as workplace.”
Respondent 8 reiterated, “For tenants with children; school is the priority. They
look for the school first and the property choice is driven by that.” Respondent 4
saidthatin her experience tenants look for locations near work, schools, amenities
and transport routes: “Location is key in terms of characteristics - close to
place of work, schools for children, shopping centres and mobility in terms of
transport routes.” Respondent 1added, “Few were afforded the opportunity to
be discerning about the condition of the property they are getting, security,
etcetera.” Nevertheless, the condition of the home, configuration and size of
residential unit did influence some tenants, as Respondent 6 noted, “There were
instances where | would have over 15 applicants on a rental unit in Linden but
the physical set-up of the complex was not favourable. As such it is important
to ensure that physically the place is conducive.” The study found that the type
and quantity of other houses around the unit on offer, the drainage system, refuse
disposalsystem, electricity, water supply, security and socio-cultural background
of the people living in the area also matter to tenants. Security remains a critical
factor in South Africa. One respondent emphasised security as a key determining
factor for tenants.

The quality of the suburbs, the level of amenities in the area and location
means the suburbs covered by the case study are in high demand. To an extent,
legislation and a weak economy makes it a tenant’s market. That is, the general
view was government policies favour the tenant. Noteworthy is the contribution
of Respondent 2: “The government needs to look at the way they crafted the
laws so that they balance between the lessor and lessee.” Respondent 3 agreed,
saying: “There are challenges with regards the law and (lack of) protection of
landlords ... there is too much protection of the tenant.” Additionally, affordable
housing processes were overly bureaucratic, resultingin a glacial pace of response.
Respondent 5 felt that, “There are a number of subsidy programmes through the
Social Housing Regulatory Authority, but they are very bureaucratic, slow and
tedious and they tend to select registered social housing providers and thus
the private developers tend to avoid it.” The respondents believed there was no
commitment or support from government for private developers and landlords in
terms of policy and legislative frameworks.
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Discussion

The suburbs under study represent sought-after locations, close to jobs, schools
and many services and amenities, thus meeting many of the needs of the middle
income market: accessibility to place of work, schools, shops, transport nodes
and quality of housing. That said, security was a critical factor, with most tenants
concerned about security issues. In general, there was strong demand for rental
property in these suburbs, though there was a strong association betweenincome
and the ability to secure rental accommodation. Thus, a lack of affordability is a
characteristic of the Johannesburg private rental housing market in the suburbs
under study, with many of the rental units beyond the reach even of middle-
income tenants. Oddly, there is a simultaneous shortage of affordable housing
and a surplus of unaffordable housing. Part of the problem is that landlords’ rental
expectations were too high, with demands for unattainable 10 percent annual
increases. This problem is such that estate agents hold special sessions to educate
the landlords on pricing. The problem may lie in the switch of rental housing from
accommodation provision to being that of an ‘asset class’, where landlords have
invested in the buy-to-let or build-to-let market and are expecting specific
returns on their investments or need them to cover their bond and municipal
rates and taxes (Aalbers 2019; Todes and Robinson 2019).

But this structural mismatch may also be related to restrictive legislation
concerning landlords, namely the PIE Act, an act that affords tenants extraordinary
protection from eviction. Due to high levels of eviction and exploitation under
apartheid, the PIE act is strongly in favour of the tenant in housing disputes,
placing the burden on the landlord to prove non-compliance. In particular, the
PIE Act makes the eviction of a tenant difficult and costly. But some tenants
abuse this by not paying their rent. Although evictions can eventually be secured,
usually landlords are considerably out of pocket for both rental and eviction costs.
Furthermore, bad behaviour, theft and vandalism also deter landlords from
signing up tenants. Some landlords even take their property off the rental market.
Challenges like these lead to landlord fatigue, resulting in prospective tenants
being subjected to heavy screening. Sometimes landlords are so concerned
about the legal consequences of the PIE Act that they would rather exclude
tenants deemed ‘too risky’ and leave their units vacant. It seems the PIE Act is
partially hindering the access of emerging middle class tenants to these desirable
suburbs. Thus, in terms of government policy, for the respondents, the legislative
framework has been a serious inhibitor of the private rental market. Respondents
felt insufficient attention has been paid by South African lawmakers to the needs
of the rental market. This focus on income, and other critical measures such
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as credit checks, could limit who is able to access the rental space; landlords
use these checks to screen out tenants who might be more unstable in paying.
However, the history of South Africa means people of colour are among those
who are most likely to have an unstable income. Under apartheid the suburbs
under study were classified as ‘white’, and, while the post-apartheid government
scrapped all apartheid spatial legislation, they still have a very high proportion
of white people. Thus, onerous credit checks could result in exclusion tactics to
limit the access of the emerging black middle class to these areas. In that regard,
respondents felt that the provisions of the NCA exacerbated the problem as only
those who earned three times the monthly rent could qualify as tenants. Thus,
although the NCA was designed to protect consumers from exploitation by credit
providers, it may be disadvantaging tenants who have patchy credit records, who
do not have large deposits on hand, or who are prepared to pay more than one
third of their income in rent in order to secure a property that is in a desirable
location and can potentially reduce their monthly transport costs. It is highly
likely that such demands handicap previously disadvantaged people of colour, as
well as immigrants, who may not have credit records, collateral or the guarantee
required to secure a lease, for example.

The result is a shortage of affordable rental accommodation, in part due to
legislation that places too much risk on the landlord. However, bad tenants also
cause landlords to be hesitant to let their property without substantial deposits
and credit checks. Furthermore, overpriced accommodation is also a problem.
While the demand for rental housing in desirable locations by the emerging
middle class is significant, both legislation and affordability have become the
barriers that exclude individuals. As a result, structural exclusion from resources,
such as affordable housing, may be entrenching intergenerational inequality (see
Nattrass and Seekings 2007; Seekings and Nattrass 2002; Bond 2003, 2004; Louw
2004). There may be scope for rental subsidies, which could enable households to
better access rental housing in the areas under study. Another principal finding
is that the policy framework does not adequately protect either the tenant or the
landlord. Weak policy and poorly crafted legislation can result in financial losses
for the landlord. At the same time, tenants encounter difficulties in accessing
rental housing due to high rents, tedious application processes, onerous credit
checks, deposits of three months rent, demands that tenants maintain properties
and other vetting processes. Individuals, who under apartheid were excluded
from residing in these desirable suburbs due to their race, are now being excluded
by restrictive legislation and high costs. Thus, class segregation could be replacing
race segregation in these suburbs.
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Conclusion

Although there is a great need for affordable middle income rental housing in
Johannesburg, the state is mostly focused on promoting home ownership for very
low tolow income groups. Therefore, we suggest a collaborative effort between the
private sector and government could improve the efficiency of the private rental
market in Johannesburg. However, this will need to go together with provisions
to grow investor confidence by protecting investors/landlords and tenants.
Currently, it appears that class-based forms of exclusion are inhibiting the central
suburbs of Johannesburg from becoming inclusive. That is, legislation designed
to protect the eviction of vulnerable people is placing unintended exclusionary
pressures on new entrants who wish to access desirable suburban spaces. Where
once race-based legislation excluded people, now financial exclusion, alongside
legislation not truly ‘fit-for-purpose’ and landlord risk aversion, may be limiting
who can access middle income rental homes. Thus, regulatory and fiscal support
is required to create an enabling environment for viable and sustainable market-
based solutions for the supply of rental accommodation. This includes fine-tuning
the National Credit Act, which may be preventing people with legitimate, yet
non-regular, sources of income, or credit records deemed ‘inadequate’, from
accessing rental units; it may also be pushing up rental costs. In addition, the state,
through relevant multi-stakeholder consultations, needs to review the PIE Act to
balance the needs of business, investors and tenants in the buy-to-let market.
That is, legislation designed to protect the eviction of vulnerable people, is placing
unintended exclusionary pressures on new rental accommodation entrants.
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Appendix 1: Interview Schedule

1.

In your opinion (as an estate agent) are rentals in your area affordable?
Please elaborate.

What challenges do you as an estate agent face in terms of renting out
properties?

To what extent is rental accommodation demand driven by people needing/
wishing to be located close to their place of work?

To what extent is rental accommodation demand driven by people needing/
wishing to be located near to their children’s school?

To what extent is does the transport network (access to major roads, taxi
ranks etc) drive demand for rental accommodation in your area?

In your opinion, how could government policies pertaining to rental housing
be changed/improved?

What recommendations can you make to about how tenants should be
protected and managed?

What recommendations can you make about how landlords can be protected
and managed, especially in terms of managing rentals as an investment/
income generating strategy?
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