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1

Introduction

Currently the primary approach to using properties as a tool for integration has been to deliver affordable
and low income housing on public land. Integration and transformation need to be driven by numerous
interventions, however, that relate to the specific needs of local areas as well as the intention of building
functional cities. Importantly this requires a shift in thinking about properties to consider best-use and value
as the premise for development and land release. It is also important to align all parties involved in the
delivery of ‘development’ through city and provincial planning frameworks. A common understanding of
priorities and objectives will be required to develop property plans. These two aspects – best-use/value and
city objectives and priorities need to come together in an approach and development process.
This paper is the second in a series of four papers that together look at how to use public property to
realise value towards the integration and spatial transformation of South African cities. This paper
highlights key instruments, approaches and strategies to achieve functional and integrated South African
cities. Six integration strategies are explored: transit orientated development (TOD), land development
incentives, inclusionary housing, the use of public property as an instrument for transformation and
integration through value realisation, a shift from property management to asset management, and the
process of realising value. The third section of the paper then explores the development process and
approach that applies.
The first paper in the series set out an overall approach, focusing on the relationship between value
realisation of value, integration, and the creation of functional urban systems. The paper established a
framework where value realisation is defined in economic, social and financial term and considered
integration needs and opportunities in relation to different settlement types, considering how each form of
settlement can be made more ‘valuable’ through targeted strategic interventions. The three annexures to
the report provided a review of the urban systems in Johannesburg, Tshwane and Cape Town.
Paper 3 will explore in detail the release and development of public property as a tool for integration. The
paper examines property portfolios owned by government that can be used to achieve functional and
integrated cities. It also broadly assesses the approach being used to manage these property portfolios at
different levels of government and how this impacts on property development for transformational goals. It
reviews the potential constraints and issues that are preventing or limiting the use of public properties. The
paper provides guidance on how to realise value from public properties using a development approach which
is based on determining best use value and ensuring synergy between the various parties responsible for
development.
The fourth paper in the series then explores case studies in the cities of Cape Town (the Tafelberg Site in Sea
Point, the Conradie Hospital Site, and the Athlone Power Station), eThekwini (Cornubia and Bridge City), the
Johannesburg (Jabulani, in Soweto). These case studies provide examples of different approaches and
demonstrate how these approaches are determined by the intended outputs. They illustrate the importance
of ensuring accountability and the alignment of priorities and objectives through the development process.
The case studies are also used to evaluate key factors for success and provide a general set of guidelines on
required processes, systems and capacities to ensure implementation and the achievement of intended
outcomes.

2

Key instruments, approaches and strategies to integrate cities

Government has several instruments that can be used to integrate cities. These include:
• Spatial development frameworks that provide for a change in planning rights;
• Issuing of planning rights with conditions, restriction or requirement / obligations;
Leila McKenna, for the Centre for Affordable Housing Finance in Africa (January 2019)

3

Integration and Spatial Transformation of South African Cities
Paper 2: Key instruments, approaches and strategies to integrate cities

•
•
•
•
•
•

Financial incentives in the form of development contribution waivers, rates rebates, amendments to
rates for specific type of developments e.g. mixed use developments;
Public investment in infrastructure and housing;
Provision of public transport;
Delivery of public space and social and recreational amenities;
Establishing urban management systems and partnerships; and
Releasing and / or developing public properties.

Although these can be used independently, they are often used simultaneously in strategic projects and
programmes to maximize impact. The ability to leverage impact, private investment, value and benefit is
dependent on the appropriateness of that intervention and strategy. The tools or instruments are neutral
but require capacity, resources and a well-directed strategy to be effective.
Some examples of strategies using the instruments defined above, are provided below. These are only a
limited number of examples and many others can be used to guide government interventions.

2.1 Transit Orientated Development (TOD)
TOD is a specific strategy that cities around the world have
adopted to stimulate spatial integration, manage infrastructure
investment, incentivise mixed uses and densities and create
compact and pedestrian-friendly nodes. The approach is based
on utilising major public transport routes and hubs, economic
nodes and corridors and networks as anchors for creating
functional nodes and neighbourhoods. As opposed to corridor
development, which is simply based on linking economic nodes
and stimulating specific economic activities along these
corridors, TOD aims to provide the public transport core creating strong, functional nodes where multiple forms of
transport converge with retail, commercial, social and residential
activities. A strong emphasis is on the creation of compact,
walkable, pedestrian friendly, mixed use, high density nodes.

New Jersey, Future, NJF, 2018

TOD’s use corridors along the routes linking these nodes as
anchors for high densities and mixed use, and emphasis is on a
more localized form of development as opposed to highways or
just arterial-type corridors. The importance of TOD’s is that they
form a foundation on which to focus public sector effort and
resources, they are a direct means of integrating areas and they
begin to manage the growth of the city through nodal, radial and
decentralized points that have good access to the core. The
approach adopted often includes transport routes that cut
across the city linking decentralized nodes.
TOD’s are complex. They require planning to facilitate, promote and drive a mixed use, mixed income, high
density and integrated neighbourhood approach along the corridors and in the nodes. They use different
forms of transport to operate in synergy. They need large infrastructure investments for different modes of
transport, for public spaces and amenities, for mixed use and for high densities. Ensuring that the financing
is in place for subsidized housing and infrastructure requires coordination between the various responsible
entities and that budget is provided. Public land and property needs to be used to deliver the various outputs
of the project – housing, mixed use, public spaces and amenities etc.
Leila McKenna, for the Centre for Affordable Housing Finance in Africa (January 2019)
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Public property is crucial in implementing this strategy. Existing public properties in the relevant nodes and
corridors can be used to ensure that access to valuable real estate (often resulting from strong transport
hubs) is, for example, allocated to lower income residents and small businesses. These properties can also
be used to provide innovative models of development that support TOD principles and objectives i.e. creating
mixed use developments, building ‘one-planet living’ forms of neighbourhoods, providing spaces for
innovative and eco-sustainable businesses or key social amenities that enhance the overall functioning and
value of the node.
The transport hubs themselves are important public properties that service high volumes of commuters and
which hold high value for retail and commercial activities. These properties can be used to ensure integration
of small businesses, well designed public spaces and convenient access to services (including public and social
services)1.

2.2 Land development incentives
Municipalities are often constrained by the lack of resources and capital needed to integrate and transform
cities. By using public investments strategically and impacting on property values, private capital can be
leveraged through specialized vehicles that can then deliver the integration development goals needed to
transform the city. LDI’s are mechanisms that capture the value generated through these strategic
investments.
The forms of LDI’s that can be used to generate value and capital include special rating areas, urban
management mechanisms and vehicles, planning incentives, development contributions and public land.
Cavendish in Cape Town is one such example where finances for road and transport infrastructure was raised
through a company owned by the property owners of that area specifically for the development using the
SRA future levies as security to pay the for the investment.2

2.3 Inclusionary housing
In the UK ‘planning gains’ and in the US ‘impact or linkage fees’3 are used to capture value that is then
redirected into the development of affordable housing.
South African cities have been exploring how best to use private sector investments into residential
developments to leverage opportunities for affordable housing. There are opportunities to use public
properties, planning approvals, rates and development fees and infrastructure investment to begin to raise
the required capital and to work with private property developers to provide affordable housing. This could
have a very substantial effect on spatial demographics in South African cities. In a recent landmark ruling by
the Cape Town Municipal Planning Tribunal, a developer of a site in Greenpoint was required to include 20%
affordable housing units into the development4. Although policies in many cities exist along these lines, this
is the first case where a Planning Tribunal has ruled it a requirement.5

Curitiba model of TOD’s useful example of using the transport hubs as key forms of real estate
www.sadelivery.co.za
3 Lincoln Institute of Land Policy, 2017
4 Atlantic Sun, Land Mark Housing Ruling, 8 February, 2018
1
2
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CASE STUDY: In New York City, Palmer’s Dock and
Edge Community Apartments are the affordable
housing component of the larger Northside Piers
and Edge developments along the Brooklyn
waterfront.
Both projects, located within the GreenpointWilliamsburg inclusionary housing designated
area, received density bonuses and tax
abatements from the city in exchange for
providing affordable housing.
New York City, Department of City Planning

Planning is important as a tool to promote inclusionary housing using specific requirements in the approval
process, allowing additional rights to be granted to developers as an incentive and wavering development
fees etc. Infrastructure investments in transport, roads and social facilities to support an increase in
population size and specifically a lower income population are essential.
Public property can be used to develop social and subsidized housing which is not viable for inclusion in
private developments; to provide the required social facilities to support tenants and their families; to be
exchanged for units within developments and for upgrading of the public environment. In doing so, the
overall value of the area would be increased and that would incentivise private developers to include
affordable housing.

2.4 Public property as an instrument for transformation and integration through value
realisation
Public properties in international cities have been used to develop critical infrastructure that enhances the
value of the area; creates cultural amenities and centres that contribute to the overall attractiveness of the
city; develops mixed use and mixed income housing and provides commercial spaces for small, creative and
innovative businesses that would otherwise not be able to access valuable real-estate.6

Before

After

Brooklyn Bridge Waterfront - Amitabh Barthakur, City Resilience Programme, World Bank, Nov 2017
6

Refer to the Brooklyn Bridge Park, Reimagining the City’s edge, 2018
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Many international cities combine the development of commercial, residential and social spaces and uses on
public properties. Successful cases are based on the financial viability of projects which require a strong mix,
high densities and a commercial approach to the development process.
In South African cities, public property forms a central component of many of the strategies and
approaches for integration as indicated in the sections above. In these cases, there is a clear role for the
properties in that programme. However, where there is no city-wide strategy, the potential use of public
properties is unclear and open to interpretation.
A central concern has been that government (National, Provincial, municipal and SOE’s) has not been using
its properties to advance transformation and integration. This concern is based on the lack of property
development occurring on government properties, the outright commercial sale of strategic portions, the
lack of an integrated approach with the different tiers around a common vision and set of development goals
for properties. Legislation and regulations have been put in place to try to define a new approach that will
be directed by a stronger emphasis on properties as assets of government.

2.5 Shift from property management to asset management
The Municipal Asset Transfer Regulations that were promulgated in 2008 and the Government Immoveable
Asset Management Act of 2007, refer to the need for Asset Management Plans to be drafted by the
respective custodians of Immoveable Assets. These plans are intended to ensure appropriate systems and
clear principles for decision making. They relate to valuations, consideration of future needs and so on, and
represent a departure of the traditional municipal property management role to one that focuses more
broadly on asset management, and therefore, asset performance.
As part of the process of devising an asset management plan, immoveable properties are categorized as
either ‘exempt’ (i.e. properties required for service delivery and infrastructure ) or ‘non-exempt’ (i.e. surplus
properties). Where there is an intention to develop public housing, the property should be classified as
exempt (although there may be confusion in the case of mixed use and mixed income housing).
The shift from property management to asset management is an important one, in that it puts systems in
place that can safeguard the process of release, and ensures that the interests of the city are protected. It
also recognizes that the value of immoveable assets needs to be accounted for and secured. The overall
accounting procedures (including the recording of assets), decision making processes and alignment to
planning for future needs provide an important framework that was not previously in place. In so doing, it
ensures that property is managed as an asset that has an existing value and a potential value to be realised.
Where public land has been identified for development and/or release i.e. where it will not be used for core
functions but could be used for other purposes including housing,7 the responsible government body needs
to consider the best potential use of that land. Determining the best use and value for properties is often
contested, given the varying interests at stake and the multitude of demands and pressures on government.
In commercial developments this is a much easier exercise of determining best value as returns. In contrast
to this, best value or use in public terms is far more complex and difficult. Whilst the regulations, plans and
systems that have been put in place for immoveable asset management provide an important approach to
securing the management of assets, they do not ensure that a strategic assessment and approach is adopted
by government departments and municipalities. This leads to a gap in the value realisation process and the
potential of these properties as instruments for integration.

Although this is a complex issue as housing is a function of municipalities there may many instances where land has not been earmarked for it as
exempt
7
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2.6

The process of realizing value

As determined by the Government Immoveable Asset Management Act of 2007, public property needs to be
evaluated against a set of value propositions - social, economic, financial, and / or functional. In each case
these values need to be understood in relation to benefits (for the city, the beneficiary / user and the
community) versus costs (financial, economic and social).
Determining best use (or value) requires evaluating the existing and potential function of the local node, area
or neighbourhood in which that property is located and assessing the potential for development of that
property to enhance this.
Examples of different ‘best uses’ that could achieve city strategies and objectives include:
•
•
•
•
•
•
•

a mixed income housing project in a strong economic node
a public health centre where there is a gap in that area or where there is potential for synergy with other
health facilities
a network of road linkages to connect currently disconnected communities (e.g. Athlone Power station
that is located between Langa and Pinelands)
building of Early Childhood Development Centres in areas where there is a high demand and where the
impact would be substantial for that community
economic investments which are lacking in an area8
cultural centres9
open spaces and parks10

Another way in which best use or value can be realized is to use existing activities as anchors, e.g. transport
hubs which are generally on public land and can be used to provide a wider range of services and offerings.
They are ideal locations for a mix of amenities and facilities that could be used by people throughout the city
and therefore have a significant impact.
When evaluating ‘best use’ or value, it is essential to consider how to maximise the benefits to a city,
neighbourhood and community. Best use may be a core function although that land may not have been
identified by the department. There are many instances where the core service or amenity can perform an
important function in that area. This is where the process of separating properties into core and non-core
may be limited.
Determining best use options for developing public land can be guided by understanding context and
opportunities:
1. What are the city’s plans, objectives and strategies and how does this sub-region and node fit into this
plan?
2. What role and function is the node playing and how can this be enhanced?
3. What is the city and provincial government’s overall plan for integration, social (including housing) and
economic development and how can the development of this property contribute to this plan?
4. What is the potential value (social, economic and / or financial) in relation to demand, opportunity, costs
and benefits? Assess the ‘value propositions’ for the site based on benefits or ‘returns’ (financial,
economic and/or social returns) vs. costs (financial costs for the municipality and the targeted
The development of Newtown in the Inner City of Johannesburg has led to substantial private investment in the area
The Soweto Theatre in Jabulani has become an iconic symbol of revitalisation and transformation in Soweto
10 The building of parks in Soweto has had a very direct impact on property values in the area as well as social benefits to the broader community.
Parks are very well used and have formed a strong core in many neighbourhoods.
8
9
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beneficiaries, cost to residents). This should be translated into a value model that is able to assess the
cost implications for the estimated returns / benefits;
5. Based on the current functioning, plans and the assessment of value what are the options for
development on the site?
6. Assess the potential impact of the development options on the city, the region and the neighbourhood
in the immediate, medium and longer term. This refers to efficiencies, productivity, increase in
sustainable living, impact on demand and need, and verifiable improvements in people’s lives.
Although SDF’s should be the primary point of reference when assessing options for land development, they
may not be detailed enough to define best use options. The ‘owner’ or custodian of the land (provincial,
national government, government entity or separate department in a municipality) will need to determine
options based on an understanding of the city’s objectives, the demands and needs of that area and market
trends, opportunities and gaps and test these with the municipality. Once there is clarity on intended
outputs, more detailed plans can be drafted for general concept viability testing.
There are many options (legal and institutional) for public bodies to release and develop their land in a
manner that achieves integration, sustainability and functionality. This includes entering into development
agreements, partnerships, leases and sales with external parties (i.e. government departments and service
providers, developers, financiers, contractors, service providers). These arrangements should be based on a
clear understanding of roles and responsibilities determined by the required outputs of the development
and the various inputs required to achieve these.
Establishing at the outset the best use, value proposition and functional purpose of the development will
create a platform from which institutional, legal and financial arrangements can be established.
There needs to be a clear champion within the responsible government body that leads and manages the
project, even where government’s role ends up being facilitator or contract manager of the development
agreements. The reason for this is to ensure a dedicated capacity to manage the various inputs required from
government service providers and regulators and also to ensure adherence to agreements and requirements.
Establishing the best use, value proposition and function of the site can be confirmed through an initial
planning exercise that determines the design, the mix, the densities and the infrastructure for the
development (where the land has been identified as a strategic project). This is important as a means of
determining the contractual requirements for any external developer. It is also important to establish viability
and costings that require budgeting and resource allocation. Based on this initial planning and designing a
financial and project model can be developed that can be altered with changes and amendments of the
design as the project proceeds.

3

Development process and approach

Approaches to property development differ depending on the intended outputs, players, finances, scale and
duration of the project, the inputs required, the complexity, and the costs. The phases of development may
also require different institutional systems as the project proceeds. Phases or stages of development refer
to the process through which a development is conceptualised, designed, planned and implemented. These
phases are a combination of linear iterative actions.
An example of a typical development process as illustrated by Profica:
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Alan Dinnie, 2018

A typical set of processes that need to be included in implementing a development are:
•
•
•
•
•
•
•
•
•
•

Establishment of a project or programme management institution and capacity.
Assessment of potential opportunities and constraints of the site based on a regional review, planning
frameworks, general conditions of the site, market opportunities and available infrastructure.
Review of planning and city frameworks to establish priorities, objectives and public investment
programmes and plans.
Conducting of an initial set of studies that indicate the development potential of the site, market
opportunities, physical and legal constraints and social demands and pressures.
Drafting of an initial conceptual framework / business proposition that provides for outputs (land
yields, mix, use and densities) and requirements (infrastructure costs).
Based on the initial design, development of a financial model that establishes general costs and
revenues and required financial inputs (incentives, grants, loan financing).
Conducting of more detailed studies to establish the precise infrastructure requirements and costs,
developable land, market and financials.
Based on the detailed studies, changing and updating of the design of the site. (This will also be
affected by tenants, viability of residential mix, infrastructure costs etc.)
Development of a final design framework that will form the basis of development parameters and that
will inform the plan for development. This can either be the basis of a tender or a series of tenders; or
can be implemented in phases by the project body (institution set up to manage implementation).
Financial modelling that provides an indication of real costs over time, revenues, and required
financing. These models can establish value derived from the project.
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This example of a development process can be undertaken at the outset, prior to tender. Alternatively, it can
be undertaken by the selected developer, or it can be undertaken to the point of concept plan and then
tendered. These variations depend on the scale, nature of the project, internal capacity, etc. It is important
that this process provides a clear plan and set of development parameters that forms the basis for
implementation and contractual requirements for the various implementing parties (including government
bodies). Through this, the responsible government entity can manage and ensure that delivery of the
intended outputs is adhered to in terms of design, internal infrastructure and linkages to external
infrastructure, yields on the site (number of units and m2 of various uses), mix and densities, costings and
financial inputs.

4

Conclusion

Legislation and regulations have been put in place that signify an important shift from property management
to asset management and this allows for emphasis to be placed on realizing value as described above. Good
governance, principles of transparency and ensuring that real value is recognized as the fundamentals of this
approach.
However, this approach will not ensure alignment between government parties in defining the intended
outcomes of public property release and development. Nor will it determine an accountability of parties to
the overall priorities of government.
This paper has placed a strong emphasis on the development process because it facilitates alignment
between the parties responsible for public properties in determining how to realise the best use and value
of these properties whilst aligning with City objectives, and in so doing, to ensure common accountability
and agreement. It also binds the relevant parties and ensures accountability for the outcomes of the
process. Without due process there will be ongoing contestation over the uses and intended outputs.
In addition, determining or defining a process for value realization allows for public properties to be
converted from potential to real catalysts for change and transformation. The asset management regulations
and guidelines allow for a new approach that recognizes the need to safeguard the value of properties and
the decision-making integrity of releasing these properties. However, without a clear approach as to how to
develop property, there will continue to be a gap that prevents delivery and more especially strategic
delivery. Regulations and Asset Management Plans are not adequate in providing the framework for this.
This paper has attempted to outline an approach that can address this gap and by so doing link the objectives
and intentions of government directly to the potential of specific public properties. Although it has not
addressed the reasons for the lack of delivery (to be the focus of paper 3), it outlines a general framework /
approach that can be used to assess the proposed uses and release strategies for properties that are
earmarked as non-exempt.
Without a clear approach, the management of public properties will continue to be defined by contestation
over uses, a lack of co-ordination between tiers of government and a paralysis in implementation.
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