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TOWNSHIP HOUSING AND SOUTH AFRICA'S "FINANCIAL EXPLOSION"

The Theory and Practice of Financial Capital in Alexandra

A r i s i n g from S o u t h A f r i c a ' s d e c a d e and a half Jong e c o n o m i c s t a g n a t i o n , the r e c e n t
s p e c t a c u l a r d y n a m i s m of the c o u n t r y ' s financial s e c t o r c o u l d not but have p r o f o u n d l y
a f f e c t e d the p o s t - R i e k e r t Commi s s i o n u r b a n t r a n s f o r m a t i o n of a p a r t h e i d t o w n s h i p s into
free m a r k e t i n v e s t m e n t a r e n a s . This t r a n s f o r m a t i o n r e p r e s e n t s a g r u e l l i n g c h a l l e n g e for
the m a n y poor and w o r k i n g p e o p l e who are in the p r o c e s s l i k e l y to be d i s p l a c e d
( S w i l l i n g , 1 9 9 0 ) . But c o n s i d e r two othe r r i s k s : t h e u n s u s t a i n a b i l i t y of f i n a n c i a l
s p e c u l a t i o n ( i n c l u d i n g real e s t a t e s p e c u l a t i o n ) in the l a r g e r e c o n o m i c e n v i r o n m e n t ; and
the t o w n s h i p t e n s i o n s c r e a t e d by the un e v e n a l l o c a t i o n of h o u s i n g f i n a n c e . H o u s i n g
f i n a n c e is b e c o m i n g p r o b a b l y the s i n g l e most i m p o r t a n t c o m p o n e n t in the d e v e l o p m e n t of
t o w n s h i p s , at p r e c i s e l y the same time that f i n a n c i a l c a p i t a l i s , i r o n i c a l l y , b o t h ,
p r o p p i n g up and u n d e r m i n i n g the rest of the e c o n o m y . T h e s e p h e n o m e n a a r e not u n r e l a t e d ,
and are not f u n d a m e n t a l l y d i f f e r e n t from p r o c e s s e s u n d e r w a y in m o s t c o u n t r i e s , from
A m e r i c a ( B o n d , 1 9 8 9 , 1 9 9 0 a , 1 9 9 0 b ) to Z i m b a b w e ( B o n d , 1 9 9 0 c ) .

This a r t i c l e b e g i n s by o u t l i n i n g the d r a m a t i c s h i f t f r o m p r o d u c t i v e to f i n a n c i a l
a s s e t s u n d e r w a y in t h e S o u t h A f r i c a n e c o n o m y , a s h i f t t h a t f o r s t a g n a n t e c o n o m i e s (of
w h i c h even J a p a n a p p e a r s n o w to fit the m o d e l ) has b e e n a p t l y c h a r a c t e r i z e d by M a g d o f f
and S w e e z y ( 1 9 8 7 ) as "the f i n a n c i a l e x p l o s i o n " ( S e c t i o n I ) . T h e r e is a p a r t i c u l a r set
of u r b a n c o r r e l a t e s to t h e f i n a n c i a l e x p l o s i o n , a n d t o r e v i e w t h e s e a l s o c a l l s
a t t e n t i o n to the c o m p l e x r o l e of h o u s i n g f i n a n c e in u n e v e n u r b a n -- p a r t i c u l a r l y
r e s i d e n t i a l -- d e v e l o p m e n t ( S e c t i o n I I ) , for w h i c h A l e x a n d r a T o w n s h i p o f f e r s a us e f u l
c a s e s t u d y { S e c t i o n I I I ) . T h e c o n c l u s i o n r e i t e r a t e s a c e n t r a l t h e m e : the u n f e t t e r e d
f r e e d o m of m a r k e t m e c h a n i s m s in t o w n s h i p s , g i v e n t h e b r o a d e r p r o c e s s e s of t h e SA
e c o n o m y , will c o n s t r a i n r a t h e r than h e l p c r e a t e , s u s t a i n a b l e , p o p u l a r d e v e l o p m e n t .

I. THE SOUTH AFRICAN FINANCIAL EXPLOSION

SPECULATION AND DEBT

If t h e r e is a s i n g l e f u n d a m e n t a l b a r r i e r to t h e C o s a t u / A N C p r o g r a m m e of " g r o w t h
t h r o u g h r e d i s t r i b u t i o n , " to the st a t e ' s p r e - D e K l e r k " i n w a r d i n d u s t r i a l i s a t i o n "
s t r a t e g y , or to the c u r r e n t p u s h for m a n u f a c t u r i n g e x p o r t - b a s e d a c c u m u l a t i o n , it m u s t
be the o v e r w h e l m i n g a t t r a c t i v e n e s s of s p e c u l a t i v e f i n a n c i a l a s s e t s in c o m p a r i s o n to
r e i n v e s t m e n t in pr o d u c t i o n . E v e n R e s e r v e Bank D e p u t y G o v e r n o r J a n L o m b a r d -- c o n s i d e r e d
a m o n g t h o s e m o s t r e s p o n s i b l e for i n f u s i n g free m a r k e t v a l u e s i n t o a p a r t h e i d p l a n n i n g
( M c C a r t h y , 1 9 8 6 ) -- has d e c r i e d SA' s financial e x p l o s i o n in no u n c e r t a i n t e r m s
( 1 9 8 8 : 9 ) :

"As is typic a l of a s t a g n a t i n g e c o n o m y , e m p l o y m e n t h as h a r d l y i n c r e a s e d
o v e r the past d e c a d e e x c e p t in g o v e r n m e n t and in f i n a n c e , w h e r e j o b
o p p o r t u n i t i e s for p e o p l e w i t h the a p p r o p r i a t e s k i l l s in l a w , a c c o u n t i n g ,
e c o n o m i c s , p u b l i c a d m i n i s t r a t i o n and so o n , r o s e r a p i d l y . Y o u n g u p w a r d
m o b i l e p r o f e s s i o n a l s ( y u p p i e s ) , a ble and i n t e r e s t e d in m a k i n g m o n e y out of
r e s t r u c t u r i n g e x i s t i n g f i n a n c i a l e m p i r e s , a r e in g r e a t d e m a n d . 8ut b l u e
c o l l a r work has be e n e x p a n d i n g very l i t t l e . F o r long p e r i o d s the y i e l d s
available from investing in existing stocks and shares remained sore

attractive than the expectations about new real capital formation.

According to Reserve Bank calculations the profitability ratio in

practically all industries (including primary and tertiary industries)

showed a markedly declining trend over the past 12 years. In the sector

'finance, insurance, real estate and business services,' however, the ratio

fully recovered its lost ground since 1981." (emphasis added)

Within these lines appear the outline of the broad economic trajectory represented
by South Africa's financial explosion. The trend, as Lombard sees it, is that South



African corporate management is "chiefly interested in m a i n t a i n i n g net profits by
replacing labour, avoiding taxation and financing lucrative investment opportunities in
other countries in so far as e x c h a n g e control does not prevent it" ( 1 9 8 8 : 8 ) . In f a c t ,
forex fraud has become endemic in the financial sector, running at R100 million a month
and involving dozens of highly-placed bankers (Business Day. 2 2 / 5 / 9 0 ; financial Hai 1 .
1/6/90) -- and tax avoidance schemes involving "'respectable' and large companies and
financial institutions" capture hundreds of millions of rand as well (financial H a i 1 .
2 1 / 4 / 8 9 ) . But where exchange controls and tougher e n f o r c e m e n t do stifle capital's
g e o g r a p h i c mobility, liquid funds have flowed rapidly into several local speculative
outlets -- real estate, art, the stock m a r k e t , and new financial instruments -- w h i l e
leaving the productive base of the economy (Black and Stanwix, 1987) to wither.

C o n s i d e r as one example the J o h a n n e s b u r g Stock E x c h a n g e , the nominal value of
which (in terms of total shares r e p r e s e n t e d ) rose by a factor of eight from 1982 to
1990 (approximately R400 b i l l i o n ) , while reinvestment in plant and equipment stagnated
over the period (Bond, 1 9 9 0 d ) . As Kaplan (1987:526) e x p l a i n s ,

"The booming stock exchange was not an indicator of b u s i n e s s c o n f i d e n c e but
rather the reverse. The rise in share prices was p r i n c i p a l l y a consequence
of investors' reluctance to undertake productive Investments given their
lack of confidence in the longer-term prospects for the e c o n o m y . Short-tern
liquid financial investments w e r e p r e f e r r e d , to l o n g e r - t e r m fixed
investments and resulted in booming financial m a r k e t s but a diminishing
capital stock."

A s i d e from substantial capital f l i g h t , the rise of the J S E , and real estate
speculation (the latter will be addressed in Section I I ) , another integral aspect of
South Africa's financial explosion is the tendency for debt r a t i o s -- of c o r p o r a t i o n s ,
consumers and the state -- to rise as a consequence of d e c l i n i n g internally-generated
rates of revenue (ie, real p r o f i t s , wages and t a x e s ) . W h i l e political factors
u l t i m a t e l y limited the exposure of corporate and state debt to foreign lenders after
1985, domestic debt ratios have risen steadily with only a m i n o r downward blip during
the 1985-86 credit c r u n c h ) . By September 1989. the entire p r i v a t e sector debt held by
the "banking sector" (ie, including some consumer debt but not including building
societies advances) totalled R109 bn as against annualized GOP of R232 bn -- a ratio of
4 7 % ; w h i l e a decade ear H e r , bank credit w a s R16 bn as a g a i n s t GDP of R61 bn ( 2 6 % ) .
Indeed, for many years, the domestic private sector debt to banks had hovered in the
region of 2 8 - 3 0 % of GDP (South African Reserve Bank Q u a r t e r l y . D e c e m b e r 1 9 8 9 ) . Even the
sharp series of interest rate hikes from 1 2 , 5 % in February 1988 to 2 1 % by October 1989
did not prevent annual bank credit increases of 3 5 % in 1988 and 3 1 % in 1989 (Standard
Bank Economic Review. April 1 9 9 0 ) .

It is not surprising, somehow, that many creditor i n s t i t u t i o n s are already looking
over the edge of the debt a b y s s . Repayment problems are c r o p p i n g up for farmers, small
and some large businesses, and increasing numbers of lower-middle income whites
(Financial Mai 1. 3 / 1 1 / 8 9 ) . Even t r a d i t i o n a l l y - s t a b l e Home loans, w h i l e issued at a
record p a c e , have created unprecedented risk. As an e x e c u t i v e of the Perm building
society commented in late 1989, "For the last six or seven y e a r s , losses and risk have
been a fact of the mortgage lending b u s i n e s s . When [ i n t e r e s t ] r a t e s came off after
1 9 8 4 / 8 5 , there was an improvement but we have never returned the risk patterns that
existed before" (Business Day. 1 3 / 1 0 / 8 9 ) . And TrustBank r e c e n t l y pulled out of another
popular line of business, long-dated bonds (in which the bank had lost R30 million in
late 1989 due to an options f i a s c o ) , since "We came to the conclusion that the
potential rewards from an exposure in the market do not j u s t i f y the r i s k , especially in
view of the unpredictable nature of current market c o n d i t i o n s " (Business Day.
2 2 / 5 / 9 0 ) .



DEREGULATION AHD CUT-THROAT COMPETITION

In s p i t e of the c l e a r d a n g e r s a s s o c i a t e d w i t h s p e c u l a t i o n , r i s i n g d e b t r a t i o s ,
f i n a n c i a l i n n o v a t i o n , e x p l o d i n g i n t e r e s t r a t e s , and i n c r e a s e d b o r r o w e r r i s k d u r i n g a
p e r i o d o f e c o n o m i c s t a g n a t i o n , t h e r e s p o n s e of t h e R e s e r v e B a n k a n d F i n a n c e M i n i s t r y
a u t h o r i t i e s h a s g e n e r a l J y b e e n to d e r e g u l a t e t h e f i n a n c i a l s y s t e m f u r t h e r . F o r
e x a m p l e , m i n i m u m r e q u i r e m e n t s for f i n a n c i a l i n s t i t u t i o n s to i n v e s t in g o v e r n m e n t
s e c u r i t i e s w e r e s c r a p p e d in la t e 1 9 8 9 ( B u s i n e s s D a y . 1 1 / 1 2 / 8 9 ) ; s o p h i s t i c a t e d l e n d i n g
a n d s a v i n g p r o d u c t s ( s o m e l i n k e d to JSE p e r f o r m a n c e ) a r e b e i n g m a d e a v a i l a b l e to
w e a l t h y c o n s u m e r s b y b a n k s and t r u s t c o m p a n i e s ( B u s i n e s s D a y . 2 0 / 9 / 8 9 , 9 / 1 1 / 8 9 ,
2 2 / 1 1 / 8 9 ) ; n e w f i n a n c i a l i n s t r u m e n t s -- e s p e c i a l l y s e c u r i t i s e d m o r t g a g e s -- a r e
p o p p i n g up in i n v e s t o r s ' p o r t f o l i o s ; a n d a 1 9 8 9 F i n a n c i a l M a r k e t s C o n t r o l A c t h e l p s
c r e a t e f u t u r e s , o p t i o n s a n d b o n d m a r k e t s , and a c t u a l l y a l l o w s t h e f i n a n c i a l i n d u s t r y to
s e l f - r e g u l a t e in t h e s e n e w a r e a s . A c c o r d i n g to t h e F r i e d m a n i te l o g i c of R e s e r v e B a n k
S e n i o r D e p u t y G o v e r n o r J a p i e J a c o b s , t h e s e n e w m a r k e t s " o b v i o u s l y d o p r o v i d e
o p p o r t u n i t i e s f o r s p e c u l a t i o n -- a n d s p e c u l a t i o n can a c t u a l l y i n j e c t g r e a t e r s t a b i l i t y
i n t o a m a r k e t [ s i c ] " ( F i n a n c i a l M a i l . 1 / 9 / 8 9 ) . A l t h o u g h a D e p o s i t - t a k i n g I n s t i t u t i o n s
Bill t a b l e d in m i d - 1 9 9 0 a t t e m p t s to r e g u l a t e and t o i n c r e a s e d i s c l o s u r e of e x c e s s i v e
c r e d i t e x p o s u r e s , it d o e s s o o n l y b e c a u s e a q u i d p r o q u o a l l o w s c o n c e n t r a t i o n of b a n k
o w n e r s h i p to i n c r e a s e d r a m a t i c a l l y ( F i n a n c i a l Mai 1. 1 / 6 / 9 0 ) .

E v e n t h e R e s e r v e B a n k ' s e f f o r t s t o s t e m t h e w o r r i s o m e R 1 2 b i l l i o n in b a n k s ' a n d
b u i l d i n g s o c i e t i e s ' r e p u r c h a s e a g r e e m e n t s -- a s s e t s t h a t a r e k e p t " o f f b a l a n c e s h e e t "
s o that t h e i n s t i t u t i o n c a n a v o i d t h e c o s t s of h o l d i n g r e s e r v e s a g a i n s t t h e m -- w e r e
w e a k e n e d by a bo n d t r a d e r s ' p r o t e s t l a s t A p r i l . A n d o t h e r s u c h o f f b a l a n c e s h e e t i t e m s
-- w i d e s p r e a d u s e of a g e n c y b u s i n e s s ( b r o k e r i n g o t h e r c r e d i t o r s ' l o a n s f o r a
c o m m i s s i o n ) , c a s h m a n a g e m e n t a c c o u n t s , a n d o p t i o n s a n d f u t u r e s -- h a v e s e e m e d t o e s c a p e
n o t i c e . B e s i d e s , p r o n o u n c e d t h e F i n a n c i al Mai 1 ( 2 7 / 4 / 9 0 ) , " b a n k s u p e r v i s i o n h a s b e e n so
s l i p s h o d for so long that c o n d i t i o n s w e r e c r e a t e d -- and t a c i t l y a c k n o w l e d g e d by C h u r c h
S q u a r e -- w h i c h e n c o u r a g e t h i s t y p e o f f i n a n c i n g . "

D e r e g u l a t i o n of b u i l d i n g s o c i e t i e s , b e g u n in 1 9 8 6 , is a l s o l i k e l y t o c o n t i n u e
a p a c e , in o r d e r to a l l o w g r e a t e r f l e x i b i l i t y in s e v e r a l a r e a s : a s m a l l e r p r o p o r t i o n of
t h e s o c i e t i e s ' a s s e t s c o u l d c o n s i s t of r e l a t i v e l y s t a b l e m o r t g a g e l o a n s ; a l a r g e r
a m o u n t of t h e i r d e p o s i t s c o u l d be s h o r t - t e r m ( h e n c e v i o l a t i n g t he f u n d a m e n t a ] b a n k i n g
r u l e , " t a k e l o n g - t e r m d e p o s i t s , m a k e s h o r t - t e r m l o a n s " ) ; a n d the m a x i m u m r a t i o of t h e
v a l u e of e a c h m o r t g a g e l o a n to t h e p r i c e of t h e p r o p e r t y c o u l d i n c r e a s e f r o m 9 0 % to
1 0 0 % , t h u s a d d i n g g r e a t e r r i s k in the e v e n t of a d e f a u l t ( F i n a n c i a l M a i l . 1 0 / 1 1 / 8 9 ) . A s
M o r r i s a n d P a d a y a c h e e ( 1 9 8 8 : 6 ) n o t e , s u c h d e r e g u l a t o r y t r e n d s , d a t i n g b a c k t o t h e D e
K o c k C o m m i s s i o n , w e r e n o a c c i d e n t : "In S A , local f i n a n c e c a p i t a l a p p e a r e d to ha v e a lot
to do w i t h s h a p i n g t he local m o n e t a r i s t i n i t i a t i v e , i n c l u d i n g t h e r e m o v a l of i n t e r e s t
r a t e c e i l i n g s and f o r e i g n e x c h a n g e c o n t r o l s . "

W i t h t h e f i n a n c i a l s e c t o r i n c r e a s i n g l y a t t r a c t i v e s i n c e t h e e a r l y 1 9 8 0 s t h a n k s to
d e r e g u l a t i o n , m o n e t a r i s t R e s e r v e B a n k p o l i c i e s , p r o d u c t i n n o v a t i o n s , a n d t h e b r o a d
d e c l i n e in S o u t h A f r i c a ' s p r o d u c t i v e b a s e , c o m p e t i t i o n h a s h e a t e d up d r a m a t i c a l l y . T h i s
h a s b e e n e s p e c i a l l y t r u e in the c r e d i t m a r k e t s , a n d h a s i n e x o r a b l y led to p r o f i t
d e c l i n e s in the b a n k i n g s u b s e c t o r . R a t i o n a l i s a t i o n of t h e m a j o r p l a y e r s is o n e r e s u l t ,
a s t he a l r e a d y h i g h l y c o n c e n t r a t e d f i n a n c i a l s y s t e m r e c e n t l y l o s t o n e l a r g e b u i l d i n g
s o c i e t y and o n e m a j o r b a n k to m e r g e r s - But in t h e n o o k s a n d c r a n n i e s of h i g h f i n a n c e ,
" b o u t i q u e b a n k i n g " for t h e r i c h is p r o v i d i n g n e w i n s t i t u t i o n s a t o e h o l d ; t h a n k s t o m u c h
l o o s e r r e q u i r e m e n t s , f i f t e e n n e w b a n k s w e r e f o r m a l l y or p r o v i s i o n a l l y l i c e n s e d d u r i n g
t h e t h i r t y m o n t h p e r i o d t h a t c l o s e d the d e c a d e of t h e 1 9 8 0 s ( F i n a n c i a l Mai.l.. 2 / 2 / 9 0 ) .
T h a t d e c a d e had a l s o w i t n e s s e d a b a n k i n g i n v a s i o n of b u i l d i n g s o c i e t i e s ' o n c e s a c r e d
r e s i d e n t i a l m o r t g a g e b o n d t u r f , l e a d i n g in m i d - 1 9 8 9 to "a m a j o r c o u n t e r o f f e n s i v e " as
s o c i e t i e s b e g a n p u r c h a s i n g e s t a t e a g e n t f i r m s , a s t r a t e g y p r o v e n to b e o f h i g h r i s k in
B r i t a i n (Fi n a n c i a l H a i l . 1 3 / 1 0 / 8 9 ) . A l s o in t h e e a r l y 1 9 8 0 s , r e l a t i v e l y u n r e g u l a t e d



life i n s u r a n c e c o m p a n i e s had be g u n t a k i n g s u b s t a n t i a l d e p o s i t m a r k e t ( i e , s a v i n g s )
s h a r e s from b o t h b a n k s and b u i l d i n g s o c i e t i e s , c o m p l a i n e d R e s e r v e Bank G e n e r a l M a n a g e r
for S u p e r v i s i o n C h r i s de Sw a r d t in a Fi nancial Hai 1 i n t e r v i e w ( 1 / 9 / 8 9 ) , " t h r o u g h
o f f e r i n g i n s u r a n c e p r o d u c t s w i t h a mini ma 1 life a s s u r a n c e e l e m e n t . " M a j o r i n s u r a n c e
f i r m s Old Mu t u a l and San lam co u l d a l s o dig into d e e p p o c k e t s to b u y h u g e b a n k s ( N e d b a n k
and T r u s t ) that w e r e on the v e r g e of f a i l i n g d u r i n g t h e g o - g o 1 9 8 0 s . P e n s i o n f u n d s ,
t o o , m a d e i m p o r t a n t i n r o a d s into p e r s o n a l s a v i n g s and t r u s t s a r e i n c r e a s i n g l y p l a y i n g
t h e r o l e of the bank t h r o u g h p a r t i c i p a t i o n m o r t g a g e b o n d s c h e m e s .

U n d e r such c o n d i t i o n s of d e r e g u l a t i o n and r u i n o u s c o m p e t i t i o n , r e d i r e c t i n g c a p i t a l
f l o w s b a c k to the r e a l , p r o d u c t i v e s e c t o r s of the e c o n o m y w i l l b e n o small f e a t . "To my
m i n d , " w a r n s L o m b a r d , "such a tren d for an e c o n o m y in t h e p o s i t i o n of South A f r i c a is
not a h e a l t h y o n e " ( 1 9 8 8 : 9 ) . The e f f e c t s all of this h a s h a d on S o u t h A f r i c a n u r b a n
d e v e l o p m e n t w i l l be ta k e n up n e x t .

II. FINANCIAL CAPITAL AND URBAN HOUSING IN SOUTH AFRICA

CITIES. THE FINANCIAL EXPLOSION AND UNEVEN DEVELOPMENT

According to the geographer David Harvey (1985:73),

"Urbanism has been transformed from an expression of the production needs
of the industrialist to an expression of the controlled power of finance
capital, backed by the power of the state, over the totality of the
product ion process."

Harvey's words are increasingly true -- in South Africa as well as the advanced
industrialised countries -- as the financial explosion that began a decade or more ago
runs its course. Cities are more affected by the broad macroeconomic shift from
production towards financial speculation than any other space. The result is a diverse
set of symptoms of a rather depraved urbanization process during a financial explosion,
which i nclude:

* the general flow of funds into ever more expensive real estate, due to
its roles as a hedge against inflation or, if the location is optimal, as a
speculative investment vehicle;

* the consequent deterioration of the urban small and mid-sized business
sector as rent costs become prohibitive;

* the general rise in housing prices, and the simultaneous intensification
of processes of uneven urban development -- gentrification of close-in
slums on the one hand, and the ghettoi zat i on of working class
neighbourhoods as a counterbalance -- as the use values of residential real
estate are increasingly transformed by financial capital into exchange
va1ues;

* the increased concentration of corporate and financial command and
control functions in city centres, and the restructuring of regions around
financial sector growth poles, concomitant with the broader process of the
centralization of capital;

* the transformation of urban space and infrastructure away from industrial
forms, and towards meeting the transport, communication and recreational
requirements of financial-administrative capital; and



• p o s t m o d e r n u r b a n c u l t u r a l a t t r i b u t e s " i r r e d u c i b l y s p e c i f i c to the
r e c k l e s s o v e r b u i l d i n g of c o m m e r c ial s p a c e " w h i c h a r i s e s from the
" h y p e r t r o p h i c e x p a n s i o n of the f i n a n c i a l s e r v i c e s e c t o r " ( D a v i s , 1 9 8 5 : 1 0 3 ) .

All of th e s e are n o t a b l e t e n d e n c i e s , and t h e y a p p e a r to be the logical o u t c o m e s of
the 1 9 8 0 s r i s e of f i n a n c e in most u r b a n c e n t r e s a c r o s s t h e g l o b e . T r a d i t i o n a l l y , b e f o r e
the a d v e n t of the f i n a n c i a l e x p l o s i o n , f i n a n c e p l a y e d an a c c o m m o d a t i ng rol e in
d e v e l o p m e n t , l u b r i c a t i n g the p a y m e n t s s y s t e m a n d p r o v i d i n g f u n d s f o r p r o d u c t i v e
i n v e s t m e n t . Yet h o u s i n g f i n a n c e in p a r t i c u l a r h a s a l w a y s c o n t r i b u t e d s u b s t a n t i a l l y to
u n e v e n n e s s in ur b a n d e v e l o p m e n t , and still d o e s in r e m a r k a b l y v a r i e g a t e d w a y s : h o u s i n g
f i n a n c e can o f t e n e n h a n c e the s t a b i l i t y of the e n t i r e f i n a n c i a l s y s t e m , s i n c e h o u s i n g
is a m o n g its best s o u r c e s of c o l l a t e r a l ; it a l l o w s t h e h o u s i n g m a r k e t to be used a s a
s i t e of c o m m o d i t y p r o d u c t i o n and d i s i n v e s t m e n t , w h i c h a r e b o t h c r u c i a l to t h e
p r o f i t a b i l i t y of n e i g h b o u r h o o d c h a n g e ( S m i t h , 1 9 7 9 ) ; it c o n t r i b u t e s to c l a s s a n d
c o m m u n i t y f o r m a t i o n by i m p o s i n g r e s i d e n t i a l d i f f e r e n t i a t i o n via d i f f e r e n t q u a l i t i e s of
c r e d i t ( H a r v e y and C h a t t e r j e e , 1 9 7 4 ) ; and it s p r e a d s t h e t i m e h o r i z o n of i n v e s t m e n t
s i g n i f i c a n t l y , by a l l o w i n g c o n s u m e r s of h o u s i n g to s e r v i c e t h e i r h o u s i n g b o n d s o v e r t h e
l o n g - t e r m ( u s u a l l y 2 0 - 3 0 y e a r s ) . S u c h f a c t o r s a l l o w f i n a n c e to a c t a s a n e r v e c e n t r e
for u r b a n c a p i t a l f l o w s , and this is not n e c e s s a r i l y c o n d u c i v e to a r a t i o n a l a l l o c a t i o n
of h o u s i n g r e s o u r c e s .

HOUSING FINANCE AND RESIDENTIAL DIFFERENTIATION

C o n s i d e r r a c e , c l a s s and communi ty d i f f e r e n t i a t i o n m o r e c l o s e l y , for h e r e
u n f e t t e r e d h o u s i n g f i n a n c e can be p a r t i c u l a r l y p e r n i c i o u s . In t h e U S , what m a y a p p e a r
a s c o n t i n g e n c i e s of r a c e and e t h n i c i t y h a v e b e c o m e c e m e n t e d as p a t t e r n s of g e o g r a p h i c
m a l d i s t r i b u t i o n of c r e d i t , p a t t e r n s o b s e r v a b l e in m o s t c i t i e s . H u n d r e d s of s t u d i e s of
the t h e o r y and p r a c t i c e of bank " r e d l i n i n g " ( l e n d i n g d i s c r i m i n a t i o n b a s e d , in t h e
o r i g i n a l f o r m u l a t i o n , on the 193 0 s F e d e r a l H o u s i n g A d m i n i s t r a t i o n ' s red l i n e s
e n c i r c l i n g u n d e s i r a b l e r e s i d e n t i a l l o c a t i o n s ) s u g g e s t t h a t h o u s i n g f i n a n c e can p l a y a
s i g n i f i c a n t r o l e in p e r p e t u a t i n g and f o s t e r i n g r a c i s m in c o m m u n i t i e s . If, a s is t h e
c a s e t h r o u g h o u t the U S , Afri c a n - A m e r i can b o r r o w e r s a r e o v e r w h e l m i n g l y d e n i e d c r e d i t for
h o m e s in c e r t a i n a r e a s by fi n a n c i a l i n s t i t u t i o n s w h o s e p o l i c y - m a k e r s a r e w h i t e , t h i s
s u g g e s t s s i m p l e i n s t i t u t i o n a l r a c e d i s c r i m i n a t i o n is at w o r k ( D e d m a n , 1 9 8 9 ) .

But t h e r e ' s , far m o r e to this t h a n the o u t c o m e d e s c r i b e s . T h e l o c a t i o n of m a n y
u r b a n Afri c a n - A m e r i can h o m e s c o i n c i d e s w i t h t h e t r a j e c t o r y of c e n t r a l b u s i n e s s d i s t r i c t
e x p a n s i o n , s i n c e for h i s t o r i c a l r e a s o n s r e l a t i n g to l a b o u r m a r k e t s a n d
d e i n d u s t r i a 1 i s a t i o n , g h e t t o s are l o c a t e d n e a r the C B D c o r e in m o s t N o r t h A m e r i c a n
c i t i e s . F i n a n c i a l i n s t i t u t i o n s and d e v e l o p e r s h a v e a m a t e r i a l i n t e r e s t , t h u s , in
d e v a l u i n g t h e h o u s i n g c a p i t a l of Afri c a n - A m e r i c a n s , s i n c e t h i s will e n a b l e i n v e s t o r -
s p e c u l a t o r s to p u r c h a s e t h e i r r e s i d e n c e s -- e s p e c i a l l y if t h e y a r e just a b a n d o n e d
s h e l l s at that point -•• at ver y low p r i c e s ; t h e n e x t s t e p , of c o u r s e , is t r a n s f o r m i n g
b l o c k a f t e r block of d i l a p i d a t e d b u i l d i n g s i n t o a t t r a c t i v e g e n t r i f i e d h o m e s to h o u s e
t h e i n c r e a s i n g n u m b e r s of y o u n g u r b a n p r o f e s s i o n a l e m p l o y e e s of the f i n a n c e , i n s u r a n c e
a n d real e s t a t e i n d u s t r i e s w h o w i s h to r e s i d e c l o s e to t h e i r w o r k p l a c e . T h e flip s i d e
of r e d l i n i n g , h e n c e , is g e n t r i f i c a t i o n , and in n e a r l y e v e r y US c i t y , the wo r s t s l u m s
c a n be found s i d e - b y - s i d e w i t h the n e w e s t g e n t r i f i e d n e i g h b o u r h o o d s , in a p r o c e s s t h a t
is c o n t i n u a l l y and s y s t e m a t i c a l l y r e p r o d u c e d .

T h i s , of c o u r s e , is a n t i t h e t i c a l to t h e U r b a n F o u n d a t i o n ' s ( 1 9 9 0 : 2 3 ) n a i v e v i e w
that "the best examples of residential integration and neighbourhood stabilization in
the United States have been those in which neighbourhood revttalization and inner city
redevelopment have accompanied such integration" (original emphasis), since it Is on
just this turf that the most intense c o m m u n i t y - b a s e d struggles have been fought in
recent y e a r s . Gentrifi cation, largely borne of housing finance penetration after a
period of intense redlining (Smith, 1 9 7 9 ) , is among the leading causes of displacement



and homelessness in the US (Bratt, Hartman and M e y e r s o n , 1 9 8 6 ) , and It is safe to
predict the emergence of such systemic unevenness for de r a c i a l i z e d South African
central cities if the Urban Foundation programme is s u c c e s s f u l .

While residential d i f f e r e n t i a t i o n through differential a c c e s s to housing finance
has been a factor in advanced capitalist urbanization for some t i m e , the particular
conditions of the 1980's financial explosion intensified the pace of housing
valorization and deva1 orization considerably (Leitner and Sh e p p a r d , 1 9 8 9 : 7 3 - 7 4 ) . And
again, a resurgence of institutional race discrimination by the landed-financial
capital nexus was one result of vast increases in interest r a t e s , beginning in 1979. In
addition to redlining and gen t r i f i c a t i o n , there c o n t i n u e the practices of
"blockbusting" and "blow-out" by many urban real estate agents who introduce African-
American buyers to lily-white working class n e i g h b o u r h o o d s , thus prompting m a s s i v e
sales (and hence c o m m i s s i o n s ) and "white flight" (Harvey, 1 9 7 3 ) . As the Institute for
Pol icy Studies' Working Group on Housing has found ( 1 9 8 9 : 1 5 ) . "blockbusting tactics
enable real estate speculators to buy cheap and sell d e a r , w h i l e banks convert their
old, lower-interest m o r t g a g e s to higher-yield loans made to new m i n o r i t y homebuyers."

Again, contrary to the Urban Foundation's ( 1 9 9 0 : 1 7 , f n i l ) impression that these
processes are not operating in South Africa at pre s e n t , there a r e revealing signs of
blockbusting in Boksburg's Windmill Park, as well as a few ot h e r white lower m i d d l e -
class semi-urban and suburban n e i g h b o u r h o o d s , in t h e , c o n text of strug g l e s over the
demise of the Group Areas Act (Financial H a i 1 . 8 / 1 2 / 8 9 ) . As with g e n t r i f i c a t i o n , it is
safe to predict that b l o c k b u s t i n g will become a much m o r e w i d e s p r e a d phenomenon in
lower middle-class areas in coming y e a r s , and hence the US case offers a likely -- and
disturbing -- scenario of how South African neighbourhood d e v e l o p m e n t might proceed
under a free market r e g i m e . And already there are other indications of the impact of
finance-driven urban development patterns in contemporary South A f r i c a that shed light
on the future of the post-apartheid central city and black t o w n s h i p s .

FINANCE AND SOUTH AFRICAN REAL ESTATE

The most significant way in which financial capital is cur r e n t l y shaping South
African urban development is through its strategic flooding of real estate markets in a
process that looks very much like pure speculation. As the Venter Commission (1984:8,9)
noted,

"The role of the building societies is of d e c i s i v e Importance in
determining the eff e c t i v e demand for housing... The bu i l d i n g society
movement made a mis t a k e in 1979, 1980 and 1981. They o v e r l e n t money on
existing loans and did not increase the financing of new homes
substantially. The result was demand inflation. Too much money chasing too
few homes. The end result was spiralling home prices in some cases from R30
000 to R90 000 within 12 m o n t h s . "

Today, the amounts of money involved are enormous and rapidly increasing. So far
it is paying off, as hom e b u y e r s of all races seem content to pay ever greater
percentages of their d i s p o s a b l e income for housing, under the e x p e c t a t i o n , of course,
that the price (if not v a l u e ) of their investment will a l w a y s e s c a l a t e . With some hot
suburban areas seeing price increases of up to 5 0 * in 1989, one leading property
developer conveyed shock that "the rise in interest rates has been almost totally
ignored. In my 26 years in the property business I have never seen prices rise so
steeply while mortgage rates are rising" (Business Day. 2 1 / 1 2 / 8 9 ) . Dangerous as the
bubble might be, the process has by no means peaked: following consultations with
international bankers in late 1989, a buiIding society general m a n a g e r expressed the
expectation that concomitant with political reform, the SA property market would be a
leading beneficiary of new foreign investment (Business Day. 2 1 / 1 2 / 8 9 ) . For top city



c e n t r e o f f i c e s p a c e , p r i c e s c o u l d e a s i l y g o m u c h h i g h e r . P r i m e s p a c e i n J o h a n n e s b u r g i n
m i d - 1 9 8 9 f e t c h e d R 2 8 p e r s q u a r e m e t r e , w h i c h d i d n o t e v e n r a n k i n t h e t o p f i f t y c i t i e s
i n t h e w o r l d ( F i n a n c i a l M a i l . 3 0 / 6 / 8 9 ) .

F i n a n c i a l c a p i t a l i s t s d o m o r e t h a n p u m p m o n e y i n t o l a n d , t h o u g h . T h e y a l s o s t r i v e
t o t r a n s f o r m t h e l a n d i n t o a b u i l t e n v i r o n m e n t s u i t a b l e f o r f u r t h e r s p e c u l a t i o n . T h i s
i s t r u e i n p l a c e s a s p r e d i c t a b l e a s t h e J o h a n n e s b u r g c e n t r a l b u s i n e s s d i s t r i c t ( t h e
e a s t e r n h a l f o f w h i c h , s a i d a c i t y c o u n c i l l o r , w o u l d a t t r a c t " t h o u s a n d s o f m i d d l e a n d
u p p e r i n c o m e e a r n e r s i n t o f l a t s e a s t o f E l o f f S t r e e t . T h e y w o u l d m o s t l y b e e m p l o y e d I n
t h e h i g h - r i s e b a n k i n g c o m p l e x t a k i n g s h a p e i n t h e w e s t o f t h e c i t y " f S t a r . 2 2 / 4 / 9 0 ] ) ;
a s o b s c u r e a s P o r t E l i z a b e t h ' s G r e e n a c r e s s h o p p i n g m a l l ( t h e l o c a t i o n o f S A ' s m o s t
s o p h i s t i c a t e d p o s t - m o d e r n b u i l d i n g , w h i c h i s h o m e t o a n i n s u r a n c e c o m p a n y ) ; o r a s
p o r t e n t o u s a s D u r b a n ' s S o u t h B e a c h a r e a , w h e r e t h e e n o r m o u s R 9 0 m n " W h e e l " s h o p p i n g a n d
e n t e r t a i n m e n t c e n t r e ( 9 0 % o w n e d b y M o m e n t u m L i f e a n d b y F i r s t N a t i o n a l B a n k P e n s i o n
F u n d ) w i l l p l a y s e v e r a l f u n c t i o n s , a c c o r d i n g t o a b o o s t e r : " I n a d d i t i o n t o s e r v i n g a s
a t o u r i s t a t t r a c t i o n , T h e W h e e l w i l l b o o s t t h e c o n f i d e n c e o f o t h e r i n v e s t o r s . T h e a r e a
w i l l b e t r a n s f o r m e d f r o m a s e e d y , d e p r e s s e d p a r t o f t o w n i n t o a n u p - m a r k e t a r e a "
( F i n a n c e W e e k . 2 5 / 1 0 / 8 9 ) .

S u c h t r a n s f o r m a t i o n i n t h e v a l u e o f p r o p e r t i e s i s t h e k e y , a n d t h e e b b a n d f l o w o f
f i n a n c i a l c a p i t a l i s b o t h d r i v e n b y , a n d d r i v e s , t h i s v a l o r i z a t i o n p r o c e s s . D u r i n g t h e
1 9 8 0 s , v a l u e i n c r e a s e s a n d r e n t a l r e t u r n s o n t h e b a s k e t o f 3 0 0 p r o p e r t i e s w h i c h m a k e u p
t h e . i n f l u e n t i a l R i c h a r d E l l i s P r o p e r t y I n d e x o u t p a c e d e v e n t h e J S E i n d u s t r i a l i n d e x .
T h e m o s t a t t r a c t i v e p r o p e r t i e s o v e r t h e e n t i r e 1 9 7 9 - 8 8 p e r i o d , a c c o r d i n g t o t h e
P r o p e r t y I n d e x , w e r e d e c e n t r a l i s e d o f f i c e s ( 4 3 0 % i n c r e a s e ) , f o l l o w e d b y s h o p p i n g ( 4 0 0 % )
a n d c i t y c e n t r e ( 3 3 0 % ) r e a l e s t a t e ( F i n a n c i a l H a i 1 . 2 1 / 4 / 8 9 ) . F o l l o w i n g a p o l i t i c a l l y -
i n d u c e d d o w n t u r n i n 1 9 8 4 - 8 6 , m u c h o f t h e w h i t e r e s i d e n t i a l p r o p e r t y m a r k e t h a s
r e c o v e r e d , a n d t h e r e are e v e n s i g n s t h a t g e n t r i f i c a t i o n i s t a k i n g o f f i n J o h a n n e s b u r g
f o r b l a c k y u p p i e s ( F i n a n c i a l M a i 1 . 2 0 / 6 / 8 9 ) .

A s a r e s u l t , t o t a l s a l e s o f r e a l e s t a t e , c o m m e r c i a l a n d r e s i d e n t i a l , h a v e
i n c r e a s e d e x p l o s i v e l y s i n c e l a t e 1 9 8 6 , f r o m a r o u n d R l 2 b n p e r y e a r t o R 2 0 b n i n 1 9 8 9
( S o u t h A f r i c a n R e s e r v e B a n k Q u a r t e r l y . D e c e m b e r 1 9 8 9 ) . A l o n g w i t h f i n a n c i a l c a p i t a l " s
( l e d b y i n s u r a n c e c o m p a n i e s ' ) e q u i t y i n v e s t m e n t s i n c o m m e r c i a l r e a l e s t a t e , t h e e a s y
a c c e s s i b i l i t y o f m o r t g a g e b o n d s -- e s p e c i a l l y i n r e s i d e n t i a l m a r k e t s -- h a s a l s o d r i v e n
p r o p e r t y s a l e s . T h e l a r g e s t c o m m e r c i a l b a n k s b e g a n e x p a n d i n g t h e i r d i r e c t r e s i d e n t i a l
b o n d l e n d i n g d r a m a t i c a l l y i n 1 9 7 9 , a n d b y l a t e 1 9 8 8 h a d o v e r R 1 0 b n o f h o u s i n g l o a n s o n
t h e i r b o o k s a s a r e s u l t o f a 1 8 0 % i n c r e a s e t h a t y e a r . O t h e r f i n a n c i a l i n s t i t u t i o n s
c a r r i e d a n o t h e r R 3 0 b n i n h o m e l o a n s ( B u s i n e s s P a y . 1 3 / 1 0 / 8 9 ) , W i t h a l l t h e a c t i v i t y i n
t h e b o n d m a r k e t , a l l s o r t s o f n e w l e n d i n g p r o d u c t s w e r e i n t r o d u c e d i n t h e l a t e 1 9 8 0 s
a n d a s e c o n d a r y m a r k e t f o r s e c u r i t i s e d m o r t g a g e s o p e n e d u p ( B u s i n e s s D a y . 9 / 1 1 / 8 9 .
2 2 / 1 1 / 8 9 . 1 1 / 1 2 / 8 9 ) .

T h e h a r s h c o m p e t i t i o n a n d n e w s o p h i s t i c a t e d p r o d u c t s a r e h a r m i n g o l d - f a s h i o n e d
b u i l d i n g s o c i e t i e s , e s p e c i a l l y i n t h e w a k e o f i n c r e a s e d i n t e r e s t r a t e s a n d t h e n e a r i n g
o f w h i t e b o r r o w e r s ' d e b t t h r e s h o l d . A l t h o u g h t h e s o c i e t i e s g r a n t e d m a n y m o r e l o a n s t h a n
e v e r b e f o r e i n 1 9 8 8 a n d 1 9 8 9 , t h e r e w e r e m a n y r e d e m p t i o n s b y b o r r o w e r s w h o s w i t c h e d
t h e i r d e b t t o b a n k s o r o t h e r f i n a n c i e r s ( S o u t h A f r i c a n R e s e r v e B a n k Q u a r t e r l y . M a r c h
1 9 8 9 ) . S u b s e q u e n t l y , t h e s o c i e t i e s ' r e f l e x i v e m o v e t o g a i n a n e d g e b y b u y i n g e s t a t e
a g e n t s u b s i d i a r i e s ( F i n a n c i a l M a i 1 . 1 3 / 1 0 / 8 9 , 2 0 / 1 0 / 8 9 ) h a s o n l y i n t e n s i f i e d t h e
c o m p e t i t i o n . O n t o p o f t h a t , s o m e m a j o r b u i l d i n g s o c i e t y c l i e n t s a r e s h i f t i n g t h e i r
o p e r a t i o n s : " T h e g r o w t h o f t h e b u i l d i n g i n d u s t r y , " s a y s J o h n K a n e - B e r m a n o f t h e
I n s t i t u t e o f R a c e R e l a t i o n s , " n o w d e p e n d s l a r g e l y o n h o m e b u i l d i n g f o r b l a c k s "
( F i n a n c i a l M a i 1 . 1 0 / 1 1 / 8 9 ) . T h e s e a r e s o m e o f t h e r e a s o n s t h a t p r o m p t e d t h e b u i l d i n g
s o c i e t i e s t o p l a y a n i n c r e a s i n g l y a g g r e s s i v e r o l e i n p r o v i d i n g h o u s i n g b o n d s i n b l a c k
t o w n s h i p s t h e s e l a s t c o u p l e o f y e a r s .
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TOWNSHIP HOUSING FINANCE. SOCIAL CONTROL AND GREED

Following the 1975 decision by the Vorster administration to promote leasehold
housing in steps, potential black (here, "African") home buyers finally regained formal
legal access to building society bonds in 1978 when the Financial Institutions Act was
amended. {Prior to that, a few government housing loans for blacks were, granted at a
9,25% interest rate.) Stil1. by 1982, there were only 1324 bonds registered by
societies under the 99 year leasehold system (Hendler, 1 9 8 6 : 8 8 ) . In 1983, the Steyn
Commi ttee (1985:27) forecasted,

"The success of the [council housing] sales campaign will depend on the
willingness of building societies and other financial institutions to make
the necessary amendments to their policy in respect of the standard of
housing which is acceptable as the collateral for bonds as well as the
payment of market related interest rates on all bond loans. The Committee
therefore charges financial institutions to give their immediate attention
to the changing of their existing policy with regard to the granting of
loans to more humble homes."

Without those changes, by the end of the 1980s the limits of the private black
housing market had nearly been reached. According to an estimate by housing developers
at Rabie Investments, the top five percent of township, residents could afford R30 000
houses and thus gain access to formal housing finance, and another 2 0 * could afford
houses between R25 000 and R30 000, which "leaves 75% for which solutions have to be
found" fFinance Week. 2 5 / 1 0 / 8 9 ) . Solutions clearly won't be found without massive state
investment by a democratic regime (not merely promises of providing all citizens a
site and service subsidy far from their place of employment or traditional h o m e ) , but
that doesn't mean that limited strategic deployment of housing resources won't produce
results desired by the current state and capital. "When people are housed -- more
especially when they are home-owners -- they are not only less li kely to be
troublesome," comments Zach de Beer ( 1 9 8 8 ) . "They are also likely to feel they have a
stake in the society and an interest in its stability."

Supplying a young black revolutionary a housing bond through the disciplinarian
private market (perhaps with some form of mortgage insurance programme to spread the
risk) is one way of tying her or him down to stable labour and community behaviour.
(This was certainly proven by the creators of the US federal Housing Administration
loan guarantee programme in the 1930s.) Here is not the place for a comprehensive
review of 1980s state urban policies aimed, ultimately, at this sort of result (Mabin,
1989: Sutcliffe et al, 1989; see also Morris and Padayachee. 1988, and Hindson, 1987
for political economic c o n t e x t ) . But fiscal constraints are real , and so along with
the dramatical ly fluctuating interest rate, it is fair to say that the decline of
central state involvement in housing provision in favour of the private market must be
considered one of the main factors exacerbating the SA housing crisis (as is the case
elsewhere across the g l o b e ) . And the new R2 billion "Steyn Fund" is in its initial
formulation so heavily oriented to the private sector -- with its emphasis on loans,
not grants; its need to grow, not dissipate; and its leveraging through private
financial institutions -- that it cannot seriously play the role of proxy democratic
state. Yet through the army's capacity to quell township unrest by brute force; through
the development projects of various semi-autonomous agents (eg, the South African
Housing Trust and the Development Bank of Southern A f r i c a ) ; and through indirect means
-- mainly subsidies on financing schemes -- the state continues to play a particular
type of role in township housing.

What should be most evident is the enthusiasm the state has for the township
accumulation strategy of financial capital. It took a good few years and plenty of
state incentives, but eventually in October 1989 the Perm's influential MD 8ob Tucker



a n d t h e U r b a n F o u n d a t i o n f a s h i o n e d t h e p o l i c y c h a n g e s in t o w n s h i p b o n d l e n d i n g S t e y n
h a d c a l l e d f o r in 1 9 8 3 . a n d p e r s u a d e d t h e b u l k o f t h e m a j o r h o u s i n g f i n a n c e
i n s t i t u t i o n s t o c o m e a b o a r d . T h i s r e q u i r e d a m e n d i n g t h e U s u r y A c t t o a l l o w h i g h e r
a d m i n i s t r a t i v e c o s t s f o r s m a l l l o a n s t o b e p a s s e d t o b o r r o w e r s . It a l s o s p u r r e d t h e
c r e a t i o n o f a n i n s u r a n c e s c h e m e -- l a r g e l y s u b s i d i s e d b y f o r e i g n g o v e r n m e n t s b u t w i t h
r a t h e r h i g h 7 , 5 % p r e m i u m s c h a r g e d t o b o r r o w e r s -- d e s i g n e d t o r e d u c e l e n d e r s '
c o l l a t e r a l r i s k t o a s l i t t l e a s 6 0 % , w h i c h " m a k e s it p o s s i b l e , p r o b a b l y d e s i r a b l e , f o r
f i n a n c i a l i n s t i t u t i o n s t o e n t e r t h i s m a r k e t " fFi n a n c e W e e k . 1 8 / 1 0 / 8 9 ) .

B u t t h e k e y f a c t o r in t h e U F s c h e m e a p p e a r s t o b e a n i n n o v a t i v e a n d p o t e n t i a l l y
r i s k y d o w n g r a d i n g o f b a n k s ' a n d b u i l d i n g s o c i e t i e s ' c a p i t a l r a t i o s ( i e , t h e p e r c e n t a g e
o w n e r s ' e q u i t y a n i n s t i t u t i o n m u s t m a i n t a i n a g a i n s t a s s e t s ) , a f a c t o r T u c k e r h i m s e l f
d e s i g n e d ( F i n a n c e W e e k . 1 8 / 1 0 / 8 9 ) a n d o n e w h i c h , s a i d a n U r b a n F o u n d a t i o n s p o k e s p e r s o n ,
" H e h o p e w i l l m a k e l o w - c o s t h o u s i n g j u s t a s p r o f i t a b l e t o b a n k s a s H i r e P u r c h a s e
b u s i n e s s " (Fi n a n c i a l H a i 1 . 8 / 1 2 / 8 9 ) . T h e d o w n g r a d e f u r t h e r w e a k e n s S o u t h A f r i c a ' s
c a p a c i t y t o w i t h s t a n d i t s f i n a n c i a l e x p l o s i o n , a n d it a l s o c o n t r a d i c t s t h e B a n k f o r
I n t e r n a t i o n a l S e t t l e m e n t s ' e f f o r t s t o r a i s e b a n k s ' c a p i t a l r a t i o s . S o u t h A f r i c a ' s
r e q u i r e m e n t ( a r o u n d 5 % f o r b a n k s a n d 4 % f o r b u i l d i n g s o c i e t i e s ) i s a l r e a d y f a r b e l o w
t h e 8 % i n t e r n a t i o n a l s t a n d a r d , n o t w i t h s t a n d i n g s o m e w h a t h a l f - h e a r t e d r e c e n t m o v e s t o
s t r e n g t h e n c a p i t a l r e q u i r e m e n t s ( f i n a n c i a l H a i l . 1 / 6 / 9 0 ) . I n 1 9 8 9 T h e B a n k e r m a g a z i n e
( J u l y ) n o t e d t h a t S o u t h A f r i c a ' s l a r g e s t b a n k s -- S t a n d a r d , F N B , B a n k o r p , K e d c o r , a n d
V o l k s k a s -- r a n k e d 2 9 0 . 3 0 3 , 4 1 2 , 4 3 9 , a n d 5 0 3 i n t h e w o r l d i n t e r m s o f a s s e t s , b u t
t h e i r c a p i t a l r a t i o r a n k i n g s r a n k e d a d i s m a l 4 8 2 , 7 7 4 , 7 4 3 , 5 4 0 a n d 4 5 1 . r e s p e c t i v e l y .
A n d f o l l o w i n g t h a t s u r v e y . S o u t h A f r i c a n b a n k s ' r a t i o s a c t u a l l y d e c l i n e d (Fi n a n c i al
M a i 1. 2 / 2 / 9 0 ) . W h i l e t h e R e s e r v e B a n k ' s c o n c e r n t h a t r e p u r c h a s e a g r e e m e n t s m i g h t
t h r e a t e n c a p i t a l r a t i o s w a s w e l l - n o t e d b y t h e f i n a n c i a l p r e s s i n A p r i l 1 9 9 0 , t h e S A R B ' s
p r i o r c o n c e s s i o n t h a t b i l l i o n s o f r a n d s w o r t h o f t o w n s h i p h o u s i n g b o n d s c o u l d b e
c a r r i e d o n t h e b o o k s o f f i n a n c i a l i n s t i t u t i o n s w i t h n o c a p i t a l b a c k i n g a t t r a c t e d l i t t l e
c r i t i c a l n o t i c e ( t h e i d e a t h a t t e n - y e a r d e b e n t u r e s w h i c h w i l l f u n d t h e h o u s i n g b o n d s
c a n p a r t i a l l y s u b s t i t u t e f o r c a p i t a l i s y e t a n o t h e r a c c o u n t i n g t r i c k t o h i d e w h a t a r e
i n r e a l i t y " l i a b i l i t i e s " in t h e " o w n e r s ' e q u i t y " a c c o u n t s f f i n a n c i a l H a i 1 . 8 / 1 2 / 8 9 ] ) .

T h e c o s t s o f i n s u f f i c i e n t c a p i t a l r a t i o s w i l l in f u t u r e v e r y l i k e l y b e b o r n e b y
r a t e p a y e r s o r d e p o s i t o r s -- " I f it c o m e s t o a r e a l c r u n c h , " t h e F i n a n c i a l H a i I ( 1 / 9 / 8 9 )
o b s e r v e s , " t h e R e s e r v e B a n k d o u b t s w h e t h e r a n y m a j o r [ b a n k ] s h a r e h o l d e r w o u l d r e s c u e a
b a n k i n g a f f i l i a t e a t g r e a t c o s t t o i t s o w n p o c k e t " -- b u t t h a t ' s n o t t h e e n d o f i t . T h e
U F l o a n g u a r a n t e e f u n d a n d g e n e r a l r u s h o f c a p i t a l i n t o t o w n s h i p h o u s i n g f i n a n c e w i l l
p r o d u c e o t h e r v i c t i m s a s w e l l . T h e r e w i l l b e a s i g n i f i c a n t m u l t i p l i e r e f f e c t o n b l a c k
c o n s u m e r d e b t a s c r e d i t h i s t o r i e s are e s t a b l i s h e d a n d h o u s e s a r e n o w u s e d f o r
c o l l a t e r a l ( f i n a n c e W e e k , 1 8 / 1 0 / 8 9 ) , a n d c o m e a r e c e s s i o n , it is t h i s s e c t o r t h a t w i l l
b e h i t h a r d e s t b y a w a v e o f d e f a u l t s a n d f o r e c l o s u r e s . W o r s e , t h e d o o r is n o w w i d e o p e n
a n d b e c k o n i n g f o r f a s t - b u c k l e n d e r s ; a n o f f i c i a l o f O u r b a n - b a s e d F i n h o u s e in e a r l y 1 9 9 0
t h u s a n n o u n c e d a t o w n s h i p h o u s i n g d e v e l o p m e n t f i n a n c i n g s c h e m e w h i c h c o m m a n d s a 2 . 5 % t o
2 0 * u n d e r w r i t e r ' s f e e :

" W e d o n ' t b e l i e v e a f f o r d a b i l i t y h a s e v e r b e e n t h e m a j o r c o n s t r a i n t i n l o w -
c o s t h o u s i n g -- g e t t i n g t h e f i n a n c e i s . . . P e o p l e w a n t h o u s e s . O u r r e s e a r c h
h a s s h o w n a n u r g e n t n e e d f o r a p a c k a g e l i k e o u r s a n d if t h e f i n a n c e c a n b e
a t t r a c t e d , I b e l i e v e t h e p o s s i b l e e x t r a c o s t s w i l l b e m e t " (fi n a n c i a l H a i 1 .
1 8 / 1 / 9 0 ) .

A d d t o t h i s t h e U f s c h e m e ' s p r e s u m p t i o n o f " n o r m a l b u s i n e s s p a r a m e t e r s o f
p r o f i t a b i l i t y a n d r i s k " ( T u c k e r , 1 9 8 9 : 2 ) , a n d o n e c a n e n v i s i o n a l l m a n n e r o f f o r m a l a n d
i n f o r m a l r a c k e t e e r i n g p r a c t i c e s e m e r g i n g . A s t h e J o h a n n e s b u r g L e g a l A i d B u r e a u ' s B r i a n
L e v e s o n i n s i s t s , " T h e ( U F ) s c h e m e w i l l u n w i t t i n g l y e x p o s e t h o u s a n d s o f p e o p l e t o b e i n g
t a k e n a d v a n t a g e o f b y u n s c r u p u l o u s b u i l d i n g c o n t r a c t o r s a n d c r e d i t b r o k e r s w h o w i l l
p r e y o n t h o s e w h o d e s p e r a t e l y s e e k l o w c o s t h o u s i n g " ( S t a r . 2 0 / 1 0 / 8 9 ) . A l r e a d y , T u c k e r
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has been quoted as blaming the rapidly increasing rate of foreclosures on homeowners
(of all races) on "the greed of institutions who lent the money" (Business Day.
31/7/89). He should know, because even the Perm has recently been accused of
malfeasance in widespread cases where the entire house of an unwitting borrower is
purchased from town ship councils by an unethical developer. The house is then used by
the Perm as collateral when even a small loan for an addition is granted to the
resident. In such cases, the addition is constructed by the developer under no-
deposit arrangements, and the borrower is not aware that the ownership of the house has
changed so that if a default upon the small loan occurs, the entire house is foreclosed
upon (Weekly Hail. 7/12/89).

Most of the themes of this section -- from real estate speculation to valorization
and devalorization of housing to residential differentiation to credit scams -- are
returned to in the Alexandra case study. Note, however, that the guideposts are rather
weak -- most of South Africa's urban analysts have subordinated study of the
institutional capital accumulation strategies of various fractions of capital in
townships to a broader analysis of township development as "the sphere of collective
consumption." Based on themes Manuel Castells developed in the 1970s, South African
scholars considered housing and the urban question as primarily one of class
reproduction (see the debate between Hendler, 1987 and McCarthy, 1987). In contrast,
Paul Hendler's pioneering study of capital accumulation in South African townships from
1980-85 drew attention to the theoretical and empirical, basis for "connections between
official [state] practices and business activities -- links which were not merely
conceptual, but were also a lived reality for the personnel of several firms"
(1986:15). The most visible and active businesspeople in the townships were employees
of construction, retail, and financing firms, many of whom "were at some stage obliged
to lobby and exert pressure on personnel in the organs of state regulation of the
provision of African housing." It is not difficult to identify these actors in
Alexandra Township in the late 1980s, and to trace their recent spectacular success to
the repressive power of the state and the subsequent penetration of housing finance
into the township.

III. THE PENETRATION OF HOUSING FINANCE IN ALEXANDRA

A l e x a n d r a , J o h a n n e s b u r g ' s closest A f r i c a n t o w n s h i p , is un d e r g o i n g a dr a m a t i c
c h a n g e in la n d s c a p e , as both physical terrain and c l a s s r e l a t i o n s are being torn
asunder by the state, financial capital and their a l l i e s . To dig beneath the su r f a c e
and understand the processes -- and the en v i r o n m e n t in wh i c h they unfold -- requires a
certain amount of background c o n t e x t u a l i z i n g . F u t u r e h i s t o r i a n s of Al e x a n d r a will c i t e
1979, the year the township won a reprieve from P r e t o r i a ' s forced removal a x e , as the
crucial moment in its hi s t o r y . Alexandra at that p o i n t r e p r e s e n t e d , as much as a n y
to w n s h i p , the mom e n t o u s transition in state t h i n k i n g t o w a r d s u r b a n i z i n g c a p i t a l i s t
r e l a t i o n s . (An earlier version of this p r o c e s s , a l s o i n f l u e n c e d p r o f o u n d l y by financial
c a p i t a l , can be traced back half a century, and is w o r t h some initial c o n s i d e r a t i o n . )
Following the 1979 r e p r i e v e , the state e n c o u n t e r e d s e v e r e r e s i s t a n c e , as the A l e x a n d r a
Action C o m m i t t e e played a leading role in the national political u n r e s t of 1984-86 and
thereby rendered the state's initial d e v e l o p m e n t p l a n s f u t i l e . W h e n , in the wake of
extrem e l y heavy repression in 198 6 , capital in v a r i o u s guises saw an opening in
A l e x a n d r a , its unequivocal entry signalled, to A l e x a n d r a a c t i v i s t s , a whole new set of
pr o b l e m s •

For both historical and contemporary r e a s o n s , A l e x a n d r a o f f e r s a pa r t i c u l a r l y good
case study of the penetration of housing f i n a n c e as a me a n s of i n s t i t u t i o n a l i s i n g
c a p i t a l i s t social r e l a t i o n s and tran s f o r m i n g " u s e - v a l u e s " into " e x c h a n g e - v a l u e s . "
A l e x a n d r a was chosen not beca u s e it is typical of S o u t h A f r i c a n u r b a n i z a t i o n , but
bec a u s e it represents the cutting edge of state r e p r e s s i o n , of c a p i t a l ' s strategy, and
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o f m i l i t a n t , s o p h i s t i c a t e d , c o m m u n i t y r e s i s t a n c e . W i t h i n t h e t o w n s h i p ' s 1 , 6 s q
k i l o m e t e r s a n d a m o n g i t s e s t i m a t e d 2 0 0 0 0 0 r e s i d e n t s , - i t i s p o s s i b l e t o i d e n t i f y m a n y
o f t h e c l a s s t e n s i o n s t h a t w i l l h a u n t b l a c k S o u t h A f r i c a i n c o m i n g d e c a d e s .

AN HISTORICAL PRECEDENT FOR HOUSING FINANCE PENETRATION

T h r o u g h o u t its h i s t o r y , A l e x a n d r a had b e e n a s i t e for v a r i o u s p r o c e s s e s of c a p i t a l
a c c u m u l a t i o n , most b o u n d up with t h e m e t r o p o l i t a n l a b o u r m a r k e t , p e t t y local r a c i a l
d o m i n a t i o n and formal a p a r t h e i d l e g i s l a t i o n ( T o u r i k i s , 1 9 8 1 ; D i t s h w a n t s h o tsa R o n a
S t u d y G r o u p , 1 9 8 3 ; and S a r a k i n s k y , 1 9 8 4 ) . W h a t is m o s t s t r i k i n g , t h o u g h , is h o w d u r i n g
the two p e r i o d s of g r e a t e s t e c o n o m i c d y n a m i s m -- the 1 9 4 0 s and 1 9 5 0 s , a n d t h e l a t e
1 9 8 0 s -- t h e rhyt h m of a c c u m u l a t i o n in A l e x a n d r a w a s t i m e d a c c o r d i n g to t h e local
p r a c t i c e s o f fin a n c i a l c a p i t a l , e s p e c i a l l y in t h e h o u s i n g m a r k e t .

" T h e g r e a t e s t w e a k n e s s of t h e T o w n s h i p , a p a r t f r o m the p o v e r t y of the
i n h a b i t a n t s , is t h e e x p l o i t a t i o n of m a n y of its s t a n d h o l d e r s b y E u r o p e a n
i n d i v i d u a l s and o r g a n i s a t i o n s , w h o hold b o n d s on t e r m s so o n e r o u s that
t h e y c o n s t i t u t e a ' r a c k e t ' -- and a v e r y p r o f i t a b l e o n e to t h i s k i n d of
b o n d - h o l d e r . "

Sc s a i d P r o f e s s o r H o e r n l £ , A l e x a n d r a ' s a d m i n i s t r a t o r , in 1942 ( T o u r i k i s , 1 9 8 1 ;
m o s t of t h e f o l l o w i n g h i s t o r i c a l c i t a t i o n s a r e d r a w n f r p m T o u r i k i s ' e x c e l l e n t t h e s i s ) .
By t h e n , a s m a n y as 8 5 * of th e t h r e e q u a r t e r s of A l e x a n d r a ' s s t a n d s w h i c h h a d f r e e h o l d
s t a t u s c a r r i e d m o r t g a g e b o n d s ; by 1 9 5 2 , t h e r e w e r e at least four d o z e n d i f f e r e n t
m o r t g a g e l e n d e r s o p e r a t i n g in A l e x a n d r a , b o t h small i n s t i t u t i o n s and i n d i v i d u a l s . T h i s
p e r i o d is a p p r o p r i a t e for c o m p a r i s o n to the p r e s e n t d a y , b e c a u s e it w a s a t i m e w h e n t h e
ear l y g e s t a t i o n s and s u b s e q u e n t m a t u r i n g of a local h o u s i n g f i n a n c e m a r k e t w r o u g h t
u n m i s t a k a b l e c h a n g e o n the A l e x a n d r a b u i l t e n v i r o n m e n t . B e f o r e u n d e r l i n i n g t h e
s i m i l a r i t i e s b e t w e e n the u r b a n i z a t i o n of c a p i t a l t h r o u g h h o u s i n g f i n a n c e in th e e a r l y
1940s and l a t e 1 9 8 0 s , it is i m p o r t a n t to fi r s t m a k e n o t e of the d i f f e r e n c e s , in o r d e r
t h a t t h i s l i m i t e d w i n d o w on th e h i s t o r y of A l e x a n d r a b e p l a c e d in p r o p e r c o n t e x t .

T o u r i k i s a r g u e s c o n v i n c i n g l y that in its e a r l y y e a r s , "the ' g l o b a l ' s t r u c t u r e
w i t h i n w h i c h A l e x a n d r a T o w n s h i p w a s l o c a t e d -- ie, t h e f o r m t h a t the c a p i t a l i s t m o d e of
p r o d u c t i o n had taken in Sou t h A f r i c a -- had the e f f e c t of u n i t i n g t h e A f r i c a n p e t t y -
b o u r g e o i s i e w i t h t h e w o r k i n g c l a s s . " In t h e 1 9 8 0 s , in c o n t r a s t , t h e s t a t e a n d
e n l i g h t e n e d capital d e v e l o p e d a m u c h d i f f e r e n t v i s i o n of g l o b a l p r o c e s s e s , s i n c e it had
b e c o m e c l e a r to them -- indeed a l r e a d y at the t i m e the c u r r e n t e c o n o m i c c r i s i s s e t in
d u r i n g the m i d - 1 9 7 0 s -- that some m a j o r s o c i a l r e s t r u c t u r i n g to s p l i t o f f a b l a c k
m i d d l e c l a s s w a s an a b s o l u t e l y n e c e s s a r y c o m p o n e n t of t h e ge n e r a l p o l i t i c a l - e c o n o m i c
f i x .

A n o t h e r crucial " g l o b a l " d i f f e r e n c e is that w h i l e f r o m 1930 to 19 5 3 t h e r e w a s a
fair l y s t e a d y d e c l i n e in the real cost of re n t a l h o u s i n g in Sou t h A f r i c a ( t a k e n a s a
w h o l e ) ( M c C a r t h y and S m i t , 1 9 8 4 : 9 2 ) , the m o r e r e c e n t s p e c t a c u l a r u p s w i n g of r e t u r n s
from t h e real e s t a t e m a r k e t -- i n d e e d , t h e s w i t c h f r o m p r o d u c t i v e t o f i n a n c i a l -
s p e c u l a t i v e c i r c u i t s of capital m o r e g e n e r a l l y -- h a s g i v e n f i n a n c i a l c a p i t a l a b r o a d e r
i n c e n t i v e to co n s i d e r i n v e s t m e n t s in sit e s like A l e x a n d r a . In c o n t r a s t , m a j o r b u i l d i n g
s o c i e t i e s d i d n ' t s t r a y far from the w h i t e c o m m u n i t i e s in the 1 9 4 0 s ; t h e b u i l d i n g
s o c i e t i e s and in d i v i d u a l loan s h a r k s t h a t H o e r n l c o m p l a i n e d of w e r e small a n d
a d v e n t u r o u s -- d e f i n i t e l y not the m a j o r i n s t i t u t i o n s -- a n d so c o u l d g e t a w a y w i t h
l e n d i n g at an interest r a t e of c l o s e to 1 0 % (as a g a i n s t the 5 1/2% r a t e c h a r g e d by
ma j o r b u i l d i n g s o c i e t i e s ) . I n d e e d , the e f f e c t i v e i n t e r e s t r a t e on h o u s i n g l o a n s in
A l e x a n d r a s o m e t i m e s r e a c h e d 1 7 % in th e 1 9 4 0 s .

But t o d a y , m a j o r b u i l d i n g s o c i e t y p r e j u d i c e s -- on g r o u n d s o f r a c e , c l a s s ,
g e o g r a p h y , or tec h n i c a l b a r r i e r s (eg, r e l a t e d to f o r e c l o s u r e s in the c o n t e x t of t h e
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Group Areas Act) -- have been pretty much submerged as larger forces (credit
Keynesianism, the limits to SA corporate and white consumer indebtedness, the political
pacification programme, the fiscal crisis of the central state and hence housing
privatisation) have become overwhelming. What comes through perfectly clearly though,
is that the type of lender --in a sense, that is. the quality of the credit -- was a
key variable in Alexandra's development (as it was in the 1974 Harvey-Chat.terjee study
of Baltimore). In the Alexandra of the 1940s, Professor Hoernle's administrative duty,
in the face of dramatic bus boycotts and increasing ANC organising, was foremost to
maintain law and order (and only secondly to ensure health and welfare), a task made
near-impossible by the township's extreme residential density and the demoralizing
housing conditions. Hoernlc easily recognized the structural impediments responsible
for the housing crisis; he bitterly criticized the unscrupulous lenders

"who get individual standholders into their clutches. A typical method, not
to say trick, is, when a stand holder finds difficulty in maintaining his
payments, to suggest to him an additional loan for the purpose of building
additional rooms on his property, from the rent of which, so it Is
represented to him, he will find it easier to pay the interest and
redemption charges on the higher loan."

The result included foreclosures and hence uneven urban development: the
devaiori zat ion of capital that set the stage for i tfi revalorization in the next
purchase cycle. This, it was suggested in Section II, is a universal process in
capitalist cities, and although there is as yet little evidence of this process In
present-day Alexandra, it is only a matter of time before a housing resale market
develops and deeds office records begin to unveil charlatan lenders who grant bonds in
order to foreclose on unsuspecting borrowers and then resell their property, perhaps in
the context of the wider upgrading schemes. The implications for the future of
Alexandra are important, for if working class homeowners are over indebted and the
unethical lender is we)1-equipped -- even anxious -- to push the debt ever higher and
to then foreclose (rather than giving some forbearance to the struggling debtor), this
will hasten considerably the ghetto's class segregation and residential
differentiation, its physical dilapidation, and its lower-income residents'
displacement.

The historical evidence is reveal ing, because although the pol itical-economic
context is different now, the processes set in motion by low-quality housing finance in
the 1940s had much to do with the genesis of the housing squalor which exists in
Alexandra still to this day. Added to this legacy, there were also some striking
similarities between the two periods (with the historical examples in parentheses):

* very high land prices (ilOO per l/8th acre stand in 1942 -- "higher than
in swagger Houghton." according to a shocked legislator -- with some prime
Alexandra land even selling at £1500 per acre);

* yet simultaneously, the age-old difficulty in acquiring relatively saall
bonds (Alexandra bonds were typically between 150 and 450 in the early
1940s, as opposed to a minimum bond in a white area -- which, of course,
paid for a much higher quality house -- of * 1 0 0 0 ) ;

* pleas for state intervention to lower interest rates (these had come
mainly from the standowners' solicitors);

* efforts by enlightened capital to end racial restrictions on land
ownership (from the Board of Directors of Johannesburg Building Society in
1942, with reference to lending in Alexandra, "proposals to be laid before
[the Interior Minister] will include a suggestion for an alteration of the



13

law, by which the existing title deeds can be so amended that the Society,
can take possession of the land and buildings of a defaulting Native or
Coloured b o r r o w e r " ) ;

" the fact that the default rate for blacks was lower than that for whites
("The African will treasure his freehold property in an Urban area more
than a European and will use every endeavour to retain such property," said
the standowners' solicitors);

• yet simultaneously the unavoidable truth that for many blacks, "loans are
often the first step to losing the property" (as the Alexandra Medical
Officer wrote in 1 9 4 1 ) ; and most importantly,

* the temptation for overindebted homeowners to transfer interest payment
costs to their tenants through overcrowdi ng, overbuiIding and high rental
charges ("The whole economic position in the Township would be greatly
eased if the burden of debt were to be removed from the standholders," said
Professor Hoernlfe. "For, then they could reduce the rent of their
t e n a n t s . " ) .

What the historical evidence suggests, most of all, is that housing as a c o n o d i t y
(financed by private bonds) was a key factor in the class configuration of Alexandra.
And although Alexandra was relatively unusual in having freehold status (which dated as
far bick as 1 9 1 2 ) , it did indeed, then and now, serve as a kind of model for
developments elsewhere. As one study of the earlier period found, "Johannesburg
property speculators, estate agents, building societies and construction firms had
mobilised and were lobbying for a policy of home ownership and massive state financed
bui tding programmes" (Wilkinson, 1981. cited in Hendler, 1 9 8 6 : 4 5 ) . Even as the major
financial and landed capitalists had feared Alexandra as a site for investment in the
1940s and 1950s (its status was highly uncertain due to Johannesburg Council efforts to
have the township r e m o v e d ) , they were following their class interests In attempting to
construct the conditions there and elsewhere for long-term accumulation via the
commodi f i cat i on of township housing.

The efforts of the established building societies to change the underlying legal
and environmental conditions in Alexandra failed. Subsequently, the state's decision in
1963 to transform Alexandra into a hostel city for 20 000 male and 5 000 female workers
-- and the concomitant mass expropriation of homes -- replaced ownership with rental
status, thus deeply affecting the politics of subsequent township protest. Although
thousands of Alexandra residents were displaced between the 1960s and 1979 (the
population dipped to 40 000 in 1 9 7 3 ) , urbanization pressures intensified in the
Transvaal such that the illegal squatter sector of the population generally increased
steadily from the mid-1970s, and shack dwellings sprouted in most backyards. In 1974,
with just 950 freehold properties in black hands (down from a peak of 2 5 0 0 ) , Rev. Sam
Buti founded the Alexandra Township Residents Liaison Committee, which later became the
Save Alexandra Party.

Though Buti claimed responsibility for Pretoria's 1979 reprieve -- which allowed
Alexandra to maintain itself as a part-family-based, part-migrant labour-based township
-- the decision probably had more to do with the problems of building hostels in
Alexandra and with the shift in state strategies towards urbanization more generally as
signified by the acceptance of the Riekert and Wiehahn Commissions. Buti cooperated in
the West Rand Administration Board's development of a master plan for Alexandra in
1980, one which involved large-scale supposedly-temporary displacement of residents.
Intense community resistance developed over the next few years -- initially from the
Alexandra Residents Association and subsequently from the Alexandra Youth Congress and
Alexandra Action Committee (AAC) -- finally forcing then-mayor Buti to resign in 1986.
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P R E P A R I N G THE G R O U I O FOR H O U S I N G FINANCE

D e s p i t e the i n t e n s e c o m m u n i t y p r e s s u r e on local a d m i n i s t r a t i o n and t h e
i l l e g i t i m a c y of the central s t a t e ' s s t r a t e g y , b o t h q u i t e o b v i o u s from the e a r l y d a y s of
A l e x a n d r a ' s redevelopinent, c e r t a i n e l e m e n t s of p r i v a t e capital had b e g u n some t e n t a t i v e
s t e p s t o w a r d s A l e x a n d r a in the e a r l y 1 9 8 0 s . T h e i r e f f o r t s w e r e , it m u s t be said, p u n y
in c o m p a r i s o n to the flood of capital that i n u n d a t e d A l e x a n d r a at the end of t h e
d e c a d e , but i d e o l o g i c a l l y , they w e r e not i n s i g n i f i c a n t . S o m e i n i t i a l c h a r i t a b l e e f f o r t s
must have a p p e a r e d to the d o n o r s as m e r e l y that (eg, the Star n e w s p a p e r ' s Uplift in
A l e x a n d r a c a m p a i g n w h i c h g a t h e r e d p r i v a t e and c o r p o r a t e f u n d s for b u i l d i n g h o u s i n g and
a m e n i t i e s ) , w h i l e o t h e r e n d e a v o r s w e r e c l e a r l y g e a r e d to the l o n g - t e r m d e v e l o p m e n t of.
A l e x a n d r a as a site for capital a c c u m u l a t i o n . M o r e s e r i o u s , in t h i s r e s p e c t , was t h e
n o n - p r o f i t A l e x a n d r a D e v e l o p m e n t Fund, w h i c h g a t h e r e d t o g e t h e r c o m p a n i e s w h o s e
i n t e r e s t s in A l e x a n d r a r a n g e d from c o n t r a c t i n g w o r k to n e w retail m a r k e t s . Among t h e
A D F ' s t h i r t y m a j o r c o r p o r a t e s u p p o r t e r s w e r e the Perm, First N a t i o n a l and N e d b a n k . (The
ADF has b e e n a leading force in p r o m o t i n g m i d d l e - i n c o m e h o u s i n g for s a l e at cost or
t h r o u g h small s u b s i d i e s , and a r r a n g e d the c o n s t r u c t i o n of 130 h o m e s t h r o u g h a Rl mn
r e v o l v i n g fund in its first full y e a r of o p e r a t i o n . ) O t h e r h u g e c o r p o r a t i o n s saw t h e
i m p o r t a n c e of s m o t h e r i n g A l e x a n d r a with m o n e t a r y s u p p o r t . The P r e m i e r G r o u p d o n a t e d
R 1 0 0 0 0 0 , and South A f r i c a n B r e w e r i e s c h i p p e d in R55 0 0 0 . B a r l o w Rand f o u n d e d t h e
A l e x a n d r a E n t e r p r i s e C e n t r e as "a b r e e d i n g g r o u n d for our f u t u r e b l a c k m a n u f a c t u r e r s
and i n d u s t r i a l i s t s " ( J o c h e l s o n , 1 9 8 8 : 1 6 ) . The " P r o g r e s s , t h r o u g h E m p l o y m e n t " p r o g r a m m e
of the A l e x a n d r a a d m i n i s t r a t o r and b u s i n e s s e s a i m s for a m o r e r e a l i s t i c a u d i e n c e of
f u t u r e small b u s i n e s s p e r s o n s , and has been g i v e n s u p p o r t by F i r s t N a t i o n a l B a n k and
o t h e r big c o m p a n i e s . E a r l i e r , FNB (then B a r c l a y s ) had p r o v i d e d a R 5 0 0 0 0 0 loan for an
old a g e h o m e ( S t a r . 4 / 8 / 8 2 ) . N e d b a n k o f f e r e d f i n a n c i n g to A l e x a n d r a 1 s c r e c h e s
( F i n a n c i a l H a i l . 2 0 / 5 / 8 8 ) . All this w a s b a c k e d f i r m l y by t h e s t a t e , w h i c h well
u n d e r s t o o d the need to impose free e n t e r p r i s e v a l u e s upon its s u b j e c t s a n d a l s o to b a c k
away from a direct role in h o u s i n g d e v e l o p m e n t .

"In t h e past y e a r s , " H u n k a H k h a l i p e and Buti o b s e r v e d in a 1 9 8 5 n e w s p a p e r c o l u m n ,

" t h e g o v e r n m e n t has placed an i n c r e a s i n g o n u s for b l a c k h o u s i n g on the
p r i v a t e s e c t o r . H o w e v e r , t h e r e are still m a n y o b s t a c l e s to be o v e r c o m e
b e f o r e the p r i v a t e sector can p a r t i c i p a t e m e a n i n g f u l l y in t h i s p r o c e s s . The
a v a i l a b i l i t y of land, 9 9 - y e a r l e a s e h o l d r e g i s t r a t i o n p r o c e d u r e s and t h e
s u r v e y i n g of plots have also h i n d e r e d p r i v a t e s e c t o r i n v o l v e m e n t , but lack
of f i n a n c e is the hub of the p r o b l e m " ( A l e x a n d r a C h r o n i c l e . D e c e m b e r 1 9 8 5 ) .

It was not until after Buti's forced r e s i g n a t i o n as A l e x a n d r a m a y o r and a f t e r t h e
s t a t e had s m a s h e d the AAC that p r i v a t e s e c t o r h o u s i n g f i n a n c e w i l l i n g l y e n t e r e d t h e
t o w n s h i p . Not only had A l e x a n d r a been a most v i v i d e x a m p l e of p o l i t i c a l i n v e s t m e n t risk
d u r i n g the 1 9 8 5 - 8 6 H i t w a t e r s r a n d u p r i s i n g s , e v e n the s u r r o u n d i n g w h i t e a r e a s w e r e
f e e l i n g the p i n c h . At the peak of unrest in April 1986, 8 0 % of n e i g h b o r i n g M a r l b o r o ' s
b u s i n e s s e s (which e m p l o y e d many A l e x a n d r i a n s ) w e r e b o a r d e d up, and h o u s i n g p r i c e s in
w h i t e s u b u r b s n e a r b y b e g a n f a l l i n g by as m u c h as 1 0 % in a m a t t e r of w e e k s (Financi al
H a i l . 1 1 / 4 / 8 6 : C i t i z e n . 8 / 5 / 8 6 ) .

When the state r e a s s e m b l e d its A l e x a n d r a f o r c e s f o l l o w i n g t h e M a y - J u l y 1986 s i e g e
under the r u b r i c of a m i n i - j o i n t m a n a g e m e n t c e n t r e ( J H C ) , it d e c i d e d that a l o n g s i d e
r e p r e s s i o n t h e r e roust be a m o r e f o c u s s e d e f f o r t to p r o v i d e f u n d s for u p g r a d i n g
A l e x a n d r a ' s e x i s t i n g legal r e s i d e n t i a l b a s e . The n e e d s had b e c o m e a c u t e , for 8 0 % of the
t o w n s h i p w a s w i t h o u t s e w a g e or e l e c t r i c i t y , o n l y the ma in t h o r o u g h f a r e was t a r r e d , and
o n l y 1 0 % of the s t r e e t s were lit. A l t h o u g h two t h i r d s of A l e x a n d r a s h a c k d w e l l e r s w e r e
born in the t o w n s h i p or have lived t h e r e m o r e t h a n two d e c a d e s ( I D A S A F a c t s h e e t on
A l e x a n d r a , circa 1 9 8 9 ) , a S e p t e m b e r 1986 p l a n by E s k o m e n g i n e e r s p o i n t e d out w a y s in
w h i c h s e r v i c e s for just 9 2 , 0 0 0 p e o p l e (less than half the e s t i m a t e d p o p u l a t i o n ) c o u l d
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be p r o v i d e d . E s k o m s u g g e s t e d m a i n t a i n i n g the t o w n s h i p ' s e x i s t i n g g r i d - b l o c k layout
r a t h e r than c o n t i n u i n g w i t h the 1980 p l a n ' s c o m p l e t e o v e r h a u l ( H a l b i g , 1 9 8 7 ) , and o n
housi ng r e c o m m e n d e d . "Swift m o v e m e n t to pr i v a t e o w n e r s h i p on the b a s i s of p e r m a n e n t
t i t l e , s o that o w n e r s c a n assist local a u t h o r i t i e s in c r e a t i n g o r d e r , p r o m o t i n g
c l e a n l i n e s s , l i m i t i n g c r i m e and p r e v e n t i n g s q u a t t i n g . " In the w o r d s of a m i l i t a r y
o f f i c e r on the A l e x a n d r a J M C , "We b e l i e v e that if a p e r s o n o w n s his own h o u s e , he wiJ1
not t o l e r a t e s t o n e - t h r o w i n g or p e t r o l - b o m b i n g in the v i c i n i t y " ( G u a r d i a n . 1 / 5 / 8 9 ) .

So w i t h AAC l e a d e r s in jail on t r e a s o n c h a r g e s ( w h i c h u l t i m a t e l y c o u l d not b e
s u c c e s s f u l l y p r o s e c u t e d , t h a n k s in part to keen i n t e r n a t i o n a l a t t e n t i o n ) , u p g r a d i n g
b e g a n in e a r n e s t , with t h r e e p h a s e s of i n f r a s t r u c t u r e p r o v i s i o n s l a t e d to c o s t R 1 3 9 m n .
The new a m e n i t i e s i n c l u d e a post o f f i c e , c l i n i c , p u b l i c p h o n e s , m a s t l i g h t i n g , t a r r e d
r o a d s , a nd some s e w a g e s e r v i c e s , w i t h p l a n s for m a j o r r e c r e a t i o n a l f a c i l i t i e s .
A c c o r d i n g to St e v e B u r g e r , w h o m a n a g e d the t o w n s h i p f o l l o w i n g t h e 1986 a r m y o c c u p a t i o n .

"By the end of 1 9 9 0 , A l e x a n d r a will boast the c o m p l e t i o n of full s e r v i c e s
to the t o w n s h i p . The t r a n s f o r m a t i o n is u n b e l i e v a b l e . Old h o u s e s a r e b e i n g
r e f u r b i s h e d and sold o f f , w h i l e b r a n d - n e w h o u s e s a r e be ing b u i l t in the old
A l e x a n d r a as well as on the new e x t e n s i o n on the e a s t o f the J u k s k e i R i v e r .
C i v i c p r i d e is a l s o e v i d e n t , as r e s i d e n t s use t h e g a r b a g e cans t h a t h a v e
b e e n p r o v i d e d by the R S C " ( f i n a n c i a l H a i l . 1 9 / 1 / 9 0 ) .

For the s t a t e . J o c h e l s o n ( 1 9 8 8 : 1 4 ) c o n t e n d s , " A l e x a n d r a ' s p r o x i m i t y to w h i t e
a r e a s , U s s y m b o l i c v a l u e as an area of m i l i t a n t p e o p l e ' s p o w e r , a nd i n t e r n a t i o n a l
a t t e n t i o n f o c u s e d on the t r e a s o n t r i a l s , [ m a d e ] the t o w n s h i p a p a r t i c u l a r c h a l l e n g e . "
And from the s t a t e ' s p o i n t of v i e w , the new plan a nd its i m p l e m e n t a t i o n h a s been
l a r g e l y s u c c e s s f u l in m e e t i n g the c h a l l e n g e .

The p r i v a t e s e c t o r d e v e l o p e r s w h o m o v e d in to t a k e a d v a n t a g e of the r e d e v e l o p m e n t
of A l e x a n d r a included SH G o l d s t e i n , G o u g h C o o p e r H o m e s , T r i - T i m e H o u s i n g , Alex H o m e s
F o r e v e r , John S h a w C o n s t r u c t i o n , and R a b i e P r o p e r t y D e v e l o p e r s . S t o c k s and S t o c k s is
d e v e l o p i n g s h o p s , p r i v a t e o f f i c e s and a m u n i c i p a l o f f i c e in the town c e n t r e of Ol d
A l e x a n d r a . New land a v a i l a b l e on the East Bank of the J u k s k e i R i v e r w a s q u i c k l y s o u g h t
by T r i - T i m e , R a b i e , LTA C o m i a t , S c h a c h a t C u i l u m , Basil R e a d , H a b i t e c h , H o m e s 2 0 0 0 ,
M i n r a v I n t e r n a t i o n a l (an Israeli f i r m ) . P e r m a n e n t D e v e l o p m e n t C o r p o r a t i o n (of the Perm
b u i l d i n g s o c i e t y ) , and the U r b a n F o u n d a t i o n ' s FHA H o m e s . U l t i m a t e l y , R a b i e and its
a f f i l i a t e s M u r r a y and R o b e r t s got the l i o n ' s s h a r e of t h e E a s t B a n k , and did all t he
i n f r a s t r u c t u r e p r o v i s i o n . H u r r a y and R o b e r t s o f f e r e d a " L e a r n W h i l e You Earn
H o m e b u i l d i n g C o u r s e " for A l e x a n d r a r e s i d e n t s . T he 2 5 0 ha Far East Bank w a s eyed
h u n g r i l y by d e v e l o p e r s in ea r l y 1 9 9 0 , w i t h e x p e c t a t i o n s t h a t 6 00 0 new u n i t s w o u l d be
built by the p r i v a t e s e c t o r for low-, m i d d l e - and h i g h - i n c o m e r e s i d e n t s (see F i g u r e 1 ) .

H e n c e the ground had been p r e p a r e d for the p e n e t r a t i o n of f i n a n c i a l c a p i t a l in
A l e x a n d r a T o w n s h i p . The v a l u e of r e s i d e n t i a l b u i l d i n g p l a n s p a s s e d in 1986 w a s R601
0 0 0 ; R 9 3 6 0 0 0 in 1 9 8 7 ; and an e x t r a o r d i n a r y R 1 9 . 6 m i l l i o n in 1 9 8 8 . T he v a l u e of
co m m e r c i a l p l a n s went from R625 000 in 1986 to R 3 7 2 0 0 0 in 1987 to Rl,l m i l l i o n in
1988 ( D a v i e s , B r i s t o w & A s s o c i a t e s , 1 9 8 9 : 1 4 ) . F i n a n c i a l i n s t i t u t i o n s q u e u e d up to m a k e
loans in o n c e - f o r b i d d e n A l e x a n d r a .

THE PENETRATION OF HOUSING FINANCE

M o s t of the A l e x a n d r a m o r t g a g e a c t i v i t y r e c o r d e d at the P r e t o r i a d e e d s o f f i c e
t h r o u g h May 1989 (such r e c o r d s begin in ea r l y 1 9 8 8 ) s u p p o r t e d the R 4 0 m i l l i o n h o u s i n g
d e v e l o p m e n t in the East B a n k . This r e f l e c t s not o n l y the c a p a c i t y of d e v e l o p e r s to
tr a n s f o r m e m p t y space into h o u s i n g c o m m o d i t i e s -- a l r e a d y o c c u p i e d s p a c e r e q u i r e s
d i s p l a c e m e n t of e x i s t i n g r e s i d e n t s , in m a n y c a s e s - - but a l s o the d i f f i c u l t y in formal
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s u r v e y i n g of the Old A l e x a n d r a s t a n d s . Host s u r v e y i n g of Old A l e x a n d r a took p l a c e
through aerial p h o t o g r a p h y , and this -- p l u s the added filing costs p a s s e d on to b u y e r s
-- m a d e it d i f f i c u l t to transfer houses to freehold s t a t u s . East Bank h o u s e s are
f r e e h o l d , w h i l e all of the Old A l e x a n d r a h o u s e sales w e r e l e a s e h o l d s t a t u s .

The leading issuer of m o r t g a g e b o n d s in A l e x a n d r a t h r o u g h Hay 1989 w a s the
c o m b i n a t i o n of the Perm, NedPerm, SA Perm, and Kedbanx ( " N e d p e r m " ) , w i t h 262 l o a n s .
A l l i e d had 198, n e a r l y all of which w e r e in the East B a n k . Figure 2 is a b r e a k d o w n of
the v o l u m e of each lender's a c t i v i t y . Of 57 h o m e s that had m o r t g a g e s of m o r e than R80
0 0 0 , N e d p e r m a c c o u n t e d for 4 1 , including the l i o n ' s s h a r e of residential loans g r e a t e r
than R100 0 0 0 . But N e d p e r m also granted many m o r t g a g e s of around R20 0 0 0 , and even one
as low as R10 0 0 0 . The South A f r i c a Housing T r u s t ' s K h a y a l e t h u Home L o a n ' s loans w e r e
c o n s i s t e n t l y in the R30 0 0 0 r a n g e , while most other l e n d e r s a v e r a g e d R 4 0 - R 5 0 0 0 0 .

Of about 15 0 0 0 d w e l l i n g s in Old A l e x a n d r a , the C o u n c i l still o w n e d 9 0 0 0 or s o in
m i d - 1 9 8 9 , of w h i c h 2000 w e r e s t r u c t u r a l l y s o u n d and 3 0 0 0 c o u l d be m a d e sound, a c c o r d i n g
to B u r g e r (Weekly H a i 1 . 6 / 8 / 8 9 ) . W h i l e a r e c e n t court d e c i s i o n against the Council has
t e m p o r a r i l y halted h o m e sales, the e f f e c t s of e a r l i e r s a l e s are a l r e a d y a c u t e . By
S e p t e m b e r 1989, B u d l e n d e r ( 1 9 8 9 : 9 - 1 0 ) could report that "The most s t r i k i n g p r a c t i c a l
c o n s e q u e n c e of the sales has been a d e m a n d by the p u r c h a s e r s for s h a r p l y i n c r e a s e d
r e n t " from t e n a n t s ; indeed, "in m a n y cases the ' t e n a n t s ' wi 11 in effect pay the full
p u r c h a s e p r i c e , and w i t h i n a r e l a t i v e l y s h o r t period.", Bud lender's Legal R e s o u r c e s
C e n t r e d o c u m e n t e d a large number of e n o r m o u s rent i n c r e a s e s -- from the R 1 0 - 2 0 r a n g e to
R 5 0 - 1 5 0 r a n g e . T h u s , says H z w a n e l e M a y e k i s o ,

"A class of p e t t y b o u r g e o i s is being d e v e l o p e d in A l e x in the form of h o m e -
o w n e r s and s t a n d - o w n e r s . These p e o p l e in turn e x p l o i t their t e n a n t s . They
c h a r g e high r e n t a l s and p e o p l e are not h a p p y with t h i s s i t u a t i o n " (Work in
P r o g r e s s 59, J u n e / J u l y 1 9 8 9 ) .

A s i d e from C o u n c i l house s a l e s , p r i v a t e h o u s i n g d e v e l o p m e n t in A l e x a n d r a is
p r o g r e s s i n g r a p i d l y , e s p e c i a l l y the c o n s t r u c t i o n and s a l e s of flats in huge m u l t i - f l o o r
a p a r t m e n t b l o c k s . S i x t y - f o u r b l o c k s w e r e p l a n n e d ( H o u s i n g in S o u t h e r n A f r i c a . D e c e m b e r
1 9 8 8 ) , and by late 1 9 8 8 , 28 (housing 702 f a m i l i e s ) w e r e u n d e r c o n s t r u c t i o n , s u p p o r t e d
by the National H o u s i n g C o m m i s s i o n . (The R 2 4 mn c o n s t r u c t i o n c o n t r a c t went to SH
G o l d s t e i n , with the m a s s p r o d u c t i o n of c o n s t r u c t i o n m a t e r i a l s such as wall p a n e l s m o v e d
from A l e x a n d r a itself to nearby Lombardy West [Star, 1 7 / 1 1 / 8 8 ] . ) A c c o r d i n g to a K a y e -
E d d i e e s t a t e agent and d e v e l o p e r , her c o m p a n y had built and sold three b l o c k s of 56-
unit a p a r t m e n t s in the centre of Old A l e x a n d r a by J a n u a r y 1990, and four m o r e b l o c k s
w e r e p l a n n e d . F i n a n c i n g for the flats was p r o v i d e d by A l l i e d B u i l d i n g S o c i e t y , in w h o s e
n e a r b y O r a n g e G r o v e o f f i c e K a y e - E d d i e is l o c a t e d . The loans i n c o r p o r a t e the s t a t e ' s
f i r s t - t i m e h o m e b u y e r s u b s i d y , and in J a n u a r y 1990 c a r r i e d a 1 7 , 5 * interest r a t e . For
R21 600 b a c h e l o r flats in the b u i l d i n g s , with a 1 0 % d e p o s i t paid (some d e p o s i t s w e r e as
low as 5 % ) , the m o n t h l y bond payment was R 2 2 3 , and thus A l l i e d and K a y e - E d d i e r e q u i r e d
a m i n i m u m R800 per m o n t h family i n c o m e . For two b e d r o o m R 4 0 200 a p a r t m e n t s , the m o n t h l y
payment was R314 and R 1 0 0 0 per month i n c o m e was r e q u i r e d . For three b e d r o o m R55 500
a p a r t m e n t s , R439 was the m o n t h l y payment and R 1 2 0 0 the m i n i m u m m o n t h l y i n c o m e . Yet
m a r k e t r e s e a r c h data compiled by LHA M a n a g e m e n t C o n s u l t a n t s suggest that o n l y 2 0 % of
A l e x a n d r a r e s i d e n t s earn the m o n t h l y income r e q u i r e d by A l l i e d for the b a c h e l o r f l a t s ;
1 0 , 5 % the two b e d r o o m flats; and 4,3% the t h r e e b e d r o o m f l a t s . F u r t h e r m o r e , after
s u b t r a c t i n g s u b s i s t e n c e level living costs and i n c o m e t a x , it is clear .from LHA d a t a
that even this select g r o u p cannot really a f f o r d the A l l i e d m o n t h l y bond p a y m e n t s .

Old A l e x a n d r a is also w i t n e s s i n g an i n c r e a s i n g a m o u n t of p r i v a t e singl e - f a m i l y
h o u s i n g c o n s t r u c t i o n and s a l e s , which are again d e p e n d e n t upon h o u s i n g f i n a n c e .
J o h a n n e s b u r g - b a s e d TIHE Housing is one of the m a j o r d e v e l o p e r s . In a c o m p a n y b r o c h u r e ,
TIHE brags that "We w o r k with all major B u i l d i n g S o c i e t i e s with p a r t i c u l a r l y s t r o n g
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l i n k s w i t h t h e S A P e r m , N B S , S a a m b o u a n d t h e A l l i e d . W e w e r e a l s o o n e o f t h e f i r s t
h o u s i n g c o m p a n i e s t o o f f e r S t a n d a r d B a n k b o n d s f o r t h e C o l o u r e d , A s i a n a n d B l a c k
p o p u l a t i o n g r o u p s . " O n e T I M E e m p l o y e e n o t e d t h a t i n d i v i d u a l f i n a n c i n g f o r t h e
c o m p a n y ' s r a n g e o f R 4 7 0 0 0 t o R 6 S 0 0 0 h o u s e s w e r e t y p i c a l l y 5 * d e p o s i t b o n d s g r a n t e d b y
N B S a n d t h e P e r m ( i n t e r v i e w w i t h a u t h o r ) . W i t h i t s a f f i l i a t e T r i - T i m e H o u s i n g ( w h i c h
i n c l u d e s b l a c k e n t r e p r e n e u r s ) , T I M E w o r k e d o n a j o i n t v e n t u r e t o b u i l d 5 0 " q u a l i t y "
h o m e s o n 1 3 t h S t r e e t , a n d a c c o r d i n g t o i t s m a n a g i n g d i r e c t o r is a i m i n g t o m o v e f r o m i t s
c u r r e n t u p m a r k e t c l i e n t b a s e t o b e l o w R 2 5 0 0 0 . " I n t h i s r a n g e , " s a y s T I M E M D H i k e
G r a h a m , " t h e S A H o u s i n g T r u s t o f f e r s s u b s t a n t i a l a s s i s t a n c e i n t h e f o r m o f s e r v i c e d
l a n d " ( S u n d a y T i m e s . 9 / 4 / 8 8 ) . In a d d i t i o n t o T I M E , o t h e r O l d A l e x a n d r a d e v e l o p e r s
i n c l u d e A l e x H o m e s F o r e v e r , A l g e m e n e O i e n s b u r o v i r K e r l i k e B e p l a n n i n g , O n t w i k k e l i n g e n
B e s t u u r a n d J o h n S h a w C o n s t r u c t i o n . G o u g h C o o p e r ( o f S M G o l d s t e i n ) b e g a n a 1 0 7 - h o u s e
c o m p l e x n a m e d " A l e x a n d r a M e w s " in O l d A l e x a n d r a in M a r c h 1 9 8 9 , p r i c e d i n i t i a l l y at R 7 4
0 0 0 b u t r e p r i c e d at R 5 0 - 6 0 0 0 0 .

In t h e A l e x a n d r a C o u n c i l ' s a t t e m p t t o i m p o s e n e w i n t r a t o w n s h i p c l a s s r e l a t i o n s ,
t h e E a s t B a n k w a s t h e f i r s t t e s t i n g g r o u n d ; 2 8 h o u s e s w e r e c o n s t r u c t e d t h e r e i n a 1 9 8 6
p i l o t s c h e m e . A s e a r l y a s M a r c h 1 9 8 6 , t h e f a r - s i g h t e d d e v e l o p e r s M u r r a y a n d R o b e r t s h a d
g a i n e d E a s t B a n k d e v e l o p m e n t r i g h t s f r o m t h e J o h a n n e s b u r g C i t y C o u n c i l ( w h i c h t h e n
o w n e d t h e l a n d ) , s o l o n g a s a " M i l l i o n a i r e s ' R o w " b u f f e r z o n e ( a n d l a t e r , a g o l f
c o u r s e ) w o u l d s e p a r a t e t h e E a s t B a n k f r o m n e i g h b o r i n g w h i t e L o m b a r d y . M u r r a y a n d
R o b e r t s b e g a n d e v e l o p i n g 6 3 0 s t a n d s in A p r i l 1 9 8 8 G w i t h f o u r t e e n d i f f e r e n t h o u s e
d e s i g n s ) , o f w h i c h 5 1 1 in t h e f i r s t p h a s e c o s t a n e s t i m a t e d R 4 0 ran ( a r o u n d R 8 0 0 0 0 p e r
h o u s e ) , f o r w h i c h t h e c o m p a n y r e c e i v e d s u b s t a n t i a l i n f r a s t r u c t u r a l s u b s i d i e s f r o m t h e
S o u t h A f r i c a n H o u s i n g T r u s t . A n o t h e r 3 3 4 s i t e s w e r e p l a n n e d b y t h e S A H T f o r " l o w -
i n c o m e " h o u s i n g o n 1 9 0 sq m e t r e s t a n d s , a q u a r t e r o f t h e s i z e o f t h e M i l l i o n a i r e s ' R o w
s t a n d s . T h e H o u s i n g T r u s t h o m e s , j u s t 4 0 s q m e t r e s in s i z e a n d b u i l t a t v e r y l o w
s t a n d a r d s , w e r e p r i c e d a t R 2 0 0 0 0 i n 1 9 8 9 a n d f i n a n c e d b y t h e T r u s t ' s K h a y a l e t h u H o m e
L o a n s , w h i l e a r e l a t i v e l y c h e a p M u r r a y a n d R o b e r t s h o u s e o n t h e E a s t B a n k w a s R 4 5 0 0 0
( o f w h i c h R 1 2 0 0 0 w a s f o r t h e s e r v i c e d p l o t ) , a n d f i n a n c e d b y p r i v a t e f i n a n c i a l
i n s t i t u t i o n s .

T h e E a s t B a n k ' s d e v e l o p m e n t h a s o f f e r e d t h e s t a t e a n d c a p i t a l s o m e p a r t i c u l a r
l e s s o n s o n w h a t w o r k s a n d w h a t d o e s n ' t w o r k in t h e t o w n s h i p r e s i d e n t i a l
d i f f e r e n t i a t i o n . A c c o r d i n g t o H e n d l e r ( 1 9 8 9 : 1 0 8 ) ,

" T h e d e v e l o p m e n t o f t h e p r i v a t e m a r k e t [ i n t h e E a s t B a n k ] c o m p l e m e n t e d t h e
u p g r a d i n g o f t h e o l d s e c t i o n o f t h e t o w n s h i p , w h i c h f o r m e d p a r t o f t h e
J o i n t M a n a g e m e n t C e n t r e s t r a t e g y f o r t h e a r e a . T h e c r e a t i o n o f a n u p - m a r k e t
e l i t e a r e a w o u l d d o v e t a i l v e r y n e a t l y w i t h t h e N a t i o n a l M a n a g e m e n t S e c u r i t y
S y s t e m ' s s t r a t e g y t o d e f u s e t e n s i o n in A l e x a n d r a , a n d t o c r e a t e t h e b a s i s
f o r s o c i a l s t a b i l i t y t h e r e . "

F u l l y t w o t h i r d s o f t h e E a s t B a n k ' s 7 0 0 h o u s e s w e r e s e l l i n g , i n l a t e 1 9 8 8 , f o r R 5 0
0 0 0 o r a b o v e , w i t h a q u a r t e r h i g h e r e v e n t h a n R 8 0 0 0 0 . " A l t h o u g h t h e t o p e n d is a
l i t t l e t h i n , " R a b i e H o u s i n g ' s m a n a g i n g d i r e c t o r t o l d B u s i n e s s D a y , " s a l e s h a v e g o n e
d o w n e x t r e m e l y w e l l w i t h A l e x a n d r a r e s i d e n t s . " T h e n e w s p a p e r a l s o l e a r n e d f r o m M u r r a y
a n d R o b e r t s ' h o u s i n g d i r e c t o r t h a t " U p - m a r k e t p r o j e c t s w i l l f u l f i l l a v i t a l f u n c t i o n o f
m o t i v a t i n g t o w n s h i p r e s i d e n t s t o w a r d s a b e t t e r l i f e s t y l e , " a v i e w c o n f i r m e d b y a n
A l e x a n d r a h o m e o w n e r : " H a v i n g s o m e t h i n g t o s t r i v e f o r is g o i n g t o c h a n g e e v e r y t h i n g f o r
u s " ( B u s i n e s s D a y . 1 7 / 1 1 / 8 8 ) .

S u c h s e n t i m e n t s a r e t h e c l a r i o n c a l l f o r a m i d d l e - a n d u p p e r m i d d l e - c l a s s E a s t
B a n k c o m m u n i t y t h a t A l e x a n d r a r e s i d e n t P a s c a l D a m o y i d e r i s i v e l y l a b e l s " a f i v e s t a r
l o k a s i e . . . m e a n t f o r t h e t o w n c l e r k s , c o p s a n d t e a c h e r s . T h e p r o j e c t a i m s t o c r e a t e a
p o p u l a t i o n o f a c t i v e , e m p l o y e d a n d s k i l l e d p e o p l e , a f r a i d o f l o s i n g t h e i r e x p e n s i v e
h o u s e s , t a m e d , a n d e f f e c t i v e l y c o n t r o l l e d " ( W o r k i n P r o g r e s s 4 4 , 1 9 8 7 ) . T h e l a r g e l y
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upmarket East Bank is certainly a launching pad from which a successful programme of
political pacification can begin.

Following the development of the entire East Bank, the next area for Alexandra's
expansion is the much larger 260 ha strip known as the Far East Bank. This area abuts
the white area of Lombardy, hence the Johannesburg City Council's demand that any
development there be buffered by a golf course. In addition to the obvious desire of
Murray and Roberts to continue its East Bank building, there were two other major
players expressing an interest in development on the Far East Bank in early 1990. The
first was the Development Bank of Southern Africa, which was developing plans for
partially-subsidized site and service provision for 2000 sites on a small strip of land
on the Far East Bank's northern boundary. According to a DBSA official, the stand size
would be approximately one quarter a normal stand, and building materials would also be
subsidized, bringing the total cost to the resident to around R5 000, not including
sweat equity. Negotiations hinged on the willingness of the council to support this
option in exchange for forbearance on a RS4 million DBSA loan, and on the capacity of
the DBSA to act as, in the official's words, an "honest broker" between council and the
Alexandra Civic Organisation (ie, the new AAC) (interview with author, 22/1/90).

The second potential actor in Far East Bank housing is AC0 itself, potentially
using funds for a cooperative housing land trust made available by the pension and
provident fund holdings of the National Union of Metalworkers of South Africa. This
latter project, along the lines of the community-controlled cooperative models of
housing decoaaodification Swilling (1990) refers to, offers perhaps the best hope for
concrete popular opposition to the urbanization of capital through housing finance in
Alexandra. But in a more confrontational vein, there are other township challenges to
financial capital emerging elsewhere: the phenomenon of "bond boycotts" arose from
Blue Downs in the Western Cape in 1989 and spread ominously, leading Planning and
Provincial Affairs Minister Hernus Kriel to agonize to Parliament in mid-1990,

"If bond repayments are not made, financial institutions involved in
providing home loans will have no alternative but to refuse to finance
black housing, I want to call on black leaders to stop these actions.
Nobody, but nobody can benefit from such an attitude." (Business Pay.
22/5/90)

IV. CONCLUSION

Whether g r a s s r o o t s resistance to financial c a p i t a l ' s penetration of t o w n s h i p s
stiffens in coming months and y e a r s , or, as in the U S , only after the full e f f e c t of
housing v a l o r i z a t i o n and devalorization and r e s i d e n t i a l differentiation are felt,
decades down the road, is in the hands of the civ i c a s s o c i a t i o n s and mass d e m o c r a t i c
movement leaders who are presently g e a r i n g up for neg o t i a t i o n s with the state
{bringing with them demands that include n a t i o n a l i s a t i o n of b a n k s ) . What can be learned
from the preceding evidence?

• If South Africa's financial e x p l o s i o n is, at some level, the dri v i n g
force behind the penetration of h o u s i n g finance into t o w n s h i p s , this is
extremely d i s t u r b i n g . Throughout h i s t o r y , the p r o b l e m of a rising financial
sector delinking from a shrinking p r o d u c t i v e base has been dealt with
conclusively only one way: w i d e s p r e a d d e f a u l t s and general financial
c o l l a p s e (Clarke, 1 9 8 8 ) . Black b o r r o w e r s will be least able to wi t h s t a n d
the s e v e r e shake-out and austerity that a r i s e s from the ban k s ' f r a n t i c
search for co l l a t e r a l .

* N o n e t h e l e s s , housing finance will p r o v i d e the overriding logic for
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t o w n s h i p d e v e l o p m e n t in the n e a r f u t u r e . T h e A l e x a n d r a e x p e r i e n c e s u g g e s t s
that s t a t e i n t e r v e n t i o n -- b o t h t h r o u g h b a l d r e p r e s s i o n and " w i n n i n g h e a r t s
a n d m i n d s " -- r e m a i n s c r u c i a l to p r e p a r e t h e g r o u n d for h o u s i n g f i n a n c e ;
but it a p p e a r s that t h i s will g e n e r a l l y p r o c e e d a c c o r d i n g to a p u b l i c -
p r i v a t e p a r t n e r s h i p m o d e l t h a t s u b s i d i z e s l a n d e d a n d f i n a n c i a l c a p i t a l (eg,
t h e S t e y n F u n d ) . T h e i s s u e t h e n b e c o m e s to w h a t d e g r e e t h e c o n c o m i t a n t
p r o c e s s e s of c l a s s d i f f e r e n t i a t i o n , r i s i n g l a n d and h o u s i n g c o s t s ,
d i s p l a c e m e n t of t e n a n t s , and c o m m u n i t y d i s i n t e g r a t i o n can be c o n t a i n e d by
p r o g r e s s ! v e f o r c e s .

T h i s a r t i c l e h a s m e r e l y o u t l i n e d t h e p r o b l e m s o f t o w n s h i p h o u s i n g w i t h i n t h e
c o n t e x t of t h e f i n a n c i a l e x p l o s i o n . B e f o r e l a s t i n g s o l u t i o n s a r e f o u n d , p o p u l a r
s t r u g g l e on t h e t e r r a i n of h i g h f i n a n c e m u s t i n t e n s i f y , w h e t h e r or n o t t h i s c o n f l i c t s
w i t h n a t i o n a l i s t s t r a t e g i e s of b r i n g i n g on b o a r d all p o t e n t i a l d e m o c r a t i c a l l i e s (eg,
l i b e r a l f i n a n c i e r s ) . H e r e , US c i v i c a s s o c i a t i o n s , t r a d e u n i o n s , s t u d e n t s a n d t h e a n t i -
a p a r t h e i d m o v e m e n t m a y h a v e s o m e l e s s o n s to i m p a r t ( B o n d , 1 9 8 7 , 1 9 9 0 a , 1 9 9 0 b ) . F a i l i n g
t h i s , it w o u l d be q u i t e n a t u r a l for t h e g e n e r a l p a t t e r n of US u r b a n d e v e l o p m e n t -- w i t h
its s y s t e m i c m i x of p o s t m o d e r n f o r t r e s s e s for t h e r i c h s u r r o u n d e d b y e x p a n d i n g s l u m s
a n d o v e r p r i c e d s u b u r b s -- to r e o c c u r in an e v e n m o r e d a m a g i n g a n d p o l a r i z i n g w a y in
t h i s c o u n t r y , a s c e n t r a l b u s i n e s s d i s t r i c t s h a r b o u r u n c o n t r o l l e d f i n a n c i a l s p e c u l a t i o n
a n d as a p a r t h e i d t o w n s h i p s b e c o m e f r e e m a r k e t f r e e - f o r - a l l i n v e s t m e n t z o n e s , t h e n e e d s
of t h e m a s s e s of p o o r and w o r k i n g p e o p l e b e d a m n e d .
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