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Abstract

This research report addresses the challenges facing local government in making land
available for affordable housing. It seeks to establish what challenges the three leading South
African metropolitan municipalities of Johannesburg, Cape Town and eThekwini face in their
attempts at making land available for affordable housing.

Affordable housing is defined in this research as the housing market segment for households
earning between R3500 and R10,000 per month, which is usually referred to as ‘the gap
market’ and which represents housing opportunities in the price range between R100,000 and
R400,000. Many studies have argued that a combination of historical and policy options that
have evolved in the post apartheid South Africa has caused this sector of the housing market
to be conspicuously under-catered for by the private housing sector and as a result of
Government’s focus on low income ‘RDP’ housing.

This research, specifically focuses on obstacles to land availability.

The research is exploratory in intent and qualitative in its approach. It relies on desktop
research, supplemented by in-depth interviews of 16 strategically placed government and
private sector representatives of the housing sector.

The research reviews literature which touches on the concepts and debates relating to the
complexity of accessing urban land for housing, from both international and local
perspectives. Access to land for housing is a complex web of interacting factors, with intense
debates surrounding the need for regulation or not. Affordable housing in a competitive urban
environment fails due to its weak financial basis.

The research arrives at the conclusion that the land question is particularly complex in South
Africa arising from its clear but cumbersome policy and legislative framework. From a
political and institutional perspective the research points out that there is the need to
understand the political processes that impact on land and housing. Another finding is that
there is obstructive use of legislation and, together with a reluctance to implement policy,
significantly contribute to curtailing access to land for affordable housing

The research concludes that the impediments result from a mixture of factors that include (i)
the availability of land, (ii) the political, policy and legislative processes involved in its
acquisition, (iii) the nominal and mandated roles of the metropolitan authorities and the
private sector, (iv) the interplay between the regulated and non-regulated markets, (v) local
human resource capabilities and administrative matters across the spheres of government, in
particular within the municipalities for dealing with cumbersome administrative steps and
processes which require many people to deal with land transactions, and (vi) the obstructive
use of legislation.

Finally the observation is made that there is the need for a concerted effort to understand,
confront and remedy these complex interacting factors to enable affordable housing to find its
place in the housing spectrum.
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Chapter One: Introduction, the problem and research context

1.1 Introduction

This chapter introduces the purpose of the research and why it is essential for this research to
be explored. It starts by defining affordable housing and states why it is a problem to service
that market. The affordable housing market is defined with a view to understanding where is
it’s origin, what it represents and how land issues influence delivery for that market segment.
The three main problems discussed are: The Breaking New Ground (BNG) policy of
Department of Housing’s performance in delivery for affordable housing; government and
private sector supply of land to meet the demand of affordable housing; and municipal
inability to making land available due to many complexities. The research investigates the
land availability challenges facing South African local government in delivering affordable
housing. The research addresses complexities relating to current systems and mechanisms,
regulatory and institutional issues, and further explores how they contribute to the problem of
housing in the three major South African urban centres, namely, Cape Town, Johannesburg,

and Durban.

1.2 Putting Affordable Housing into Context - Definition

Housing “affordability’ is concerned with
“securing some given standard of housing at a price or rent which does not impose, in
the eyes of some third party (usually government) an unreasonable burden on
household incomes...... affordability is assessed by the ratio of chosen definition of
housing costs to a selected measure of household income in some given period”
(Maclennan and Williams, 1990:9-10).

In Britain, the United States and Canada, a commonly accepted guideline for housing

affordability is a housing cost that does not exceed 30% of a household’s gross income

((Maclennan and Williams, 1990).

The same definition applies within the South African context. For example, the Department
of Housing emphasizes that there should be no households which spend more than 30% of
their household income on housing (DOH, 2004). A household has to demonstrate that they
will be able to afford monthly installments over a certain period, and usually the proportion

of the household income required to service the loan is 30% Therefore, affordable housing is



defined in this research as ”low income housing programmes with emphasis on the housing
market segment for households earning between R3,500 and R10,000 per month, which is
usually referred to as ‘the gap market” (Rust, 2006) and represents housing opportunities in
the price range from R100,000 up to a maximum of R400,000. A recent study by Finmark
Trust (cited in Rust, 2004) demonstrates that real gaps in the housing ladder fall within this
market, as it has not previously been given attention by government (ABSA, 2007).
According to the new subsidy policy (DOH 2004), this housing sector (or the “lower middle
class’) is eligible for a deposit subsidy when accessing loan finance for housing.

The shortage in housing in this market segment in South Africa was considered to be
approximately 650 000 units, and growing at the rate of 132 000 units per annum, with no
delivery of new units, particularly for ownership (Rust, 2006). From Figure 1 below, this
research describes the gap market as being households with incomes between R3,500 and
R10,000. It demonstrates that housing affordability is limited- a family whose income is
R7,500, can only afford monthly re-payments of R1,875. When that repayment is compared

with the general housing market, there is no supply, or supply is limited. The same is true
for households with incomes of approximately R 3500. .

Figure 1: Gap housing, affordability and supply
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1.3 The Problem and its Context

A survey by the South African Institute for Race Relations (SAIRR, 2006/2007),
demonstrates that there is generally a shortage of housing to meet the current backlog and
that the shortage affects the ‘gap market’, as there are households which are too rich to
qualify for a government subsidy, yet too poor for a conventional housing bond. The banking
sector on the other hand, considers that houses are not built at a rate that would meet demand
which, , is due to delays by local authorities in providing and proclaiming suitable land, and
installing infrastructure, and establishing services Business Day (10 July 2006; 20 September
2006).

The shortage of the development of affordable opportunities is noted in this research with
concern. This gap in the market is increasing, as the focus of government has been to deliver
houses to people currently residing in informal settlements through fully subsidized low cost
housing. The private sector concentrates on the higher end of the market. The scarcity and
servicing costs of suitable land also contributes significantly to the situation. The effect of
this shortage is that a considerable number of families, within the ‘affordable market’
segment, find it impossible to procure and own a house, or upgrade from a rental unit to
home ownership. This effectively forces many within this income range to remain in rental
or subsidized housing units, despite the fact that they can afford and are often keen to

upgrade and purchase a home within the affordable market segment (Rust, 2004).

The point of departure of this research is that one of the underlying problems of the housing
market is the availability of land to facilitate provision of affordable housing. The problem
areas derived from the above observations are summarized below:

1. The Breaking New Ground (BNG) policy (DOH, 2004) has not demonstrated success in
terms of changing the status quo in housing delivery in South Africa. BNG has not
accelerated housing provision at the rate expected in order to meet the housing backlogs
and addressing issues of sustainable human settlements. In the annual report of the DOH,
a review of BNG , makes it clear that at this early stage, the policy has not helped in
accelerating delivery (NDOH, 2006). For example, the presentation by Chief Director of
Department of Housing, Chauke, on the challenges of delivery of the BNG policy
indicate the following challenges:

“....slow process of the release of land — which relates to the identification,
acquisition, assembly and release of state-owned and private land in terms of revised

3



procurement framework has proved to be a slow and complex process; and gaps
between the introduction of new policy measures, legislation, guidelines and
procedures and their application including a lack of institutional coherence around
key aspects such as the introduction of beneficiary contributions” (DoH, 2007).

2. The gap in the supply, in line with the demand for lower middle income housing, is
increasing without the initiatives to address the growing numbers. Landsberg (2005)
states that the repeal of the Group Areas Act has increased demand in well located
suburbs. However, investment in the middle to lower end property market has declined.
This then makes it impossible for the demand to be met. The City of Joburg SDF (CoJ,
2008:38) states that;
‘low and middle-income housing delivery (credit-linked subsidy and entry-level
mortgage housing) has almost disappeared over the four years, decreasing from 5,081
units (63% of total supply) in 2000 to 1,434 (19% of total supply) in 2003. This
supports anecdotal evidence that many private sector developers have exited the
market in view of its limited profitability-arising both from the limited value of the
capital subsidy and general affordability issues (notably the difficult of buyers to
access mortgage finance). An additional factor is the lack of available, affordable land
within the City’s boundaries for larger scale subsidized housing development’.

The study by Finmark (Rust, 2006), see also figure 2 below, provides an analysis and

indication of factors which contribute to the undersupply of affordable housing.

Figure 3: An analysis of Affordable housing Supply

- Critical undersupply of affordable housing
Limited delivery overall (less than 200 000 units total in four years;
delivery of ‘affordable’ units less than 20 000 annually)
Developer focus on higher income, townhouse developments
Affordable resale property markets are improving in churn but slow
Banking Association estimates shortage of 650 000 units, and a need
for delivery of 132 000 ‘affordable’ units annually to address shortage
by 60% in 5 years.
Reasons for undersupply relate to limited margin realisable by
developers given high costs of delivery (i.e. delays, input costs (land,
materials, labour), administrative constraints (i.e. no estate agents)
and capacity constraints), and low affordability
Critically, no low cost or incremental delivery options other than the
subsidy

= Dramatic property price escalations in new and resale
market put most housing out of reach of even moderate
income borrowers
Rapid rise in luxury and high cost housing now shifting to lower cost
segment
Ironically, access to finance fans the fire

Source: Rust (2006)
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3. Municipalities are reluctant to dispose of land for low income housing due to:

e Difficulties imposed by the legislative framework around procurement of land, the
Municipal Finance Management Act (MFMA), and the Provincial Finance
Management Act (PFMA).

e A reluctance to dispose of land at reduced prices for the development of affordable
housing, as they would prefer to dispose of land for commercial to increase income.
Minister Sisulu, in a recent interview with The Times (2008), stated that:

“...despite a massive housing backlog of more than two million units, municipalities
are holding on to millions of hectares of prime commonage land which is supposed to
be used to assist local residents or have already sold it to private developers despite a

countrywide moratorium on such land sales”.

Minister Sisulu argues that tens of thousands of hectares suitable for affordable
housing may have been lost due largely to a combination of soaring land values and
dwindling council revenues.

e The lengthy process related to administrative blockages and red tape to finalise the
sale of land to developers and township registration processes.

e The majority of land is not suitable for housing, as all large and potentially strategic

portions of land have already been sold by municipalities.

1.4 Aim of the Research

This study seeks to address the problems in the context of metropolitan municipalities in
South Africa. The aim of the research is to investigate land and issues related to making it
available and ready for the development of affordable housing i.e. acquisition, procurement
(legislative issues), and township establishment, selling to the private sector and
administrative issues across the spheres of government. These challenges are investigated to

understand them clearly and recommend ways of overcoming them.

The research focuses on the ‘land’ issue and how the actions of metropolitan municipalities
impacts on the availability of affordable housing. This, it would appear, is a serious inhibiter
to the rationalization and accessibility of the physical platform on which affordable housing
can find a foundation. Basically, this research investigates the challenges metropolitan
authorities face to provide for affordable housing ion a sustainable manner.



1.5 Research Questions

Primary Research Question:

What are South Africa’s metropolitan municipalities’ challenges in making land available for

affordable housing?

Secondary Research Questions:

e What are the critical aspects which make land for delivery of affordable housing
complex?

e What is the position of metropolitan municipalities and what policy strategies or
approaches would they adopt in order to overcome the bottlenecks to facilitate the release
and preparation of land for affordable housing?

e In what ways should government engage private owners in order to access the private

land market for affordable housing?

1.6 Proposed Solutions or Hypothesis

The research expected to find that affordable housing is inadequately addressed by both
government and the private sector and that there is a lack of collaborative partnership
approaches in addressing the challenge of land for housing. The research hypothesis is that
the affordable housing market is inadequately addressed due to difficulties experienced by
municipalities in making land available for the beneficiary market.

For a holistic, successful and sustainable outcome for affordable housing, municipalities have
to consider a diverse range of economic, social, and environmental issues and how these
factors interact with each other in a given context. However, it would be beyond the scope of
this research to consider all factors at any depth or detail. Therefore, the focus of this
research is on determining the challenges related to planning, regulatory and institutional
issues, which affect the availability of land for affordable housing.

1.7 Research Methodology

It is argued that this research is exploratory in intent. Therefore the methodologies applied
are qualitative relying on desktop research for document analysis. Grey literature was
reviewed in order to understand municipal processes on issues related to making land

available and these issues were further confirmed through interviews.



Secondary data and information was collected from journals, conference proceedings,

municipal reports, specialist surveys, expert reports, views and web-based information

systems and case studies. Most of the information was obtained from the internet and the

university library.

In addition, 16 qualitative interviews were conducted with various institutions, targeting

persons in strategic positions who were able to provide relevant information. The majority of

interviews (11) were conducted on a one-on-one basis, guided by prepared questions based

on the research questions set out in section 1.5 above. Two interviews were conducted by

sending a questionnaire, and one interview was telephonic. Table 1 below outlines the target

groups interviewed. Appendix 1 provides full details of the interviews. The interviews are

analyzed and discussed in chapters 4, 5 and 6 of this report.

Table 1: Categories of interviews Conducted

Categories of interviews Interviews | Target people (interviewees)
Government representatives (national | 3 Senior official from Department of Local
and provincials) Government and Traditional Affairs in KZN
responsible for land legal matters.
Department of Land Affairs
Department of Housing
Private sector representatives mainly | 4 General Manager, Basil Read-Cosmo City
targeting private developers, housing Project
companies which deliver housing in the CEO of SOHCO
affordable market range — mixed housing
developments. Project Manager of Johannesburg Housing
Company
CEO of Johannesburg, Social Housing Company
Housing Financial Institutions 2 General Manager of Nedbank Affordable

housing Scheme

Project Manager for gap housing financing,
National Housing Finance Coorporation (NHFC)

Municipal Officials

Land Assembly Manager at Ethekweni

Head of land disposal at City of Cape Town

Director: Housing Project Support, City of
Joburg

Deputy Director of Land Procurement Legal
issues in City of Joburg

Real Estate Manager at Ethekweni

City of Joburg, Planning Department

Municipal Entities

Joburg Property Company




1.8 Scope and Limitations of the research

The limitation of this research is that the scope of work did not allow for either an in-depth
review of the problems, or for detailed study of all the metropolitan areas. Responses
received in the three local authorities did not have the same level in detail, as it was not easy
to get the same level of documentation. As a result, the challenges defined are not entirely

balanced across the three cities.

In some instances, no comments were given on some of the questions asked during
interviews.  However, the research sought to draw lessons from different sources,

contextualizing these as far as possible.

While the focus of this research is on land for affordable housing, the literature and my
personal experience in the housing sector, indicate that the issues raised in most instances
relate to housing programmes in general, including housing for the poor. However, | make
distinctions in the report on how different challenges are specific issues relating to affordable

housing.

This research is relevant as it has drawn on the experiences of the three largest local
authorities and contextualized these challenges within the body of literature, to permit a clear
understanding of the challenges which South African local authorities face. The research
seeks to contribute to existing knowledge that aims to understand these challenges. The
research highlights these issues, with the intention of creating an understanding of these

challenges and to create a platform for further research into finding solutions.

1.9 Outline of the research report

The remainder of this search report is structured as follows:

The second chapter contains the literature review and covers theories, concepts, and
approach in relation to the challenges of land. The first group of literature is related to the
concept of affordable housing and explaining the challenges. The second group of literature
deals with addressing issues of land. This chapter also traces the theories that shed light on
the urban land markets. It draws on international case studies and literature that addresses the

issues of land and affordable housing conceptually.



Chapter 3 looks at urban land issues in the context of South Africa. It reviews the historical
background that has contributed significantly to the current urban land issues. It
contextualizes urban land issues within the South African urban environment. It reviews
national policies on land as well as legislation and policies relating to land. It defines the role
of government in land markets and it reviews current land markets. Finally, the chapter
introduces three most important urban centres in South Africa. These are the Johannesburg,
eThekwini and Cape Town metropolitan municipalities. The nature of these urban centres is

discussed and the issues which present land challenges in each of these cities are highlighted.

The next chapter presents South African regulatory and planning challenges to urban land. It
reviews South African literature on planning processes related to land availability, namely,
Environmental Impact Assessment and Town Planning Schemes. It also reviews regulations
and legislative inconsistencies. The chapter makes reference to how these challenges affect
local government in the three metropolitan municipalities, based on responses obtained

through interviews, desk-top review and similar analyses.

Chapter 5 looks at South African political and institutional challenges experienced in the
three metropolitan municipalities. The chapter captures the South African literature on
political processes, the obstructive use of inconsistent legislation or administrative reluctance,
the municipal economy and the land market, and institutional disjunctions in dealing with
land. The chapter makes reference to how these challenges affect local government in the
three mentioned metropolitan municipalities based on information obtained through

interviews and desk-top review.

Chapter 6 outlines the emerging solutions based on information obtained during the
interviews. The chapter gives an indication of what municipalities can do in dealing with the
land availability challenge. It discusses how council can commit itself, policy amendments
which may be made, deficiencies in land audits and land registers, the search for infill land,
land availability agreements versus the sale of land, ring fencing land for gap housing, land
swaps, and land discounts. It also discusses what needs to be done outside government,
ncluding providing incentives for the private sector to make land available, the acquisition of
land in private ownership, the expropriation of land, and how to deal with the complexities
facing the private sector to make projects financially viable.



The final chapter synthesizes the research findings. It provides overall conclusions from each
chapter. It refers to the literature review and identifies the significance of the findings and
analysis, in relation to the identified challenges. The chapter identified issues which remain
key challenges, to create an understanding for players in the sector and possible research
which needs to be undertaken in addressing the challenges.

1.10 Conclusion

The affordable housing market has been defined as a ‘gap’ market that presents challenges in
the delivery of housing for this market range The main research question is ‘what are South
African metropolitan municipalities’ challenges in making land available for affordable
housing?” The research will raise questions and provide answers which aim to aid

understanding of the complexities of the delivery of land for affordable housing.
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Chapter Two: Literature Review - Concepts and Debates Relating to Urban Land

2.1 Introduction

The objective of this chapter is to review literature on urban land issues internationally. These
issues include, but are not limited to, urban land markets, regulatory frameworks, challenges
in access to land and competing demands. The purpose of the review is to understand land
availability issues internationally with the view to framing the study within the existing body
of literature. The study aims to define urban land markets and its dynamics in relation to
making land accessible for affordable housing. Embedded land market concepts are described
and analyzed. The broad objective is to understand the concepts applied in explaining the
land market dynamics in relation to land availability for affordable housing.

2.2 Understanding the Urban Land Markets

There is no holistic definition of land markets. Land markets are described as a combination
of various human activities and factors. “A land market is defined as a framework in which
those seeking land, and those owning or controlling land, are brought into transaction in order
to effect access to land by the land seekers” (Rust et al; 2005). Land markets exist
everywhere where there is a need for land. Demand and supply principles of the market exist
irrespective of the formality or informality of land markets.

Kironde (2000) defines land market as a framework in which those seeking land, and those
owning or controlling land, are brought into transaction in order to affect access to land by
the land seekers. The World Bank (2004) expands: “Urban land markets play a critical role in
shaping urban development outcomes—determining the location, density, forms and price of
residential, commercial and industrial development. Urban land markets are driven by both
demand and supply factors. On the demand side, population growth, income, and level of
economic activity determine how much land is demanded to support development. Urban
land supply is determined by topography and physical conditions, patterns of land ownership,

availability of infrastructure—roads, water, electricity—and government regulations”.

According to Farvacque and McAuslan (1991, p. 1) as cited by Rust et al (2005), the demand
for urban land is affected by household income, capacity for saving, access to credit and the
number of people who want to hold land as an investment. The supply is affected by the

spatial pattern of infrastructure, topography, the willingness of landowners to make land
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available on the market, and government restrictions on the use of land (e.g. zoning). The
land market is not homogenous. Actors are diverse and may have conflicting agendas.

Highlighted above is the impact of demand and supply factors influencing global land
markets. They also inform the importance of studying and understanding ‘urban land
markets’ as a concept. The economic forces of supply and demand are dominant features of
land markets. These features inform the availability of land for affordable housing. They
either promote exclusion, or hinder the inclusion of the poor into urban land markets.
Hanstad et al (2004) state that, left alone, land sale markets fail to transfer enough land to
meet the needs of poor households that have the desire and ability to buy land.

The concept of urban land markets has not received sufficient attention in the analysis of the
processes of access to land in Africa and elsewhere (Kironde, 2000). Kironde (2000) further
asserts that this is perhaps because both colonial and post-colonial policy makers believed
that market transactions in land did not take place within African societies. This is a
misleading conceptualization of African land issues. Phillips (1989) as cited by Kironde
(2000), states that customary tenure, under which Africans were considered to hold land, was
seen by colonialists as the complete negation of freehold or other individual forms of tenure.
He further argues that customary tenure was considered to be ‘communal’ or ‘tribal’, and
‘traditional’, that is, non-dynamic. Yet, in actual fact the customary tenure system is a
dynamic and an effective system. Armitage (1998), states that in Papua New Guinea
customary tenure is a dominant form of tenure, being some 97% of the nation’s land. The
corollary is that the 3% of land held in alienated title (freehold and leasehold) is the locus of

economic activity and of most urban development.

However, African land markets share similar traits with the international trends in land
issues. Kironde (2000) furthermore deals with general understanding of urban markets in
Africa. He explores various policy instruments affecting supply and demand of land. These
will be discussed later.

Payne (1997) as cited by Kironde (2000), mentions five key instruments affecting supply of
land in Africa; property rights, land titling and registration, land use regulations, direct public
intervention including land acquisition, and the use of fiscal powers. However, Kironde

(2000) argues that the use of these instruments in African cities has largely been seen as a
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limiting factor to the supply of land. According to Kironde (2000), a well functioning land
market depends on adequate land information, secure tenure arrangements, and an
appropriate registration and recording mechanism. Notably, these are some of the

characteristics lacking in the African land market environment.

Rakodi (1999) states that in all cities, a dominant factor in residential property markets is the
exchange of the existing housing stock, and the purchase of new stock is minimal. However,
in most third world cities, rapid population growth necessitates more new housing
development, hence land is vital for new building, to cope with urban growth.

It is useful to briefly review the literature on changes in Chinese land markets. Qingshu
(1997) discusses the evolution of their urban land use system reform by analyzing the process
of reforms and the development of the legal framework relating to land and property markets
and identifies the principal issues in the urban land market in China.

Since 1949, the socialist public ownership of land and the system of non-payment for land
use was introduced by the nationalization of land and property and the abolition of private
ownership. Privately owned land did exist in urban areas but did not dominate the market
(Qingshu 1997). Even though some considered the previous urban land use system in China
to be fair and accommodative, Li Ning (1992a, p3) argues that major characteristics of the
pre-reform ‘urban land use system’ can be defined as "non-payment, indefinite and non-
flexible system” which leads to a serious waste of land, extreme inefficiency and a lack of

funding for urban infrastructure.

Ghanbari Parsa (1995) and Qingshu (1995b) agree that transformation and economic
restructuring towards a free market economy requires a reaffirmation of corporate and
individual rights to property. This cannot be achieved without the necessary legal framework,
which offers a guarantee of ownership and the necessary contractual security. This factor has
been duly recognized in the Chinese land market reform policy. Furthermore, they state that
before the amendment of the Chinese Constitution in 1982, there was no legal land market
operating in China since the mid-1950s. Needless to say, it was impossible for a land market

to operate without the relevant institutional and legislative framework.
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Qingshu (1995b) agrees that the analysis of the structure of the urban land market in China is
particularly difficult. This is largely due to the fact that there is an emerging urban land
market which has progressed rapidly since the start of the urban land reform programme. In
the developed and mature land markets in capitalist market conditions, different approaches
are available to help analyze the structure of the urban land markets. Qingshu (1995b)
attempts to make a linkage between various types of market systems and ‘urban land
markets’ as interrelated. For instance, a capitalist market system did not exist in China and

this has an influence on urban land markets.

The Colombian situation offers an insight into various factors influencing land markets and
land reform. Deininger, Castagnini and Gonzalez (2004), in comparing the effectiveness of
land markets and land reform in Colombia, found that rental and sales markets were more
effective in transferring land to the poor but productive producers, than was administrative
land reform. The fact that land transactions were all of a short-term nature and that little land
was transferred from very large to small land owners or the landless, suggested that there may
be scope for policies both to improve the functioning of land markets and to facilitate greater
land access by the most disadvantaged. This assisted in producing an analysis of the factors
associated with success in a sample of land transfers from large to small land users. This
analysis yielded informed identification of key elements for policies in both respects
(Deininger et al 2004).

There are various other factors influencing urban land markets beyond country specific
environments. Chiu, Turner and Whitehead (2007) explore the rapidly rising price of urban
land globally, the misallocation of land resources arising from constraints relating to title,
finance and regulation, the misspecification of prices and therefore opportunity costs
resulting in incorrect signals to major actors in development, the overwhelming importance
of infrastructure provision in both making land available and in organizing the relationship
between urban activities, the lack of potential for capturing land values for development and
service provision, and the different mechanisms that could be used in principle and practice
to provide the basis for sustained urban growth. They raise some of the critical debates in
urban land markets. After considering the above urban land use and market factors, Chiu et al
(2007) present the following conclusions:

e urban land systems are inherently inefficient if left entirely to the market — and these

market failures are large scale;
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e market failures can in principle be dealt with equally efficiently by regulation,
taxation, subsidy or direct intervention — which is likely to be the more effective,
depends on the specifics of the situation and cannot be assessed without examination
of the practicalities, and of the ways in which the different interventions interact with
one another;

e Interventions have important, and often negative, impacts on the distribution of
welfare — but so do market inefficiencies. Trade-offs always have to be made and
measures to improve efficiency may often need to be accompanied by measures to
improve distribution.

The supporting argument is that markets often exclude the poor from access to urban land,
thus hindering access to affordable housing (Chiu et al (2007).

Even though urban land market issues are often country specific, the factors influencing them
can be universal. The market approach of making land available has its shortfalls and is

influenced by various market forces such as demand and supply.

2.3 Urbanisation and Land Markets in Africa

Urbanization can be defined as the process by which an increased influx of people into urban
areas is experienced (Kok and Gelderblom, 1994). Africa, particularly sub-Saharan Africa, is
urbanizing fast. While Africa has a long tradition of urbanism which predates the colonial
era, colonialism introduced major changes that led to a rapid increase in both urbanization
and urban development (Kironde, 2000). The majority of African cities have not been able to
deal with this rapid rate of urbanization. The result of this inability of government to cater for
all the housing needs as a result of urbanisation, while this need cut across all the housing
programmes, the focus here is on affordable housing.

Ling, Ooi and Phua (2007) assert that the formation of slums need not be an inevitable part of
rapid urbanization. They agree that such an argument appears to be contradicted by evidence
of large slum populations in a large number of developing countries and particularly in
rapidly urbanizing regions like Asia. In their discussion it is evident that city authorities faced
with rapid urban development lack the capacity to cope with the diverse demands for
infrastructural provision to meet economic and social needs. Not only are strategic planning

and intervention major issues in any agenda managing rapid urbanization, but city
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governments are not effectively linking the economic development trajectory with the
implications for urban growth and hence housing needs. In their discussion they present a
case study in support of the argument that city governments have first to recognize, and then
act to establish the link that is crucial between economic development, urban growth, and
housing. This is the agenda that has been largely neglected by city and national governments
that have been narrowly focused on economic growth with the consequent proliferation of
slum formation as a housing solution. Their argument suggests that unless city and national
governments devise a mechanism to deal with rapid urbanisation and poor access to urban
land informal settlements will persist.
‘One billion people or one third of the world’s population is estimated to be living in
either slum or squatter settlements. The largest proportion of population living in
slums in the world is in the Asian region, which is also urbanizing at the fastest rate.
In 2001, Asia had 554 million slum dwellers or 60% of the world’s total’ (Ling et al,
2007:3).
According to UN-Habitat (2003) within the developing regions, sub-Saharan Africa had the
largest proportion of the urban population resident in slums in 2001 (71.9 per cent). The rate
of urbanization in Africa alone is alarming. The projected rate of urbanization, in Africa, is
estimated to be 47% by 2020 (UN-Habitat, 2003). These statistics raise concerns about
access to urban land for affordable housing. If anything, they question the very existence of
urban land markets and where they do exist, their effectiveness in ensuring access to
affordable housing.

2.4 Regulatory Framework Applicable to Land for Affordable Housing
This section defines regulatory frameworks and identifies how they bring about challenges to
making land available and states whether they are an issue of concern. In order to understand
regulatory issues applicable to land for housing, it is appropriate to first define the concept of
regulation, and why there is need for regulatory framework.
“Regulation can be conceived of as a rule or order of conduct prescribed by an
authority, either requiring or prohibiting certain behaviour for various purposes such
as health, safety or environmental objectives” (Payne and Majale; 2004, p25).
Regulations function well when they are developed into a framework of coherent regulations;
a ‘regulatory framework’. Thus, regulations form a key part of regulatory frameworks. Payne
and Majale (2004) state that a regulatory framework has a significant bearing on almost all
aspects of urban development. They further assert that under conditions of globalisation, a
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regulatory framework is one of the few tools available to governments to influence urban
land and housing markets, and the investment decisions of the private-sector developers. The
objectives of regulatory frameworks are often seen as instruments for protecting the

vulnerable groups in the society or sensitive ‘things’.

Payne and Majale (2004); Kironde (2004); Adusumilli and Shakdar (2004), have all
intensively discussed regulatory frameworks and agree on their significant contributions to
urban development. Their discussions produced the consensus that even though regulatory
frameworks are of significant importance, they often have challenges. These challenges are
equated to the fact that large portions of legislation, institutional structures, administrative
procedures and professional interest in developing countries continue to apply urban planning
and development control processes based on their former colonial masters such as Britain and
others. Consequently, regulations in developing countries often do not reflect the urban
development realities of developing countries. Thus, they lack flexibility and adaptability to
the local urban development circumstances. This bears a significant relevance to land and

housing markets. Land and housing markets need to have protective but flexible regulations.

The World Bank’s enabling approach to policy holds contrary views to the above in terms of
regulating access to land. World Bank policy plays a significant role in shaping international
housing and urban policy including that of UNCHS, development arms of western
governments and international consultants. The challenge with the World Bank’s enabling
approach is that it assumes that all land and housing transactions take place in a formal
market environment. However, evidence from many developing countries shows that
informal housing and urban land markets are dominant forms of access to urban land for

affordable housing.

Lall, Wang and Mata (2000) examined the effects of land use zoning and density regulations
on formal housing supply and slum formation across Brazilian cities between 1980 and 2000.
They developed a model of formal housing supply and slum formation where population
growth was endogenous and household migration decisions were influenced by intercity
variations in land regulations. They find that the elasticity of formal housing supply in Brazil
is very low, and comparable to those found in Malaysia and South Korea, which have less
regulated housing markets. Their analysis of land regulations shows that; (a) general purpose

zoning and land use planning improves performance of the housing market and stimulates
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formal sector housing response; and (b) lowering minimum lot size regulations increases
housing supply but is also accompanied by higher population density. On the other hand, they
found that population growth is faster than the formal housing supply response, leading to an
increase in slum formation. This suggests that policies that aim to reduce barriers for access
to land need to be accompanied by instruments that relax pre-existing distortions in the urban
land market. In the absence of these measures, pro-poor land regulations may in fact

exacerbate the slum formation problem.

According to Chiu, Turner, and Whitehead (2007) in the context of land use regulation per
se, there is an acceptance that regulation is necessary to address both market failures and
inequities. However, they voice deep concern that existing regulatory frameworks were
themselves so inadequate that they were doing more harm than good. In particular:

e There was little evidence of capacity to simplify existing systems and relate them
more to local circumstances — many systems had been transferred from developed
countries with little or no changes and so were completely inappropriate in terms of
standards, technology, materials, etc. As a result, the vast majority of building was
taking place outside the regulatory framework reducing the potential benefits of
planning;

e Systems were inflexible with not well defined mechanisms for change — resulting in
out of date regulations which could not readily take account of emerging
opportunities;

e Even in countries with apparently strong regulatory frameworks land title and
property rights were ill-defined increasing risks and reducing the capacity to invest in
the long term physical assets required for effective growth as well as the potential for
debt finance;

e There were high costs of enforcement, and inadequate and overstretched
administrative systems with little access to funding to develop better arrangements;

e The potential benefits of regulation in providing a framework for taxation of property
and development gains, and therefore finance for necessary infrastructure and
services, was not being realized;

e Systems tended to reinforce inequalities and exclusion by generating large scale
benefits to those able to develop within the formal sector while worsening conditions
for those without the resources to benefit;
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e It also increased the potential for speculation and manipulation of the regulatory
system by those with insider knowledge and adequate resources;

e Regulatory systems tended to be based almost entirely on constraining development
rather than providing a positive environment in which the major actors could respond

to opportunity.

Highlighted above are some critical challenges posed by regulatory systems in ensuring
efficient use of land in urban areas. In most cases, the regulatory systems are too rigid and do
not accommodate various stakeholders. Frequently they play a more preventative role rather

than a positive and an enabling role.

According to Payne (2000) in India the Urban Land Ceiling and Regulation Act of 1976
sought to bring large vacant private land-holdings under public ownership or control.
However, the increased demands that public ownership place upon the state have invariably
proved greater than the ability to develop and allocate lands according to needs, so that a
substantial proportion of urban populations were forced into the unauthorized settlements that
the policy was intended to prevent. Payne (2000), in his attempt to make sense of urban land
tenure systems, explores various tenure options available in urban areas. He also discusses
the World Bank’s policy on land tenure and property rights. He is critical of the Bank’s
Urban Strategy assertions which make limited reference to urban land tenure, except to
emphasise the need for ‘stronger property rights’ in real estate markets and “‘secure and clear’

tenure in upgrading projects.

Contrary to the above, Bertaud (2002) finds that government intervention — in the form of
regulations, infrastructure investments and taxation — has a direct negative impact on urban
land supply and on the demand for land, and therefore on the price of land and affordable
housing. Bertaud too refers to the 1976, Urban Land Ceiling and Regulation Act in India,
which introduced and imposed a ceiling on vacant land holdings for individuals and
companies. This ceiling was 500 square metres which then required land owners to register
their holding of land and surrender excess vacant land to government for compensation at a
particular rate. De facto, some regulations have the effect of allocating land administratively,
ignoring demand and costs and bypassing market mechanisms in allocating resources. Land

regulations are necessary to the proper functioning of markets but when poorly designed they
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can constitute a serious drag on economic development. Bremnan (1993) discusses India as a
case study on how land regulations can lead to negative effects if not properly developed and

applied. He also looks at the impact of regulations on the supply and demand for urban land.

The regulatory framework is a significant element where access to land for affordable
housing competes with other uses. Access to urban land markets for affordable housing exists
within a variety of competing demands. Financially, affordable housing has minimal capacity
to access land through unregulated land markets. To maintain a balance between competing
demands for urban land for other uses and land for affordable housing, the regulatory
framework needs to be developed and implemented. One needs to have an understanding of
what these competing demands are, and this is to what | now turn.

2.5 Competing Demands for Land

Land is a very important natural resource upon which development occurs. Within the urban
setting, land is used for various purposes and functions. Affordable housing is one of many
demands for land in urban areas. The obvious competition for urban land is between the
private and the public sector. The private sector’s demand for land is driven by the desire to
accumulate profits. The drive is supported by financial capacity, enabling the private sector to
access land within the market environment. Market principles often favour the private sector.
The private sector, however, is reluctant to participate in the delivery of affordable housing in
the developing countries.

Within the urban areas, there exists another dimension of competition for land: Ind for
residential use, land for commercial purposes, land for industrial and agricultural purposes,
i.e. the competition between different land uses. The example of Fourways in Johannesburg,
provides an example. Fourways is a mixed-use area located in northern Sandton. It is one of
the fastest growing areas within the Johannesburg metropolitan area. As an affluent area, it is
mainly characterized by formal developments such as up-market shopping centres, hotels,
low- rise office development, and ‘luxury’ residential complexes (Silverman and Zack,
2007). There is little space remaining for affordable housing in this area. Land is accessed
only by private developers and the property markets dictate that high-income residential
development, up-markets shopping centres, office parks and hotels are the prime competitors
for urban land. The fact that there are large financial benefits to the private sector from these
types of developments creates a skewed competitive demand for urban land. Affordable
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housing, with its low financial incentives, does not have a competitive edge (Silverman and
Zack, 2007).

Planact (2007) argues that land being used in higher income areas, such as Fourways, for low
rise development takes up precious land and reinforces apartheid-era segregation. This is
merely a consequence of competitive demand for urban land which works on the basis that

whoever has the most money, wins.

Competitive demand for land is often attached to land use priorities and profitability. In the
international literature, Dowall (1993) for example, states that developers and landowners
seek to maximize their profits by developing land to its maximum possible use, limited only
by land use and planning regulations. Frequently, affordable housing does not fit the profile
of being a priority. However, Dowall (1993) seems to miss the point when he argues that if
developers bid higher prices for land, more parcels will be offered for sale on the market, and
gradually the land market will expand to a new level of output meeting the increased demand
for housing, commercial or industrial space. If by ‘housing’ he is referring to high- income
housing, his statement has some degree of validity. However, affordable housing has
continuously been the victim of powerful market forces, including property prices and land
price speculation.

An argument emanating from the competing demand debate is that private development often
does not contribute to public benefits- profit maximisation is the ultimate goal. Planact (2007)
argues that currently, the private sector is often able to develop and manage land without
regard for the needs of the general public. Local governments are often unable to deal with
this problem because the tools to gain concessions from developers to meet social goals in the
public interest are inadequately developed.

Another dimension of competing demand exists within urban informal land markets. This is
an often forgotten and under-researched segment of land markets. Thirkell (1996) discusses
roles of various players in urban informal land markets and looks at the winners and losers
within this market segment in Cebu City, Argentina. He finds that increases in urban land
prices coupled with the slow delivery of plots through formal channels has made titled
property unaffordable to the urban poor and an increasingly less attractive option to middle-

income groups in many countries in the developing world. Consequently, informal land
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developments for housing in urban areas are gradually being taken up by middle-income
households. Low- income households loose out in the purchase and sale of land for housing
as a result. Thirkell introduces and describes the ‘downward raiding’ process as a result of
competing demands. The gist of Thirkell’s paper is that within the environment of urban
informal land markets, competing demands exist and the poor are often the losers.

In South African cities, the need for land for affordable housing competes with environmental
conservation. For example, in eThekwini, * land seen as important for inclusion in the
Durban Metropolitan Open Space System is frequently the same land that is desired for
housing, alternatively, environmentalists are wary of allowing low-cost housing development
close to sensitive areas that require preservation” (Todes, 2003:116). Todes (2003) further
argues, as do others, that the turn to neo-liberalism or market orientation has placed more
emphasis on economic development than on housing. Land which might have been identified
for housing is no longer considered, for fear of competing unsuccessfully with economic

activities such as tourism.

Finally, competing demand for land is influenced by local government’s need to create
revenue. In realistic circumstances, affordable housing makes a minimal contribution to local
government revenue creation. As a result, local governments are often pushed to allow urban
land to be competitively available in the market. As mentioned earlier, affordable housing
does not have a competitive edge in urban land uses.

2.6 Common Obstacles to Land Access
Access to land is an important step towards sustainable livelihoods for most urban poor in the
developing countries. However, there are various obstacles hindering access to land for the

urban poor. These obstacles are universal in nature.

“Access to serviced land for housing is one of the major problems faced by practically all
developing countries. In most cities of developing countries, the urban poor and even the
middle-income group often have to step outside the formal land market to gain access to land
and housing. Generally, in cities of developing countries the informal land market is much
bigger than the formal market. To improve the operation of the formal land marke4t it is
necessary to understand the constraints that are preventing it from operating efficiently. It

was found that finance; policies, regulation, laws and other instruments formulated to
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improve the efficiency of the land market have often themselves become constraints requiring
change. It is suggested that to overcome these constraints it will be necessary for
governments to recognize the informal market and work with it, rather than ignore or oppose
it as at present” (Sivam, 2002:15).

This paragraph pinpoints the exact obstacles in access to land. Finance, policies, regulations,
laws and other instruments constrain access to land. The list of all obstacles hindering access

to land in the developing world is by no means exhaustive.

A lack of financial power to access land through the market is one of the most common
obstacles particularly for the poor. Rigidity, and sometimes ambiguity, in policies governing
land generally exclude the poor from accessing land. According to the World Bank Report
(2003) land policies are at the root of social conflicts in countries as diverse as Cambodia and
Colombia, Zimbabwe and Cote d'Ivoire. Zimbabwe’s current political turmoil is living proof
of this. Political controversies, the complexity of land issues, and the fact that the benefits of

policy improvements do not accrue to people who are politically hinder reform.

Constraints to access to land can be, and are, country specific. Every developing country has
its own obstacles. These obstacles can be physical or practical. For instance, Bertaud (1997)
states that topography and land-use regulations severely restrict the land supply of Hong
Kong. Delays in clarifying and registering titles are constraints for private sector
developers (Kitay,1987). In some urban areas, there are extensive land holdings and
government policies have not assisted in dealing with this issue. This is most common in
many Asian countries, for example, Malaysia (Evers, 1983). In Pakistan, land conveyancing
is the main problem and presents difficulties in relation to establishing title to land, which
delays housing developments (Karda, 1991).

While the above demonstrates that common problems are administrative and technical due to
gaps created by policies, others argue that the lack of understanding of issues by people in
power make the problem considerably more difficult than envisaged. Angel, Archer,
Tanphiphat, and Wegelin (1983) state that
“the resistance to act decisively on land issues appears to stem either from the lack of
understanding on the part of those in positions of power and influence as to where
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action is really needed, or from their pursuit of short-sighted selfish interest while
compromising their social responsibilities” (Angel et al 1983:533)

Finally, at a seminar of sub-Saharan African countries held in Ghana in 1990, common
constraints inhibiting land delivery in the housing sector were classified into four categories
as follows:
“a) A long Process of land acquisition leading to frustration and diminution in the real value
of development funds. This is due to:
e Over-centralization of land transactions in the national capitals
e The many officials and other operations who need to be involved
e Cumbersome registration and other transition-validation procedures
b) High land prices due to:
e Low land supply
e Near monopoly situation of land owners in the traditional sector
¢ Qualitative attractiveness of land in the state/formal sector
¢) Poor Adjustment in the land market due to:
e The existence of dual land market in many countries in the sub-region; one in both
the State and informal sectors
e The low level of land supply in relation to demand
e The existence of non-economic considerations in land market such as traditions
beliefs and practices
e Poor documentation of regulations in the land market
d) Title Insecurity as a result of:
e Poor identification of lots
e Uncertainty of titles
e Multiplicity of owners in the land market” (UNCHS (Habitat), 1991:55).

The above review of literature demonstrates that the obstacles to accessing land for delivery
of housing as experienced in different countries, are larger and more complex than was first
envisaged. They can be categorised into: administration problems, regulatory problems,
planning problems, financial issues, legislative and policy framework, government

interventions, and political interventions.
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2.7 The Role of Government and Interventions in Land Markets

In order to deal properly with land for affordable housing and the role of government, we
must look at the general issues of housing the poor in the Third World We also need to look
at how government interventions facilitated access to land for affordable housing in other

countries.

Angel et al, (1983) propose three ways in which government can intervene and act on
housing issues. Firstly, by increasing the supply of land for housing the poor through
government policy instruments, This involves; appropriating vacant public land; the
compulsory acquisition of land; the exchange of land; the pre-emption of undervalued land,;
the acquisition of land in lieu of inheritance taxes; the grant of land in lieu of development

gains taxes; and the nationalization of land without compensation.

Secondly, government should facilitate access to land through increasing it’s participation in
land development, which may include the facilitation of processes to deal with: the
appropriation of development gains; combining infrastructure development with land
assembly schemes; housing the poor in land pooling and readjustment schemes; and cross
subsidies in land development projects. Land adjustment is described by Masser (1987) as a
technique which assists in facilitating development; it enables local authorities to provide
infrastructure at low cost; and it provides a benefit to landowners who have to give away
some of their property. Land re-adjustment has been used successfully in other countries such
as Japan and has helped in accommodating high levels or urbanization over the last 30 years
(Masser, 1987; Brennan 1993). Brennan (1993) argues that land readjustment is a successful
intervention as it involves only short-term public-sector landholding and results in good
improvements. The same has been advocated in other countries and has benefits, for example,
in Taiwan and in Indonesia, the land pooling has created patterns of land for housing and
reshaped the cities (Archer R. in Payne 1999). Figure 3 below demonstrates how land
readjustment and pooling assisted in creating more land. For example, on diagram ‘a’ plots
were skew and roads were uneven and in diagram ‘b’, formal roads have been created and
assisted in reshaping the parcels of land. This process has proved successful in both Taiwan

and Indonesia.
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Figure 3: Pattern of land parcels before pooling and after pooling in Taiwan and |Indonesia.
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A similar process, which is broader than land readjustment, is the Guided Land Development
Programme (GLD) adopted in Jakarta and other Indonesian Cities. The GLD programme
assisted in guiding development to the fringe areas by making serviced affordable urban land

available to low and middle income households on a large scale. (Brennan, 1993).

Thirdly, government has to develop a good land tenure system. It is argued by Payne (1996)
that a good land-tenure system is essential for countries which are committed to providing
affordable housing. A good land tenure system will ensure that there is a proper land-
surveying and registration system. It is also suggested that government can increase the
supply of urban land through the modernization of cadastral and land registration systems
(Brennan, 1993). Brennan (1993) argues that one of the reasons why local administrations in
most cities do not cope in dealing with growth is because they do not know what occurrs in
local land markets.

Fourthly, government should undertake a regular review of land policies and there must be
legislation for the acquisition of land to give government the power to utilize land for public
purposes ion instances where land owners had not yet taken steps to put it to good use.
Rakodi (1999) suggests criteria for assessing land policy on the basis of research which was
carried out in Zimbabwe. This research calls for need to apply the following criteria for

assessing land policy: (See table 2).
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Table 2: Criteria for assessing land policy

Efficiency

Equity

Tenure

Land-use planning and
regulation

Taxation

Public participation in
the land market

Does the system encourage a
smoothly functioning and responsive
land market in which adequate land is
available to accommodate urban
growth?

Does the system ensure a supply of
land for all urban uses, in appropriate
locations at reasonable cost and with
necessary services?

Is adaptable and able to cope with
urban growth and change?

Does the system generate local
revenue for general purpose and/or
finance expenditure on particular
services?

Is this revenue buoyant in relation to
growth or population and average
income?

Does the tax structure provide
disincentives to speculation and
keeping land vacant and incentives
for the efficient use of land?

Does public participation the land
market result in and improved supply
of land for new urban development,
generation or revenue to fiancé
infrastructure provision and improved
land-use planning of newly urbanized
land?

Does the system provide access to land
for all income groups and is it able to
recapture increments in value when
desirable?

Does the regulatory system impose
standards or other requirements that
inhibit the access of low-income groups
to land?

Does it provide a non-discriminatory
means of resolving conflicts between
uses and users of land?

Does the system reduce inequities in the
distribution of benefits from public
investment and actions, and increases in
land values?

Is land subdivided and serviced by public
authorities  or  public/private-sector
partnerships equitably distributed to all
income groups?

Source: Rakodi, 1994: p.74)

Fifthly, while the above suggest that government intervene in a more formal way, contrary
arguments suggest that government regulatory interventions impede land supply for low
income groups and limit the ability of developers to respond to the housing demand (Dowall,
1992).

complicated approval procedures limiting housing market competition by creating barriers to

Dowall (1992) argues that government’s regulatory intervention brings about
entry. He suggests that the focus should be on government familiarizing itself with land

issues in their own areas, as he argues that those who prepare land use plans normally do not

know what is going on in local land markets.
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He suggests that governments undertake urban land market assessments (AMA) of major
towns to establish whether the supply of serviced land is expanding to meet growing
populations. He says there is a need for the following questions to be answered;
e is the supply of urban serviced land expanding to meet the growing population
need?
e Which land uses are growing fast?
e Where is urban land conversion taking place?
e Are land prices increasing faster than the overall rate of inflation?
e How much land is being provided with minimum services needed for future urban
development?
e Which segment of the population does not have access to housing produced by the
formal private sector?
e Are specific public policies or actions constraining the land market?” (Dowall,
1991:24).

He argues that land market assessments tools could be used as a baseline estimate of future
urban land requirements so that governments can intervene in time instead of only focusing

on restrictive legislation.

Similarly, Soliman (1987), in a case study of Alexandra which examined land ownership,
land market and land acquisition procedures in relation to prices, demonstrates that informal
interventions by stakeholders who have a role in the provision of land are the best way of
making land available for the poor. This process can also be tested on making land available

for the middle -income groups.

Dowall and Clarke (1991) also argue for policy reform with the recommendation that
government concentrates on areas which are more critical and appropriate. Dowall and
Clarke (1991) argue that existing urban land policies require reform in order to be pro-poor.
Among other areas of concentration, they suggest a need for government policies to focus on:
decentralizing land management authority; deregulating land; curtaining public land
development agencies; and improving the efficiency of land market operations.

Lastly, the Global Strategy for Shelter to the Year 2000 (UNCHS (Habitat), 1991) urges
governments to change their approaches which will mobilize the resources of the private and
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non-governmental sector. This calls for public-private partnerships in the delivery of land for
housing, also been advocated by Payne (1999). In various case studies including two case
studies in South Africa, ‘Delft and Springfield Terrance in Cape Town, and a case study in

Alexandria in Egypt, it has been demonstrated that partnerships have assisted in:

Increasing the supply of urban land for housing;

e Improved efficiency of urban land markets

e Improved access to land for low-income groups; and

e Providing the basis for a more productive relationship between public, private and

third sectors.

Partnership approaches resulted in the following: Firstly, in the Egyptian example, informal
partnerships showed success in contributing in a sustainable manner to the supply of land .
The approach advocates that the public sector adopts informal methods to bypass official
procedures relating to regulations, but focus on realities in the communities which then
assisted in increasing land on a long-term basis. In Nadi El; “land was provided by both
public and private sectors, but created an efficient layout with a range of housing to suit
different needs. Economic activity serving local outside needs has flourished and provided
many people with local jobs” (Soliman, 1999:93).

In the Case of the Springfield Terrace project in Cape Town (reported by Dewar, in Payne,
1999), partnerships have assisted in making land markets accessible and accelerated the
supply of well located land which provided people the opportunity to live in inner-city land
close to employment and other social facilities. The Springfield project was a small but
“efficient use of land and medium densities created affordable housing and attractive

environment” (Dewar, 1999:75)

2.8 Urban Land Tenure Relating to Affordable Housing
Urban land tenure is defined as “the mode by which land is held or owned, or the set of
relationships among people concerning land or its product. Property rights are defined as a
recognized interest in land or property vested in an individual or group and can apply
separately to land or development on it” (Payne, 2001:416).
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In trying to understand urban land tenure for the ‘gap market’ it is important to look at policy
trends relating to urban land elsewhere. Rapid urbanization in most developing countries
results in competition for secure, serviced land. As a result, governments are under pressure
to formulate policies which will efficiently deal with land use to improve accessibility by the
urban poor (Payne 2001).

Recent trends in land tenure policy have demonstrated that national land ownership in many
countries is common. It is argued that most countries in sub-Saharan Africa had nationalized
all land and eradicated private freehold ownership. In India, urban ceiling land regulations
were applied to bring vacant private land holding under public ownership and control (Payne,
1996).

Private land markets are influenced by external factors which make it difficult for them to be
self regulatory, for example, rapid urban growth has led to a permanently high level of
demand which at the end increases prices of land. Also, because of competing interests for
land create pressures which further constrain policy. This makes it difficult for government

to offer free- hold title to the beneficiaries of public housing (Payne 2001).

It is argued that land tenure has an impact on land prices. Araby illustrates that land prices
vary between different sectors of supply, for example :
“private freehold land with formal tenure status tends to have the highest prices and
suffers the highest level of speculation in the market. Controlled public land has
medium prices but with high degree of speculation. Informal-hold land offers the
lowest land prices in the market” (Araby, 2003:454).

On the one hand, it is demonstrated that secure land tenure increases land prices as well as
increasing land speculation, as a result, one can conclude that formal land tenure has effect on
price increase in land which makes it difficult for the urban poor (Araby, 2003). On the other
hand Brennan (1993) argues that legalizing land tenure is a way of helping to increase the
urban land supply as lack of tenure security is seen as a major bottleneck in the efficient

function of land markets.

Kironde (2000) argues that customary tenure was incorrectly and misleadingly considered

non-dynamic. The reactions and perception towards communal tenure systems in South
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Africa, particularly in KZN, were no different to this. There are often arguments that this
system cannot function under the formal market environment. Bruce (2003) (cited in Kironde
(2005) argues that land was bought and sold even in the pre-colonial era. As alluded to in
Chapter 2, Mabogunje (1990) (as cited in Kironde (2005)) states that there are records of land
sales in many African countries (including Togo, Sierra Leone, Nigeria, Ghana, Madagascar,
Ethiopia, Senegal, Dahomey and Zambia) during the pre-colonial era. .

Therefore traditional land tenure systems can function under a market environment. This
leads to a suggestion that market rules and regulation need to become more flexible and
accommodative. Land policy has made little, if any, effort ,to accommodate traditional tenure

systems into the broader market environment.

For purposes of this research the ‘gap market’ implies secure tenure- essentially freehold or
sectional title ownership. It is argued that “state agencies seeking to assist the poor need to
put in place policies that facilitate their access to land with reasonably secure tenure”
(UNCHS (Habitat) 2001 p.85). It is further argued that the state needs to facilitate making
available loans for land as a way of creating security.  This points to the fact that while it is
important to give the poor security of tenure through regulation, formal tenure may further
constrainty land accessibility.

2.9 Conceptual Framework

2.9.1 Introduction of Theoretical Concepts

To conclude this chapter it is imperative that the literature is placed within a relevant
conceptual framework. The research will draw on the concepts of “enablement” and “new
urban management” in understanding the role of local government. These two concepts
acknowledge that land markets and affordable housing exists within a broader urban
spectrum. As cities grow bigger in size and in population there is a greater demand for
effective city governing systems.
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2.9.2 Enablement

The concept of enablement brought a shift away from a focus on production of individual
housing and replaced it with a focus on the concept of sustainable shelter which emphasized
the establishment of an enabling housing delivery environment (UNCHS (habitat), 1991).
Private sector land acquisition, nationalization and development controls have all been tried
as a means of stimulating the supply of land for housing and yet there is no city which has
been successful in meeting the demand for land for housing in a sustainable manner. Payne
(1999) argues that ‘enablement’ looks at public and private sector partnerships in addressing
issues of land for housing (Payne, 1999). 16 years ago, the Global Housing Strategies,
compiled on the initiative of the United Nations to address sustainable shelter, recognised it
was no longer sufficient for the public sector alone to solve the low-income housing problem
and a need to encourage partnerships with the private sector toward “an enabling strategy”
postulated (de Loor, 1992).

The concept of enablement focuses on redistributing responsibilities in order to share roles
between government and non-governmental sectors for efficiency (UNCHS (Habitat), 1991).
The concept of an ‘enabling’ strategy does not mean any diminution of governmental
responsibility for housing production and distribution. It is also argued that enabling
strategies would have to recognize and support the role of the informal sector and its unique
participatory mechanisms in the settlement development process, particularly in developing
countries (UNCHS (Habitat), 1987). The enablement approach is not a new concept in urban
development.
“The idea of enablement has its derivations in the political economy of
liberalism...... liberalism has economic elements based upon principles of market
dynamism and efficiency, orthodoxy in macro-economic management, and certain
prescriptions in politics of institutional conditions and property rights” (Pugh, 1994;
p.357).
The enablement approach is at the core of Habitat Agenda Il shelter policies of United
Nations Human Settlement Programme UNCHS (Habitat) (1996). Governments of
developing countries are expected to formulate and implement policies that promote an
enablement approach for the development, maintenance and rehabilitation of shelter in both

rural and urban areas. To achieve enablement, government at all levels should:
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e “Employ broad-based participatory and consultative mechanisms that involve
representatives from public, private, non-governmental, cooperative and
community sectors, including representatives of groups that are considered to be
living in poverty, at all levels in the policy development process;

e Establish appropriate processes for coordination and decentralization that define
clear local-level rights and responsibilities within the policy development process;

e Develop and support adequate institutional frameworks, especially for facilitating
investment in the supply of both rural and urban shelter by the private sector;

e Consider establishing priorities for the allocation of natural, human, technical and
financial resources;

e Establish and adopt a regulatory framework, and provide institutional support for
facilitating participation and partnership arrangements at all levels;

e Review and adjust, when necessary, the legal, fiscal and regulatory framework to
respond to the special needs of people living in poverty and low-income people;

e Promote the supply of affordable rental houses and the legal rights and obligations
of both tenants and owners” (UN-Habitat; 1996, p25-28)

The purpose of the enablement guidelines is to ensure that development, particularly in the
affordable housing sector and urban land markets, takes place within an environment where
communities play vital role. The World Bank’s (1992) “‘enabling markets to work’ approach
is central to the urban land and affordable housing markets.
“The global plan of action's two principal goals can be pursued at the local level
through an enabling process in which individuals, families and their communities
play a central role” (UNCHS, 1996:21).

According to Mayo and Angel (1993 as cited by Rust 2005), the enablement approach
encourages governments to increase market efficiency and thereby address equity by

streamlining regulation and reducing transaction costs.

2.9.3 New Urban Management
There are many debates on defining the concept of New Urban Management. A longstanding

advocate of urban management, Shabbir Cheema describes urban management as a “holistic
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concept aimed at strengthening the capacity of governmental and nongovernmental
organizations to identify policy and programme alternatives and to implement whit with
optimal results” (Cheema, 2004:17). It is further argued that urban management helps in

promoting integration in city development.

The concept of New Urban Management emerged in the mid 1980s. Governments at
different levels came with the message which emphasized achieving better value for capital
expenditures provide land, infrastructure and services for housing, and ways of dealing with
inefficiencies to accelerate the delivery of housing (Jones and Ward, 1994). The concept,
actively promoted by the World Bank, suggests a move from ‘urban projects’ to the New
Urban Management programms (Jones and Ward, 1994). The foci are on;ensuring that
shelter is made more affordable; ensuring that financing in the form of subsidies and private
sector loans is facilitated; emphasis is placed on urban planning for effective approaches to
land titling; and, developing land for housing. The role of government, in particular local
government, is recognized in infrastructure and housing delivery and the United National saw
itself assisting more than 250 decentralization activities in various countries through
municipalities, which to a great extent has promoted governance and the participation of civil
society (Campbell, 1991).

This concept of new urban management emerged with an increasing awareness for better
management of urban development in poor societies. The focus of the concept is on “how to
achieve better value for capital expenditures in providing urban services, utilities, land and
housing and how to cut wastage through removing efficiencies....” (Jones and Ward,
1994:8). From this approach, the New Urban Management Programme began in 1986 as a
way of raising professionalism in land management in the developing world. The NUMP
addresses the complete management of government programmes and is not based only on
individual projects. The priority issues emphasize removing constrains from the land market.
This coincides with the World Banks’ view of land markets, which argues in support of
‘management’ and not administration’, with an emphasis on institution building (e.g.
planning officers and land registers), and the need for a greater regulation of the environment

in order to improve control.

New Urban Management is sometimes also referred to as New Public Management (NPM).
NMP is not particularly new. It is most commonly associated with the efficiency drive of the
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‘neo-liberal’ approach to governance. Like NUMP, NPM originated during the 1980s in
Western countries such as the UK and the USA. The NPM principles are premised on a
move to make local government efficient. Hood and Peters (cited by Harrison, 2006), argue
that NPM practices were fairly diverse and attention has only recently been given to cross-
national differences. They further identify key elements of the NPM approach- professional
and flexible top management in public sector bodies; the separation of policy making from
operations; the desegregation of public sector departments into corporatized units; the
introduction of competition into service delivery; outstanding and competitive tendering; and,
an emphasis on output-based performance evaluation (Hood and Peters 2003; 2004). These
elements indicate a move towards a business orientated planning environment. However, the
early introduction of NPM did not provide a planning-friendly environment. Mainly, the
focus was often on short term project-by-project planning, rather than on longer-term
strategic planning. NPM has become a particularly important tool in planning and governance

at a local government level.

Urban management is a particularly important concept considering challenges in urban
centres of the developing world. At least one billion people live in slums, with the highest
percentage of them found in Asia, Africa and Latin America, according to a new report by the
United Nations Human Settlements Programme (UN-Habitat, 2003). It is therefore evident
that urban centres of the developing world, particularly African cities, are unable to
accommodate their swelling urban populations. This has necessitated the need for new urban
management approaches.

Stren (1992) provides an overview of Africa's urban problems and the urban management
approach to dealing with them, and reviews the conventional urban management approach
which is promoted as the solution to Africa's urban problems. He draws on a research
programme which brought together teams from many different African cities. The research
describes the failings of current urban management in the region, and suggests principles to
guide future action, including more adaptive and less sectoral urban management, and more
decentralized decision-making. The urban management concept has a significant influence on
urban land markets and affordable housing. As Stren (1992) puts it, there is a need for local

governments to develop new decentralized and city specific urban management approaches.
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2.9.4 Approaches Applied
It is certain that the issues are revealed as multi-layered and multidimensional. The following
section deals with attempts to integrate these aspects to address the primary research

question.

The research borrows from an approach proposed by Golland and Blake (2003), which
suggests that land availability be dealt with through a focus on deficiencies in the planning
system to create a better match between demand and supply, to address land availability on a

long term basis.

Jones and Ward (1994) suggest which looks at the issues of land values, with an emphasis on
investigating residential land price trends, and to analyse the social structures which drive
development. This approach also reviews how state policies could be made flexible in order
to deal with issues of land in line with its locational demand. It suggests the intervention of
social agents, which in the context of this research, can be tested through determining the

roles played by different stakeholders.

Finally, the research draws on Scott’s (2002) approach, which suggests the process of
reclaiming property through administrative reform and the promotion of non-discriminatory
practices to house the disadvantaged communities. This approach is championed by Scott, as
it deals with administrative conflicts and directly addresses the plight of the poor.

2.10 Conclusion

The literature presented different trends and aspects of the land issue using various case
studies. The consensus in the literature is that urban land markets exist in a complex and
competetive environment. This environment is characterized and influenced by a large
number of interrelated factors. The literature also raises debates on whether to regulate urban
land markets in developing countries, or not. Various viewpoints are raised in this regard.
The capacity of the affordable housing sector to bargain is constrained by its weak financial
base and competition between it and other sectors.
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Finally, the chapter places the literature within a relevant conceptual framework. It attempted
to establish a relationship between the “enablement approach’ and land markets for affordable
housing. Enablement policies have a significant influence on urban land markets and
affordable housing in developing countries. Urban management has become an important
concept in an attempt to respond to rapid urbanisation, such as informal settlements These
challenges require new approaches to dealing with city management. Urban management
approaches play a significant role in making land available for affordable housing and overall
city development.
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Chapter Three: Systems and Mechanisms Applicable to Land Availability in South
Africa

3.1 Introduction

The broad objective of this chapter is to introduce urban land issues in the context of South
Africa. It looks at the background that has contributed significantly to the current urban land
issues. The contextualization of these issues is done with reference to the current political,
social and economic dynamics of the South African urban environment. National policies on
land will also be discussed in some depth. Legislation and policies relating to land form part
of the urban land environment and need to be understood. The role of these policies and
pieces of legislation in land markets is significant. This chapter looks at various current land
market trends and types. Finally, the chapter introduces the three most important urban
centres; Johannesburg, eThekwini and Cape Town. These cities represent the greatest

challenge in regard to urban land markets and the overall land issue in South Africa.

3.2 The Apartheid Legacy and how the Land Problem Came About
Current land ownership and development patterns in South Africa are the legacy of the
apartheid era. During that era, a number of racially-based land policies, underpinned by
legislative schemes, were the cause of the removal, often by force, of non-white South
Africans from designated areas. The official statistics of removals are in themselves quite
staggering: over three and a half million people were removed from their homes and resettled
in inferior areas, sometimes with little or no housing (Dorsett, 1999). One of the most
notorious policies and pieces of legislation of apartheid that contributed significantly to the
current land challenge include the Group Areas Act of 1950 and Land Act of 1913
(RSA,1913). Futhermore;
“The Native (Black) Urban Areas Act No 21 of 1923 (commenced 14 June) divided
South Africa into 'prescribed’ (urban) and 'non-prescribed' (rural) areas, and strictly
controlled the movement of Black males between the two. Each local authority was
made responsible for the Blacks in its area and 'Native Advisory Boards' were set up
to regulate the inflow of Black workers and to order the removal of 'surplus' Blacks
(i.e. those not in employment)” (African History, 2008).
These acts resulted in the racial segregation of urban areas. This had a huge impact on urban
land markets and access to affordable housing. Although this research looks at the lower-

middle income sector, it is important to examine how past policies affected housing
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programmes as a whole. The growing housing backlog and failure of land and affordable
housing markets cannot accommodate the poor population. The land question is the most
crucial and sensitive legacy of apartheid (World Bank, 2005).

Figure 4 demonstrates how the geography of apartheid gave physical expression to separate
development. It shows that whites lived in low-density neighborhoods close to all socio-
economic opportunities with a ‘buffer zone’ of 15 to 40km of very low-intensity land use,
separating races. This situation still exists and has become a contributing factor in making
land markets difficult to access for the poor, especially the black population.

Figure 4: The Geography of Apartheid-Spatial Planning for a City
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3.3 Contextualizing the Urban Land Market in Contemporary South Africa

To make sense of the urban land context in South Africa, one needs to understand factors
contributing to urban migration. Service delivery issues are deeply embedded in urban land
challenges and are one of the contributing factors to urban migration. People move from
different parts of South Africa in search of a better life and access to urban services. Even
though this is not an unusual phenomenon in the cities of the developing countries, the South

African context presents unique characteristics.

The social, political and economic background of South Africa, shaped by the apartheid
legacy, contributes to the complexity and uniqueness of urban land issues. Cities have often,
intentionally or not, socially, politically and economically excluded the poor.

The consequences the urban environment are manifested in various urban challenges. Illegal
land occupation and the mushrooming of informal settlements are some of the visible
consequences. Thus, land occupation involves a constant struggle for the right to have access
to services and housing (Urban LandMark 2007).

In an attempt to redress the past inequalities and normalize the land and housing
environment, the South African democratic government introduced various systems and
mechanisms. These include policies and legislation framed within broader objectives of the
Constitution.

The Constitution of the Republic of South Africa (RSA, 1996) guarantees everyone a right to
access land and to adequate housing. This right is echoed by all policies and legislation
related to land and housing. The next section will discuss legislation and housing policies
relative to access to urban land and affordable housing.

It is critical to understand that the urban land question in South Africa was to be addressed
primarily through housing.
“In the South African context, access to urban land was addressed largely within the
framework of housing. Specifically, the RDP document explores the need for a range
of tenure options including ownership, affordable rental housing, and the transfer of
state-owned stock to their long-term residents” (Rust et al, 2005:3-4).
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The housing subsidy scheme was to be the driving force. Despite the progress that has been
achieved in the delivery of housing subsidies, urban land issues remain one of the biggest
challenges. Rust (et al 2005), admit that eleven years after South Africa’s historic transition

to a constitutional democracy, land issues remain highly politicized, complex and nuanced.

Moreover, systems designed to deal with urban land issues are very complex and
bureaucratic. “The current formal land registration and transfer system is too complex and
expensive for the needs of the urban poor” (USN, 2003:18-85).

Mechanisms of dealing with land transfers and registrations are too rigid. They are not
flexible enough for the dynamic needs of the urban poor. USN (2003) argues that this system
needs to be transformed and made more flexible in order to ensure that poor urban
households are able to access formal, documented property rights, which can be defended in
court and which, in the case of ownership, can be traded on the property market; and which
can be used as collateral for credit.

3.4 National Policy on Land

The White Paper on Land (1997) is a significant document governing land issues in South
Africa. As mentioned earlier, it is premised on the framework of the Constitution. The
introduction of the land policy was aimed at dealing effectively with:

e The injustices of racially-based land dispossession of the past;

o The need for a more equitable distribution of land ownership;

e The need for land reform to reduce poverty and contribute to economic growth;

e Security of tenure for all;

e A system of land management which will support sustainable land use patterns and
the rapid release of land for development.(DLA, 1997:1-2)

The principles of the land policy addressed these issues directly by establishing an effective
institutional and legislative framework. The White Paper proposed a Land Reform
Programme as the instrument for land delivery. There are three elements of this Programme
which form the pillar of the land policy in South Africa. They are: Land Redistribution, Land
Restitution and Land Tenure Reform (DLA, 1997).
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