Learning Brief: Informal Settlement Upgrading and Sustainable Livelihood Development in South Africa
1. Introduction
Informal settlements are a stark manifestation of poverty, inequality, and rapid urbanisation in South Africa. Residents, who are highly susceptible to sudden unemployment and lack labour rights, often face precarious working conditions and external shocks. While government interventions have historically focused on in-situ upgrading that involves improving the physical environment by providing services and housing where people currently live, there is now a clear recognition that improving livelihoods is just as fundamental for achieving sustainable development.
Livelihood development is not merely about providing jobs; it is a holistic approach focused on improving how individuals and communities survive, earn a living, and thrive. A livelihood is defined as a means of making a living, which is directly and indirectly influenced by a wide range of factors, including security, access to basic services, education, and locational opportunity. This integrated approach is guided by principles such as being people-centred, holistic, dynamic, and focused on sustainability.
The framework presented here is structured around the five key capital assets of the Sustainable Livelihoods Framework (SLF), which originated with the United Kingdom’s Department for International Development (DFID) in the 1990s[footnoteRef:1] as a tool for understanding and addressing poverty. The SLF helps identify the diverse assets (Human, Social, Financial, Physical, and Natural Capital) that poor people rely on and the factors that influence their ability to use them, demonstrating how the Upgrading of Informal Settlements Programme (UISP) objectives are achieved through deliberate, concurrent asset accumulation across all facets of community life. [1:  Natarajan, N. Newsham, A. Rigg, J. Suhardiman, D. (2022) A sustainable livelihoods framework for the 21st century. Available:  https://www.sciencedirect.com/science/article/pii/S0305750X22000882 (14 April 2026)
] 

2. The Livelihood Imperative and the UISP Objectives
The South African government’s approach, formalised through the Breaking New Ground (BNG) Policy and the UISP, reflects this shift. Upgrading is now viewed as an opportunity to drive economic inclusion, strengthen community networks, and empower residents. The UISP is founded on three primary objectives, all of which are directly supported and achieved through the integrated livelihood development approach:
· Granting Security of Tenure: Converting precarious occupation into a secure asset, which encourages investment and economic activity.
· Improving Physical and Environmental Conditions: Providing essential services and infrastructure (e.g. electrification, roads), which are crucial for public health and economic operations.
· Socio-economic Empowerment: Building the human, social, and financial capital of residents to increase their capability (the ability to make choices and act on them, for example, choosing to start a business rather than seek casual labour) and influence over the processes that affect their lives.
This framework ensures that infrastructure development is not an end in itself, but a catalyst for sustained human development.
3. Strategies Categorised by Livelihood Asset Portfolios: A Framework for Asset Accumulation
A Livelihood Asset Portfolio is a classification system that groups strategies based on the specific capital assets they aim to build or protect to solve community challenges. Each portfolio represents a broad area of intervention (such as social protection or economic activity) designed to achieve a specific outcome, such as increased income or reduced vulnerability.
3.1. Poverty Reduction and Protection (Building Human and Financial Capital)
These strategies address the vulnerability context (the critical trends and shocks) by creating a buffer against crises and addressing health barriers, thereby protecting and enhancing Human and Financial Capital.
· Welfare and Grant Access: Government officials must assist all members of the informal settlement who qualify to access social grants. This includes assisting in obtaining necessary documentation and providing specific support for those with special care needs. (Financial Capital protection)
· Indigent Registration Drives: Support local efforts to raise awareness and complete indigent registration drives so that eligible households are officially enrolled and able to receive Free Basic Services (FBS), thus protecting household finances. (Financial Capital protection)
· Mental Health and Psycho-social Support: Providing access to counselling services that can deal with trauma, as well as primary health care programmes. Addressing poor health is critical, as it is a major barrier to sustained livelihood activity. (Human Capital maintenance)
· Disaster Management and Climate Resilience: Establishing early warning systems and community disaster management committees to cope with stresses and recover from shocks like floods or fires. This builds resilience (the ability to bounce back and recover from shocks and stresses without permanent damage to assets) and reduces the risk of asset loss. (Financial and Physical Capital protection)
3.2. Economic Inclusion and Income Generation (Building Financial and Human Capital)
These strategies directly build Financial and Human Capital by addressing the lack of stable income opportunities and transforming micro-enterprises, including home-based businesses, into more viable, formalisable operations.
· Enterprise Support and Development: Providing microfinance and intensive business development support to help small, informal businesses grow. This involves training in core business skills and sector-specific skills. (Financial and Human Capital)
· Digital Livelihoods Strategy: Providing targeted training in online work platforms and digital marketing skills for local businesses. This leverages digital connectivity to link residents, particularly the youth, to broader economic opportunities. (Human Capital)
· Agro-Economic Livelihoods: Supporting home and community/allotment gardening for subsistence and surplus income. This is coupled with promoting appropriate small stock farming (e.g. chickens, goats) and, in more peri-urban contexts, even larger stock farming. (Financial and Natural Capital)
· Public Employment Schemes and Maintenance: Organising and managing public employment programmes like Expanded Public Work Programmes (EPWP) and Community Work Programmes (CWP) to offer temporary income and work experience. This includes leveraging these programmes to ensure the ongoing maintenance of new spatial and physical infrastructure (e.g. roads, drains, and community facilities) provided through the upgrading process, thereby transforming infrastructure upkeep into a source of local income. (Financial and Physical Capital)
· Support for Job Seekers: Providing comprehensive support to job seekers, including CV preparation, interview coaching, and facilitating linkages with formal sector employers and placement agencies outside the immediate settlement area. (Human Capital)
· Adult Basic Education: Offering adult basic literacy training, alongside basic numeracy and financial literacy, to improve residents' foundational skills and increase their access to entry-level formal employment opportunities. (Human Capital)
· Vocational Training and Apprenticeships: Implementing targeted vocational training and apprenticeship programmes in construction, artisan trades, and service sectors, ensuring the skills provided align with both local economic demand and the long-term needs of the local municipal and regional economy. (Human Capital)
3.3. Tenure and Asset Security (Securing Physical and Natural Capital)
This focus area addresses the lack of legal status by transforming land rights into secure Physical and Natural Capital. This is achieved through interim and administrative tenure systems that are flexible enough to support home-based businesses.
· Tenure Recognition and Rights: Establishing a locally managed recognition of occupation database by enumerating every single household and demarcating all plots. This provides residents with the certificate of occupation, which is crucial as proof of residence. (Physical and Natural Capital security)
· Flexible Tenure and Business Support: Establishing an administrative tenure system, such as a certificate of occupation, which is explicitly linked to flexible land use control mechanisms. This allows residents to legally operate home-based businesses (e.g. a hair salon or a spaza shop) from their dwelling, provided they prevent nuisance and negative externalities. (Physical Capital security and flexibility)
3.4. Spatial and Physical Enablement (Building Physical Capital)
These strategies provide the basic Physical Capital and facilities necessary to support both social well-being and economic activity.
· Electrification and Energy Access: Electrification is a fundamental driver of livelihoods. Upgrading settlements by providing pre-payment electricity ensures that small businesses can have appropriate equipment needed to function and they can operate safely and efficiently in the dark. This provision must ensure indigent households receive free basic services. (Physical Capital)
· Basic Services and Roads: Ensuring the implementation of land tenure and the provision of basic services such as water, sanitation, and solid waste management. This includes grading roads and providing pedestrian access. (Physical Capital)
· Socio-Economic Facilities and Social Infrastructure: Providing dedicated, managed spaces for micro-businesses, such as hawkers facilities and small business premises. This is complemented by developing essential social facilities like schools, primary health care clinics, and libraries. (Physical and Human Capital)
3.5. Environmental Sustainability and Natural Capital (Protecting Natural Capital)
These strategies specifically link livelihood creation to the management and preservation of the Natural Environment, protecting Natural Capital while simultaneously generating income.
· Environmental Work Programmes: Organising labour-intensive programmes like 'Working for Water' or 'Alien Vegetation Eradication' to pay residents for environmental cleanup and protecting water resources. (Financial and Natural Capital)
· Waste Management Businesses: Supporting the formation of local waste recycling businesses and composting programmes to transform public health hazards into a source of income. (Financial and Natural Capital)
3.6. Community Empowerment and Governance (Building Social Capital)
These strategies focus on strengthening Social Capital and ensuring that Policies, Institutions, and Processes at the municipal level are effective, pro-poor, and responsive.
· Participatory Planning and Institutional Capacity: Actively involving residents in planning and decision-making (e.g. through participative local planning). This builds the institutional and technical capacity of Municipalities. (Social Capital)
· Strengthening Social Finance: Fostering strong community networks to enhance social capital, enabling residents to support each other through collective structures like local savings and loans schemes, stokvels, and bulk buying clubs. This also includes supporting the establishment of community funds where a small portion of revenue from services (e.g. electricity pre-payments) is set aside for local leadership structures to use for community projects or helping residents in distress. (Social and Financial Capital)
· Pro-Poor Policies and Implementation: Ensuring that all Municipal policies relating to matters such as Local Economic Development (LED) and procurement are pro-poor and directed towards people living in informal settlements. (Social Capital influence over PIPs)
4. Relevance to Managed Land Settlement Areas
These comprehensive livelihood strategies are not exclusive to informal settlements undergoing in-situ upgrading. They are equally vital for Managed Land Settlement (MLS) Areas. MLS areas are typically pieces of land, often municipally owned, where people are settled (often from high-risk informal settlements) to receive basic services while waiting for formal housing development to take place.
While MLS areas offer more structured planning, the residents still face the same challenges of poverty and lack of employment. Therefore, strategies focusing on Welfare and Grant Access, Economic Inclusion, and Community Empowerment are fully transferable and necessary in MLS areas to ensure these areas do not become poverty traps.
5. Conclusion
The challenge of upgrading informal settlements in South Africa cannot be met solely by providing houses, or roads, pipes and wires; it requires a systemic, holistic approach that addresses the economic fragility of its residents. The framework presented here, built upon the five capital assets of the Sustainable Livelihoods Framework, provides a clear roadmap for intentional asset accumulation.
By integrating human support (health, skills) with physical development (electrification, tenure), the programme ensures that the hard-won gains in infrastructure are not undermined by sudden economic or environmental shocks. This multi-sectoral strategy allows for simultaneous progress across the three UISP objectives, transforming communities by fostering security, capability, and resilience. The sustained development of the community's assets, from a secure certificate of occupation to a stable income stream, is the ultimate measure of successful upgrading and the most reliable path to long-term poverty eradication in South Africa's urban landscape.


