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i. Executive summary 
 

Section	1:	Introduction	

Both	before	and	after	the	advent	of	democracy	in	South	Africa,	the	South	African	government	built	low	income	
housing	on	a	massive	scale.	There	is	now	substantial	low	income	housing	stock	across	the	country.		Most	recent	data	
from	CAHF’s	Citymark	estimates	1,8	million	of	the	6	million	residential	properties	on	the	deeds	registry	were	
subsidised	by	government.	This	stock	is	often	referred	to	as	‘RDP’	or	‘BNG’	housing	(after	the	Reconstruction	and	
Development	Programme	and	the	Breaking	New	Ground	housing	policy	document	respectively).		

Early	post-apartheid	policies	envisaged	RDP	housing	as	an	asset	for	communities	and	low	income	households.	
Indeed,	the	new	housing	vision	as	set	out	in	the	2004	policy,	Breaking	New	Ground	policy	confirms	the	Department	
of	Human	Settlements’	commitment	to	‘ensuring	property	can	be	accessed	by	all	as	an	asset	for	wealth	creation	and	
empowerment’.		These	policies	envisioned	a	‘secondary	market’,	one	which	caters	to	the	needs	of	those	previously	
excluded	from	formal	property	markets.	However,	the	operation	of	this	secondary	housing	market	has	been	
constrained.	There	is	clearly	a	need	to	improve	the	functioning	of	the	market	to	enable	the	empowerment	and	
mobility	envisaged	by	South	African	policy	makers.		

This	research	aims	to	better	understand	the	functioning	of	low	income	housing	markets,	especially	in	relation	to	
transactions	concerning	state-subsidised	housing.		The	study	uses	Delft,	in	Cape	Town,	as	case.	Delft	was	chosen	
because	of	the	wide	range	of	low	income	housing	typologies	in	the	suburb.			

This	report	is	based	on	primary	research	conducted	in	Delft	in	early	2016.	It	included	229	interviews	with	residents	
and	property	actors	in	Delft.	In	addition,	existing	data	on	Delft,	drawing	from	the	Census	2011,	the	CAHF	CityMark	
platform,	and	Lightstone	Properties	data,	form	part	of	this	report.		

Section	2:	Delft	Research		

Delft	has	six	sub-places:	Delft	South;	Delft	SP;	Eindhoven;	Roosendal;	The	Hague;	and	Voorbrug.	It	is	situated	
approximately	30km	east	of	the	Cape	Town	city	Centre.	

In	Delft	there	is	a	wide	range	of	housing	and	neighbourhood	typologies.	This	includes	older	township	‘cement	block’	
housing,	so	called	‘asbestos’	housing,	Nutec	and	conventional	double	story	units,	bonded	and	rent-to-buy	housing,	
temporary	structures	and	others.		The	different	areas	and	housing	typologies	experience	different	trends	in	
popularity	and	in	sales.		

The	research	identified	that	when	people	buy	and	sell	properties	in	Delft,	four	important	steps	form	part	of	‘market	
transaction	processes’.	These	include:	

• Step	1:	Deciding	to	sell	
• Step	2:	Connecting	with	the	market	
• Step	3:	Payment	process	
• Step	4:	Transfer	process	
• Step	4:	Occupying	and	holding	property	

	
Each	of	these	steps	is	examined	using	the	data	from	this	study.	In	relation	to	each	step	there	are	variations	relating	
to	the	degree	to	which	the	actors	comply	with	the	formal	requirements	of	South	African	property	law,	or	come	up	
with		other	arrangement,	often	outside	of	the	formally	prescribed	procedures,	to	overcome	challenges	of	access,	
finance,	regulation	and	the	like.		Indeed	in	each	step	it	is	clear	there	is	always	a	degree	of	informality	–	a	disregard	
for	the	strict	prescripts	of	the	law	-	in	the	market	interactions.		This	is	not	unusual	per	se.		Almost	all	property	
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transactions,	in	all	contexts,	incorporate	a	degree	of	informality.		Because	the	degree	of	informality	evident	in	so	
many	of	the	transactions	here	is	so	high	this	warrants	a	deeper	study	of	the	reasons	for	and	consequences	of	the	
informal	processes.	

Broadly	there	are	three	types	of	house	sale	in	Delft:	firstly,	there	is	the	type	of	sale	that	broadly	follows	the	formal,	
prescribed	procedures	and	requirements,	with	some	variations	arising	that	depend	on	whether	the	purchase	price	is	
provided	by	a	mortgage	bond	(least	likely),	a	cash	payment	or	the	use	of	an	individual	subsidy;	secondly,	there	are	
informal	sale	agreements	that	are	premised	on	the	understanding	that	the	transfer	will	be	effected	formally,	at	
some	point	in	the	future	(called	‘delayed	transfer’	in	this	report);	and,	thirdly,	there	is	the	informal	transaction	which	
is	concluded	by	way	of	an	affidavit	(instead	of	a	formal	offer	to	purchase	and	sale	agreement),	which	affidavit	is	
normally	counter-signed	by	a	local	police	officer.	

Section	3:	Implications	and	Conclusions		

Households’	choose	(or	are	forced)	to	follow	procedures	other	than	those	prescribed	by	the	law	to	buy	and	sell	
houses	for	a	number	of	reasons,	such	as	low	incomes,	financial	pressures,	regulatory	complexity	and	a	lack	of	
information.	In	these	contexts,	the	costs	(in	terms	of	time,	resources,	and	risks)	of	compliance	with	formal	
procedures	outweigh	the	benefits	for	buyers	and	sellers.	Households	chose	to	use	the	systems	which	are	accessible	
and	available,	such	as	police	for	affidavits,	SANCO	for	access	to	information	and	dispute	resolution,	‘friend	and	
family’	for	finance.	These	systems	often	leave	room	for	insecurity	and	disable	development	of	a	housing	ladder.	
These	factors	–	and	others	discussed	in	the	report	-	fundamentally	restrict	the	operation	of	the	market	and	make	it	
difficult	for	households	to	enter	the	property	market	or	realise	the	asset	value	of	their	property.	

The	findings	of	the	study	debunk	a	number	of	myths	that	are	widely	circulated	in	relation	to	the	sale	of	subsidised	
houses.		These	myths	include:	

• the	belief	that	housing	beneficiaries	do	not	value	title	deeds	(the	study	shows	that	they	generally	have	a	
solid	appreciation	of	the	value);	

• the	conviction	that	beneficiaries	sell	their	houses	(for	too	little)	in	order	to	move	into	slums	(only	around	one	
third	of	sellers	surveyed	moved	into	a	slum-like	neighbourhood);	

• the	assertion	that	informal	markets	are	the	solution	for	poor	households	and	the	markets	should	be	left	to	
evolve	naturally	(the	study	shows	a	number	of	real	ways	in	which	regulatory	and	policy	intervention	will	
significantly	strengthen	the	position	of	poor	actors	in	the	market);	and	

• the	accusation	that	wealthy	people	are	speculating	and	buying	up	subsidised	houses	(the	study	provided	
almost	no	evidence	of	this,	with	most	buyers	being	in	the	lower	gap	market).	

The	study	provides	a	useful	insight	into	the	ways	in	which	residential	property	is	transacted	in	Delft.		It	shows	that	
despite	considerable	market	activity	there	are	constraints	that	inhibit	the	emergence	of	positive	social	and	economic	
impacts.		Some	market	actors	have	seized	upon	these	constraints	and	maximised	their	own	benefits,	at	the	expense	
of	the	wider	benefits	that	should	accrue	from	a	more	equitably	operating	market.		There	are	a	number	of	key	ways	
in	which	the	state	and	the	private	sector	can	intervene	to	make	the	market	work	better,	especially	for	poor	
households.		These	include	the	provision	of	more	appropriate	financial	products	to	strengthen	effective	demand,	
enhanced	tenure	security	and	better	management	of	registered	land	rights,	lower	transaction	costs	for	property	
transfers,	better	regulation	of	housing	construction	and	better	policing	of	fraudulent	scams.		Actions	such	as	these	
will	improve	the	asset	value	of	government	subsidised	housing,	creating	more	value	for	poor	households,	which	in	
turn	will	strengthen	their	overall	economic	capabilities.	
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iv. Glossary of key terms  
	
Formal	property	owner		 A	property	owner	who	can	prove	ownership	of	their	property	with	a	title	deed	for	that	

property.	
	
Formal	 In	relation	to	the	buying	and	selling	of	houses	 in	Delft	we	use	the	term	‘formal’	 to	

describe	 those	 transactions	and	 those	steps	 in	 the	 transaction	process	 that	closely	
align	 with	 conventional	 or	 legally	 prescribed	 processes	 and	 practices.	 Although	
formality	is	often	seen	as	the	binary	to	informality,	in	practice	the	distinction	between	
the	two	is	less	clear-cut	than	it	is	often	made	out	to	be.		

	
“gap”	housing	market	 ‘The	gap	housing	market	comprises	households	who	earn	too	much	to	qualify	for	the	

BNG	 housing	 subsidy	 and	 too	 little	 to	 qualify	 for	 mortgage	 finance	 to	 afford	 the	
cheapest	newly	built	house	on	the	market’	(CAHF,	2015a:	2)	

	
Informal	estate	agent	 Informal	agents	are	brokers	for	informal	and	formal	market	transactions	and	are	not	

registered	estate	agents.	
	
Informal	 In	relation	to	the	buying	and	selling	of	houses	in	Delft	we	use	the	term	‘informal’	to	

describe	those	transactions	and	those	steps	in	the	transaction	process	that	deviate	
from	 conventional	 or	 legally	 prescribed	 processes	 and	 practices.	 In	 practice	 the	
distinction	between	‘formal’	and	‘informal’	is	often	less	clear-cut	than	it	is	made	out	
to	be.	

	
Informal	property	owner	 Property	owners	that	do	not	have	a	title	deed	for	the	property	they	say	they	own.	
	
Landlord	 A	 landlord	 refers	 to	 formal	 and/or	 informal	 property	 owners	who	 are	 renting	 out	

rooms	 in	a	house,	backyard	dwellings	 (whether	shacks	or	 formal	 structures),	or	an	
entire	property.		Landlords	may	be	resident	or	may	live	elsewhere.	

	
Lawyer/conveyancer	 A	lawyer	refers	to	a	legal	practitioner	that	is	able	to	act	on	behalf	of	a	buyer	or	seller,	

after	 being	 given	 power	 of	 attorney,	 to	 undertake	 certain	 legal	 procedures.	 A	
conveyancer	is	a	lawyer	that	has	passed	the	national	conveyancing	examination	and	
is	the	only	person	who	can	register	fixed	property	transfers	by	law.	

	
Micro-developer		 A	micro-developer	refers	to	those	formal	and/or	informal	property	owners	who	have	

built	a	small	number	of	flats	on	a	single	residential	property.	
	
Pre-emptive	clause	 The	 8-year	 sales	 restriction	 placed	 on	 sales	 of	 subsidised	 housing	 (Housing	 Act	 of	

1997).		
	
Repeat	sales	 All	subsequent	sales	of	a	property,	following	its	initial	registration	(also	known	as	new	

sale)	 on	 the	 deeds	 registry.	 	 This	 would	 be	 a	 transaction	 from	 one	 individual	 to	
another.	 It	 excludes	 cases	 where	 properties	 are	 transferred	 from	 government,	
developers,	a	trust	etc.	to	individuals.		
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Section 1 Introduction 
	
This	 research	 project	 is	 a	 pilot	 study	 which	 explores	 the	 housing	 market	 dynamics	 in	 South	 Africa’s	 low-income	
settlements.	The	purpose	of	this	study	is	to	gain	insights	into	the	substantive	challenges	and	opportunities	evident	in	
low	income	housing	areas.	This	study	also	seeks	to	gain	insights	into	the	most	appropriate	method	for	researching	
these	issues	and	areas.	Lessons	can	therefore	be	learned	both	from	the	empirical	research	and	analysis	itself	as	well	
as	from	the	research	process.		
	
The	 study	 uses	 Delft,	 in	 Cape	 Town,	 South	 Africa	 as	 the	 study	 area.	 The	 overarching	 intention	 is	 to	 provide	 new	
knowledge	and	understanding	about	the	dynamics	of	the	property	market	in	Delft	-	a	township	with	a	range	of	housing	
typologies,	 but	 dominated	 by	 state	 subsidised	 housing.	 	 The	ways	 in	which	 this	 housing	 is	 transacted	 is	 thus	 the	
overarching	concern	of	the	study.	
	
More	specifically,	the	study	identifies	the:	

- Processes	of	property	transaction	in	Delft,	whether	concluded	formally	or	informally;	
- Choices	that	different	actors	make	in	the	transaction	process;	
- Gaps	in	the	transaction	value	chain;	and	
- Problems	faced	in	a	property	market	such	as	Delft.		

1.1 Background 
	

For	many	decades	the	South	African	government	has	been	 instrumental	 in	the	production	of	 low	 income	housing.	
Over	 the	 decades	 they	 have	 built	millions	 of	 houses	 for	 low	 income	 households,	 creating	 huge	 communities	 and	
neighborhoods	of	affordable	housing.		

During	the	Apartheid	period,	the	state	was	actively	involved	in	constructing	peripheral	suburbs,	known	as	townships,	
for	 non-white	 urban	 dwellers.	 With	 the	 advent	 of	 democracy	 in	 1994,	 the	 new	 state	 announced	 its	 continued	
dedication	 to	 housing	 provision	 (albeit	 no	 longer	 along	 racial	 lines).	 Much	 of	 the	 older	 township	 housing	 was	
transferred	to	occupants.		

As	part	of	the	(now	defunct)	Reconstruction	and	Development	Programme	(RDP)	the	state	launched	an	ambitious	plan	
to	build	1	million	units	in	5	years	(White	Paper	of	1994).	Housing	built	under	this	programme	is	colloquially	referred	
to	as	 ‘RDP	housing’,	 tending	to	take	the	form	of	single-storey	free	standing	units	 in	 large	scale	projects.	While	the	
subsidy	amount	was	scaled	according	to	income	level,	most	of	these	houses	were	given	to	households	in	the	lowest	
income	brackets,	free	of	charge.	The	state,	fearing	that	households	would	not	value	this	hefty	investment,	placed	an	
eight-year	 sale	 restriction	 on	 state	 subsided	 housing	 (see	 the	 Housing	 Act	 no.	 107	 1997),	 also	 known	 as	 the	
‘preemptive	clause’.		

In	 the	 early	 2000’s,	 it	 was	widely	 recognised	 that	 the	 RDP	 housing	 delivery	 was	 not	 leading	 to	 the	 intended	
outcomes,	and	that	communities	were	not	satisfied.	The	quality	of	the	housing	stock,	the	(often	peripheral)	location	
of	housing	projects,	the	slow	speed	of	delivery,	and	the	‘cliff	effect’	of	the	subsidy	on	the	affordable	housing	market	
were	cited	as	major	challenges.	In	2004,	to	address	these	(and	other)	concerns,	the	National	Department	of	Housing	
(now	Human	Settlements)	wrote	the	Breaking	New	Ground	policy	(BNG).		
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Some	of	the	changes	in	the	BNG	policy	included	improving	the	specifications	of	the	new	housing	(colloquially	referred	
to	as	BNG	housing,	a	term	sometimes	used	interchangeably,	if	inaccurately,	with	RDP	housing),	altering	the	progress	
payment	 system	 to	 enable	 housing	 to	 be	 built	 prior	 to	 titling,	 collapsing	 the	 subsidy	 qualification	 bands,	 and	
introducing	a	Finance	Linked	Subsidy	for	the	‘gap	market’	(CAHF,	2015b;	Cirolia,	2015).	Importantly,	the	policy	noted	
the	need	for	“increased	integration	between	the	primary	and	secondary	[resale]	housing	market	(pg	7)”	and	a	“whole	
market	approach”.		

Despite	the	perpetual	policy	discourses	around	‘market	creation’,	‘asset	formation’	and	‘climbing	the	property	ladder’,	
state	efforts	to	create	functional	and	affordable	market	opportunities	have	experienced	often-cited	challenges,	often	
due	to	poor	design	and	implementation.	For	example,	a	titling	backlog	was	created,	in	part,	by	the	eight	year	sales	
restriction	and	the	altered	progress	payment	system	(Cirolia,	2015).	This	backlog	has	made	resale	 in	the	RDP/BNG	
market	 difficult.	 Similarly,	 the	 Finance	 Linked	 Individual	 Subsidy	 Programme	 (FLISP),	 designed	 to	 help	 households	
overcome	 the	capital	hurdle	of	making	down	payments	 to	buy	affordable	housing,	has	been	poorly	administered,	
failing	to	meaningfully	enable	gap	market	households	to	purchase	homes	available	on	the	resale	market	(World	Bank,	
2015).	These	challenges	restrict	both	(formal)	supply	and	effective	demand	for	housing	in	these	areas.		

As	 the	 national	 government	 drafts	 a	 new	White	 Paper	 on	 Human	 Settlements,	 efforts	 to	 understand	 how	 these	
markets	actually	function	is	imperative.	This	research	goes	some	way	in	filling	these	gaps,	and	points	to	areas	where	
more	work	is	needed.		

1.2 Methods summary 
The	research	methodology	for	this	study	consisted	of	a	desktop	review	and	fieldwork	in	Delft:	

Review	of	existing	data:	There	is	substantial	quantitative	data	available	for	Delft,	in	particular	relating	to	the	formal	
property	market	and	demographics.	This	has	been	received	from	various	sources,	in	relation	to	suburbs/sub-places	of	
Delft,	and	over	different	timeframes.		These	sources	include	Census	2011,	CAHF’s	CityMark,	and	Lightstone	Properties.		

Fieldwork:	The	fieldwork	included	229	interviews.	A	total	
of	205	residents	were	surveyed,	which	included	buyers,	
sellers,	 occupants,	 owners	 and	 tenants).	 A	 total	 of	 24	
qualitative	interviews	were	conducted	with	actors	in	the	
market,	including	a	property	valuer,	a	micro-developer,	
conveyancers/lawyers,	 formal	 and	 informal	 estate	
agents,	 police,	 prominent	 community	 members,	
material	 suppliers,	 and	 lenders.	 Lenders	 interviewed	
were	 banks	 and	 non-banking	 finance	 institutions	
including	 ABSA;	 FNB;	 Nedbank;	 Finbond	 Mutual	 Bank;	
Bayport	 Financial	 Advisers;	 Kuyasa	 Fund	 and	 TUHF.	
Professionals	and	academics	were	also	consulted	during	
the	process.	

Both	the	desktop	review	and	interviews	were	conducted	
between	January	and	March,	2016.	A	separate	note	on	the	research	method,	including	insights	into	the	challenges	
and	limitations	of	this	research	approach	has	been	compiled.		

1.3 Structure of Report 
	

The	report	consists	of	three	main	sections:	

Figure	1:	Fieldworkers	conducting	surveys	in	Delft.	
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1. Introduction	to	the	research	(above)	
2. Background	to	Delft	and	the	findings	from	the	field:	detailed	empirical	work	on	Delft	and	the	findings	from	the	

interviews.	
3. Implications	of	the	findings	and	conclusions:	analysis	of	the	implications	of	this	research	for	our	understanding	of	

the	property	market	and	for	policy.		

Section 2 Delft Research 

2.1 Delft overview 
	
Delft	 is	a	suburb/township	 located	 in	the	City	of	Cape	Town	(CoCT)	Metropolitan	Municipality	 (City	of	Cape	Town,	
2013).	It	consists	of	six	sub-places:	Delft	South;	Delft	SP;	Eindhoven;	Roosendal;	The	Hague;	and	Voorbrug.	It	is	situated	
approximately	30km	east	of	the	City	Centre	and	two	of	its	major	boundaries	are	formed	by	the	R300	Highway	to	the	
east	and	the	Cape	Town	International	Airport	to	the	west.	The	population	of	Delft	is	152	030	with	a	total	of	39	576	
households	(City	of	Cape	Town,	2013,	based	on	Stats	SA	census	2011	data).	
	
Delft	was	developed	 as	 a	 suburb/township	 that	 overlapped	 formerly	 designated	 ‘Coloured’	 areas	 and	Khayelitsha	
township,	which	was	designated	for	black	Africans.	It	was	developed	through	government	subsidised	housing	projects	
to	alleviate	overcrowding	and	prevent	informal	settlement	development	on	the	Cape	Flats	(Kuyasa	Fund:	2005).	Since	
the	 conception	 of	 Delft	 around	 1990	 (if	 not	 earlier),	 the	 township	 has	 primarily	 been	 developed	 through	 state	
intervention.	 The	 first	 houses	were	 transferred	 to	 low	 income	 beneficiaries	 in	 1991,	 as	 part	 of	 the	 government’s	
Integrated	Serviced	Land	Project	(iSLP)	(Kuyasa	Fund,	2005).	Overtime,	these	houses	were	improved	on	and	extended	
by	beneficiaries	who	could	afford	to	do	so.	Or	they	were	not	maintained	and	became	dilapidated.		
	
The	most	recent	socio-economic	statistical	trends	of	Delft	show	that	despite	government	investment	and	the	delivery	
of	basic	services,	the	township	remains	poor.	The	Stats	SA	Census	2011	data	shows	that	more	than	80%	of	households	
live	in	formal	housing	and	more	than	90%	have	access	to	basic	services.	It	also	highlights	that	69%	of	households	earn	
below	R3200	a	month	and	the	unemployment	rate	is	approximately	25%.		
	
Figure	2	(below)	provides	Delft	 in	context,	with	its	 location	in	Cape	Town	and	its	proximity	to	 important	service	
nodes	 such	 as	 Cape	 Town	 CBD,	 Khayelitsha,	 Bellville	 and	 Century	 City.	 Municipal	 offices,	 the	 Deeds	 office,	
lawyers/conveyancers	 and	 the	 provincial	 Department	 of	 Human	 Settlements	 are	 located	 at	 these	 nodes.	 It	 also	
highlights	where	the	socio-economic	amenities	in	Delft	are	located,	such	as	education	and	health	care	facilities,	the	
police	 station	 and	 the	 community	 library.	 It	 divides	 Delft	 into	 its	 six	 sub-places	 (Census	 2011	 demarcation),	 and	
includes	‘Blikkiesdorp’	(officially	called	Symphony	Way	Temporary	Relocation	Area,	or	‘TRA’).	Figure	2	shows	that	Delft	
is	diverse	in	terms	of	housing	typologies	and	urban	conditions.	Quality	of	housing	stock	and	safety	are	defining	features	
in	many	of	the	areas.	Delft	is	poorly	situated	to	access	the	Cape	Town	CBD,	but	relatively	close	to	services	in	Bellville,	
Khayelitsha,	and	the	airport	industrial	areas.		Services	(such	as	notaries,	conveyancing,	and	banking)	can	be	found	in	
these	areas.		However,	it	is	unclear	if	transport	to	these	areas	is	reliable,	safe	and	affordable.
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Figure	2:	Contextual	map	of	Delft,	highlighting	important	aspects	for	the	property	market	to	function.	
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Figure	3	illustrates	the	housing	typology	in	Delft.	It	shows	whether	the	houses	are	stand-alone	or	semi-detached;	or	
whether	they	are	single	or	double	storey	houses.	It	indicates	the	number	of	rooms	per	house,	typically,	and	what	the	
average	plot	and	house	sizes	are	per	square	metre.		
	 	
The	graphic	also	shows	which	typologies	are	most	popular	among	the	actors	that	are	active	in	the	property	market.	
The	 larger	plots	 and	 stand-alone	RDP	houses	are	 the	most	popular	properties.	 	 Potential	 buyers	of	housing	avoid	
double-storey	houses	and	those	built	with	alternative	building	materials,	as	 they	are	not	convinced	that	 these	are	
structurally	sound.		This	figure	shows	that	Delft	is	a	diverse	suburb,	with	many	housing	typologies.	There	is	clearly	no	
‘one	type’	of	subsidised	housing	in	the	area.		

Figure	3:	Delft	housing	typologies	and	their	popularity	amongst	key	actors.	
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2.2 Findings on the property transaction process  

The	property	transaction	process	can	be	broken	down	into	four	steps.	These	are:	
	

Figure	4	(left):	Income	and	Repeat	Sales	Volumes	

Figure	 4	 is	 a	 map	 of	 Delft	 showing	 the	 average	
household	 income	 range	 (as	 reported	 by	
interviewees)	 and	 the	 number	 of	 repeat	 sales	 in	
2013-2014.	 	 Overall,	 incomes	 are	 low	 in	 Delft,	
however,	some	areas	appear	to	be	more	desirable	
than	others,	as	reflected	by	the	repeat	sales.		

Figure	5	(below):	Credit	facilities	and	record	

Figure	 5	 shows	 proportion	 of	 people	 interviewed	
from	a	particular	actor	group	who	reported	that	they	
are	 currently	 or	 have	 previously	 been	 blacklisted.	
This	 provides	 some	 indication	 of	 their	 credit-
worthiness.	This	is	self-reported	and	has	not	be	cross	
referenced	with	credit	bureau	statistics.	

This	data	suggests	that	credit	facilities	are	pervasive,	
even	 in	 low	 income	 areas.	 It	 suggests	 that	 sellers	
may	struggle	to	access	mortgage	finance	to	move	up	
the	property	 ladder,	 due	 to	 their	 impaired	 record.	
With	approximately	a	quarter	of	buyers	backlisted,	
sellers	may	also	struggle	to	get	a	fair	price	for	their	
home.				
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Step	1:	Deciding	to	transact		
Step	2:	Connecting	with	the	market	
Step	3:	Payment	process	
Step	4:	Transfer	process	
Step	4:	Occupying	and	holding	property	
	
These	steps	are	not	uniform	for	all	households.	They	vary	from	one	household	to	another,	depending	on	a	range	of	
factors.	Understanding	these	steps,	the	decisions	households	make,	and	the	factors	which	influence	them	is	central	to	
understanding	the	property	market	in	Delft.		
	

Step 1: Deciding to sell or buy  
	
The	start	of	a	transaction	process	begins	when	a	household	decides	to	sell	or	buy.	This	study	found	there	are	a	range	
of	factors	or	influences	impacting	on	the	decision	making	processes	of	households	in	Delft.	
	
Selling	
The	study	found	that	people	decide	to	sell	in	Delft	for	two	main	reasons.	Sellers	often	need	cash	immediately.	This	is	
the	predominate	reason.	Sellers	also	report	selling	because	they	would	like	a	house	which	has	different	characteristics,	
such	as	being	in	a	‘less	dangerous’	area	or	having	different	specifications,	such	as	being	larger.	Although,	among	house	
owners	 there	 is	an	overall	resistance	to	selling	 in	Delft,	estate	agents	 (both	 informal	and	registered)	 that	operate	
within	Delft	report	that	they	often	approach	households	to	encourage	them	to	sell,	bringing	sellers	into	the	market	
whom	otherwise	would	not	have	considered	it.	Estate	agents	therefore	play	a	proactive	role	in	creating	the	market	
and	influencing	the	prices	of	property.	

‘Crime	and	gangs’	is	one	of	the	most	often	cited	reasons	why	sellers	and	property	holders	are	not	happy	living	in	Delft.	
Sellers	report	plans	to	move	to	various	areas.	Over	one	third	of	the	study	respondents	plan	to	move	to	the	Eastern	
Cape.	Another	third	plan	to	‘move	to	Blikkiesdorp’,	with	the	intention	of	benefiting	from	the	proposed	upgrading	of	
the	TRA	or	to	live	with	family	members	there.		The	remaining	third	plan	to	move	to	other	low	income	suburbs	in	Cape	
Town.		

In	Delft,	the	selling	price	of	property	is	largely	determined	upfront.	When	deciding	to	sell,	the	sales	price	can	be	set	
by	the	seller	themselves	or	by	an	estate	agent	hired	by	the	seller.	 	On	average,	sellers	thought	their	houses	were	
worth	R120	000,	while	selling	them	for	between	R40	000	and	R70	000	less	than	that	amount.		

The	agent	allocates	a	price	based	on	the	house’s	estimated	value,	considering	his	or	her	assessment	of	current	market	
trends	in	the	area	and	house	specifications	(e.g.	extensions,	property	size).		Prices,	therefore,	are	relatively	fixed	and	
transparent.	However,	the	speed	at	which	the	seller	needs	money	from	the	sale,	the	challenges	of	legal	title	transfer,	
and	the	expectations	of	buyer’s	access	to	finance	impacts	on	the	price.	Estate	agents	report	that	these	constraints	
lower	the	value	of	property	–	however	it	is	not	clear	by	how	much.		
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Table	1:		Reported	informal	and	documented	formal	housing	prices	in	two	areas	of	Delft	

Area Informal Price – 
Buyers  

Informal Price - 
Sellers 

Informal Price - 
Property Owners 

Average Formal 
Price - Registered 
sales 2015 - 2016 

Delft SP R90 000	 R152 500	 R157 000	 R131 000	

Delft South R74 000	 R81 250	 R122 000	 R91 600	

 Reported maximum  
willingness to pay 

of buyers using 
only an affidavit 

Desired sales price 
for sellers using 
only an affidavit  

Perceived housing 
value (this group 

has no current 
intention of selling)  

Formal sales value 
as listed on 

LightStone/CAHF 
data base 

	
Buying	
People	predominantly	seek	to	buy	in	Delft	because	the	housing	
stock	is	affordable.	Some	choose	to	buy	in	Delft	because	they	
have	friends	and	family	there,	thus	seeking	to	strengthen	their	
social	networks.	Approximately	10%	of	respondents	bought	in	
Delft	because	they	believed	it	was	a	good	investment.	

In	this	market	there	are	two	types	of	buyers,	those	buying	for:	

- Personal	use:	 Buyers	 are	 interested	 in	 living	 in	Delft	
and/or	operating	a	small	business	out	of	a	residential	
structure.		

- Redevelopment	 or	 reinvestment.	 Buyers	 are	
interested	 in	 developing	 plots	 for	 rental.	 There	 is	 a	
recent	 trend	 of	 having	 small-scale	 developers	 buy	
properties	 of	 large	 stands.	 In	 these	 cases,	 plots	 are	
consolidated,	 the	 units	 are	 demolished,	 and	 double-
storey	 rental	 accommodation	 is	 constructed.	 This	
represents	a	growing	trend	in	Delft.		

Buyers	of	individual	houses	for	personal	use	in	Delft	tend	to	be	
in	the	lower	gap	market	(earning	between	R3	000	and	R6	000	
monthly	 households	 income).	 	 Many	 of	 the	 buyers	 (48%)	
reported	full	 time	and	permanent	employment.	When	asked	
the	 amount	 they	 could	 spend	 on	 housing,	 the	 average	
response	was	R73	000.		

Step 2: Connecting with the market 
	
In	 order	 to	 transact,	 prospective	 buyers	 and	 sellers	 must	
engage	 with	 the	 property	 market.	 Within	 Delft´s	 market,	
sellers	and	buyers	connect	with	each	other	in	various	ways.	

Informal	Estate	Agents		

Delft,	like	many	township	areas,	has	informal	
estate	agents.	These	agents	are	not	registered	
with	formal	accredited	bodies.	These	agents:	

- Approach	home	owners	to	encourage	them	
to	sell	

- Support	registered	estate	agents	in	finding	
clients	

- Link	buyers	and	sellers	
- Act	as	brokers	and	negotiate	the	price	

Like	registered	estate	agents,	informal	agents	
receive	commission	on	a	sale.	However,	while	
registered	agents	receive	between	5%	and	7.9%,	
informal	agents	receive	between	26%	and	30%.	
At	least	one	formal	estate	agent	noted	using	
informal	agents	to	assist	them.	This	study	found	
that	67%	of	buyers,	and	89%	of	interviewed	
sellers	did	not	use	any	estate	agents,	formal	or	
informal.	
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Signalling	the	intention	to	sell	
This	study	found	that	the	vast	majority	of	sellers	do	not	use	estate	agents.	Only	one	respondent	reported	using	an	
agent.		Others	cited	the	cost	as	too	high	for	them.	However,	interviewed	estate	agents	report	that	they	do	represent	
sellers	on	occasion.	On	such	occasions,	registered	agents	do	not	use	boards	in	Delft	due	to	theft	of	the	boards,	but	do	
send	around	flyers	and	advertise	on	the	internet	on	sites	like	www.gumtree.co.za	and	www.property24.com.	Informal	
agents	use	similar	methods.	Sellers	not	using	an	agent	will	post	notices	on	community	noticeboards	at	the	 library,	
spaza	shops,	taverns	and	other	community	places.	

Signalling	the	intention	to	buy	
Buyers	report	approaching	informal	estate	agents	and	community	representatives	such	as	SANCO	to	get	information	
on	available	properties.	‘SANCO	representatives’1	often	have	knowledge	on	who	is	planning	to	sell	in	the	area.	They	
report	acting	as	intermediaries	between	sellers	and	buyers	to	ensure	that	the	transfer	process	is	recognised	by	the	
community	 and	 that	 both	 parties	 agree	 on	 the	 terms.	 They	 are	 involved	 in	 conflict	 resolution	 when	 a	 scam	 or	
disagreement	takes	place.		Buyers	noted	that	finding	a	house	on	the	market	was	the	longest	part	of	the	process.		

Interviewed	‘SANCO	representatives’	are	wary	of	estate	agents	due	to	the	many	scams	in	the	areas.	They	believe	that	
they	need	to	avoid	estate	agents	to	counter	prevalence	of	scams	and	to	save	buyers	and	sellers	from	the	estate	agents’	
fees	 and	 commissions.	 The	 ‘SANCO’	 interviewees	 also	 indicated	 that	 they	 encourage	 households	 not	 to	 sell	 their	
houses	until	the	8	year	sales	restriction	has	lapsed.	The	‘SANCO	representatives’	see	themselves	and	their	role	as	
transaction	brokers,	sometimes	even	as	de	facto	transaction	approval	‘authorities’.		Whether	or	not	they	derive	any	
material	advantage	from	performing	this	role	is	not	clear.	

Striking	the	deal		
Although	 the	 house	 price	 is	 generally	 set	 early	 on	 by	 the	 seller	 or	 estate	 agent,	 to	 conclude	 the	 transaction,	 a	
negotiation	process	takes	place.	An	agreement	on	price	is	reached	either	by	the	buyer	and	seller	themselves	or	with	
the	use	of	an	estate	agent	as	negotiator.	The	majority	of	sellers	(89%)	and	buyers	(67%)	said	that	they	did	not	use	an	
estate	agent,	as	they	were	‘too	expensive’.		Where	agents	were	used	they	reported	calling	back	and	forth	many	times	
between	the	buyer	and	the	seller	in	order	to	reach	a	deal	on	price.		

In	preparing	property	for	formal	transfer	the	following	certificates	are	required	for	most	house	transfers:	

																																																													
1	Many	people	working	in	voluntary,	street-level	civic	organizations	characterise	themselves	as,	or	are	characterised	by	other	
community	members,	as	‘SANCO’.		In	reality	the	nation-wide	SA	National	Civics	Organization	is	largely	defunct	and	the	use	of	the	
term	here	does	not	connote	that	it	continues	to	exist	or	that	the	people	identified	as	‘SANCO’	are	necessarily	part	of	that	
original	organization.		



10	
	

1. Rates	clearance	certificate	(water,	electricity	and	rates)	
2. Beetle	certificate	
3. Electrical	certificate	
4. Plumbing	certificate	

In	Delft	the	Beetle	Certificate	is	generally	not	needed	as	an	
RDP	house	does	not	have	a	ceiling.	Electric	and	plumbing	
certificates	are	only	needed	if	there	is	more	than	one	plug	
point	and	more	than	one	tap.	

Step 3: Method of payment 

Effective	 demand	 is	 critical	 for	 any	 property	 market	
transaction.	 For	 buyers,	 a	 critical	 part	 of	 the	 payment	
process	 is	 amassing	 the	 funds	 or	 acquiring	 finance	 to	
purchase	the	property.	In	Delft,	there	are	three	dominant	
methods	 for	 funding/financing	 the	 purchase	 of	 housing.	
These	include:	cash,	a	mortgage	bond,	or	an	individual	subsidy2.	
	
Cash	
This	includes	personal	savings;	the	selling	of	assets;	and	asking	friends	and	family	to	assist.	The	large	majority	said	they	
would	use	their	personal	savings	(86%)	and	the	remainder	was	split	evenly	between	‘selling	assets’	and	‘asking	friends	
and	family	to	contribute’.	This	is	likely	to	include	contributions	from	philanthropically	minded	employers	supporting	
their	workers’	housing	needs.	The	valuation	on	a	property	is	mostly	completed	by	the	buyers,	sellers	and/or	estate	
agent	involved.	

Mortgage	bond	
Bonds	are	handled	by	the	lender	(e.g.	bank),	which	appoints	a	registered	property	valuer	to	complete	the	valuation	
prior	to	the	lender	offering	a	mortgage.	Only	three	interviewed	buyers	and	home	owners	in	Delft	claimed	to	have	a	
mortgage	 bond.	 	 Although	 Symphony	 Village	 in	 the	 north	 of	 Delft,	 includes	 a	 bonded	 housing	 development	 of	
approximately	200	units,	the	overall	uptake	of	mortgage	bonds	in	Delft	as	a	whole	is	low.	

Individual	subsidy	
The	subsidy	is	handled	by	the	buyer	and	the	Western	Cape	Provincial	Human	Settlements	Department.	The	buyer	may	
employ	an	estate	agent	and	a	lawyer	to	assist	in	the	process.	Interviews	with	a	registered	estate	agent	and	a	lawyer	
showed	 that	 some	 people	will	 follow	 this	 route.	 Only	 one	 of	 the	 interviewed	 buyers	 used	 this	 subsidy.	 However	
interviewed	estate	agent	reported	assisting	many	households	to	access	 it.	 	An	official	of	the	Department	 indicated	
that,	in	his	view,	most	individual	subsidies	are	used	to	finance	transactions	between	buyers	and	sellers	who	are	known	
to	each	other.		The	procedural	difficulties,	particularly	in	relation	to	the	time	taken	to	complete	the	subsidy	application,	
makes	it	hard	for	the	subsidy	to	be	used	when	a	house	is	bought	and	sold	on	the	open	market	between	parties	who	
are	not	already	known	to	each	other.	

Step 4: Sale and transfer process 
	
There	are	three	dominant	transfer	processes	evident	in	Delft.	These	include	(see	details	in	figure	6	below):	

- Conventional	(formal)	transfer,	which	may	be	financed	in	whole	or	in	part	with	an	individual	subsidy;	

																																																													
2	This	survey	did	not	find	household	who	mixed	and	matched	funding	methods,	used	microloans,	or	got	Finance	Linked	subsidies	
from	the	government.	However,	is	it	very	likely	that	this	is	a	gap	in	the	data	and	reflective	of	the	way	in	which	questions	were	
asked.		

	The	Individual	Subsidy	

The	 Individual	 Subsidy	 is	 a	 demand	 side	 instrument	
granted	to	low	income	first-time	home	buyers	who	want	
to	 purchase	 a	 new	 build	 or	 resale	 house	 on	 the	 open	
market.		The	maximum	subsidy	amount	is	R160	573,	paid	
to	the	seller	of	the	property	through	the	Conveyancer.		

Qualification	 criteria	 is	 similar	 to	 that	 for	 conventional	
RDP/BNG	housing.	(Western	Cape	Department	of	Human	
Settlements,	2015)	

Buyers	can	access	the	subsidy	in	three	ways:	
• through	an	estate	agent,	
• through	a	conveyancers,	or	
• directly,	on	their	own,	to	the	provincial	department.	
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- Delayed	transfer,	wherein	there	is	agreement	that	the	formal	transfer	will	take	place	once	the	eight	years	sales	
restriction	has	lapsed	or	when	full	payment	is	received;	and	

- Informal	transfer	using	an	affidavit.	
	
	
Figure	6	(below):	the	main	property	transfer	channels	in	Delft		

	
	
Conventional	title	transfer	
Conventionally,	property	is	transferred	using	a	conveyancer,	who	takes	
instruction	from	either	the	seller	or	an	estate	agent.	When	the	buyer	
offers	 to	 purchase	 the	 property	 a	 conveyancer	 draws	 up	 the	 sales	
agreement.	A	deposit,	the	amount	of	which	is	agreed	by	the	parties,	is	
paid	 to	 the	 conveyancer	 whilst	 other	 funding	 is	 being	 amassed	 (e.g.	
mortgage	 bond,	 personal	 loan,	 savings,	 sale	 of	 assets	 etc.).	 Once	
finances	are	confirmed,	 the	conveyancer	prepares	documents	 for	 the	
Deeds	Office	and	the	transfer	of	the	title	is	processed.	Upon	registration	
of	the	new	owner,	the	property	is	officially	transferred	and	handed	over.	

This	process	largely	follows	the	convention	except	in	two	cases:	

1. When	 a	 trust	 account	 is	 not	 used	 and	buyers	 deposit	money	
directly	into	the	bank	account	of	the	seller.		

2. When	an	Individual	Subsidy	is	used:	The	Western	Cape	government	has	recently	released	new	guidelines	for	
the	implementation	of	the	Individual	Subsidy	programme.	Important	elements	of	the	earlier	process	identified	
by	estate	agents	in	Delft	(such	as	the	single	annual	date	for	application	and	the	acceptance	of	unaccredited	
estate	agents)	no	longer	apply.		

Missing	title	deeds	

If	the	title	deed	is	missing	or	the	title	is	
far	away,	or	the	registered	owner	
needs	to	be	located	and	authorise	the	
transfer,	these	factors	can	delay	the	
process	to	up	to	two	years,	as	reported	
by	the	estate	agents	and	paralegals.	
Some	have	gone	as	far	as	to	hire	
investigators	to	try	to	find	missing	or	
deceased	persons.		
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Delayed	title	transfer	
Within	the	Delft	property	market,	creative	ways	to	 ‘work	around’	the	
lack	of	housing	finance	and	the	pre-emptive	clause	(which	has	affected	
some	of	the	properties)	have	been	found.		

When	buyers	and	sellers	wish	to	transact	formally,	but	cannot	due	to	
the	pre-emptive	clause	which	prohibits	sale	for	eight	years	after	the	first	
transfer	of	the	house	to	the	beneficiary,	or	because	households	cannot	
access	finance,	they	enter	into	a	delayed	title	transfer.	Approximately	
46%	of	interviewed	households	took	this	route.		

The	buyer	usually	pays	approximately	50%	of	the	sales	price	to	the	seller	
upfront	and	the	remainder	is	paid	in	instalments	over	time	(essentially	
as	a	 loan	 from	the	seller	 to	 the	buyer)	or	when	the	title	deed	can	be	
transferred	(in	cases	where	the	pre-emptive	clause	applies).		

Interviewees	explained	that	if	an	estate	agent	or	conveyancer	is	used	then	money	may	be	paid	into	a	trust	account	of	
the	agent	or	conveyancer	(which	is	a	special	bank	account	held	by	either	the	agent	or	the	conveyancer	and	which	is	
specially	 regulated	to	ensure	that	deposits	 in	 that	account	are	secure).	 If	 the	transaction	only	occurs	between	the	
buyer	and	seller,	payment	is	made	and	a	written	agreement	is	concluded	between	the	parties	and	then	counter-signed	
by	a	lawyer	or	the	police.	Less	often,	only	a	verbal	agreement	is	made;	even	then	few	respondents	expressed	concern	
about	the	validity	of	these	agreements.		

Informal	transfer	using	an	affidavit		
In	Delft,	it	is	common	that	property	is	sold	without	any	formal	transfer	process.	Once	the	money	is	transferred	from	
the	buyer	to	the	seller,	an	affidavit	is	signed	at	the	police	station.	Money	is	deposited	directly	into	the	account	of	
the	seller	or	paid	in	cash.		Even	in	these	cases,	some	buyers	reported	paying	the	seller	in	instalments.	An	agreement	
to	pay	the	seller	off	overtime	may	be	agreed	upon	between	the	buyer	and	seller.		Some	buyers	noted	that	the	title	
was	‘given’	or	‘handed’	to	them	by	the	seller.	

Step 5: Post sale 

Sellers	
Following	sale	and	transfer,	the	sellers	interviewed	moved	off	of	the	property	to	various	locations	in	Cape	Town	and	
South	Africa.	The	research	encountered	only	properties	which	were	owner	occupied.	However,	anecdotal	evidence	
does	suggest	that	many	properties	in	Delft	are	occupied	by	tenants.	It	is	unclear	where	tenants	go	when	properties	
are	sold.	

Sellers	use	the	money	which	they	earn	from	the	sales	of	property	to	fund	housing,	build	savings,	pay	off	other	debts	
and	pay	for	other	family	expenses.		

Conveyancing	

Buyers	and	sellers	reportedly	paid	
between	R6	300	and	R11	000	for	
conveyancing	fees.	The	conveyancer´s	
fee	was	cited	as	the	most	expensive	
part	of	the	housing	transaction	
process.	This	data	showed	that	25%	of	
buyers	use,	or	planned	to	use,	a	
conveyancer,	some	for	conventional	
transfer	and	some	for	delayed	
transfer.		
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Figure	7	(below):	Diagram	highlighting	seller’s	actions	post-sale	of	their	property	

	

	
Challenges	with	taking	ownership	and	occupation	

- With	 affidavit-only	 and	 delayed-title	 transfers	 there	 is	 a	 risk	
that	 the	 same	 house	 could	 be	 sold	 a	 number	 of	 times	 to	
different	 people,	 ignoring	 the	 provisions	 any	 original	
agreement	 between	 the	 parties.	 Or	 the	 original	 owner	 may	
return	to	claim	back	the	house.	In	this	case	there	are	conflicting	
claims	 on	 one	 property.	 This	 was	 reported	 by	 ‘SANCO	
representatives’	and	estate	agents	as	an	occurrence	with	which	
they	are	familiar.	

- In	 all	 cases,	 existing	 residents	or	 tenants	may	not	move	out.	
Some	tenants	are	paying	rent;	others	were	́ given´	or	informally	
bought	the	house.	There	is	a	risk	to	an	unknowing	buyer	that	
once	they	have	purchased	the	house,	they	will	not	be	able	to	
remove	the	tenants	easily.	This	is	particularly	challenging	when	
tenants	have	nowhere	to	go	or	feel	that	it	is	their	right	to	live	
there.		

	

Holding	property		
Holding	property	refers	to	the	continued	process	of	occupation.	The	challenges	of	holding	property	vary	depending	
on	the	sale	and	transfer	process	used.			

Conventional	transfer:	This	is	the	safest	transfer	process	used	because	it	the	registered	owner,	the	holder	of	the	title	
deed,	with	the	strongest	legal	protection	against	other	people	who	might	want	to	take	or	use	the	house.	However,	
when	a	sale	is	made	using	a	mortgage	bond	payment,	 in	order	to	continue	to	hold	the	property,	the	loan	must	be	
serviced.	If	the	loan	is	not	serviced,	the	bank	or	other	financial	institutions	has	the	right	to	foreclose	and	repossess	the	

Evictions	

Should	there	be	a	tenant	or	an	owner,	
who	bought	the	house	informally,	living	
in	a	house	that	has	now	been	sold	
without	their	knowledge,	SANCO	street	
committee	members	will	negotiate	any	
disagreements	between	parties.		

Where	rental	houses	have	been	sold	off	
without	the	tenants/owners	knowing	–	
SANCO	and	the	anti-eviction	group	have	
defended	the	rightful	tenants/owners	in	
eviction	cases.	



14	
	

property,	 so	 there	 is	 an	 inherent	 qualification	 of	 the	 strong	 legal	 protection:	 you	 lose	 that	 protection,	 and	 your	
property,	 if	 you	 can’t	 keep	 up	 the	 mortgage	 payments.	 Macro-economic	 circumstances	 (such	 as	 interest	 rates,	
employment	etc.)	can	impact	on	the	affordability	of	monthly	repayments.	Property	websites	such	as	MyRoof.co.za	are	
used	by	banks	 to	 resell	 foreclosed	and	 repossessed	properties.	 	The	number	of	Delft	properties	 listed	by	 financial	
institutions	on	sites	such	as	this	show	that	households	are	struggling	to	pay	back	loans.		

Delayed	transfer:	While	most	interviewees	seemed	confident	in	the	security	of	this	process,	there	are	a	number	of	
potential	risks	including:	

- The	legal	owner	could	return	and	claim	the	property.	The	property’s	market	value	may	have	increased	over	
the	years	and	the	seller	may	then	want	to	pull	out	of	the	original	agreement	(this	is	similar	to	the	situation	
with	affidavits,	discussed	below).	

- There	is	no	clarity	on	what	happens	if	the	person	cannot	pay	the	outstanding	balance.	
- In	some	cases,	an	estate	agent	or	conveyancer	may	be	trusted	with	the	paperwork.	However	if	one	of	the	

parties	to	the	transaction	moves,	dies,	or	loses	the	paperwork	over	the	period	there	would	be	no	way	to	
complete	the	transaction.	

Social	networks,	community	representative	committees	(e.g.	those	affiliated	to	SANCO),	the	police	and	locally	based	
real	estate	agents	are	used	to	reduce	this	risk.	If	recorded	in	writing,	this	risk	is	mitigated	by	signing	an	affidavit	or	
drawing	up	a	sales	agreement.	The	use	of	social	networks	and	community	representatives	reduce	the	risk	by	ensuring	
that	a	number	of	people	in	the	community	act	as	witnesses	to	the	sales	agreement.	For	example,	in	the	case	of	SANCO,	
the	 representatives	 are	 acknowledged	 as	 leaders	 in	 their	 community	 and	 the	 organisation	 itself	 has	 built	 up	 a	
reputation	over	many	years	of	community	support	and	development	that	it	wishes	to	maintain.	Trusting	relationships	
are	key	in	property	transfer	processes	in	Delft.	However,	at	any	stage	of	the	transaction	process	an	agreement	can	be	
breached	and	conflict	or	loss	of	money	arises.	No	finance	institution	or	the	Deeds	Registrar	is	present	to	hold	parties	
accountable	to	their	obligations	or	to	enforce	their	rights.	

Affidavit:	With	only	an	affidavit,	holding	properly	can	be	a	challenge.	A	common,	serious	challenge	in	Delft	when	using	
an	affidavit	is	the	return	of	the	legal	owner	to	the	property.	There	are	two	common	variations	of	this	scenario:	

- The	legal	owner	was	unaware	of	the	sale	and	he/she	finds	out	subsequently	that	a	third	party	has	fraudulently	
sold	the	house	to	the	current	occupier.	The	legal	owner	then	returns	to	claim	what	is	rightfully	his	or	hers.		
This	is	essentially	a	scam	in	which	the	current	occupier	suffers,	often	grievously.		

- The	legal	owner	realises,	at	a	much	later	date,	that	he/she	undersold	the	property	and,	in	fact,	now	would	like	
more	money	 for	 it.	The	 legal	owner	 returns	 to	 reclaim	the	property	 for	more	money.	 In	some	cases,	 local	
SANCO	 representatives	 report	 negotiating	 these	 disagreements	 and	 settling	 on	 fair	 compensation	 for	 the	
parties	involved.		A	notable	case	involved	a	person	who	sold	their	house	for	R10	000.	S/he	later	realised	that	
it	was	worth	much	more	and	requested	SANCO	to	negotiate.	SANCO	persuaded	the	buyer	to	pay	a	portion	
more,	given	that	the	value	of	the	property	was	clearly	higher.	The	seller	then	stopped	trying	to	reclaim	the	
property.	

Investments	
When	holding	property,	households	often	chose	to	invest	in	home	improvements.	In	Delft	house	extensions	and	
property	(re)development	include:	

Incremental	extensions	for	personal	use:	Owners	build	additional	rooms	and	make	alterations	to	the	structure	of	the	
house.	Beyond	personal	use	whilst	living	in	the	house,	the	owner	also	increases	the	value	of	the	property.	However,	
valuers	working	for	banks	do	not	take	into	account	unapproved	extensions	when	valuing	the	property.	In	some	cases,	
these	extensions	might	even	lower	property	value	estimates	because	of	the	cost	of	remedying	illegal	construction.	
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Nonetheless,	 very	 few	 household	 expressed	 a	 concern	 with	 the	 absence	 of	 building	 and	 planning	 approvals	 of	
extensions.		

Second	or	multiple	dwellings:	Owners	build	second	structures	to	rent	out	to	tenants.	These	extensions	include	both	
backyard	structures	and	extra	rooms	in	the	house,	both	to	be	rented	out	for	additional	income.		

Demolition	and	redevelopment:	Micro-developers	buy	property	with	large	stands	(e.g.	200	m²).	They	will	demolish	
the	old	house(s)	and	rebuild	on	the	site.	In	Delft,	some	of	the	so	called	asbestos	houses	are	bought	for	redevelopment,	
due	to	the	poor	quality	of	the	houses	and	large	plot	sizes.	A	small-scale	apartment	block	is	built	with	4-8	units.	The	
units	are	only	for	rent	and	are	let	out	at	the	highest	possible	rentals,	i.e.	as	a	commercial	proposition	for	the	developer	
and/or	owner.	These	developers	have	adapted	conventional	approaches	to	property	development	to	fit	the	conditions	
prevailing	 in	 Delft.	 While	 this	 is	 still	 small	 scale,	 the	 micro-developer	 interviewed	 notes	 that	 it	 is	 increasing	 in	
prevalence.		

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

Materials	 and	 credit	 for	 investments:	Material	 suppliers	 in	Delft	 play	 a	 role	 in	 expanding	affordability	within	 this	
market.	All	three	interviewed	outlets,	provided	materials	which	could	be	paid	off	over	time.	Two	of	the	three	offered	
credit,	while	one	only	offered	a	‘lay-buy’	facility.		These	outlets	report	allowing	up	to	R25	000	in	credit	which	can	be	

Figure	8	(left)	and	Figure	9	(left):	
Incremental	upgrading	property	with	
extensions	of	houses	and	additional	
structures	in	the	backyard.	
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paid	off	in	three	to	five	years.	The	interest	rate	is	approximately	20%	(more	than	a	conventional	mortgage	but	less	
than	a	conventional	‘unsecured’	microloan).		

The	rental	market	in	Delft:	Rental	housing	stock	in	Delft	is	an	important	component	of	the	property	market	in	Delft.	
This	is	evident	in	the	map	given	below	which	shows	the	proportion	and	number	of	households	in	each	sub-place	that	
say	that	they	are	renting	accommodation.		

In	2011,	Census	 indicated	 that	Delft	South	 (31%)	and	
The	 Hague	 (21%)	 had	 the	 greatest	 proportion	 of	
households	 renting;	 followed	by	Voorbrug	 (20%)	 and	
Roosendal	(19%);	and	lastly	Eindhoven	(16%)	and	Delft	
SP	 (15%).	 Most	 tenants	 interviewed	 for	 this	 study	
indicated	 that	 they	 would	 buy	 in	 Delft	 if	 they	 could	
afford	to.		

	  

Figure	10:	Number	and	percent	of	households	renting		
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Section 3 Implications and Conclusions 

3.1 Understanding the transaction processes in Delft: breaking the ‘formal- informal’ divide  
There	are	a	number	of	channels	which	households	use	to	transact	property	in	Delft.	Some	of	these	channels	align	with	
conventional	 purchase	 and	 transaction	 practices,	 while	 others	 vary	 from	 those	 practices.	 	 For	 example,	 when	
conveyancing	firms	hire	investigators	to	find	missing	title	deeds	or	owners	and	when	formal	estate	agents	enrol	the	
use	of	informal	agents	who	better	understand	local	markets,	these	too	represent	variations	on	conventional	‘market	
intermediary’	practices.	 	Also,	when	the	 Individual	Subsidy	 is	used	this	 represents	a	variation	 in	 terms	of	payment	
typologies,	given	that	the	state	rather	than	the	buyer	or	a	bank	puts	forward	the	money	to	purchase	the	house.		

These	variations,	by	and	large,	work	to	overcome	issues	of	affordability	or	challenges	related	to	titling.	However,	the	
processes	 and	 practices	 cannot	 be	 simply	 labelled	 as	 ‘formal’	 or	 ‘informal’.	 In	 reality,	 the	 majority	 of	 market	
transaction	processes	have	both	elements	of	informality	and	elements	of	formality.		

3.2 Challenges faced by households active in the market 
The	property	market	 in	Delft	 is	constrained	and	supressed	by	the	many	risks	evident	 in	this	market.	 In	addition	to	
these	risks	low	levels	of	affordability,	which	are	in	part	brought	on	by	a	lack	of	housing	finance	products	aimed	at	
and	suitable	for	low	income	households,	supress	effective	demand	for	housing.	Also,	other	actors,	such	as	lawyers	
and	formal	estate	agents	are	discouraged	from	working	in	Delft	due	to	the	high	costs	and	time	consuming	nature	of	
following	conventional	processes.	These	factors	reduce	activity	in	Delft´s	property	market.	This	arises	particularly	in	
the	buying	and	selling	of	houses	for	upward	movement	on	the	housing	ladder.		

Some	of	the	most	critical	issues	are	discussed	below:		

Scams and mistrust 
Scams	create	risk	in	the	market.	Scams	are	made	easier	by	the	irregular	nature	of	transactions;	when	an	entire	process	
operates	outside	of	conventional	processes	it	is	difficult	to	know	if	sales	are	legitimate	and	to	prosecute	dishonest	or	
fraudulent	conduct	that	arises	during	that	process.	This	research	shows	that	scams	are	a	major	concern	for	housing	
buyers	and	informal	estate	agents.	There	have	been	a	number	of	scams	involving	the	sale	of	property	without	the	
owner’s	consent	and/or	the	sale	of	a	single	property	to	many	buyers.	Although	the	details	of	the	scam	process	have	
been	 difficult	 to	 document,	 it	 is	 clear	 that	many	 households	 have	 lost	 years	 of	 savings	 in	 this	way.	 These	 scams	
discourage	households	from	buying	in	areas	like	Delft,	supressing	demand	in	the	area.	The	widespread	paucity	of	trust	
among	and	between	housing	market	actors	creates	an	environment	in	which	the	term	scam	is	used	widely,	even	to	
describe	activities	that	one	or	other	party	may	perceive	as	unfair	but	are	not	necessarily	fraudulent	or	dishonest.	

Poor quality housing stock 
In	Delft,	some	subsidised	houses	were	built	with	structural	defects.	Over	time,	these	structural	defects	are	aggravated	
by	the	lack	of	upkeep	by	home	owners,	especially	where	title	has	not	been	transferred	to	the	beneficiary.	Building	
additions	 and	 alterations	 are	 almost	 never	 approved	 by	 the	 City	 of	 Cape	 Town	 in	 terms	 of	 applicable	 building	
regulations.	Consequently	this	investment	fails	to	add	to	the	financial	value	of	the	property	(when	it	comes	to	formal	
valuation	processes).	Due	to	the	risks	and	costs	involved,	financial	institutions	often	see	subsidised	structures,	and	the	
extra-legal	additions	which	households	have	made,	as	financial	liabilities.	This	undermines	the	ability	of	this	housing	
to	serve	as	an	asset	for	households	as	they	move	up	the	housing	ladder.		

Limited affordability and finance 
Where	 poverty	 levels	 are	 high	 and	 the	mortgage	 bond	market	 is	 stagnant,	 if	 not	 declining,	 there	 is	 low	 effective	
demand	for	housing.		Buyers,	on	average,	reported	being	unable	to	afford	more	than	R73	000.	Interested	buyers	(such	
as	current	tenants)	are	unable	to	afford	the	purchase	of	a	house	in	Delft.	The	limited	availability	of	finance	can	be	
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attributed	to	the	poor	credit	records	of	buyers	and	the	compromised	housing	stock	in	the	area	(see	above).	The	high	
level	of	poverty	 is	not	 the	only	deterrent	of	mortgages,	but	 it	 is	a	significant	 factor	 impacting	on	the	reach	of	 the	
market.	Limited	affordability	begets	‘delayed	transfers’	which	introduce	significant	risks	for	buyers	(discussed	below).	
In	addition,	they	force	sellers	to	become	‘lenders’.	There	appear	to	be	few	options	for	alternative	finance.		

High cost of knowledge and access 
Informal	estate	agents	charge	up	to	30%	commission	in	Delft.	Their	services	are	generally	procured	by	buyers,	rather	
than	sellers.	This	highlights	that	there	 is	a	demand	for	estate	agents,	 in	particular	among	those	seeking	to	enter	a	
market	where	 they	 lack	 local	 knowledge.	 Importantly,	 the	 informal	 agents	who	were	 interviewed	expressed	 their	
desire	to	become	registered	in	order	to	grow	their	businesses	and	become	more	established.	However,	it	is	unclear	if	
these	agents	would	be	willing	to	adjust	their	practice	to	fit	the	rules	and	regulations	of	the	sector.	There	is	clearly	a	
need	for	further	research	in	order	to	understand	the	potential	for	improving	the	service	provided	by	estate	agents	and	
related	market	 facilitators.	 	 In	 particular	 it	will	 be	useful	 to	establish	whether,	 in	 rand	 terms,	 30%	of	 an	 informal	
transaction	price	is	more	or	less	than	the	typical	7%	charged	by	a	registered	agent	in	a	formal	transaction.		

If	an	organization,	such	as	a	municipality,	a	provincial	department,	the	estate	agents	or	conveyancers	professions	or	
finance	 institutions,	 wish	 to	 increase	 access	 to	 knowledge	 –	 and	 thus	 to	 lower	 the	 costs	 of	 accessing	 market	
information	–	there	are	numerous	ways	in	which	this	can	be	addressed.		Online	resources,	notices	in	local	newspapers,	
pamphlets	and	knowledge-sharing	workshops	are	all	possibilities.	 	The	 low	levels	of	current	access	to	 information,	
together	with	 the	widespread	distrust	 in	 the	market,	 combine	 to	demand	 that	any	 such	 intervention	needs	 to	be	
concerted	 and	 sustained.	 	 It	 will	 also	 need	 to	 pay	 careful	 attention	 to	 the	 possible	 dangers	 of	 sharing	 market	
information	that	is	personal	and	which,	once	made	public,	may	expose	the	parties	to	a	transaction	to	the	threat	of	
dispossession	or	violence.	

Titling constraints 
Title	deed	complications	discourage	households	from	following	conventional	processes.	Often	title	deeds	have	not	
been	 issued	 to	 original	 housing	 beneficiaries.	 Where	 they	 have	 been	 issued	 the	 property	 has	 changed	 hands	
subsequently,	 sometimes	 many	 times,	 under	 informal	 and	 thus	 unregistered	 sales.	 In	 other	 cases	 the	 original	
beneficiary	has	died	and	the	property	has	not	passed	on	to	his	or	her	heirs	or,	where	it	has,	the	inheritance	has	not	
been	recorded	in	the	Deeds	Register	as	a	transfer.	While	the	use	of	delayed	transactions	in	Delft	reflects	the	creativity	
and	ingenuity	of	this	market,	there	are	also	substantial	risks	for	the	buyer.	The	lack	of	access	to	finance	and	the	RDP	
house	pre-emptive	clause	constrain	buyers	and	sellers	to	operate	independently	in	the	market	and	face	many	risks	of	
losing	their	assets	in	a	transfer	process.	When	there	is	no	title	deed,	there	is	no	legal	security	of	tenure.	The	buyer	may	
either	be	evicted	by	the	legal	owner	in	future	if	he/she	returns.	Or	tenants	living	in	the	house	at	the	time	of	transfer	
may	refuse	to	leave.	The	buyer	might	not	only	lose	all	their	savings	in	the	process,	but	they	also	have	no	legal	ground	
to	make	a	case.		

Together,	 these	findings	show	that,	by	and	 large,	people	are	making	rational	decisions	about	buying	and	selling	
within	a	dysfunctional	housing	market,	a	market	which	inhibits	the	range	of	benefits	that	would	ordinarily	accrue	
to	sellers	and	buyers	of	houses.		It	is	also	a	market	that	imposes	high	transaction	costs	on	all	parties,	which	is	partly	
at	least	a	consequence	of	the	low	levels	of	trust.	

3.3 Myths 
Some	of	the	common	thinking	on	RDP	housing	market	is	too	simplistic,	too	generalised	and	some	of	it	has	assumed	
mythic	proportions.	For	example,	below	some	of	the	‘myths’	about	these	housing	markets	that	the	market	experience	
in	Delft	debunks	(to	a	greater	or	lesser	extent)	are	identified:	
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‘RDP housing beneficiaries do not value title deeds’  
In	fact,	the	value	of	the	title	deed	was	well	understood	by	buyers,	sellers,	estate	agents,	and	‘SANCO	representatives’.	
Whether	or	not	it	actually	applied	in	practice,	the	pre-emptive	clause	is	a	major	concern	for	many	buyers	and	sellers.	
The	process	of	a	‘delayed	transfer’	–	itself	a	response	to	the	constraints	(real	or	perceived)	imposed	by	the	clause	-	
demonstrates	 the	value	placed	on	a	 title	deed	by	market	participants.	 	Those	people	 that	do	own	houses	and	are	
registered	as	such	are	inevitably	reluctant	to	sell	as	they	are	cognisant	of	the	value	of	what	they	hold.	

‘People sell their homes and move to the slums’ 
In	 fact,	people	are	 selling	 their	houses	 to	move	 to	many	different	places.	The	majority	of	people	plan	 to	move	 to	
another	housing	opportunity	in	and	around	Delft	or	the	Eastern	Cape.	Nevertheless,	a	significant	portion	–	around	one	
third	-	plan	to	move	to	the	nearby	TRA,	which	is	similar	to	a	slum	(but	not	necessarily	the	sort	of	slum	that	features	in	
the	often-told	myth)	.	This	is	cause	for	concern	and	should	be	researched	in	more	detail.		

‘People do not know the value of their property’ 
Some	people	do	not	know	what	their	property	is	worth.	However,	many	know	that	there	property	is	worth	more	than	
they	will	be	able	to	sell	it	for.	They	sell	it	for	less	because	they	need	to	sell	quickly,	they	know	that	people	do	not	have	
a	lot	of	money,	and/or	they	are	aware	of	the	unappealing	qualities	(such	as	structural	defects	and	missing	title	deeds).		
A	number	of	buyers	even	consider	Delft	a	good	investment,	suggesting	that	they	appreciate	and	recognize	the	small	
amount	they	are	paying	relative	to	the	cost	of	construction.		

‘Informal markets are working well for the poor and they should not be intervened in’ 
In	fact,	many	people	reported	fear	of	buying	in	the	informal	market	and	a	desire	for	more	clarity	and	security	in	the	
process.	The	fear	of	scams	and	exploitation	is	great.	In	addition,	informal	real	estate	agents	charge	a	lot	more	for	their	
services	than	their	formal	counter	parts.		Some	of	the	risks	and	challenges	of	this	market	are	mitigated	by	the	local	
SANCO	branch	which	has	created	a	role	 for	 itself	 in	dispute	resolution	and	negotiation.	 	Social	networks	and	 local	
institutions,	therefore,	do	play	a	role	in	supporting	these	markets	when	challenges	arise.		

‘Wealthy people are buying RDP housing and displacing the poor’ 
In	fact,	the	median	income	of	a	RDP	housing	buyer	is	just	above	the	subsidy	threshold	(R3	800).	The	majority	of	buyers	
are	people	who	would	not	otherwise	be	able	to	buy	housing	and	are	unserved	by	the	existing	market.	They	could	be	
referred	to	as	the	‘lower	gap	market’.		However,	nearly	40%	of	those	buying	have	permanent	and	full	time	work.	This	
suggests	that	access	to	housing	can	be	improved,	and	people	can	and	are	willing	to	contribute	to	their	own	housing,	
if	livelihoods	and	unemployment	issues	are	addressed.		

3.4 Things we still do not understand 
This	study	took	a	survey	approach.	This	method	of	data	collection	does	not	allow	for	nuances	and	variations	to	be	
understood.	Still	more	work	is	needed	to	fill	the	gaps	in	our	knowledge	on	how	these	markets	function,	and	even	
more	so,	how	they	could	be	reshaped	or	supported	to	work	better	for	buyers	and	sellers.		This	will	require	both	
more	intensive,	more	targeted	survey	analysis,	but	also	demands	different	research	methods	that	will	enable	a	
deeper	‘drilling	down’	into	household	and	actor	choices	and	preferences.	

In	particular,	there	needs	to	be	a	clearer	understanding	of	how	various	factors	relating	to	the	quality	of	house	and	
area,	as	well	as	the	transaction	process,	impact	on	the	price.	This	is	much	more	complicated	than	dividing	the	market	
between	formal	and	informal	transactions,	as	many	variables	appear	to	impact	on	price.		

More	research	is	needed	to	understand	how	property	is	financed.	While	this	study	achieved	a	broad	understanding,	
more	details	would	be	useful	and	offer	insights	into	more	appropriate	financial	tools	and	instruments.		Thus,	more	
work	is	needed	on	identifying	the	sources	of	finance	used	by	buyers.		For	example,	to	what	extent	are	micro-loans	
used,	are	employers	a	significant	source	of	financial	support,	are	the	sales	of	previously	owned	houses	used	to	
finance	the	purchase	of	new	ones?	



20	
	

Understanding	informal	transactions.		By	their	nature	these	are	transactions	that	are	difficult	to	capture	in	a	survey-
based	study.		The	actors	are	conscious	of	the	extra-legal	nature	of	their	activities	and	are	anxious	that,	if	this	is	
exposed,	their	housing	asset	may	be	lost.		They	are,	not	without	justification,	suspicious	of	sharing	the	details	of	their	
transactions	(price,	negotiating	history,	payment	methods)	with	a	third	party.		So,	firstly,	further	work	is	needed	to	
explore	alternative	ways	of	gleaning	this	sort	of	market	data,	without	placing	individual’s	investments	and	savings	at	
risk,	or	even	of	creating	any	suspicion	that	this	may	occur.		Price	data	is	particularly	difficult	to	obtain	when	a	sale	is	
not	formally	registered.		Even	when	it	is	formally	registered	there	is	no	guarantee	that	the	indicated	price	actually	
reflects	the	full	price	actually	paid	and	received	(which	is	a	feature	of	all	registered	property	transactions,	
irrespective	of	the	value	of	the	property).		Secondly,	there	is	clearly	an	intricate	and	changing	set	of	relationships	
between	formal,	registered	estate	agents	and	other,	less	formal	brokers,	agents	and	market	facilitators.		
Understanding	the	different	incentives	and	disincentives	that	drive	these	actors	to	work	together	(or	not),	to	choose	
to	facilitate	more	formal	as	opposed	to	more	informal	transactions	and	how	they	charge	for	their	services	are	all	
issues	that	need	further,	deeper	research.	

In	addition,	while	this	work	sought	to	get	an	understanding	of	transaction	costs,	it	was	difficult	to	get	clarity	due	to	
the	highly	varied	situations.	In	future,	it	would	be	useful	to	get	clarity	on	all	of	the	costs	which	are	factored	into	
transactions	by	households	and	other	property	actors.	This	includes	both	resources	and	time.	This	sort	of	
information	could	offer	valuable	insights	into	blockages	in	the	market.	

3.5 Conclusion 
This	research	shows	that	Delft	has	an	active	property	market.	Within	this	market,	households	are	using	a	range	of	
channels	 to	 buy	 and	 sell	 property.	 However,	 despite	 this	 activity,	 the	market	 is	 heavily	 constrained.	 Households	
operating	in	this	market	do	so	under	challenging	circumstances,	constrained	by	a	lack	of	finance,	tenure	insecurity,	
lack	of	information,	and	(in	some	cases)	poor	quality	home	construction.		

These	challenges	have	been	capitalised	upon	by	market	actors,	such	as	informal	real	estate	agents,	material	suppliers,	
title	deed	‘investigators’	and	others,	who	find	a	niche	for	their	services	in	the	gaps	and	dysfunctions	in	the	market.	
Others,	 such	as	police	officers	and	SANCO	members,	 find	their	 roles	modified	or	expanded	to	 fit	 the	needs	of	 the	
market.	Still	others,	such	as	scammers	and	criminals,	maliciously	take	advantage	of	the	insecurity	in	this	market.		

These	challenges,	costs,	and	risks	are	likely	to	dissuade	households	from	taking	full	advantage	of	housing	assets	and	
building	upon	the	huge	investment	which	the	state	has	made	into	low	income	communities.	Within	this	context,	there	
is	 clearly	 a	 need	 for	 these	 housing	markets	 to	work	 better,	 creating	more	 value	 for	 low	 income	 households	 and	
communities.		

This	research	goes	some	way	in	identifying	the	ways	in	which	these	markets	can	be	improved	and	providing	knowledge	
which	nuances		the	‘myths’	which	are	commonly	perpetuated	about	this	market.	
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