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South Africa's formerly black townships are home to
2,28m households- one fifth of the total number of

households in South Africa. For generations, households
living in these areas have been tenants with limited tenure

security. With the transition to democracy, the housing
markets in these areas have opened up and households are

now able to trade their housing.

The secondary market is known, however, to be
extremely limited in the townships. Why is this

true, when the rest of South African property
markets seem to be going through a boom?

The purpose of the study into Township Residential
Property Markets was to understand the current dynamics

of township property markets in South Africa, and to
develop policy and strategy recommendations which would

result in the better workings of housing markets in
township areas. In addition, the asset-creation potential of
the state's housing subsidy was considered. The findings of

the research have been striking. Residential property
markets in the townships are not homogenous, and should

be analysed as four distinct sub-markets. There are clear
reasons why very little trade is taking place in the

township secondary market- some of which suggest
specific policy interventions. 
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The study was initiated in September 2003 and conducted by Shisaka Development
Management Services. The research team conducted 2004 household interviews across 18
sites in four metropolitan areas (Johannesburg, Ekurhuleni, eThekweni, and Cape Town), in
three phases, The focus was on formerly black townships to ensure that data was
comparable and influenced generally by the same contextual factors. 

Four sub-markets were included in the sampling: private housing stock (medium and
upper), old township stock, RDP housing stock and informal stock (informal settlements
and site & service). The findings of the household survey were backed up by a series of
focus groups in which responses to key questions were tested. A contextual review of
each site included interviews with estate agents and developers, local government
of ficials, politicians and community leaders as well as a deeds search of property
transactions in the study sites. A cadastrial review analysed the process of purchasing
and transferring land in South Africa. In addition, a survey of 400 entrepreneurs tested the
role of housing in the small business process.

Key dimensions of a working secondary property market:

Housing stock: There must be a sufficient supply of housing stock to meet demand. This includes
both new housing (primary market) and existing housing coming up for sale (secondary market).

Finance: There must be a sufficient supply of end user finance to enable buyers to purchase the
housing stock.

Land title: Land title must be available so that properties can be securely and formally traded.

Ease of performing transactions: Processes must be in place to easily allow negotiations between
the seller and buyer to determine the transaction price and terms, as well as title transfer from one
owner to the next.

Thickness: There should be many willing sellers and buyers and many transactions, with the
notion that the more transactions made, the more chance the price will reflect the economic
value of the property. The number of sellers depends on the opportunity to realize acceptable
profits and the ability to use this profit to acquire property elsewhere. The number of buyers
depends on affordability and a perception by the buyer that the property has value in respect
of the price to be paid.

Information: There must be good information on how the market works and the products on offer.

Overview of the study



One fifth of South African households live in formerly black townships, in housing
worth an estimated R68,3 billion. However, because of a dysfunctional secondary market in
those areas, these households (among the poorest in South Africa) are unable to realise the asset
value of their housing. 

The use of residential property in black townships to create wealth or income for the occupant
households is extremely limited. Households are generally unable to leverage capital using their
property as collateral and are generally not making use of their property to generate income,
either through rental or the use of the property for business purposes. 

The housing assets in South Africa's black townships are "dead capital" in the de
Soto sense. The transformation of township housing assets into 'living capital'
offers opportunities for extensive black economic empowerment among the
poorest of South Africa's populations.

The Township Residential Property Markets research initiative has identified a range of policy
interventions which could stimulate aspects of the secondary property market in townships.
Areas for further research have also been identified and discussions are underway with
various organisations to carry the work forward. For access to the full reports from each
of the phases, go to http://www.finmarktrust.org.za or contact kecia@iafrica.com for
more information.
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The Privately Developed sub-market comprises of unsubsidised formal housing, built by private
sector developers, usually with end user loan finance. Development commenced in the first half of the
1980s after the promulgation of 99-year leasehold. Many of these houses were subsidised through a �‘first
time home ownership�’ scheme which has now been phased out. Heads of households occupying such
stock generally have the highest education levels (secondary school and above), incomes (R7143p/m) and
bank access (89%) of all the sub-markets. About 58% of household heads are formally employed. The
number of households with businesses at home is low (12%) and most of these (88%) used their own
funding to finance the business. About 70% of households have improved their house. Of these most
(87%) used their own funds to do this. Households living in this housing stock have title to their properties
and most (96%) feel secure.

The Old Township sub-market comprises formal housing units provided by government between
1948 and 1960 on a rental basis. From 1991 the government has undertaken a programme to transfer this
stock to private ownership. It is estimated that there are 878 000 such units, of which 47% (413 006),
with an estimated value of R24bn, have been transferred to date, at a discounted selling price of R3bn.

The stock is generally old and in poor condition. Household heads are generally older than other sub-
markets (57 years on average) and many are pensioners (43%). Education levels (secondary school and
below), incomes (R2 126 p/m) and bank access (53%) of household heads are slightly higher than in the
Informal and Incremental sub-markets. This sub-market also has the highest number of houses where
there are backyard dwellings (57%). About 75% of households have improved their house, most using
their own funds. Although less than 50% of all residents hold title, most of those interviewed in this sub-
market (89%) feel secure.

The Incremental sub-market comprises RDP housing and Site & Service stock, built as part of the
national housing subsidy programme by government since 1994 and, prior to that, the IDT or provincial
capital subsidy scheme. RDP housing involves formal freestanding units provided on an ownership basis.
Site & Service housing is usually owner-built on a state-subsidised, serviced site. Households in this
submarket had the lowest levels of satisfaction in respect of location (67%). Households generally have
low education levels (secondary school and below) and incomes (R2 041p/m). Unemployment or informal
employment is high (53%). Bank access is low (44%). There are very few households with backyard
dwellings (14%) and businesses at home (13%). Most of these (78%) used their own funding to finance the
business. About 44% of households have improved their house, and again, most of these (87%) used their
own funds to do this. Households living in this housing stock often do not have title to their properties
due to delays in the opening of township registers: Individual title deeds had not yet been transferred in
three of the six RDP Housing and Site & Service survey sites studied. Despite this, most households (91%)
feel secure.

The Informal sub-market comprises informal dwellings erected by the occupants on land without the
permission of the owner, generally using unconventional building materials. The erection of the dwellings
is illegal, and may be on land that is not suitable for residential development. Densities are generally high,
making access very difficult. Access to services and facilities is generally very poor. Most households (73%)
perceive the location of their property to be good. Households occupying such stock generally have the
lowest education levels (secondary school and below) and incomes (R 1,324 p/m). Unemployment or
informal employment is high (53%). Bank access is low (44%). There are very few households with
backyard dwellings (6%) and businesses at home (20%), of which most (68%) used their own funding to
finance the business. About 42% of households have improved their house. Households living in this
housing stock do not have title to their properties due to the illegality of the settlement. Nevertheless
most (92%) feel secure and do not believe they will be easily moved from where they are.

Nature of
township 
sub-markets 
The residential property market in formerly black townships is made

up of four distinct sub-markets that can be classified in terms of the

type of housing that occurs within each. 
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PRIVATE STOCK: Protea North in Soweto, Johannesburg, Gauteng
Built in the early 1990s, Protea North is a typical private sector developed, middle income housing neighbourhood.
Characterised by formal brick structures (four rooms plus), these are typically well-finished bonded units. Initially
the largest proportion of uptake was from civil servants and employees of large firms who could access
conventional mortgage finance. Overall the area is characterised by good infrastructure and reasonable amenities
(e.g. shopping centres), and represents a very typical neighbourhood.

OLD TOWNSHIP: Phooko, in Katlehong, in the East Rand, Gauteng
Phooko was established in the late 1950s, primarily to accommodate middle class blacks. The stock was provided
for rent by Government. Typically these are four-roomed houses with an internal toilet and electrification. In
Phooko, levels of investment are far lower than in other old township areas. Phooko does not have tarred roads,
except for main access routes, and is generally not well maintained. The area has many back yard shacks. The levels
of property transaction are very low with properties generally staying within the family.

Incremental - RDP: Delft South Greenfield Project, Western Cape
Developed by the Western Cape Provincial Housing Department, the Delft South Greenfield project was
completed in 1999. The project delivered 3,746 fully subsidised units. The area is within commuting distance of
employment opportunities and has reasonable access to community and social facilities. 95% of the houses are 24m²
concrete block houses and about 5% are 30m² asbestos cement sheet houses. These have an internal toilet and
individual high pressure water systems connections. It is estimated that up to 50% of houses have backyard shacks
with tenants.

Incremental - SITE & SERVICE: Thokoza Site & Service in Umlazi E, KwaZulu Natal
Thokoza is a site & service project situated on the buffer zone of Umlazi E section, about 25km from Durban CBD,
KwaZulu Natal. The settlement started in 1992, following a land invasion. Thokoza residents stayed for a few years
without permission, until the Durban Metro provided basic infrastructure services and 30m² core houses, under an
IDT scheme. Ventilated pit latrines and communal water standpipes are characteristic of these projects. Relatively
high levels of consolidation are taking place as families build and expand their core structures.

INFORMAL SETTLEMENT: Greater Kliptown Informal Settlement between Soweto and
Johannesburg, Gauteng
The Greater Kliptown area originally formed a primarily residential apartheid buffer between Soweto to the west
and Johannesburg to the east. The area has been characterised by systematic disinvestment in the area, resulting in
increasing unemployment and lower levels of disposable household income. The Kliptown Informal Settlement is
characterised by shack dwellings of very high density, making access very difficult. Services are limited or non-
existent. There is no investment beyond the shack construction. 
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Of the 2004 households interviewed, only 12% have transacted in the secondary market in

the past five years. This is substantiated by an analysis of Deeds Registry data for 12 of the

18 survey sites, which indicates that, in the past five years, secondary registrations took

place in respect of only 8% of all proclaimed properties. Of the 8%, most (65%) occurred in the

Privately Developed sub-market, 12% in respect of the Old Township Stock sub-market, 13% the RDP

sub-market and 10% the Site & Service sub-market. Almost half of the 8% secondary registrations

resulted from properties in possession, reflecting a high level of dysfunction in the market.

Given the nature of informal transactions, it is not possible to determine their extent or incidence with

precision. Nevertheless there is evidence that the transfer of property is occurring through informal

processes, particularly in the Informal, Incremental and Old Township Stock sub-markets.

The table offers a rough comparison of reported transactions from the Household Survey, with

formal transactions registered with the Deeds Registry. It is suggested that the difference might be

an indication of informal transactions.

In addition, a comparison of the Household Survey and the Deed Registry data suggests that

properties in the Old Township Stock sub-market are transferred through inheritance, from one

family member to another, without a formal transfer of the property. In respect of secondary

registrations in the Deeds Registry data for Old Township stock, only 7% are reflected as estate

transactions. The Household Survey on the other hand indicates that 50% of households received

their property through inheritance. Anecdotal evidence supports this finding.

Site &
Service

RDP
Old Township 

Stock
Privately 

developed
Total

Household survey 16% 15% 4% 10% 12%

Deeds Analysis 2% 3% 3% 8% 5%

Potential % of informal
transactions

14% 12% 1% 2% 7%

Extent of secondary transactions as a % of total proclaimed erven

The secondary residential property market in formerly black townships,

both overall and in terms of the four sub-markets, is extremely limited,

with very few formal transactions. Although there is some evidence of

informal transactions, this is also limited. The 'housing ladder', whereby a

household sells one property to purchase a better quality property, is not

occurring and there appears to be very limited movement of households

between the sub-markets.

Extent of trade

Township Residential Property Markets Study

Secondary Registrations as a % of Total proclaimed erven per sub-market, 1999-2003
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How does the
township property
market compare
with other areas?

The analysis suggests that:

The extent of the secondary market in the areas outside townships is significantly higher than
those within the townships (double to four times).
The areas outside of the townships are more established with a higher percentage of secondary
registrations as a percentage of total registrations.
Difficulties in meeting repayment responsibilities (demonstrated in the number of PIP's) appear
to be similar in all areas with the exception of Elita Park, where it is significantly worse. 
The extent of PIP's appears to be lowest in Mayfair/Mayfair West.
The level of bond registrations does appear to be limited, where PIP's are high in the case of
Elita Park. However this does not appear to apply to Mayfair/Mayfair West where bond
registrations are the second lowest, but PIP's are low. High levels of bond registrations are
occurring in both Elandspark and Protea North.
The purchase price of properties is significantly lower in Elita Park, where PIPs are the highest.

The secondary market in similar areas outside of the townships

appears to operate more effectively (both in terms of volume of

transactions and values being realised) than those located inside of

the townships. This suggests that the particular circumstances of

townships are undermining the secondary market in these areas.



Titling problems relate to delays in titling and the inaccuracy of some title deeds:

The titling backlog extends to 53% of Old Township Stock, and about 11% of state-subsidised
(RDP and Site & Service) stock. Delays relate to land proclamation, the opening of township
registers, and the processing of primary transfers. In many cases, delays in processing primary
transfers relate to difficulties in obtaining Clearance Certificates.
In May 2004, the �‘Registration of Real Rights in Land�’ programme, initiated by the Surveyor
General, examined three million title deeds across South Africa and found that 36% were
rejected as unregisterable due to conveyancing errors, attachments, interdicts or other legal
constraints. 

Transactional problems relate to legislation, Clearance Certificates, costs and the
lack of information:

Legal: In respect of the Incremental sub-market, the Housing Act (1997) provision prohibiting
the sale of government-subsidised housing for a period of eight years following occupation
makes it impossible for households to trade unless they do so informally.
Clearance Certificates: The requirement that transfer cannot occur unless the property is
valued and the seller receives a Clearance Certificate indicating that all rates and service

charges to the Local Government are fully paid is a significant stumbling block. Municipalities
struggle to find valuers qualified to work in the townships and most face backlogs in valuations.
Arrears are also high, undermining access to the required Clearance Certificate. As part of its
Viability Programme, the Department of Provincial and Local Government reports that
consumers owned R23,8bn to municipalities (mostly for water and rates) as at June 2003.
Households in arrears are constrained in their ability to trade in the secondary market.
The cost of transferring properties (estimated at about R2755 for a R50 000 property) is
especially difficult for low income households without access to finance.
There are few service providers (estate agents and conveyancers) operating in the Townships.
Most households surveyed sold and bought property by word of mouth. A few estate agents
operate in the Privately Developed sub-market, but then mostly to assist households move out
of the Township.

Financing problems relate to the availability of appropriate financial products to
purchase existing housing stock. 

Mortgage finance is generally not available to the Informal, Incremental and Old Township sub-
markets. This means that households that improve their housing incrementally are unable to realise
the collective value of their housing, as buyers cannot access finance to purchase the finished unit.
Given the lack of end user finance, 77% of households in the Incremental sub-market and 57%
in the Old Township sub-market use their own money when purchasing a dwelling.

Barriers to a vibrant
secondary market in
black townships
The secondary residential property market in South Africa's formerly black

townships is dysfunctional. This relates to almost all of the dimensions

required in order for these property markets to work effectively. 

Utility vs Investment Value?

The survey found that the vast majority of households were unwilling to sell their housing
(Informal - 62%, Incremental - 78%, Old Township Stock - 91%, and Privately Developed - 67%).
Respondents indicated a range of reasons for this position. Some households suggested that while
they were willing to enter the property market with a second house, the original township house
was a family asset, with great utility value, and as such could not be traded. This was especially
true for residents in Old Township stock, where houses are informally passed on through the
family as inheritance. A key question raised by the research is if this choice is a result of the poor
investment value of such stock (given the limitations of the secondary market), or a survival
strategy given the socio-economic conditions of the households. 

http://www.finmarktrust.org.za


