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Abstract 

This minor dissertation investigates the challenges experienced by private 

sector developers in supplying inner-city inclusionary housing and explores 

possible interventions by the state to overcome these challenges to advance 

such developments. This research used a case study method with various 

primary and secondary data collection techniques such as a literature review, 

precedent analysis, development appraisal and semi-structured interviews. 

The data analysis was undertaken using pattern matching and descriptive 

statistics. The research findings put forward specific state interventions such as 

inclusionary zones, pro-active up-zoning, area medium income, in-lieu fees, 

density bonuses, fast tracking planning applications, access to subsidies, 

making well-located public land available, and access to infrastructure. The 

most significant context appropriate intervention identified was the need to 

fast track statutory approval processes for inclusionary housing development 

applications, density bonus and making well-located public land available at 

a reduced price to assist private developers to supply inclusionary housing 

developments in inner-city areas such as Cape Town, South Africa. 
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Chapter 1: Introduction  

Globally, access to decent and well-located affordable housing is considered 

to be so fundamental to the health and well-being of people and the 

functioning of urban economies, that it is imbedded in the United Nations 

Universal Declaration of Human Rights (Woetzel, 2014). Well-located 

affordable housing facilitates socio-economic inclusion by improving access 

to urban opportunities for lower-income households, reducing transport and 

infrastructure costs, which subsequently produces a more environmentally 

sustainable, socially inclusive and financially viable city (Aucamp and 

Moodley, 2002; Venter et al, 2004; Turok 2009; Harrison and Todes, 2014; 

Woetzel, 2014; Hogarth, 2015). Yet, in both advanced and developing 

economies, cities struggle with the dual challenge of housing poor citizens and 

developing homes at a reasonable cost for low-middle income populations 

(Woetzel, 2014). These challenges are exacerbated by the rapid growth of 

cities, the exclusionary nature of high-income housing developments, the 

limited affordable housing options and economic pressures such as the 

lagging income of low-middle income wage earners, which impacts on 

household disposable income and affordability (WCG, 2021; McGaffin, 2018). 

 

In South Africa, cities have been the drivers of considerable growth, generating 

nearly two thirds of the country’s economic activity and just over half of 

national employment (City of Cape Town, 2016; Juries, 2018). However, despite 

robust growth, South African cities are considered to be some of the most 

unequal, spatially fragmented, and unevenly developed in the world, with 

extreme differences in living standards within and between regions 

(Christopher, 2001; Todes et al, 2010; Todes and Turok, 2018; Juries, 2018). The 

unequal, spatially fragmented and unevenly developed urban context in 

South African cities are largely due to the country’s historical exclusionary 

policies during the apartheid regime, which limited access to cities for black1 

                                            

1 Black refers to all persons categorised as non-white by the apartheid state.  
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people by locating and restraining them to peripheral areas (Juries, 2018).  The 

apartheid spatial structure marginalised black individuals and resulted in a 

disproportionate amount of time and money having to be spent on 

commuting from the urban periphery to distant areas of opportunity (Behrens 

and Wilkinson, 2003).  

 

In Cape Town, like many South African cities, the apartheid socio-spatial 

legacy is a fundamental challenge and of high priority in terms of urban 

restructuring for the City of Cape Town (City of Cape Town, 2012a; Juries, 2018). 

However, the complication is that the previously disadvantaged, highly dense, 

and poorly serviced black and coloured communities are located on the 

urban periphery furthest away from economic and employment opportunities 

as a direct result of the Group Areas Act (Refer to Figure 1).  

 

Figure 1: Cape Town residential and employment density. (Source: City of Cape Town, 2017a) 

Given Cape Town’s socio-spatial legacy, coupled with its unsustainable urban 

form and structure, the well-located affordable housing challenge becomes 

complex. The complexity is largely defined by three factors such as the 

substantial backlog in the supply of affordable units; the frequent 

development of lower density housing settlements on the edge of the city with 

poor access to economic opportunities and social facilities, the resultant 

impact on the efficiency and effectiveness of municipal service delivery 

(Massyn et al, 2015). To add to the complexity, private housing developments 

continue to produce a predominantly low-density, suburban, private vehicle-
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dominated housing product (Massyn et al, 2015). Therefore, most urban 

planning and housing-related public policy interventions advocate the 

provision of higher-density, well-located affordable housing within inner-city 

areas. However, given these policy intentions, limited well-located affordable 

housing units have been developed in cities such as Cape Town. 

In Cape Town, it is estimated that over 500 000 households will require 

additional housing by 2028 (City of Cape Town, 2021). However, the collective 

supply of the public and private sector equates to approximately only 20 000 

new formal dwellings per annum (City of Cape Town, 2021). Consequently, 

there will be a significant shortfall in the supply of approximately 30 000 formal 

housing opportunities per annum given the ever increasing level of housing 

demand.  

Notwithstanding this shortfall, the theory of housing demand has its foundation 

in consumer choice theory, which is fundamentally concerned with how a 

rational consumer makes consumption decisions (McGaffin et al, 2016). The 

theory states that each consumer will try to reach the highest possible level of 

utility (Lancaster, 1966; McGaffin et al, 2016). While demand is driven by a 

consumer’s needs and preferences, the choice is constrained by the 

affordability and availability of the good. Therefore, a consumer will choose 

the good with a particular set of attributes that is available, affordable and 

results in the highest level of utility being achieved (McGaffin et al, 2016). 

However, as both households and houses are dissimilar in nature and possess 

different bundles of characteristics and attributes, a series of housing sub-

markets exist (Galster, 1996). Galster (1996) defines a sub-market as a grouping 

of households and houses that share a unique and similar set of attributes. More 

importantly, Galster (1996) states that the main defining feature of a sub-

market is whether each household or house in the group can be substituted in 

terms of the attributes they possess. McGaffin et al, (2016) states that housing 
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attributes are valued differently depending on the characteristics of 

households which will influence dwelling type choice. Thus, housing sub-

markets arise as a result of the way in which segmented demand is matched 

to the disaggregated housing stock (Watkins, 2001). Given Cape Town’s 

housing backlog and unique housing market, the lower level of household 

affordability, over-indebtedness and their inability to take on more credit is 

becoming an increasing problem. Currently, households require a minimum 

gross income of R20,000 a month to access the financing necessary to 

purchase an entry level mortgage-financed formal private dwelling. However, 

over 70% of the households within Cape Town are unable to enter the formal 

housing market due to their low household income ranging between R0 and 

R22,000 per month (City of Cape Town, 2021). The demand for affordable 

housing within the lower income earning category of households (<R3 500 per 

month), is covered by the state’s full subsidy Breaking New Ground BNG 

housing programme. However, the so-called gap market (households who 

earn between R3500 – R22 000 per month) receive minimal state support for 

home purchases outside of the Finance Linked Subsidy Programme (FLISP). 

Thus, this dissertation is focused on the gap market and the ability of the private 

sector to advance the supply of well-located affordable housing to this 

segment of the housing market. 

 

Given the fact that effective demand is a function of household income, 

which is a function of skills, education and the state of the economy; it is highly 

unlikely that the level of effective demand will increase in the near future 

(Massyn et al, 2015). A significant consequence of the low effective demand 

for housing at market related prices is that the final required house values is 

often lower than the costs and profits needed to develop them, thus, the 

current delivery of well-located affordable housing is almost non-existent 

(Massyn et al, 2015). Considering the limited capability of existing housing 

policies to adequately address the growing demand of low-income 

households for well-located affordable housing, cities in South Africa 
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specifically Johannesburg are turning to inclusionary housing as a land value 

capture tool to leverage a portion of the increased land value associated with 

additional development rights to finance affordable (gap) housing. These are 

in new well-located developments that would otherwise solely include market 

rate housing. Inclusionary housing as a land use regulation can also act as a 

mechanism for integration and social inclusion by mitigating against spatial 

inequality that results from purely market-driven planning practice and 

countering the apartheid spatial legacy of racial inequality and segregation. 

The Spatial Planning Land Use Management Act, Act 16 of 2013 (SPLUMA) 

includes development principles that apply to all aspects of spatial planning, 

land development and land use management in South Africa. These principles 

include: 

 

 Spatial justice: redress spatial imbalance through improved access to and 

use of land, and inclusion of people previously excluded. 

 Spatial sustainability: the effective and equitable functioning of the land 

market and development in locations that limit urban sprawl. 

 Spatial efficiency: land development that optimises the use of existing 

resources while minimising negative financial, social, and economic or 

environmental impacts. 

 Spatial Resilience: flexibility in spatial plans, policies and land use 

management systems must be accommodated to ensure sustainable 

livelihoods in communities most likely to suffer the impacts of economic and 

environmental shocks 

 Good administration: Inter-governmental coordination and transparent 

public participation processes in the preparation and amendment of 

spatial plans, policies, land use schemes and development application 

procedures. 

  

The SPLUMA development principles and framing objectives make it clear that 

redressing spatial inequality and social inclusion are central goals to be 
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achieved by the state. Thus, inclusionary housing as a planning and land use 

regulatory tool presents a unique opportunity for South African cities to realise 

the SPLUMA development principles, by incentivising private sector developers 

to supply well-located affordable housing products. 

 

Although urban planning and housing-related public policy interventions in 

South Africa advocate the provision of higher-density, well-located affordable 

housing within inner-city areas, limited well-located affordable housing units 

have been developed in cities such as Cape Town. The research problem can 

therefore be stated as: 

 The state has not put in place clear, decisive and effective Inclusionary 

Housing policies and regulatory instruments to address financial viability and 

encourage private sector developers to provide adequate affordable gap 

housing within inner-city areas in South Africa. 

 

The research questions to be addressed may be stated as: 

Primary Question:  

 

 What state interventions and best practice methods could be 

considered to overcome the private sector challenges and to 

advance the supply of inclusionary housing in inner-city areas in South 

Africa? 

 

Secondary Questions: 

 What are the private sector challenges in supplying inclusionary 

housing in inner-city areas of South Africa? 

 What planning, financial, infrastructure and other mechanisms should 

be considered by the state to advance the supply of inclusionary 

housing in inner-city areas of South Africa? 
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As a response to the need to deliver well-located affordable gap housing, the 

aim of this research is to identify the problems experienced by private sector 

developers in supplying inclusionary housing in inner-city areas and to explore 

possible interventions by the state to overcome these challenges. Cape Town 

was considered as a case study with a site (Erf 11710, Woodstock) in 

Woodstock considered to be the unit of analysis.  

The research proposition to be tested in this study is: 

 Context appropriate state interventions can assist private sector developers

to overcome the challenges experienced in supplying inclusionary housing

within inner-city areas of South Africa.

Considering the aim of this study, the research objectives to be achieved are 

to: 

 Explore the characteristics of affordable gap housing in inner-city areas of

South Africa.

 Explore private sector challenges in supplying inclusionary housing in inner-

city areas of South Africa.

 Determine what planning, financial, infrastructure and other mechanisms

should be considered by the state to assist the private sector to advance

the supply of inclusionary housing in inner-city areas of South Africa.

The research includes an in-depth literature review of publications, reports and 

policies dealing with affordable housing. This research draws on a case study 

methodology as advocated by Yin (2015), with Cape Town as the case study. 

As part of the case study, a development appraisal of a site ( Unit of analysis, 

Erf 11710, Woodstock) in Woodstock was conducted. The primary data will be 
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collected through interviews and the method of data analysis techniques used 

will be pattern matching analysis and descriptive statistics. 

 

 The study will be limited to the development of inclusionary housing 

within the inner-city areas of Cape Town. 

 The study includes an appraisal of a site in Woodstock, Cape Town and 

therefore these specific findings are applicable primarily to this site. 

 The impact of Covid-19 and time constraints limited primary property 

market data collection.  

 Despite choosing a varied group of interviewees to ensure reliability and 

validity, biases could still exist due to their experience and their access 

to information unknown to the researcher. 

 The static method of appraisal limits the accuracy of the model, in 

reality developers would use a dynamic model to calculate the yield of 

a project. In addition, the static method does not factor the time 

required to obtain statutory approvals.  

 

 In Chapter 1, a brief outline of the research topic is provided, followed 

by a concise statement of the research problem, research questions, 

research aim and proposition. Furthermore, the research objectives, 

method and limitations are defined. 

 

 Chapter 2 provides a literature review of development activity within the 

property market as well as factors influencing feasibility of affordable 

housing. The characteristics of affordable gap housing in inner-city areas 

of South Africa is explored followed by an overview of the characteristics 

of international and local policy dealing with affordable inner-city 

housing. The literature review concludes with the identification of themes 
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which are used to group the developer challenges and potential state 

interventions identified in literature. 

 

 Chapter 3 outlines the methodology and provides the rationale behind 

the selected research approach and introduces the selected research 

method for extracting and analysing primary and secondary data. Case 

Study: Analysis of Cape Town as case study for inclusionary housing. A 

development appraisal of a site in Woodstock which incorporated a 

financial viability assessment using a highest and best use (HBU) 

development model and four inclusionary housing development models 

to test various incentive scenarios, was udertaken (Refer to Appendix 1).  

 

 Chapter 4 presents the data and results obtained from secondary and 

primary research sources and discusses the research findings. 

 

 Chapter 5 draws conclusions from the findings and provides 

recommendations and suggests future research. 
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Chapter 2: Literature Review 

This chapter explores literature pertaining to development activity within the 

property market as well as the factors influencing the feasibility of affordable 

housing. The characteristics of the affordable gap housing in inner-city areas 

of South Africa is explored followed by an overview of the characteristics of 

international and local policy dealing with affordable inner-city housing. The 

literature review concludes with the identification of themes which are used to 

group the developer challenges and potential state interventions identified in 

literature. 

Neoclassical economic theory is underpinned by the assumptions that the 

most important factor for determining value of a product or service is the utility 

to the consumer (Veblen, 1900). According to Mooya (2016) all valuation 

methods rest on underlying economic theory. As used by professional valuers, 

valuation methods represent a bridge between the theory of economic value 

and the practical measuring required to facilitate socio-economic 

transactions (Mooya, 2016). This research draws on the economic theory as 

well as traditional valuation methods. 

Despite the fact that residual method of valuation tends to be overshadowed 

by the other methods, it arguably has a richer theoretical origin (Mooya, 2016). 

Mooya (2016) explains the method is based on the principle that the value of 

land is fundamentally residual in character and premised on two theories. 

Firstly, that the value of land is based on its productivity, when the factors of 

production are combined (Mooya, 2016). Secondly, that land only receives its 

compensation after all the other mobile factors of production (i.e labour, 

capital and entrepenuership) have had their portion (Mooya, 2016). The idea 

that land was a special factor of production was raised to prominence by the 
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classical school of economics (Mooya, 2016). It was argued that the main 

reason for the difference was that land is an inactive factor of production as 

more cannot be produced nor can it be reduced or moved for better returns 

(Mooya, 2016). Therefore, unlike the other factors, the supply of land cannot 

respond to changing demand (Mooya, 2016). Thus, the price paid for land 

could be regarded as the remaining factor and this provides the theoretical 

basis for the idea that land value is residual in nature which leads directly to 

the residual method of valuation (Mooya, 2016).  

Land markets are driven by a number of submarkets such as the user, financial 

and development markets (DiPasquale and Wheaton, 1996). Ball et al (2012), 

states that movements in any of these markets can have a considerable 

impact on the demand and supply for land as well as the values of land and 

properties. The unique interactions between development activity and the 

property market ultimately produces the built environment. As such, Isaac, 

(1996) deliberates that property development is the process by which buildings 

are erected for occupation or for sale/ investment and fundamentally driven 

by a profit motive. However, unlocking this profit requires a land development 

process subject to town planning regulations which is usually the first hurdle in 

the property development process.  

Healey (1991) defines the developer as “the key coordinator and catalyst for 

development” who can take many forms such as individual entrepreneurs, 

private investors, institutions, corporations, and the public sector. In the private 

sector, development is carried out through the pricing system while the public 

sector development decisions are usually taken on a mixture of political, social 

and economic grounds (Harvey and Jowsey, 2004). Thus, public development 

therefore tends to fluctuate both with the politics of the government in power 

and the current overall requirements of its stabilization policy (Harvey and 

Jowsey, 2004). Even though the private sector and public development 
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process is layered by various institutional and contextual complexities, the 

same basic decisions and calculations have to be made, for each has to pay 

the full opportunity cost in order to secure a site (Isaac, 1996; Miles et al, 2000; 

Hogath, 2015). In essence, the trade-off between risk and return is the driving 

force of the formal property development industry and the private sector seeks 

to minimise risk and maximize profits, but often including non-monetary 

objectives too (Miles et al, 2000). The development profits required will depend 

on the size of the development, the security of the projected income, the 

opportunity cost on alternative investments and the length of the 

development period (Guy and Henneberry, 2002). The volatile nature of the 

property market and the heavy leverage of property development projects 

increases the possibility for high returns on investment, but also increases the 

risk of loss (Miles et al, 2000).  

 

Development is shaped by the sources of capital available since finance plays 

an important role in the property development process (CAHF, 2014; 

Jakabovics et al, 2014). Available capital is influenced by international and 

local market conditions and shifts in spatial and/or to other sectors (CAHF, 

2014; Jakabovics et al, 2014). Krause (2015) explains that both private sector 

developers and funders use relevant and nearby market activity to measure 

the potential success of a proposed development project. The figure 2 

provides an overview of the factors which determine development feasibility 

such as land, public policy, market feasibility and capital. Williams (2016) states 

that inclusionary housing intersects with land and market feasibility. 
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Figure 2: Development Feasibility Factors. (Source: ULI, 2016) 

 

Development submarkets exist within all areas and can be categorised into 

hot or cold areas for new development (Williams, 2016). These categories are 

mostly driven by factors such as price and availability of land, construction, 

costs and current market rents in a particular area (Williams, 2016). Even in 

areas where rents cover the cost of construction, developers must also find 

affordable and available land, thus areas with high rents are harder to develop 

due to the high costs associated with acquiring land (Williams, 2016).  

 

Development Value 

According to Massyn et al, (2015), a development will only proceed when the 

estimated market value of the completed project exceeds the total 

development cost, including profit. The market value must include the profit to 

compensate the developer for the associated risk of undertaking the 

development and for profit arising from foregone investment opportunities 

(Massyn et al, 2015). Given that lower-income households have limited 

spending power and are only able to spend a small amount on housing, the 

amount will often be too low to compensate the developer for the costs 
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incurred to supply the units (Massyn et al, 2015). Therefore, Massyn et al, (2015) 

states that any intervention which seeks to increase the supply of affordable 

housing in inner-city areas would need to reduce development costs since the 

value is relatively fixed. 

 

Development Costs 

In order to manage and reduce costs, Massyn et al (2015) states that it is 

essential to understand the cost elements involved and what fundamentally 

drives them. Massyn et al, (2015) provides a rough break-down of total 

development costs as a percentage are land cost (20%), construction costs 

(40%-42%), professional fees (6%), financing (6%), marketing (3%), 

contingencies (10%), and developer’s profit (10%-15%). The construction costs 

(40%-42%) tend to be the highest cost item of a development and include the 

substructure (10%), superstructure (45%), services (30%), finishes (10%) and 

fittings (5%) (Massyn et al, 2015).   

 

According to Bertaud (2010) and Massyn et al (2015), land in well-located 

areas is in greater demand and the ability of the highest and best use to afford 

the higher land value results in it being able to effectively out-compete other 

less profitable uses for that specific location, resulting in a higher residual land 

value. One of the factors driving the cost of development in the inner-city is 

the high residual land value resulting from the high demand for commercial 

space in the area (Massyn et al, 2015).  

 

Development value exists where land or buildings can increase in value with 

the application of capital (Crosby and Wyatt, 2015). This arises from a change 

of land use permitted by planning permission, but the property development 

process usually implies the application of capital in the form of works to the 

land (Crosby and Wyatt, 2015). The residual valuation of a development is 

based on a deduction of the costs of development and either profit or land 
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cost from the anticipated proceeds (Crosby, 2021). Whether the residual 

amount is the land value or the profit will determine the other element which 

is to be deducted in addition to the costs of development. The residual 

valuation which calculates the increased capital value of the land as a result 

of the proposals deducts the costs of works and the original value of the land 

and buildings (Crosby, 2021). The analysis can be summarised as: 

Value - Cost = Profit 

However, the residual valuation differentiates between the cost of 

construction and the cost of the existing land/building referred to as the 

existing use value (EUV) (Crosby, 2021). The value of the completed 

development is termed the gross development value (GDV). Thus: 

GDV - (Building costs + EUV) = Profit 

A typical financial viability appraisal would include the cost of planning 

obligations required by policy in the appraisal, together with development 

costs and developers profit (Crosby, 2021). The traditional methods used in 

valuation are traditionally called the five methods; these are the investment 

method; the comparative method; the contractor's test (a cost-based 

method), the profits method; and the residual valuation (Isaac, 1996). The 

residual valuation is used in development situations, but the residual valuation 

may rely heavily on the other methods too (Isaac, 1996). The valuation of a site 

is that the value of land is determined by its use and intensity of use (Isaac, 

1996). The preferred method of valuation is direct comparison; therefore land 

values could be assessed by direct comparison with other similar land 

transactions, however development sites are often unique, especially given 

the possibility of unlocking complex town planning development rights (Isaac, 

1996). There are two main approaches to the residual valuation namely the 
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traditional and the discounted cash flow (Isaac, 1996). The main variables in 

the residual calculation are: 

 

 Value of the site: “depends on location, use (under planning law), 

topography, legal constraints, ground conditions, services and access” 

(Isaac, 1996). 

 Value of the proposed development: “depends on demand, use, density, 

design, layout and infrastructure” (Isaac, 1996). 

 Cost of construction: “depends on size, shape and height, design, type of 

buildings, planning constraints on buildings and landscaping, site 

conditions, provision of services and access. The extent of the variation in 

these factors means that each site may be unique and thus the calculation 

for the site value is a residual based on what can be achieved as 

development on the site” (Isaac, 1996). 

 

With an understanding of development activity and the property market as 

well as the factors which influence development feasibility; the following 

section elaborates on the characteristics of inner-city affordable gap housing. 

 

South African cities require inner-city affordable gap housing opportunities to 

redress the underlying apartheid spatial structure; redress the exclusionary 

impact of urban gentrification, and to build healthier more socio-economically 

integrated urban environments. South Africa’s housing programme was 

introduced in 1994 to address the housing needs of households earning below 

R3,500 per month. The programme assumed that people earning above 

R3,500 would be in a position to access formal housing finance. However, this 

did not emerge and many households were unable to access adequate and 

affordable housing which gave rise to the so called ‘gap’ housing market 

(Cirolia, 2016). The ‘gap’ housing market is described as households which earn 

too much to qualify for South Africa's capital subsidy programme and too little 
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to access formal mortgages (Cirolia, 2016). These households earn between 

R3,500 and R26,100 a month2 (Refer to Figure 3). In addition the approved 

Cape Town Metropolitan Spatial Development Framework defines affordable 

housing as households who earn between the R3, 501-R18, 000 per month, it 

also refers to residential units valued at R500, 000 or less. 

 

Figure 3: The GAP of the Affordable Housing Market. (Source: WCG DEADP IH Stakeholder Engagement Presentation, 

2021) 

Despite the simplistic overview provide by Figure 3, complexities exist with the 

segmentation of these income bands. McGaffin et al (2016) explains that this 

creates confusion when it comes to the needs of the gap market as the 

markets have been “lumped“ into single market segments. The complexities of 

these income bands lie in the characteristics which define them, such as age, 

household size, occupant life stage, education levels, occupation, etc 

(McGaffin et al, 2016). These characteristics determine the households 

demand in terms of tenure and dwelling type. McGaffin et al (2016) mentions 

that the state and private sector should deliver housing which better match 

the needs, preferences and purchasing power of households in South Africa.  

 

                                            

2 Based on the financial Sector Code Affordable Housing Standards define the affordable housing target market as households earning an 

upper income limit of R26,100  rounded) (BASA, 2021). 
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The Breaking New Ground (BNG) Policy was introduced in 2004 given the 

strong need to address this gap market segment (CAHF, 2020). However, 

despite two decades of efforts to entice banks, the subsidy bands and the 

mortgage market have not aligned. Affordable ownership opportunities have 

instead been undermined by South Africa’s housing policy, in particular the 

increasing specifications, backlog in title, and 8-year sales restrictions for fully 

subsidised houses (Cirolia, 2016). Furthermore, the development of affordable 

housing projects comes with challenges that are further complicated in inner-

city areas, where land values are higher and space is tighter (Massyn et al, 

2015). These challenges are exacerbated by building height, building 

standards, parking requirements, ground conditions, building type as well as 

the timing of the property cycle which are all factors that influence the total 

development costs (Massyn et al, 2015; Du Toit et al, 2004).  

Given these challenges, Massyn et al (2015) mentions that Johannesburg and 

Pretoria were able to develop affordable housing in inner-city areas due to the 

fact that they had existing depreciated land prices and residential stock where 

redevelopment could occur with minor costs. This is significantly different in the 

context of Cape Town where the land in inner-city areas have high physcal 

amenity and the city’s developments are mostly commercial (Massyn et al, 

2015). The value attainable for a development in Cape Town is dependent on 

the current market conditions and spending power of the occupants (Massyn 

et al, 2015). The lower income households are unable to afford higher rentals 

due to their limited spending power which restricts the value attainable for 

affordable housing developments (Massyn et al, 2016). Given these unique 

characteristics and challenges of inner-city affordable gap housing, the need 

for interventions are required. One of these proposed is inclusionary housing 

and is examined below. 
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Finding solutions to affordable housing provision has been the holy grail of 

many governments with the goal of appearing to do something about a clear 

social problem, while not spending too much tax-payer money on it (Bertaud, 

2018). The use of municipal land use management programmes to realise 

inclusionary housing appears to be part of the solution, as it can function as a 

regulatory mechanism to make affordable housing available through the 

formal property market, more so in well located, high value land markets. The 

Lincoln Institute of Land Policy in the United States of America defines 

inclusionary housing as “a range of local policies that tap the economic gains 

from rising real estate values to create affordable housing – tying the creation 

of homes for low-or moderate-income households to the construction of 

market-rate residential or commercial development” (Jacobus, 2015).  

2.8.1 Inclusionary Housing Approach and Contribution 

The application of inclusionary housing programmes as a mechanism to 

capture value of the land market, is most effective in strong residential land 

markets (Calavita et al, 2009; Jacobus, 2015). International literature indicates 

that the mandatory provision of affordable housing is the most common 

inclusionary housing programme and means that the developer is 

automatically required to include a proportion of affordable housing units as 

part of any of their developments. This is coupled with the offering of numerous 

incentives to offset the cost of providing the affordable housing units (Jacobus, 

2015; CoCT, 2018b). The voluntary approach allows a developer more flexibility 

as it is not compulsory to supply affordable units. A targeted approach is usually 

linked to specific areas where there’s strong housing markets and urban infill 

developments. While the negotiated approach is facilitated on a project by 

project basis between the developer and the public sector and determined 

by the unique financial considerations of the project (CoCT, 2018b). According 

to Jacobus (2015), an inclusionary housing programme might require 

developers to sell or rent between 10% - 30% of new residential units to lower-
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income residents and to include these units on-site within market rate projects 

or permit developers to select alternatives such as a payment in-lieu fees or for 

off-site provision of affordable units in another project. 

 

2.8.2 Cost Absorption and Developments Impacts 

Developers cannot simply offload the costs of inclusionary housing to 

homebuyers nor tenants, as the local property market sets the market related 

prices and a single developer can’t change the overall market price or rentals 

(Jacobus, 2015). Calavita et al (2009) states that developers believe that 

renters or buyers of market related units bear the cost of inclusionary housing, 

however, economists argue that the developer and the seller of raw land 

absorb most of the costs. Mallach (1984) mentions that most of the costs will 

be directed to the landowners. Thus, it could be argued that the construction 

costs associated with inclusionary housing are either absorbed by declines in 

land prices or reductions in developer profits, or a combination (Jacobus, 

2015). However, the risk is that the application of inclusionary housing 

programmes could lead to higher prices, if the costs are large enough to push 

land prices down to a level that landowners would refuse to sell (Calavita et 

al, 2009). Thus, less housing would be developed and prices would increase 

(Jacobus, 2015). Inclusionary programmes could theoretically diminish the 

supply of land, housing and therefore increase prices. Inclusionary housing 

programmes should therefore be carefully designed and implemented 

(Jacobus, 2015; Calavita et al, 2009). Therefore, to avoid the unintended 

consequences of these costs, they must be offset by state interventions. 

 

2.8.3 Offsetting Opportunity Costs 

Calavita et al, (2009) states that inclusionary housing programmes may include 

incentives such as density bonuses, waivers or deferral of impact fees, fast-

track permitting, lower parking requirements, relaxation of design standards, or 

other regulatory concessions that subsequently reduce developers’ costs. Both 

Calavita et al (2009) and Jacobus (2015) mention that the most widely used 
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incentives are density bonuses and permit-related concessions, such as 

deferral, reduction, or waiver of applicable permit and impact fees. In the USA, 

financial incentives have in addition been provided through federal 

community development block grants and home funds, state and local 

subsidies, including below-market-rate construction loans, tax-exempt bond 

mortgage financing, and land write-downs (Calavita et al, 2009).  

 

However, Hagman (1982) has argued that density bonuses and other cost 

offsets have no effect on the price paid by buyers of market units, but it 

essentially ensures that the unearned increment in land value will keep flowing 

to landowners. Calavita et al (2009) argues that incentives and cost offsets 

provided to developers are not free and may carry high public costs. However, 

when developers can build more units, the extra income could offset the costs 

of providing affordable units and the result will be a smaller reduction in land 

value (Calavita et al, 2009; Jacobus, 2015). Thus, appropriate requirements 

can differ from one market to another, thus contextual realities should be 

explored and incentives carefully designed to ensure that requirements are 

economically feasible. 

 

A country’s approach to inclusionary housing policies is influenced by their 

legislative environment, urban structure, planning practices and their housing 

system (SAPOA, 2018). These factors will impact how well the interventions, 

required to successfully entice private sector participation, work within an 

inclusionary housing framework. The following section explores international 

and local inclusionary housing policies to identify the characteristics. 

 

2.9.1 Montreal, Canada  

The inclusionary housing policy adopted in Montreal, Canada follows a 

mandatory approach (Calavita et al, 2009). The instrument for delivery is a 

requirement of planning approval when developers request a change in 
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existing land use rights and the threshold applies to developments greater than 

200 units (Calavita et al, 2009). In addition, the local planning authorities 

negotiate affordable housing requirements with the developer as a 

transaction for planning approval. The inclusionary housing provision requires 

30% to be allocated to affordable housing and between 20% - 50% of these 

households receive rent supplements whilst the others pay below market 

rentals.  

Affordability is defined as rentals being 80% of the average rent in the area 

while purchasers entail buyers that have to qualify, based on their income 

pegged at between 70% - 120% of the area median income (Day, 2013). 

Specific incentives such as density bonuses, design concessions and financial 

incentives are provided to offset the opportunity costs incurred by the 

developer. 

2.9.2 Sao Paulo, Brazil 

Sao Paulo’s existing urban form is segregated and affordable housing is often 

provided on the urban fringes of the country, similar to the context of South 

Africa (SAPOA, 2018). The programme structure adopted is spatially flexible 

and the housing requirements are linked to the scale of the development. This 

is to ensure that profitability is protected and to increase the feasibility of 

private sector developers (SAPOA, 2018). Since Brazil adopts a flexible 

approach, the primary responsibility for inclusionary housing provision is placed 

on private sector developers. Furthermore, developments receiving increased 

density and developments greater than 20 000m2 are required to provide 

affordable housing units. Development incentives such as density bonuses are 

provided, which allows developers to develop higher densities than originally 

permitted (SAPOA, 2018). The authorities in Brazil provide subsidies to low-

income households who occupy inclusionary units. As a result of the incentives 

and subsidies private developers’ development profits increases and their 

financial risk and feasibility concerns are minimised.  
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2.9.3 England 

The reduced involvement of government in providing market housing 

interventions has stimulated the need for inclusionary housing within England. 

The instrument to implement inclusionary housing is the provision of affordable 

housing as a condition to gain planning permission for development. A flexible 

approach to inclusionary housing is provided, with requirements based on the 

need within local market contexts and the feasibility of affordable housing 

provided by developers. Negotiation between authorities and developers on 

a project-by-project basis is undertaken, with the agreements being legally 

binding and are referred to as S106 agreements (Morrison and Burgess, 2014). 

Furthermore, local authorities determine the requirements, thresholds and 

household target markets. Several challenges remain, including government 

capacity, lack of knowledge for negotiations and monitoring of developer 

compliance and  no incentives are offered to private developers except for 

the planning permission given ie. Additional rights. 

2.9.4 Maryland, USA 

The inclusionary housing programme is regarded as mandatory in the USA, as 

it applies legally to all new residential development comprising 20 or more 

units, irrespective of tenure status. The inclusionary housing requirements 

prescribe that 12.5% - 15% of the units to be developed as affordable. 

Affordability was based on a family’s income level, targeting households 

earning 65% or less of the area median income. Development incentives 

included a density bonus of up to 22% (Benson, 2009). During the initial stages, 

sale prices were regulated for a period of 10 years, after which homeowners 

could sell inclusionary zoned units without a price limitation. However, units 

were sold after the 10-year period at market-related prices. In a response, the 

programme included affordability control for a period of 30 years for home 

ownership and 99 years for rental purposes. 
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2.9.5 South Africa (Framework for Inclusionary Housing Policy in SA, 2007) 

In 2007, a draft Framework for Inclusionary Housing Policy in South Africa (2007) 

was prepared by the National Department of Housing. The policy included 

both a voluntary pro-active deal driven component as well as a mandatory 

town planning compliance component (Klug et al, 2013). Incentives included 

tax credits, land, fast-tracking of approvals, density bonuses, and bulk and link 

infrastructure. The policy has a target of 10%-30% affordable units in new 

developments, but also allowed for off-site provision and payment in-lieu of 

units. The policy included measures to control resale so that the units would 

stay affordable. Since the 2007 policy, no more attempts have been made to 

introduce a national policy. However, on a local level, some progress has been 

made. This could partly be due to the National Spatial and Land Use 

Management Act, SPLUMA, which was introduced in 2013 (Lincoln Institute of 

Land Policy, 2019). The framework introduced some major changes to the local 

governments, requiring local governments to make planning decisions that 

consider the principle of spatial justice and the need for inclusionary 

developments (CoCT, 2018b).  

 

2.9.6 Draft Western Cape Inclusionary Housing Policy Framework 

In May 2021 the Western Cape Government released the draft Western Cape 

Inclusionary Housing Policy Framework to enable inclusionary housing as a 

mechanism to contribute towards spatial transformation in the Western Cape 

(WCG, 2021). The aim is to further the Spatial Planning and Land Use 

Management Act (SPLUMA) principles and provide a rationale for the 

application of inclusionary housing provisions in land use permissions given by 

municipalities (WCG, 2021). The intention is to guide and support a policy-led 

land use management system and provide insight into what should be 

considered before a more prescriptive approach is implemented at a 

municipal level (WCG, 2021).  
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While the policy framework does not provide a specific approach to 

implement inclusionary housing, it encourages municipalities to adopt a 

spatially targeted approach focused within their urban edge (WCG, 2021). The 

framework suggests that Metropolitan Spatial Development Framework’s 

(MSDF’s) and municipal inclusionary housing policy should clearly distinguish 

where there’s a preference for inclusionary housing requirements to be met on 

site, off site or where in-lieu contributions should be invested (WCG, 2021). The 

framework  state that the off site or in-lieu contribution should be directed to 

designated areas and elaborates that these designated areas for investment 

and restructuring should be delineated as receiving areas where there’s 

preference for on-site provision (WCG, 2021). However, the framework does 

recognise that it may not always be viable nor practical to accommodate the 

inclusionary housing provision on site and suggest that the requirement may 

be met off site or an in-lieu contribution may be made via an instrument such 

as a condition of approval of a development application (WCG, 2021). The 

framework mentions that the entire urban area, within the urban edge, should 

be considered as a trigger area (WCG, 2021). In addition,  developments of a 

size above a threshold in the trigger area would be required to make an 

inclusionary housing contribution (WCG, 2021). The threshold nor  requirement 

is mentioned, but the framework does suggest that the requirement should be 

determined in the assessment of the development application by the 

municipality, informed by municipal policy and provisions in the municipal 

planning by-laws (WCG, 2021).  

 

From a beneficiary perspective, the framework seeks to benefit employed 

households earning stable incomes that fall within the affordable housing 

market (WCG, 2021. The framework suggest that the median income across 

the urban area should be used to define the target market and mentions that 

on-site inclusionary housing is more likely to deliver opportunities to households 

on the upper end of the R3,501 – R15,000/ R22,000 range (WCG, 2021). The 

framework explains that an overlay zone is as a vital intervention to streamline 
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the planning permission processes as it streamlines the need for public 

participation in the assessment of the development application (WCG, 2021). 

In addition, planning for and securing the availability of infrastructure is 

regarded as another vital component to minimise development delays (WCG, 

2021). The policy framework states that there are several supporting activities 

that the state can put in place to support the successful application of 

inclusionary housing such as land assembly, partnerships, municipal support 

programmes and expediting planning permissions (WCG, 2021). 

 

2.9.7 City of Johannesburg Inclusionary Housing Policy  

The requirements and conditions for inclusionary housing in terms of the Joburg 

Inclusionary Housing Incentives, Regulations and Mechanisms policy approved 

on 21st February 2019 adopts a mandatory approach for any development 

application under the jurisdiction of the City of Johannesburg Metropolitan 

Municipality that includes 20 dwelling units or more. There are four different 

options with associated incentives provided to developers, but each option 

requires a minimum of 30% inclusionary housing. A voluntary approach is 

adopted for developers developing below the threshold of 20 units, but those 

who exceed the threshold are required to supply inclusionary housing in 

alignment with one of the options provided with their relevant incentives. The 

policy states that the inclusionary units must be built on the same site or in the 

same township as the market units being provided (CoJ, 2019). 

 

2.9.8 Inclusionary housing Developments in Cape Town  

Despite the lack of approved policy for the City of Cape Town, housing activists 

and many groups have successfully lobbied for inclusionary housing which has 

materialized into the provision of some inclusionary housing developments in 

Cape Town. The proposals, negotiations and outcome of two recent 

inclusionary housing developments within Cape Town is examined below.  
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Amphibion, Milnerton Cape Town 

The proposal was to build a mixed-use development encompassing 

commercial, light industrial and parking facilities on the bottom storeys, 

residential apartments (297 units) on the upper storeys and co-working space 

on the top storey (Ndifuna Ukwazi, 2020). Following the submission of the 

planning application, three objections were received and the application 

served before City of Cape Town’s Municipal Planning Tribunal (MPT). MPT 

mandated that Ndifuna Ukwazi (NU) and the applicant engage and establish 

the suitable inclusionary housing contribution. After engagement with NU the 

developer agreed to accept one of the following options: 

 Option 1: 30 inclusionary housing units with a size of 25m2 rented at R6,000

per month (2020 rental) for 20 years. This equates to 9.8% of the total

residential units.

 Option 2: 20 one-bedroom inclusionary housing units with a size of 35m2 

rented at R6,000 (2020 rental). This equates to 6.5% of the total residential

units.

 Option 3: 15 studio inclusionary housing units with a size of 25m2 rented at

R1,125 (2020 rental). This equates to 4.9% of total residential units

Vogue, Cape Town CBD 

The proposal was for the redevelopment of a building in Cape Town CBD into 

a 39-storey mixed-use development comprising of 3500m2 business space, 

4525m2 office space, 362 flats and 543 parking bays (Ndifuna Ukwazi, 2020). 

Following the submission of the planning application, multiple objections were 

received and the application served before City of Cape Town’s Municipal 

Planning Tribunal (MPT). The MPT approved the development without 

inclusionary housing conditions and the application was then appealed. The 

appeal authority ruled in agreement with the MPT and the application was 

subsequently launched under a High Court review which resulted in the 

developer agreeing to pay R9, 047,080.00 to the Social Housing Company 
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(SOHCO) which would be used toward the development of the Pine Road 

social housing development in Woodstock. This income was derived from a 

contribution towards affordable housing equal to 20% of the additional profit 

received as a result of planning approval. Despite agreeing to the above, the 

developers informed NU in July 2020 that the development would not be 

proceeding on account of the economic setback it suffered from the Covid-

19 lockdown (Ndifuna Ukwazi, 2020). 

 

2.9.9 Synthesis of Inclusionary Housing Policy and Development Precedent 

As seen in the precedent study, various policy approaches are implemented 

within the different countries. The inclusionary housing policy characteristics 

included an approach embedded in municipal land use management, 

specific instruments, thresholds, approval requirements and incentives. The 

inclusionary housing policies implemented in Canada and USA adopted a 

mandatory approach whereas Brazil, England and South Africa (Draft 

Framework for Inclusionary Housing Policy in South Africa 2007) advocates that 

a more flexible and voluntary approach be applied, even though 

Johannesburg favoured a mandatory process. The most common 

implementation instrument used required inclusionary housing as a condition 

of planning approval with density bonus as incentive, while Maryland (USA) 

who makes use of inclusionary zones to demarcate where inclusionary housing 

is required. The threshold which triggers the need for inclusionary housing varies 

greatly from city to city. Johannesburg and Maryland (USA) have the lowest 

threshold with all developments greater than 20 units triggering the need for 

inclusionary housing. Conversely, the trigger in Montreal (Canada) and Sao 

Paulo (Brazil) are all developments larger than 200 units or 20000m2 in size. 

Additionally, in the USA, the state offers a wide range of incentives to private 

developers which includes design concessions, access to subsidies, tax 

reductions, fast tracking planning applications. These research findings are 

synthesised in Table 1 below. 
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City/ Country 

Characteristic 

Approach Instrument Trigger/ Threshold Requirement Incentives 

Montreal, 

Canada 
 Mandatory 

Condition of 

approval 

Developments with 

>200 units 
30% 

 Increased 

densities 

 Design 

concessions 

 Financial 

incentives 

Sao Paulo, 

Brazil 

Flexible/ 

Combination 

Condition of 

approval 

Developments >20 

000m2 

Determined by 

local 

authorities 

 Increased 

densities 

 Subsidies for low 

income 

households 

England 
Flexible/ 

Combination 

Condition of 

approval 

Determined by local 

authorities 

Determined by 

local 

authorities 

 None 

Maryland, 

USA 
Mandatory 

Inclusionary 

Zones 

Developments with  

≥20 units 
12.5% - 15% 

 Direct subsidies 

 Increased 

densities 

 Design 

concessions 

 Financial 

incentives 

 Tax reductions 

 Expedited 

processing 

South Africa 

(RSA) 

Flexible/ 

Combination 

Condition of 

approval  
Undetermined 10% - 30% 

 Tax credits 

 Expedited 

processing 

 Increased 

densities 

 Bulk & link 

infrastructure 

Johannesbur

g, RSA 
Mandatory 

Condition of 

approval 

Developments with  

≥20 units 

Four Options 

including 30% 

minimum 

 Increased 

densities 

 Property rates 

rebates 

 Parking 

concessions  

Amphibion, 

Cape Town 
Voluntary 

Condition of 

approval 
Undetermined Maximum 9.8%  None 

Vogue, 

Cape Town 

Mandatory 

as per court 

judgment 

Court judgment Undetermined 
In lieu fees to 

value of 20% 
 None 

Table 1: Synthesis of Inclusionary Housing Policy Characteristics 
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This section outlines the challenges private sector developers may experience 

when developing inclusionary housing and potential state interventions as 

derived from the literature review under their respective themes. 

 

 

 

2.10.1 Theme 1: Location 

 Challenges 

Development Location and Community Opposition: 

The location of land determines the topography, accessibility and the 

infrastructure availability which affects the cost of construction, thereby 

increasing the overall development costs. Additionally, the cost of land 

reduces with the increase in distance from the inner-city, thus, private 

developers may target these land parcels due to the impact on the financial 

viability (SAPOA, 2018). Inclusionary housing policy seeks to supply affordable 

units in well-located areas, however, given the strong community opposition 

within specific inner-city areas (brownfield), developers may choose to 

develop in peripheral areas (greenfield), thereby foregoing the opportunity for 

spatial integration (Scally and Tighe, 2015). In addition, the negative 

Main Theme Sub-Themes Challenges Potential state interventions 
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Location - Development Location 

- Community Opposition 

- Onerous Planning process 

- Making well-located public land 

available 

- Fast tracking of planning approvals 

- Precinct planning approach 

Affordability - Affordability Requirement 

- Building Standards 

- Parking Requirements 

- Ground Conditions 

- Subsidies 

- Redevelopment 

- Affordability requirement 

- Inclusionary Housing requirement 

Incentives - Lack of incentives - Density bonuses 

- Design concessions 

- Urban development zone (UDZ) 

- Reduction in development charges 

Table 2: Challenges and Potential state interventions from literature. (Source: Author, 2021) 
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connotations which exist with affordable housing may result in a depreciated 

value of market related units within an inclusionary housing development 

(SAPOA, 2018). The depreciated value could be demonstrated through a 

reduced demand for market related housing within an inclusionary housing 

development. Klug et al (2013), explains that developers require a return of at 

least 20%, while Massyn et al. (2015) pegs the developer’s profit between 10%-

15%. However, this required return may be hampered by wealthier buyers 

choosing to purchase housing in developments which do not include 

affordable units and result in developers deciding to develop in peripheral 

locations.  

Onerous Planning Processes: 

Market oriented developments compensate for planning and funding delays 

through price escalations, however affordable housing developers rely on 

rapid implementation as delays could have adverse negative impacts on 

project viability (Agarwal et al 2013). Thus, onerous planning approval and 

negotiation processes increase uncertainty (risk) for the developer and extend 

the project timeline which result in increased costs and reduced viability 

(Tsenkova and Witwer, 2011). For example, the Amphibion Development in 

Milnerton, Cape Town; the planning approval process and negotiations lasted 

+-3 years which creates uncertainty for the developer and ultimately reduces 

project viability. 

 Potential state interventions

Making well-located public land available: 

The public sector owns land or has the power to acquire land for housing 

purposes within South Africa thus, it is  able to incentivise private developers of 

inclusionary housing with access to public land at reduced prices. The draft IH 

framework states that significant effort should be made to free-up state owned 

land for inclusionary housing purposes (CAHF, 2019). Acquiring cheaper public 

land can also result in a decrease of input costs by private developers and 
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improve the viability of developing inclusionary housing (NASHO, 2016, Massyn 

et al, 2015). 

 

Fast tracking of approval processes: 

The cost of finance impacts the private developer’s profit and therefore any 

delays within the approval process will have a negative impact on the 

feasibility of a development (Hogarth, 2015). Thus, since the public sector has 

influence on statutory application processes, this can be utilised to speed up 

applications for inclusionary housing developments (NASHO, 2016). A 

shortened approval process will save the private developer time, reduce the 

land carrying costs and increase developer confidence in the public sector 

(NASHO, 2016). The City of Cape Town’s 2018 Concept Document on 

Inclusionary Housing proposes that developments which meet the mandate of 

the City should be dealt with by a specialized team consisting of spatial 

planners, development management officials, urban designers and housing 

representatives. 

 

Precinct planning Approach: 

Precinct planning can be utilised as a tool to facilitate public private 

partnerships which result in the development of inclusive affordable housing 

opportunities (NASHO, 2020). This approach also allows public investment to 

go towards sustainable public transport systems which in part means designing 

for higher densities (NASHO, 2020). This is especially required for inner-city, 

publicly owned land as the location potential must be fully maximized to 

achieve maximum socioeconomic objectives (NASHO, 2020). 

 

2.10.2 Theme 2: Affordability 

 Challenges 

Affordability Requirement: 

As stated by Klug et al (2013), the South African price cliffs are some of the 

steepest in the world. As developers insist on certain returns on investment, 
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these price cliffs make the projects extremely vulnerable to any property 

fluctuations (Klug et al, 2013). In the context of Cape Town, the difficulty lies in 

establishing which segments of the GAP market to be targeted for the 

affordable units. One approach could be to target the lowest income band 

(R3,500-R5,000), however, Adler and Jarallah (2020) explains that two issues 

exist when targeting the lowest income households. The first issue is that many 

households within the middle and upper GAP market earning between R10,000 

and R22,000 pm in Cape Town, can’t afford to live in well-located areas, but 

these households play a significant part in the overall functioning of the urban 

economy; secondly, by targeting the lowest income group, project viability 

could be significantly affected. Adler and Jarallah (2020), explain that using a 

percentage below the median income of an area as the target market within 

their inclusionary housing policies (as applied in some countries), is more 

realistic and likely to be implemented.  

 

Building Standards: 

Building standards which are too high make it less feasible to develop 

affordable housing and even harder to propose the use of cheaper alternative 

building materials and practices. Furthermore, the cost of providing buildings 

which meet high building standards often gets passed on to the tenant 

(Massyn et al, 2015). This creates a situation where lower income households, 

who cannot afford to live in these developments, rent in buildings where even 

the minimum safety standards are not in place (Massyn et al, 2015). 

 

Parking Requirements: 

Despite the low car ownership amongst lower income households, parking 

requirements are standard for most residential developments, regardless of 

whether it is an affordable housing development or an open market 

development. The challenge with this is that space on inner-city sites is usually 

limited making it unfeasible to provide surface parking. Furthermore, 

underground parking encounters challenges with ground conditions and adds 
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significantly to the development costs (Massyn et al, 2015). In addition, 

developments without parking also often appear less attractive to the market 

and is thus less competitive compared to developments with parking (Massyn 

et al, 2015). 

Ground Conditions: 

The ground conditions are often unknown to the developer until site 

preparation has begun. The costs associated with working the ground to the 

point where it can be developed on is often higher in inner-city areas and 

developers are not able to avoid these challenges. Where the costs of site 

preparation is high, it is often passed on to the end users in the form of higher 

purchase prices or rentals (Massyn et al, 2015). 

 Potential state interventions

Subsidies: 

Subsidies such as the FLISP programme could be incorporated with the 

implementation of inclusionary housing developments to increase occupants’ 

affordability (Massyn et al, 2015).  

Redevelopment: 

The most expensive developments are new developments and these costs 

can be mitigated through the redevelopment of existing buildings within inner-

city areas for inclusionary housing (Massyn et al, 2015). Furthermore, existing 

buildings also make up the majority of buildings within inner-city areas thereby 

allowing inclusionary housing to be developed in larger scales (Massyn et al, 

2015). 

Affordability Requirements: 

Hollingshead (2015), states that the greater the “income cliff” between the 

affordable and the market related units, the greater the feasibility constraints 

experienced by the private developer. Income cliff is referred to as the 
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difference in income between the occupants of the affordable units and the 

occupants of the market related units within the same development (Klug et 

al, 2013).  The major disparity between low- and high-income households within 

South Africa adds further risk on the private developer’s feasibility. Therefore, 

the threshold of affordability should be contextually appropriate by 

considering the location and allow for a wider income range. This will 

significantly reduce the financial risk the private developer and will allow the 

developer to supply more affordable units (SAPOA, 2018). Furthermore, this can 

be implemented by using a percentage group lower than the average 

income of the area for the proposed development.  

 

Inclusionary Housing Requirement: 

Hughen et al (2014), explains that the ratio of affordable housing units to 

market related units within an inclusionary housing development has a 

significant impact on the developer’s feasibility and the potential to mitigate 

the exposure to financial risk experienced by private developers. Similarly, De 

Kam et al (2014), argues that the increase of affordable housing units 

decreases the developer’s potential profits. Therefore, the number of 

affordable housing units required should be dependent on the economic 

performance of the housing market (De Kam et al, 2014). This results in a directly 

proportional relationship emerging between the development profit and the 

amount of affordable housing units provided by the private developer. Thus, 

the amount of affordable housing units required in an inclusionary housing 

development should not be fixed and should take into consideration the timing 

of the development and the current housing market conditions.  

 

2.10.3 Theme 3: Incentives 

 Challenges 

Lack of incentives: 

It has been argued in the United States that without incentives and cost-offsets, 

inclusionary housing becomes a constraint on new development (Coyle, 
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1991). The current position of the California Housing and Community 

Development Department is that inclusionary housing creates a potential 

challenge to private residential development, therefore localities must 

demonstrate that its implementation has a neutral or positive impact on 

private sector development. This was demonstrated in the New Jersey 2007 

court decision which communicated that municipalities who want to 

implement inclusionary housing must provide private developers with 

incentives or “compensating benefits” as a cost mitigating measure to 

supplying affordable housing in market related developments (Calavita et al, 

2009). Therefore, it is understood that a lack of incentives could present itself as 

a challenge for municipalities trying to entice private sector developer to 

supply inclusionary housing (Calavita et al, 2009).  

 

 Potential state interventions 

Density bonuses and design concessions: 

Since the development profit is a function of how many units developers may 

develop on a particular site, the developer would benefit from an increase in 

developable area (NASHO, 2016). Incentives such as increasing the bulk and 

design concessions could be considered to increase the developer’s profit 

(NASHO, 2016). A density bonus, which increases the developable area on a 

site, could result in a larger development profit thereby mitigating the effects 

of including affordable units within the development (Levy et al, 2006). This 

incentive can be particularly useful in inner-city areas where the price of land 

is high. The high land costs can be counteracted by substituting it with reduced 

capital inputs by developing to higher densities (Massyn et al, 2015; Bertaud, 

2010; Glahe and Lee, 1989). Massyn et al (2015) explains that while this 

intervention could increase costs, due to the increased construction costs, it is 

useful if the higher costs is counteracted by households occupying smaller 

spaces. To ensure successful implementation, this intervention would require 

excellent property management and access to sufficient amenities (Massyn, 

et al, 2015). Further design concessions such as reduced setbacks and 
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reduced parking requirements could result in a decreased construction cost 

(Massyn, et al, 2015). 

 

Urban Development Zone (UDZ): 

Urban Development Zone was introduced by National Treasury for inner-city 

areas in South Africa, including Cape Town, during 2004. The UDZ is an existing 

national tax concession which is applicable to new developments or 

refurbished buildings within the demarcated UDZ areas (NASHO, 2016). The 

benefit of this intervention accrues to the property owner over a period of 5-9 

years and could utilised for lower income households who buy inclusionary 

housing development units within a UDZ (NASHO, 2016). 

 

Reduction in Development Charges:  

The high cost of supplying infrastructure significantly impacts the development 

costs (Johnson, 2016). Thus, infrastructure supplied by the public sector for 

inclusionary housing developments could be a possible incentive to assist 

private sector developers overcome the feasibility challenges experienced 

with supplying inclusionary housing. The City of Cape Town proposes that 

private developers receive a payment holiday (CoCT, 2018b). This would be 

implemented by allowing developers to pay a portion of the development 

charges during the pre-construction phase and monthly contributions 

thereafter.  The rationale for this incentive is that delayed payment helps 

reduce the upfront costs of the developer. Additionally, development charges 

(DC’s) could be reduced for the affordable units in inclusionary housing 

developments as this would also decrease the cost of supplying these units, 

thereby making it more affordable (NASHO, 2016). 

 

This chapter examined the research questions dealing with characteristics of 

affordable gap housing; the challenges faced by the private sector in 

supplying inclusionary housing in inner-city areas a well as possible interventions 



38 

and best practices, drawing from international and local experiences.  This 

included consideration of the development activity, the property market and 

the factors determining development feasibility. Furthermore, the 

characteristics of the affordable gap housing in inner-city areas of South Africa 

was explored followed by an inclusionary housing policy precedent analysis 

which identified the approach, instrument, requirements, thresholds and 

incentives which have been implemented internationally and locally.  

It is evident that many challenges and solutions exist for the development of 

inner-city inclusionary housing. Although there are numerous amounts of 

problems and solutions, these can be categorised by three themes. The first 

theme that emerged from the literature is location. This is because the value 

which can be achieved for a development is directly influenced by the 

location as development submarkets exist within all areas. These areas can be 

categorized into hot or cold areas for new development. Williams (2016) states 

that these categories are mostly driven by price and availability of land, 

construction costs and current market rents in the particular area. The second 

major theme which emerged from literature is affordability. Since varying levels 

of affordability influence the value attainable for the inclusionary housing units, 

it significantly influences the overall viability of the development. Targeting 

households with the lowest affordability has the greatest impact on the viability 

of a development. Therefore, affordability is a critical determinant of the 

viability of inclusionary housing developments. The final theme which was 

revealed through the literature is incentives. It is evident from the inclusionary 

housing policy precedent that incentives are essential to ensuring inclusionary 

housing developments will be more financially viable for private sector 

developers. Furthermore, the main overarching theme if financial viability 

because the development viability is directly affected when affordable 

housing is included into the overall development scheme. These themes are 

explored further with the case study in chapter 4. 
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The purpose of this chapter is to provide an overview of the research 

undertaken for this dissertation. Using the research problem and questions as a 

basis, this chapter explains the research paradigm and theoretical 

underpinning; the research method; the data collection and analysis; as wellm 

as the validity and reliability. This study is based on the case study method and 

uses a mixed approach comprised of both qualitative and quantitative 

methods. At the end of the chapter the limitations and ethical considerations 

of the research is discussed.  

 

Therefore, this research’s epistemological 

approach is grounded in valuation theory. This knowledge informed the 

development appraisal. The research also adopted a pragmatic approach 

which included elements of 
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The investigation draws on the case study research as advocated by Yin(2015), 

with Cape Town as the case study. Yin (2009) argues for the use of both 

quantitative or qualitative information and data from numerous sources. 

 

Abawi (2008), states that the quantitative approach involves a process which 

includes testing theories composed of variables which can be measured 

numerically and analysed statistically. This approach is linked with positivism 

which seeks to predict events in the social world by searching for regularities 

and underlying relationships between the fundamental elements. The 

qualitative approach is associated with interpretivism which relies on the belief 

that the social world can only be understood from the point of view of the 

individuals who are involved in the activities to be investigated. Therefore, 

maintaining that reality is largely context bound. This approach’s objective is 

to develop an understanding of a social problem from various viewpoints 

(Abawi, 2008).  

A mixed methods research approach is the procedure for collecting, analysing 

and combining both quantitative and qualitative research methods in a single 

study to understand a research problem. This approach is best applied when 

both approaches combined offer a better understanding than either type by 

itself (Teddlie and Tashakkori, 2009).  
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Therefore, considering the approaches outlined above, this research 

implemented a fundamentally mixed method approach. The research is 

exploratory and holds the view that in this topic, realities are subjective to 

different participants in the process, however the research provides a 

quantitative method to compare the results from a valuation model for various 

developments, thus a mixed method approach was suitable. 

The selection of this method was informed by the main research question, the 

overall aim and purpose of this research. This method allows and assists 

researchers to produce context dependent, value-driven knowledge 

(Flyvbjerg, 2006; Flyvbjerg, 2011). The case study research method allows the 

researcher to depict the way several factors interact to create the unique 

character of the case under study which produces more context specific 

information (Flyvbjerg, 2006; Flyvbjerg, 2011).  

 

Therefore, the case study research method was particularly useful for the 

purpose of this dissertation due to time constraints which limit primary 

quantitative data collection. Yin (1994) states that the case study method is 

most appropriate to ascertain contextual conditions which are assumed to be 

pertinent to the phenomenon of study; a task which is well-suited to the 

objectives of this particular dissertation. Flyvbjerg (2006) as well as Lauria and 

Wagner (2006) mentions that the comparative case study approach can often 

provide more convincing evidence than a single case and is better suited to 

identify factors that influence a particular outcome. However, it was not 

possible in this dissertation to analyse and apply findings to more than one site, 

due to time and resource constraints. This dissertation seeked to understand as 

much as possible from one case study to establish interventions for the case 

under study and not necessarily for other contexts. Thus, this method allowed 

this dissertation to provide recommendations and suggestions, linking 

inclusionary housing interventions to Cape Town, South Africa through the 

research.  



42 

The case study methodology included analysis of the affordable housing 

market within the context of Cape Town. The research included semi-

structured interviews with identified public and private sector role-players, key 

industry players and professionals to gain insight into the challenges as well as 

the possible solutions for the development of affordable housing in inner-city 

areas such as Cape Town. The data analysis included the following activities: 

 The application of pattern matching as the nature of this research is

exploratory and specific themes emerged from the literature review. The

findings from the interviews and the development appraisal were

categorized and a pattern matching analysis was conducted to match

the findings to the key themes identified from the literature.

 The use of descriptive statistics to provide an overview of the sectors

which the interviewees come from and their professional background.

As part of the case study, a development appraisal of a site in Woodstock, 

Cape Town was conducted. The development appraisal incorporated a 

financial viability assessment for a highest and best use (HBU) development 

model and four inclusionary housing (IH) development models. The 

development appraisal was supplemented with interviews from industry 

stakeholders which were used to identify the challenges experienced by the 

private sector with the development of inclusionary housing in Cape Town and 

the potential state interventions to overcome these challenges. 

The common criticism that the case study research has is the vulnerability to 

subjectivity biases, but Flyvbjerg (2006) states that the question of subjectivism 

applies to all methods and that the case study actually has a greater bias 

toward falsification than verification. Furthermore, the generalisation of case 
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study results, which is often cited as a weakness of this method, is argued by 

many authors such as Yin (1994) and Flyvbjerg (2006) to be a way in which 

context-specific findings may still be transferable. Yin (2009: 15) argues that the 

aim of case study research is to generalise to theoretical propositions and not 

to populations or universes’. This is referred to as ‘analytical generalisation’, in 

contrast to ‘statistical generalisation’.  

 

Bhattacherjee (2012), states that several methods of data collection may be 

employed when conducting case study research. These methods include 

interviews, observations and pre-recorded documents. Therefore, this 

dissertation will made use of primary data from interviews and observations. 

The secondary data to used were collected from policy documents, property 

market reports, online portals and literature which allowed inferences about 

topic of interest to be rich, detailed and contextualised.  

  

3.5.1 Primary Data 

Primary data sources include information collected and processed directly by 

the researcher, such as observations, surveys, interviews and focus groups. This 

research made use of interviews to collect the primary data on the research 

topic. 

 

Interviews:  

Harrell et al. (2009), states that interviews can be used to collect information 

from individuals about their own practices, beliefs or opinions. This allows the 

researcher to gather information on past or present experiences thereby 

allowing the researcher to tap into expert knowledge of the individuals being 

interviewed. In order to analyse the qualitative data gathered through 

interviews, the following process was conducted: 

 Interviews were conducted with 13 participants. 
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 The interviews were recorded and transcribed so that the researcher 

could analyse the text. 

 The literature review identified three key themes which provided the 

base of the pattern matching analysis.  

 To critically analyse the text, the findings were discussed in relation to the 

respective themes. 

 The text was then further analysed according to the key themes, 

expanding on the challenges and solutions for advancing the supply of 

inclusionary housing in the inner-city area of Cape Town. 

 

Semi-Structured Interviews: 

Semi-structured interviews are often used in policy research and allows 

detailed information to be collected in a somewhat conversational style. While 

the interviewer has some of freedom of choice about the order in which the 

questions are asked; it is important for the interview to be guided with questions 

and areas which must be covered (Harrel et al, 2009). This interview style is best 

employed when the interviewer wants a more thorough understanding of the 

responses provided. Therefore, semi-structured interviews were chosen as the 

main method for primary data collection because it allowed for a range of 

views and opinions to be attained. Semi-structured interviews, with the 

absence of a predetermined questionnaire, allowed for open debates and 

the sharing of professional and personal ideas related to the challenges 

experienced by private sector developers with supplying inclusionary housing. 

Furthermore, the sampling techniques used to select the interviewees is 

explained below. 

 

Purposeful Sampling: 

Marshall (1996) explains that purposeful sampling also known as judgment 

sampling is the most commonly used sampling technique. Creswell et al. 

(2011), states that this sampling process involves picking individuals with 

specific knowledge or experience on the research topic. Suri (2011), explains 
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that this type of sampling is best used when the researcher has access to 

professionals who can provide information-rich cases on the research topic. 

 

Convenience Sampling: 

Suri (2011), states that convenience sampling is the most frequently used 

method of sampling due to its subjects being easily accessible and the low-

cost nature of this approach in terms of time and effort. Patton (2002) argues 

that this technique should be used in conjunction with other sampling 

techniques. As this research seeked to understand the challenges 

experienced by private sector developers with supplying inclusionary housing, 

a combination of purposeful and convenience sampling was used when 

selecting the interviewees. Private and public sector stakeholders who are 

involved in the development of inclusionary housing from different 

organizational levels, departments and positions were targeted for this 

research. This ensured that divergent perspectives are obtained. Since the 

primary method of data will be collected through semi-structured interviews, a 

procedure will be designed and detailed in Chapter 4 to guide the interview 

process. 

 

3.5.2 Secondary Data 

Secondary data sources include information retrieved through pre-existing 

sources as research articles, internet or library searches. Pre-existing data may 

also include examining existing records and data such as publications. 

Therefore, the secondary data used for this dissertation comprised of policy 

documents, property market reports, online portals and inclusionary housing 

literature which were reviewed to supplement and validate the interview data. 

Furthermore, observations by means of a photographic analysis were 

conducted to contextualise the chosen study area in Cape Town. 
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3.6.1 Pattern Matching Analysis 

Amaratunga et al (2002) identifies various techniques with regards to 

qualitative data analysis, these include pattern matching, explanation 

building, time-series analysis and thematic analysis. Pattern matching analysis 

assists researchers with understanding how and why they reach certain 

conclusions (Sinkovics, 2018). This technique compares the theoretical patterns 

identified through literature with the discoveries from primary findings. 

Therefore, many themes emerged from the literature review and thus a pattern 

matching approach to analysis was suitable. The challenges identified in the 

literature review were used to identify the themes as location, affordability and 

incentives. These themes were used to categorise the challenges identified 

from the case study and interviews. Therefore, the data analysis revealed new 

links and additional challenges which were unnoticed in the initial research. 

The themes (i.e location, affordability and incentives) identified in Chapter 2 

were used as the foundation to develop the four incentive scenarios which 

were tested on the case study site. Due to time limitations the scenarios could 

only be tested on one site and therefore the impact of various locations could 

not be tested. Thus, the themes which were utilised to develop the scenarios 

were affordability and incentives. 

3.6.2 Descriptive Statistics 

The second data analysis technique used was descriptive statistics. The 

quantitative component of the case study used secondary data from various 

property market reports, planning policies and online portals to conceptualise 

the property market within Woodstock, Cape Town. Furthermore, this property 

market data provided the inputs needed to calculate the yield on cost using 

a residual method of valuation for five development models. The four incentive 

scenarios were then applied to the models to determine which incentives 

could assist to overcome the impact of the inclusionary housing requirement 
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for the case study and the results were presented using descriptive statistics. 

Descriptive statistics are also used to give an overview of the sectors which the 

interviewees come from and their professional background. The method of 

appraisal used is explained below. 

 

Development Appraisal Method: Basic Residual Valuation: 

The development appraisal was conducted on a site also referred to as the 

unit of analysis. The site (Erf 11710, Woodstock) measures 3139m2 in extent and 

is located in close proximity to prominent activity corridors namely; Victoria 

Road and Voortrekker Road. Furthermore, the subject property is zoned 

General Residential 2 (GR2) in terms of the Cape Town Development 

Management Scheme (DMS). The area of Woodstock is regarded to be an 

inner-city area as it an adjoining suburb to the central business district (CBD) of 

Cape Town and thus presents as a suitable inner-city location for the proposed 

inclusionary housing development.  

 

The development appraisal comprised of the following: 

 Site appraisal and town planning considerations for the subject property; 

 Highest and best use analysis for the subject property; 

 Economic and housing market analysis to identify the drivers of demand 

and supply for affordable gap housing in Woodstock, Cape Town as the 

case study area and the site as the unit of analysis. 

 Financial viability assessments for the HBU case and the inclusionary 

housing cases; 

 Challenges are then identified by analysing the results of the financial 

viability assessments. 

For the sake of simplicity, only a static residual valuation method was used for 

the financial viability assessments. In practice, one would rather adopt a 

discounted cash flow approach as the static method is normally used in initial 

calculations. The first step is to determine the extent of the development based 

on the town planning conditions of the property. Secondly the total 
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development costs is then calculated using cost guide information applicable 

to the type of property being developed. The income is then determined using 

comparable rental within the area and this is capitalized using the income 

capitalization method to determine the gross development value of the 

property. The residual land value is then calculated by subtracting total costs, 

inclusive of developer’s profit, from the gross development value. However, for 

the purposes of the case study, the cost of land will remain static, as a known 

variable, and the developers profit will be the residual illustrated as a yield on 

cost ratio. The formula for the basic residual is set out below: 

 

 

 

 

 

 

 

Figure 4: Basic Residual Formula. Source: Baum et al, 2021. 

 

Validity and reliability are conepts which evaluate the overall quality of 

research. Validity and reliability as central quality indicators originated in 

quantitative research, which is dominated by the positivist paradigm 

(Golafshani, 2003). Validity refers to the extent to which the measure 

accurately represents the initial hypothesis that it is supposed to be measuring. 

Validity comprises of internal validity and external validity. Bhattacherjee 

(2012), explains that internal validity is how well the variables reflect the 

underlying phenomenon. However, external validity refers to whether the 

findings would be applicable to other cases. Validity can be affected by 

various factors and therefore, it is imperative that a diverse sample group of 

interviewees and multiple sources of information are referred to in order to 

promote external validity for the purpose of this research. Leininger (1985), 

states that the term validity should be used to gain knowledge and 
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understanding of the topic being researched. It is imperative to note that a 

measure could be valid, but not reliable, and vice-versa. Reliability is the 

degree to which the measure of something is consistent, however this provides 

no indication to the accurateness of the measure. Reliability can be ensured 

by removing the researcher’s bias from the data collected. Bhattacherjee 

(2012), argues that interviews with words which bear no ambiguity, as used in 

this dissertation, may be more reliable than those such as observations.  

 

Ethical concerns in the field of research are important not only to protect the 

research participants, but also to ensure the integrity of the research. The 

following are ethical behaviours which are accepted by the research 

community and have been adhered to during this study; 

- Voluntary and harmless participation 

- Anonymity and confidentiality of those who took part during the study, 

- Disclosure to all participants before conducting the study, and  

- Ethical obligations ensuring honest representation of findings. 

 

Before research could commence, ethics clearance was obtained from the 

University of Cape Town Ethics Clearance Committee in order to continue with 

the research topic and proposed research tools. Secondly, all respondents 

were informed of the purpose of the research and insured that their information 

remained confidential in the research report. Signed consent forms were 

obtained from each respondent. Lastly the researcher endeavoured to fairly 

represent all findings. 

 

This chapter introduced the research methodology adopted in this research to 

address the research questions, aims and objectives. The research paradigm 

is informed by an epistemological approach combined with pragmatism 

which includes elements of both positivism (deductive reasoning) and 
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interpretivism (inductive reasoning). This investigation is based on case study 

research  and  enabled the application of a mixed method by making use of 

both qualitative and quantitative data collection and analysis. Primary data is 

collected through semi-structured interviews. The semi-structured interview 

approach was found to be advantageous due to its ability to gather primary 

data from a large number of respondents within a limited time frame. The 

methods used for analysing and interpreting the data involves a residual 

valuation model and pattern-matching approach whereby the overarching 

challenges was identified and analysed. In the next chapter, the results from 

the primary and secondary data collection was be presented, analysed and 

interpreted. 
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Chapter 4: Results and Discussion of Findings 

This chapter presents the results obtained from the case study which responds 

to the following questions:   

 What are the private sector challenges in supplying inclusionary 

housing in inner-city areas of South Africa? 

 What planning, financial, infrastructure and other mechanisms should 

be considered by the state to advance the supply of inclusionary 

housing in inner-city areas of South Africa? 

 

The mixed method approach was applied, through the use of semi-structured 

interviews and descriptive statistics. Descriptive statistics were used to depict 

the results of the four incentive scenarios of the IH models. In addition, 

descriptive statistics were used to provide a breakdown of the interviewees 

and their specialisation. Thereafter, semi-structured interviews were conducted 

with the interviewees comprising planning and development consultants, 

housing activists, non-profit organisations, government planning officials and 

property developers active in Cape Town, South Africa. These interviews 

identified development challenges and potential solutions. Furthermore, the 

challenges identified from the case study and semi-structured interviews are 

analysed using a pattern matching analysis and informed by themes derived 

from the literature review.  

 

4.2.1 Semi-Structured Interviews  

The themes identified in Chapter 2 were used to develop five questions which 

guided the semi-structured interviews. These themes were location, 

affordability and incentives; with financial viability being an overarching 

theme.  
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Interviewee Sample Criteria 

Thirteen interviewees were selected comprising of various professionals in the 

planning and development industry in Cape Town. The following criteria were 

considered when selecting interview candidates: 

 

 Interviewees must have experience in the Cape Town urban planning and 

housing development market. 

 Interviewees must have some understanding of the property development 

and the affordable housing market in South Africa. 

 A diverse sample of interviewees was a focal point in order to obtain 

reliability and validity by having a variety of opinions on the subject matter 

and key themes. 

 

As indicated in Figure 5 below, the interviewees range between the private 

sector, public sector and non-governmental organisations (NGO) participants.  

Majority of the participants were from the private sector (62%) followed by the 

public sector (23%) and the NGO sector (15%). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 5. Interviewee Sectors. (Source: Author, 2021) 

 

As indicated in Figure 6 below, the various interviewee professions range 

between town planners, researchers, property developers and housing 
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activists. The town planners (38%) and property developers (31%) make up the 

majority of the interviewees followed by an equal split between the 

researchers (15%) and housing activists (15%). 

Figure 6: Interviewee Professions. (Source: Author, 2021)

4.2.2 Development Appraisal 

As part of the case study, a development appraisal of an inner-city site in 

Woodstock was conducted. The case study was incorporated into a financial 

viability assessment for a highest and best use development model and four 

inclusionary housing development models each with different affordability 

targets (Refer to Appendix 1). The definition of affordability used for the case 

study is any household with a monthly income of R18, 000 or less with the basis 

that housing is not more than a third of household costs. This means that the 

affordable housing rentals for the case study may not exceed R6, 000 per 

month. The highest and best use identified for the property was a mixed use 1 

(MU1) zoning given the local planning policy, zoning regulations, heritage 

considerations and immediate context. The maximum gross building area 

(GBA) and gross lettable area (GLA) attainable for the site based on the town 

planning controls for a MU1 zoning was 4709m2 (GBA) and 4002m2 (GLA) (Refer 

to Appendix 1). 
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The following themes were identified by the various interviewees. 

4.3.1 Theme 1: Location 

i. Challenges

Density: 

Density within certain locations of Cape Town can be a challenge when a 

development’s proposed density is out of character with the surrounding area. 

Interviewee 3 stated that “certain densities, which are required to make a 

project viable, might not work in certain areas of the city”. Interviewee 7 

elaborated that “the debates around whether or not housing with a specific 

density in a particular location is acceptable, is often problematic”. 

Interviewee 7 explained that inclusionary housing should be dealing with 

higher density developments, however, and stated “I’m involved in primarily 

medium to high density developments, between 80 and 120 du/ha, there’s 

almost this pathological resistance to high density developments”. This 

challenge is further described through an example by Interviewee 13 who 

stated, “one particular example was an inclusionary housing contribution 

requirement in a high-density development and the residents gathered up and 

there were over 1000 objections arguing that it will erode the character of the 

area”. 

Definition of well-located: Proximity to work opportunities, shops and 

accessibility: 

Many interviewees expressed that “well-located” is too narrowly defined and 

this presents various challenges. Interviewee 2 stated that “certain locations 

might not be suitable for the end user due to the fact that their work 

opportunities might not be located in the city centre”.  This challenge was 

reiterated by Interviewee 5 who stated that “some well-located areas are not 

well-located to affordable households if you consider where they work”. 
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Interviewee 3 agreed and elaborated that “certain areas might not cater for 

lower income households from a retail and schooling perspective”. 

Interviewee 4 provided an example by explaining that “a guy who lives in Delft 

South works in Bellville and said it takes him 15 minutes to get to work with a taxi 

which is a short and cost-effective mode of transport and he says Delft South 

works for him, thus, reiterating that the view on well-located is perhaps too 

simplistic”. Interviewee 10 explained that multiple urban node’s exist within 

Cape Town and that it’s important to consider where people work in proximity 

to where they live. 

 

Community resistance: 

A recurring challenge identified in literature which has been reiterated by 

some interviewees is the challenge of communities resisting to any sort of 

development, let alone affordable housing developments within Cape Town. 

This is substantiated by Interviewee 1 who stated, “community resistance is an 

issue with any development in Cape Town”. Interviewee 2 agreed and stated 

that “the not in my backyard (NIMBY) syndrome is very prevalent in Cape 

Town”. Interviewee 4 explained that “NIMBY is surely a problem in certain areas 

of Cape Town, but we should be careful with the argument that certain areas 

are more prone to this as I’ve encountered a RDP development in Khayelitsha 

close to entry level bonded homes and there was significant community 

resistance to having subsidised housing near their market rated homes”. The 

challenge of community resistance could be exacerbated with the inclusion 

of affordable units in market related developments. Interviewee 6 reiterated 

this by stating “I don’t know how you’ll convince the market that this 

development is no different to other developments; there could be a 

perception that you’ll have a section of the development that won’t be 

looked after”. 

 

 

 



 56 

Political Interference: 

Political interference can impede the progress of inner-city inclusionary 

housing developments being developed by the private sector. Interviewee 7 

explained that “the NIMBY syndrome is unfortunately often supported by 

politicians who are seeking their short-term solution from their perspective by 

securing votes and therefore supporting objections to developments in their 

area”. 

 

Onerous Planning (Statutory) processes: 

The planning process can take anywhere between 8 to 24 months to complete 

within Cape Town and Interviewee 1 stated “housing activists who are 

presently objecting to developments significantly increase the time for 

applications to be processed”. Interviewee 4 explained that the land 

production process is a key phase of the development process and stated 

“there’s three elements to that land production process, it's firstly acquiring the 

land, then the bulk infrastructure and then acquiring the development rights”. 

Interviewee 4 elaborated “just that part of the whole process is massively 

inefficient and if you then add in the construction process to the sell-out, you’re 

looking at between 6-9 years to get development projects off the ground”. This 

time significantly drives up certain costs of development which Interviewee 4 

identified as “holding cost (i.e rates and taxes if the land was bought); 

escalation costs (building materials inflate with time) and the risk costs because 

it's incredibly difficult to determine what the market will be doing in 6-8 years’ 

time”. Additional statutory processes which present a challenge in certain 

areas of Cape Town was explained by Interviewee 4 who stated “when we 

think about acquiring the development rights that's , for example conventional 

rezoning, but it's also environmental rights, its heritage rights, it's any rights that 

are required before you can get a refund on the development and heritage 

approval is a huge problem”.  
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Interviewee 5 explained that internal systems which are used to facilitate 

planning applications “monitors performance of officials based on time taken 

per application regardless of development size”. This prevents officials from 

prioritizing larger development applications and adds to the challenge of 

lengthy planning processes. Interviewee 6 gave an account of their 

experience with this challenges and stated “the approval process is an 

absolute nightmare, up to 8 months to get it through council; the next big issue 

is the heritage fraternity, that can easily add another 6 months onto the 

process, therefore adding another year on the process”. This additional 

process increases uncertainty which Interviewee 7 stated is “the single biggest 

challenge is the uncertainty with decision making”. Interviewee 8 elaborated 

“the way the property cycle works, by the time you applied and when you get 

the rights, the market could be completely different, thus, timeframe is a major 

problem”. Interviewee 11 agreed and stated “planning takes approximately 3 

years with objections and appeals from our experience, by the time rights are 

acquired market is gone or slow”.  

 

ii. Potential State interventions 

Making well-located public land available: 

As seen identified in the literature review, availing public land can be a 

significant financial intervention for private developers who are developing 

inclusionary housing. Interviewee 3 agreed with this point but explained 

“availing state land would definitely help a lot, but we know this is a significant 

challenge in Cape Town”. Interviewee 4 also agreed that this intervention has 

merit and stated that additional state-owned enterprises (e.g. Transnet) should 

get involved to avail land from their side too. 

 

Inclusionary Zones: 

An intervention identified by interviewee 3 and 9 was to target certain areas in 

Cape Town which would be most suitable for the execution of inclusionary 

housing. This could take the form of inclusionary zones such as in the United 
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States and would provide some clarity for developers who develop within 

those areas. The interviewees detailed that these areas could also include 

certain statutory exemptions (i.e. heritage and environmental permits) to 

facilitate faster development approvals for inclusionary housing developments 

within these demarcated areas. The literature review substantiates this 

intervention as it demonstrates countries who have successfully implemented 

inclusionary housing through the use of inclusionary zones. 

Pro-Active Up-Zoning: 

Pro-active up-zoning entails municipalities rezoning certain parcels of land to 

encourage development to take place in certain areas (Stevens et al, 2020). 

This aims to incentivise development by reducing the time and risk associated 

with obtaining statutory planning approvals. Pro-active up zoning was 

identified as another planning intervention by interviewee 3 and 9 which could 

mitigate the challenges experienced by private sector developers developing 

inclusionary housing in Cape Town 

Fast tracking planning applications: 

The most stated challenge amongst the interviewees was the onerous 

planning process. Thus, fast tracking planning processes was widely expressed 

as a planning intervention which could alleviate this issue for inclusionary 

housing developers. Interviewee 1 explained “big projects should be prioritised 

over small projects within government or there should be a specific group of 

people who make decisions on how projects get prioritised”. Interviewee 4 

agreed, but explained the issue with this intervention is that “the municipality 

doesn't control all these processes; you still need environmental, heritage, etc 

and they may have control of a certain part of that process, but not all of it”. 

Interviewee 5 and 6 agreed that a specialised team could be put together to 

make decisions on inclusionary housing development applications to reduce 

the existing burden on officials. While Interviewee 7 argued that faster 

application processes cannot be seen as an incentive or intervention as it 
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should be the norm. Interviewee 11 stated “there should be a department in 

government where you could go to as a developer to fast track and make 

things smooth”.  

 

Area Medium Income: 

This potential solution was identified by Interviewee 4 who stated “you have 

people earning R30,000 a month who can't afford to access those parts of the 

city, which is as problematic as a household earning R5,000 per month who 

can’t access that part of the city either. Why is the one better off? Why only 

prioritise one  market segment?.” This point was substantiated by interviewee 7 

who stated “I think you need to be able to allow for the project to do what it 

wants to do, which is to deliver the component of affordability that the 

development is addressing in that context”. 

 

4.3.2 Theme 2: Affordability 

i. Challenges 

Reduced Viability: 

As seen in the literature and case study, including affordable units within a 

market related development reduces the viability of the development. This 

challenge was substantiated by Interviewee 1 who stated, “adding affordable 

housing will reduce the profits for a developer and subsequently affect the 

viability of developing such developments”. Interviewee 4 explained that 

majority of households within Cape Town earn below R20, 000, thus, they have 

limited buying power. Interviewee 4 elaborated that this limited buying power 

“creates a cap on the value side of the equation due to affordability and the 

challenge is then to get the costs below that capped value which will be 

different for each housing market”. Therefore, the lower the income from the 

affordable households, the less affordable units can be included in the 

development. Interviewee 4 stated “costs don't change, but income varies 

dramatically, so as a result, in reality is when you run the viabilities, your ability 

to proceed with development is going to be extremely difficult”. Interviewee 7 
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agreed and explained “historically, when the sale prices were outstripping the 

fixed cost prices, it wasn't an issue; what happens now is that the fixed costs 

and your sale prices are not diverging; they’re actually parallel if, not closer”. 

Interviewee 9 explained that inclusionary housing requirements “adds to costs; 

which means that you can’t break-even so why develop?” Interviewee 4 

elaborated on this point by stating “one of the consequences of that is you 

cannot force somebody to invest in property, therefore developers go 

elsewhere, either spatially or by investing into a different product”. 

 

Tenant preferences for quality design finishes:  

Interviewee 9 explained that end users are becoming more informed and 

opinionated about the quality and type of developments they would like to 

buy into. Interviewee 9 stated “what you’re finding these days is that you’re 

dealing with intelligent knowledgeable market who have a good idea about 

what they like and don’t like, and that’s across the board of income bands”.  

 

Reduced Land Prices and supply: 

A challenge which emerged from the interviews was that the reduced land 

price offered to landowners as a result of developing inclusionary housing 

could result in landowners refusing to sell their land to such developers. 

Interviewee 11 substantiated this challenge and stated “landowners could 

decide not to sell to developers who have to develop inclusionary housing due 

to the decrease land value they receive, they might rather sell to other 

developers as the highest bidder wins”. Interviewee 7 stated that with 

inclusionary housing, if you offer to pay “agriculture value, plus the premium, 

less the IH requirements, as the land owner, not a chance, I’m getting less 

compared to before “. Interviewee 7 elaborated “we will be throttled for land, 

until the landowner comes to the party”. Conversely, Interviewee 3 argued 

“reduced land prices will be good in Cape Town as it could increase 

development activity for smaller scale developers and potentially increase 

supply”.  
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Price and availability of land: 

The high cost of land within inner-city areas of Cape Town presents a challenge 

for any developer looking to develop affordable housing in inner-city areas of 

Cape Town. Interviewee 10 agreed and noted “one of the biggest challenges 

are the costs of land, government and social housing developers can’t 

compete with the private sector to buy and develop this land”. Interviewee 10 

elaborated that “the landowner would get more for land from private 

developer as opposed to social/ affordable housing developers; this 

perpetuates and re-enforces the spatial inequality inherited from the past”. 

Interviewee 12 explained “the extreme high cost of land in the inner-city of 

Cape Town; land costs in the inner-city of Cape Town are 400%, higher than in 

the inner-city of Durban”. Interviewee 13 agreed and stated that another 

challenge is “the availability of public land, so leaving aside private land for a 

second, when public land isn't made available it becomes a challenge”. 

Interviewee 4 differed in opinion and argued “as a percentage land is on 

average 15-20% of the costs so while it is a significant driver of viability, it’s not 

a big enough component to be the driver behind the costs”. 

 

Rent control/ Tenant management:  

The management of the affordable units has been a topic of deliberation 

amongst private developers and government and raised through Interviewee 

4’s statement: “if the affordability/ income of a household increases beyond 

the initial affordability requirements; how long do they have to get out? Who is 

responsible to get a new tenant and how long does that take? It’s unclear how 

these things will actually work”. Interviewee 4 elaborated by stating “some say 

that the municipality will play that role, but we all know, administratively you're 

not going to get a household in there a hurry, thus, the levels of uncertainty will 

increase significantly”. Interviewee 6 agreed with this point and asked, 

“managing the tenants after the first user leaves will be a challenge and who 

is going to be responsible for this?”. Interviewee 13 explained that “uncertainty 

around the management, the custodianship for long term stewardship, and 
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the sustainability is actually maybe definitely one of the major challenges”. 

Interviewee 11 recounted an example from New York where “the initial tenants 

need the affordable units and pass them on to family. Then years later you 

have a situation there are wealthy tenants living in affordable units, but the 

current occupant is an investment banker and they stay living there. How can 

you manage this and put them out?”. 

Lack of infrastructure: 

Interviewee 1 identified development charges for the contribution to 

infrastructure development as a challenge and stated “development charges 

are quite high and presents a barrier to entry for developers”. Interviewee 7 

explained that in addition to all the challenges identified “on a far more 

fundamental technical level, the bulk availability of services throughout the 

city is seriously problematic, sewerage is obviously massive, 4 years back is 

water, 4 years before is electricity; so bulk network is problematic”. Interviewee 

8 elaborated on how this challenge affects affordable developers and stated 

“areas which have land that is attainable for affordable developers rarely 

have infrastructure“. Interviewee 9 explained “in the past the city provided the 

services to your boundary, but now we need to lay services into the roads and 

do massive upgrades even into other areas that are not doing what we’re 

doing”. Interviewee 11 differed in opinion and stated “I have no issue with 

development charges as the city will fall apart without those contributions”. 

Parking Requirements: 

The parking requirements adds significantly to the development costs and this 

challenge is substantiated by Interviewee 9 who stated “high parking bay 

ratios at 1.25 bays/unit; structured bays or basement bays you’re paying 

anywhere between R200,000-R300,000 and that does get included into the 

sales price of a unit”. Interviewee 9 explained “what ends up happening is that 

the mixed use areas such as commercial and retail need to pick up that 

shortfall which you can’t sell on the units”. Interviewee 8 agreed and stated 
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that “profit sits in 1 or 2 unit developments in Sea Point area as the units sell for 

so much; but the guys struggle to get that extra unit due to the high parking 

requirements”. 

 

Building Standards: 

As seen in the literature, building standards which are too high could have a 

negative impact on the affordability of inclusionary housing developments. 

This point was reiterated by Interviewee 4 who explained “another issue I could 

identify is that our building standards are way too high which adds a significant 

cost to the equation as well. However, I do understand that it’s a tricky one 

because no one wants buildings burning or breaking down, but I just don’t think 

we’ve got the balance right from an affordability point of view”. 

 

ii. Potential State interventions 

Access to subsidies: 

Access to subsidies for the occupants of the affordable units and the 

developers was identified by many interviewees as a financial intervention 

which could to assist overcome the financial viability constraints associated 

with developing inclusionary housing. Interviewee 3 explained that developers 

should make use of the existing FLISP subsidies and partner with Social Housing 

Institutes (SHI’s) where possible. Interviewee 8 stated “government housing 

subsidies coupled with a range of other housing finance products should be 

available for inclusionary housing developers to draw onto to make it viable”.  

 

In-lieu Fees: 

Many interviewee participants identified that an “in-lieu fees” as a potential 

solution for developers who are not able to accommodate affordable units on 

site. Interviewee 3 explained that “an in-lieu contribution could assist in those 

scenarios where there is a funding gap in an existing affordable housing 

project”. Interviewee 11 agreed and stated “that in lieu fees could work 

because it’s less risk for the developer and reduces management issues”. 
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Interviewee 9 expressed that the municipality could use the fees as a grant to 

emerging B-BBEE developers who develop affordable housing within these 

areas on public land as this encourages entrepreneurship and creates jobs. 

 

4.3.3 Theme 3: Incentives 

i. Challenges 

No incentives: 

The lack of incentives for private developers who are required to include 

affordable units within market related development was identified as a 

challenge under this theme. However, Interviewee 3 held the view that “the 

benefits experienced by developers increasing the value of land is an 

incentive”. Interviewee 8 explained “affordable housing developers do not get 

any incentives for developing affordable stock; they get the same treatment 

from banks, Eskom and government as the private market driven developers”. 

 

ii. Potential State interventions 

Density Bonuses: 

Interviewee 3 stated that density bonuses would work best if it were discussed 

with the surrounding area in order to limit objections during the planning 

approval process. Interviewee 8 agreed and explained that density bonuses 

could assist with overcoming the impact on viability caused by the inclusion of 

affordable units. Interviewee 9 explained a mechanism for density bonuses 

which they believe would entice private developers; “They could have a 

massing model or 3D box of rights within a corridor that would allow 30% 

additional rights, and this can then be made available to developers to build 

in this box. any style of design, and if you build in this box without deviations,  a 

6 months process is guaranteed with the condition that the city will supply the 

services to this site”.  
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Reduced development charges: 

The lack of infrastructure capacity in Cape Town was identified as major 

challenge in literature and through the interview process. Interviewees 2, 6, 7 

and 8 all stated that reduced development charges could assist private 

developers by reducing the initial capital costs. Interviewee 3 and 4 explained 

that improved infrastructure within Cape Town would significantly assist 

developers in Cape Town. 

The following section explains the development appraisal which was 

conducted to assess which state interventions identified from literature and the 

interviews could assist private developers overcome their challenges when 

developing inclusionary housing within the inner-city area of Woodstock.  

The development appraisal incorporated a financial viability assessment using 

a highest and best use (HBU) development model and four inclusionary 

housing (IH) development models on a site within Woodstock, Cape Town 

(refer to Appendix 1). The subject property is zoned as General Business 2, 

however given the location of the subject property and the support for higher 

density mixed use developments in close proximity to transport routes and 

corridors, a Mixed-Use 1 zoning is deemed more desirable from a highest and 

best use perspective. The proposed development is a 6-storey building with 

retail on the ground floor and 90 residential units on the remaining 5-storeys. 

The four inclusionary housing development models each had different 

affordability targets namely: lower income households (R3,500 and R5,500); 

middle income households (R5,501 and R11,000); upper income households 

(R11,001 and R18,000) and an equal split amongst the three household 

incomes (i.e. 33% per income band). Four incentive scenarios were applied to 

the inclusionary housing development models to assess the effect of incentives 

of the yield on cost for each development model. The scenarios comprised of 

the following incentive scenarios: 
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- Scenario 1 calculated the yield on cost without incentives.

- Scenario 2 calculated the yield on cost with a density bonus equivalent to

the initial inclusionary housing requirement.

- Scenario 3 calculated the yield on cost with a 50% reduction in land price

as an incentive.

- Scenario 4 calculated the yield on cost with both the density bonus and the

reduction in land price.

The yield on cost results from the development models are depicted using 

descriptive statistics below. 

4.4.1 Yield on Cost 

The results of the scenarios were analysed using the first year’s net operating 

income (NOI), total development costs (TDC) and yield on cost variable. The 

variables for each incentive scenario were compared (Refer to Appendix 1).  

Scenario 1: No Incentives 

The TDC for scenario 1 remained the same as no incentives were included, 

however the NOI significantly fluctuated with the inclusion of the varying levels 

of affordability. As expected, the highest and best use (9.01%) model achieved 

the maximum yield on cost for this scenario (Refer to Figure 7). However, it 

should be noted that despite having the highest yield on cost, the HBU 

scenario’s costs exceeded the value. The lower income model’s yield on cost 

was 1.28% lower than the HBU model at 7.73%. Whereas the middle and upper 

income models achieved a yield on cost of 7.91% and 8.33% respectively. 

Surprisingly, the yield on cost for the equal split income model was greater than 

the middle income model. 
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Scenario 2: Density Bonus 

The inclusion of the density bonus increased the TDC for scenario 2 due to the 

additional bulk which increases construction costs and results in additional units 

being added which subsequently increases development charges. Despite 

the incentive, the highest and best use (9.01%) model still achieved the 

maximum yield for this scenario (Refer to Figure 8). Despite the impact of the 

density bonus, it positively affected the yield on cost for all inclusionary housing 

models. The lowest income model’s yield increased from 7.73% in scenario 1 to 

7.96%; this equates to a 0.23% increase. The middle income model’s yield on 

cost increased by 0.25% to 8.16% and the upper income model’s yield 

experienced the biggest increase of 0.27% from 8.33% in scenario 1 to 8.60% in 

scenario 2. 
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Scenario 1: Yield without Incentives

Figure 7: Scenario 1 (without Incentives) Yield on Cost for all models. Source: Author, 2021. 



 68 

 

 

 

 

 

 

 

 

 

 

 

Scenario 3: Reduced Land Price 

The 50% reduction in land price reduced the TDC for scenario 3. This incentive 

had a significant impact on the yield of each model. This impact is 

demonstrated by the yield of the inclusionary housing upper income (9.15%) 

model surpassing the yield of the HBU (9.01%) model. The inclusionary housing 

upper income yield was 0.14% greater than the HBU yield for this scenario 

(Refer to Figure 9). In addition, the yield for the lower income model 

significantly increased from 7.73% in scenario 1 to 8.5% in scenario 3 which 

represents a significant 0.77% increase. The middle income model’s yield 

increased by 0.79% from scenario 1 to 8.7% in scenario 3.  
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Scenario 3: Yield with Reduced Land Price

Figure 8: Scenario 2 (with density bonus) Yield on Cost for all models. Source: Author, 2021. 

Figure 9: Scenario 3 (with reduced land price) Yield on Cost for all models. Source: Author, 2021. 
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Scenario 4: Density Bonus and Reduced Land Price 

Including both incentives in scenario 4 perpetuated the results from scenario 

3. Both the NOI and TDC increased for each model. The inclusionary housing 

upper income (9.34%) model achieved the maximum yield for this scenario 

with the HBU (9.01%) model attaining the second highest yield. The yield of the 

inclusionary housing equal income split (8.95%) model also significantly 

improved for this scenario (Refer to Figure 10). The middle income model 

increased by 0.71% from 8.16% in scenario 1 to 8.87% in scenario 4. This scenario 

indicated that the inclusion of both incentives significantly improved the yield 

on cost for the middle and lower income and models.  

 

 

 

 

 

 

 

 

 

 

The comparison of development scenarios can be seen in Figure 11 below. 
Figure 10: Scenario 4 (density bonus and reduced land price) Yield on Cost for all models. Source: Author, 2021. 

Figure 11: Comparison of all scenarios for Yield on Cost. Source: Author, 2021. 
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4.4.2 Challenges: Development Appraisal 

The following challenges were identified from the development appraisal and 

the various inclusionary housing development models. The challenges 

identified are grouped into the themes identified in Chapter 2.  

Location 

Although the scenarios could only be tested on one site and can be argued 

that because it’s a site with typical inner-city characteristics, the findings have 

relevance for similar sites. The statutory approval processes associated with 

land development presents a unique challenge for developers in Cape Town 

as explained below. 

Affordability 

The affordability challenges identified from the development appraisal are 

outlined below. 

Opportunity Cost: 

As seen in the development appraisal (Refer to Appendix 1), the development 

value decreased by R9,973,331.26 from R87,806,029.70 for the HBU 

development model to R77,832,698.44 for the equal split income inclusionary 

housing development model as a result of the lower rentals achieved for the 

affordable units in scenario 1. This represents a substantial 11% decrease in 

development value which provides insight into the opportunity cost 

experienced by the developer as a result of including the affordable units. The 

opportunity cost was significantly higher for the lower and middle income 

inclusionary housing models, which presents a unique challenge for private 

developers and public sector who may want to target these households. 

Affordability Requirement: 

The inclusionary housing development models reflected that the lower the 

affordability requirement, the lower the yield on cost for the development. This 
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presents a significant challenge because targeting the lower income 

households would result in fewer affordable units being developed due to the 

impact on the financial viability of the development. Therefore, opportunities 

exist for the middle and upper income models as the incentives increased their 

yield on cost to the point where these inclusionary housing developments 

could compete with the highest and best use development case. 

 

Incentives 

Lack of Incentives: 

The results from scenario 1 indicated that an inclusionary housing development 

with no incentives, even when targeting the upper GAP income households, 

simply did not match the yield obtained from a HBU development. Thus, a lack 

of incentives could present a challenge for developers. 

 

The above challenges identified from the interviews and the development 

appraisal models were matched with the key themes from the literature 

review. In addition, the potential state interventions identified by the 

interviewees is categorised into the relevant themes. The following analysis will 

be used to identify the main challenges and potential solutions for the 

development of inclusionary housing in inner-city areas of Cape Town. This 

pattern matching analysis therefore aims to remove the subjectivity associated 

with the private sector and to identify the common challenges and potential 

state interventions for the development of inclusionary housing in Cape Town. 

Table 3 below provides a graphic summary of the findings identified from the 

literature review, interviews and the development appraisal.  
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Table 3: Summary of Findings 

Main 

Theme 

Key 

Themes 

Challenges Potential State Interventions 

From Literature 

From Interviews and 

Development 

Appraisal 

From Literature 

From Interviews and 

Development 

Appraisal 
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n
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Lo
c
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o

n
 

- Development 

Location and 

Community 

Opposition 

(NIMBY) 

- Onerous 

Planning 

Processes 

 

- Density  

- Definition of well-

located 

- Community 

Resistance  

- Political 

interference  

- Onerous planning 

processes  

- Making well-

located public 

land available 

- Fast tracking of 

planning 

approvals 

- Precinct 

planning 

approach 

- Making well-

located public land 

available 

- Inclusionary Zones 

- Pro-Active Up-

Zoning 

- Fast tracking 

planning 

applications 

- Area Medium 

Income 

A
ff

o
rd

a
b
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ty

 

- Affordability 

Requirement 

- Building 

Standards 

- Parking 

Requirements 

- Ground 

Conditions 

 

 

- Reduced Viability 

- Tenant 

preferences for 

quality design 

finishes  

- Reduced Land 

Prices and supply  

- Price and 

availability of land  

- Rent control/ 

Tenant 

management  

- Lack of 

infrastructure  

- Parking 

Requirements  

- Building Standards  

- Affordability 

Requirement 

- Opportunity Cost 

- Subsidies 

- Redevelopment 

- Affordability 

requirement 

- Inclusionary 

Housing 

requirement 

- Access to subsidies 

- In-lieu Fees 

 

In
c

e
n
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v
e
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- Lack of 

incentives 

- Lack of incentives - Density bonuses 

- Design 

concessions 

- Urban 

development 

zone (UDZ) 

- Reduction in 

development 

charges 

- Density bonuses 

- Reduced 

development 

charges 

- Reduced land 

prices 
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Overarching theme: Financial Viability 

The development appraisal demonstrated the influence of including 

affordable units within a market related development. As expected, the 

inclusion of the affordable units resulted in a lower yield on cost for the 

developer. This challenge was reiterated by the interviewees who identified 

that inclusionary housing requirements will reduce the financial viability of the 

entire development. Therefore, these findings match the overarching theme 

financial viability challenge identified in literature. 

 

Theme 1: Location 

 Challenges 

Development Location and Community Opposition (NIMBY): 

The literature identified the location of a development and community 

opposition as a key challenge within Cape Town. This challenge is further 

substantiated by the findings from the interviewees and thereby matches this 

pattern identified in literature. 

 

Onerous Planning Processes: 

The literature provided an example of a development in Cape Town which 

took 3 years to obtain planning approval, illustrating the onerous planning 

processes within Cape Town. This was validated by majority of the interviewee 

participants who identified the onerous planning and statutory processes 

within Cape Town as a major challenge. This increased time exacerbates the 

risk associated with development in Cape Town as the market could be very 

different once the approval is granted.  

 

Potential state interventions: 

Making well-located public land available: 

As seen in the literature and the development appraisal, availing public land 

can be a significant financial intervention for private developers who are 

developing inclusionary housing. The appraisal illustrated that availing public 
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land at a reduced rate significantly improved the yield on cost for each 

inclusionary housing development model. Additionally, the appraisal 

demonstrated that the upper income (R11,000-R18,000) inclusionary housing 

development model’s yield exceed the highest and best use development 

model’s yield.   

Fast tracking of planning approvals: 

Both the literature review and interview process identified fast tracking 

planning and statutory approvals as a state intervention which could assist 

private developers who supply inclusionary housing. Reduced application 

processes will save developers time which equates to saving on holding costs 

such as rates and taxes. These savings could decrease the overall cost of the 

development and potentially make the development more affordable. 

Furthermore, faster application processes results in developments being made 

available to the market quicker which increases a private developer’s 

competitiveness and ability to capture a specific market. The inclusionary 

housing models used for development appraisal could not assess the impact 

of this intervention on the yield of the development due to a static model being 

used which is unable to factor in how time influences the developers yield. 

Precinct planning approach: 

The literature review identified adopting a precinct planning approach as a 

potential solution to enable inclusionary housing in inner-city areas. This 

intervention was also indirectly identified during the interview process as one 

interviewee proposed that the city should develop massing models with the 

necessary rights and infrastructure for multiple sites in a particular area. This 

intervention is particularly useful in inner-city areas where the government owns 

public land and could use it as a catalyst for development in the surrounding 

area. Due to the nature of the development appraisal, i.e. only testing one site, 

it was able to assess the impact of this intervention on the developers yield. 
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Theme 2: Affordability 

Challenges 

Affordability Requirement: 

The affordability requirement refers to the rental required to ensure lower 

income households can afford to stay within the inclusionary housing 

development. As seen in the development appraisal, the lower the 

affordability requirement, the lower the yield on cost for the development.  This 

challenge provides insight that targeting lower income households will the 

greatest impact on the viability of a development. Furthermore, the 

interviewees expressed that targeting the lowest income households would 

result in less affordable units being delivered within inner-city areas. This 

challenge is reiterated in the literature review thereby matching literature to 

the findings.  

 

Building Standards: 

The literature review clarifies that building standards which are too high make 

it less feasible to develop affordable housing. This challenge was substantiated 

by an interviewee who explained that the right balance between high building 

standards and affordability is yet to be achieved.  

 

Parking Requirements: 

As indicated in the literature review, the standard parking requirements across 

the City of Cape Town significantly impacts the development costs of a 

building. This presents a challenge for inclusionary housing developments 

because the low car ownership amongst lower income households do not 

necessitate the same parking requirements as open market developments. 

The additional cost to provide parking also makes it less viable to supply 

affordable units in open market developments. This challenge was reiterated 

by the interviewees who explained that achieving the densities, which are 

often required to make projects viable, in inner-city areas are hamstrung by 

the parking requirements that accompany these densities.  
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Ground Conditions: 

The variability and uncertainty related to ground conditions of inner-city sites 

adds significantly to the risk borne by private developers who develop within 

these areas. It should be noted that despite this challenge being identified in 

the literature review it was not recognised as a challenge by any of the 

interviewees. 

 

Potential state interventions: 

Subsidies: 

Access to subsidies for the tenants or owners of the affordable units have been 

identified by literature and through the interviews as an intervention which 

could increase the affordability of tenants. The existing subsidy available to 

households looking to purchase their first affordable home is the finance linked 

subsidy programme (FLISP).This could be used for first time home buyers who 

purchase affordable units in inclusionary housing developments and can 

thereby reduce the barriers to home ownership for lower income households 

in inner-city areas.  

 

Redevelopment: 

The literature review identified that new buildings are far more expensive to 

develop and thus, redevelopment of existing buildings could significantly 

reduce the total cost of development and increase the affordability of units in 

such developments. While this cannot be seen as a state intervention, such 

developments could be encouraged by the state which could change the 

perception of redeveloped buildings for inclusionary housing. Furthermore, 

existing buildings also make up the majority of buildings within inner-city areas 

thereby allowing inclusionary housing to be developed in larger scales (Massyn 

et al, 2015).  
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Affordability requirement: 

The literature identified that the affordability requirement (i.e. household 

income target) influences the financial viability significantly and determines 

the overall affordability of the affordable units as households are only able to 

allocate a certain portion of their monthly income to housing. This point was 

illustrated by the various inclusionary housing development models which 

each had a different affordability requirement (i.e. lower, middle or upper gap 

income). The results from the models illustrated that increasing the household 

income target increased the yield on cost of the development and made it 

most comparable with the highest and best use yield. 

Inclusionary housing requirements: 

The literature review explained the inclusionary housing requirement as the 

ratio of affordable units to market related units (i.e. a 20% inclusionary housing 

requirement). While the literature revealed that the higher the inclusionary 

housing requirement the lower a developers profit will be and vice versa. This 

was not identified through the interviews, however some interviewees did state 

that the requirements should be based on the development proposal and 

what the developer can afford to accommodate on the site. Thus, ensuring 

that the inclusionary housing requirements are tailored to the development 

could result in more developers being able to accommodate inclusionary 

housing as part of their developments.  

Theme 3: Incentives 

Challenges 

Lack of incentives: 

Literature identified the lack of incentives as a challenge for private sector 

developers who are required to include affordable units within a market 

related development. This challenge is substantiated by the interviewees; 

however, some interviewees expressed that incentives should not be granted 

as the developer is profiting from the increase in land value as a result of the 
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development process. It is the view of some interviewees that the intent of 

incentives is to increase the social development objectives and not necessarily 

increase profits of the developer. 

Potential state interventions: 

Density bonuses and design concessions: 

As explained in the literature review, a density bonus increases the 

developable area on a site which could increase the development profit. 

However, it should be noted that this increase in profit is met with increased 

construction costs. Despite the increase in cost this incentive could be 

particularly useful on inner-city sites where land is expensive and limited in size. 

Likewise, design concessions such as building line departures are useful in that 

they allow developers to change their development proposal and utilise more 

space on the site. These interventions were substantiated by the interviewees 

and the development appraisal which demonstrated the inclusion of a density 

bonus increases the yield of an inclusionary housing development. 

Urban development zone (UDZ): 

Urban development zones exist within Cape Town as an existing tax concession 

and could be used as an incentive for private developers looking to build 

inclusionary housing in these areas as well. The benefits accrue to the property 

owner which reduces barriers to entry for lower income households to buy 

property. The impact of this intervention was not assessed in the development 

appraisal as the benefit accrue to the end user. 

Reduction in development charges: 

The literature review and interviewees identified the cost of infrastructure as a 

significant development cost when developing in Cape Town. Thus, an 

appropriate response by the state could be to reduce the development 

charges applicable for the affordable housing component of inclusionary 
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housing developments. This intervention was identified in literature and through 

the interview process.  

 

The challenges and potential state interventions identified though the pattern 

matching analysis provides the pertinent issues and solutions which should be 

addressed for private developers to supply inclusionary housing in inner-city 

areas of Cape Town.  

 

This chapter presented the qualitative findings from the interviewees and the 

quantitative results from the development appraisal. The findings from the 

interviews substantiated and in some cases reiterated the challenges and 

potential state interventions identified in the literature review and could thus 

be matched with the themes identified in chapter 2. The development 

appraisal also illustrated the impact of affordability requirements and the lack 

of incentives, which were challenges identified in literature, on the viability of 

a development.  
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Chapter 5: Conclusion and Suggested Future Research 

The main aim of this research was to identify the challenges experienced by 

private sector developers in supplying inclusionary housing and to explore 

possible interventions by the state to overcome these challenges to advance 

such developments. This chapter responds to the research question and 

supports the research proposition that context appropriate state interventions 

can assist private sector developers to overcome the challenges experienced 

in supplying inclusionary housing within inner-city areas of South Africa. 

Resulting from the review of literature and findings, through pattern matching 

analysis, the private sector developer challenges were explored. Furthermore, 

the research objectives, as set out in Chapter 1, is reviewed in this chapter to 

establish whether such objectives were accomplished during the explorative 

research.  

 

The research aim was to identify the challenges experienced by private sector 

developers in supplying inclusionary housing in inner-city areas and to explore 

possible interventions by the state to overcome these challenges to advance 

such developments.  

 

The problem statement, as presented in Chapter 1, was stated as: 

 The state has not put in place clear, decisive and effective Inclusionary 

Housing policies and regulatory instruments to address financial viability and 

encourage private sector developers to provide adequate affordable gap 

housing within inner-city areas in South Africa. 

 

The research question guiding this study asked what state interventions and 

best practice methods could be considered by the state to overcome the 

private sector challenges and to advance the supply of inclusionary housing 

in inner-city areas in South Africa? The proposition to be supported was that 

context appropriate state interventions can assist private sector developers to 
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overcome the challenges experienced in supplying inclusionary housing within 

inner-city areas of South Africa. The research design chosen for this research 

was a case study method which consisted of semi-structured interviews and a 

development appraisal. The literature review provided the foundation to 

develop the interview questions and development appraisal incentive 

scenarios. 

 

Objectives were established to provide a guideline for the research process. 

The objectives were to: 

 Explore the characteristics of affordable gap housing in inner-city areas 

of South Africa. 

 

Through the literature review, the characteristics of affordable gap housing in 

inner-city areas of South Africa were identified thereby achieving this 

objective. 

 

 Explore private sector challenges in supplying inclusionary housing in 

inner-city areas of South Africa. 

 

Private sector challenges in supplying inclusionary housing in inner-city areas 

of South Africa accompanied with potential state interventions were identified 

through a critical review of literature. The key patterns were then identified 

from these challenges and interventions. Furthermore, this was supplemented 

with interviews and a development appraisal on an inner-city site in 

Woodstock, Cape Town. The challenges and potential state interventions 

identified through the interviews and appraisal were then matched to the key 

patterns identified in Chapter 2 which allowed the researcher to refine the 

challenges experienced by developers when supplying inner-city inclusionary 

housing developments and find context appropriate potential state 
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interventions which could assist private developers overcome these 

challenges. 

 Determine what planning, financial, infrastructure and other

mechanisms should be considered by the state to advance the supply

of inclusionary housing in inner-city areas of South Africa.

The potential planning, financial and infrastructural state interventions which 

could assist private developers to overcome the challenges were then 

explored through a review of literature and supplemented by interviews with 

industry professionals.  

The development appraisal applied four incentive scenarios to the inclusionary 

development models to assess which interventions could assist with the case 

under study. Through this process context appropriate state interventions were 

identified as possible solutions to overcome the challenges experienced by 

developers, thereby fulfilling this objective. 

The research question that was asked is as follows: 

 What state interventions and best practice methods could be

considered to overcome the private sector challenges and to advance

the supply of inclusionary housing in inner-city areas in South Africa?

Guided by the research question, the literature review explored the challenges 

affecting the development of inner-city inclusionary housing and identified 

potential state interventions to overcome those challenges. Furthermore, the 

main patterns were identified from those challenges to better understand the 

pertinent themes which the interventions are required to respond to. This 

resulted in the following state interventions being identified: 
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Planning: 

 Inclusionary Zones: Inclusionary zones remove the ambiguity for developers 

in certain areas and can therefore factor the cost of the inclusionary 

housing into their initial viabilities. 

 

 Pro-Active Up-Zoning: Pro-active up-zoning can incentivise or encourage 

development in the areas where the state is trying to increase social 

development impact. Furthermore, pro-active up-zoning significantly 

reduces the statutory processes which reduces the overall uncertainty for a 

developer. 

 

 Area Medium Income: Using an area medium income to target the 

affordable housing occupants could reduce the income cliff amongst 

occupants in inclusionary housing developments and thereby decrease 

the risks experienced by the developer. 

 

 In-lieu Fees: This allows developers to pay fees where the inclusion of 

affordable units would make the entire development financially unviable 

and the fees could benefit existing affordable housing projects. 

 

 Density bonuses: Granting density bonuses to developers increases the floor 

area of the development which in turn could increase the lettable area 

and achieve higher value or income.  

 

 Fast tracking planning applications: The onerous planning process was 

identified by most interviewees as the most significant challenge.  Therefore, 

decreasing the time for processing statutory applications would mitigate 

this challenge. 
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Financial: 

 Access to subsidies: Since the occupants of the affordable unit have limited 

spending power, they would benefit from subsidies to increase their 

affordability and allow them to potentially access homes in inner-city areas. 

Furthermore, subsidies for developers could also help reduce the 

development costs thereby making it more financially viable to develop 

inclusionary housing. 

 

 Making well-located public land available: This intervention was identified 

though literature and the interviews and substantiated by the development 

appraisal which illustrated that availing public land at reduced rates could 

significantly increase the viability of developing inclusionary housing in 

inner-city areas of Cape Town. 

 

Infrastructure:  

 Access to infrastructure: Where possible, reduced development 

charges could help mitigate the impact of including affordable housing 

in market related developments.  

 

Therefore, the research question is answered by the interventions identified 

through the literature review, interviews and development appraisal. 

 

The proposition to be supported or refuted was identified in Chapter 1 as: 

 Context appropriate state interventions can assist private sector 

developers to overcome the challenges experienced in supplying 

inclusionary housing within inner-city areas of South Africa. 

 

The inclusionary housing policy precedent analysis in the literature review 

identifies state interventions internationally and in South Africa which are in 

place to assist private developers with the development of inclusionary 
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housing. These interventions, mostly in the form of incentives, were found to be 

more common practice internationally than in South Africa.  

 

While the Johannesburg inclusionary housing policy lists an increase in density 

and reduced parking requirements as incentives available to private 

developers who deliver inclusionary housing, none of these interventions are in 

place in Cape Town. This is due to the lack of an approved inclusionary housing 

policy within the City of Cape Town. In addition, the state interventions 

identified through literature and the interviews provide an array of solutions 

which could assist developers overcome the challenges associated with 

developing inclusionary housing in inner-city areas. These planning, financial 

and infrastructural interventions identified through literature and the research 

findings would each influence the feasibility of inner-city inclusionary housing 

developments differently, however they could mitigate some of the 

challenges experienced by private developers. An example of this was 

presented by the major challenge of the onerous planning processes in Cape 

Town and the intervention which could directly impact this is if the state is able 

to fast track inclusionary housing development applications. 

 

Furthermore, the development appraisal tested a density bonus and making 

well-located public land available at a reduced price as interventions for the 

case study site. The results from the four incentive scenarios indicated that a 

reduction in land price had the most significant impact on the yield for the 

inclusionary housing development. In addition, the results from the incentive 

scenario 3 and 4 proved that state interventions such as reduced land prices 

and density bonuses could assist private sector developer overcome the 

feasibility challenges encountered with supplying inclusionary housing 

developments in inner-city areas. The household income and affordability of 

the tenants also influenced the yield significantly and should be considered by 

the state as a significant factor which could determine the success or failure 

of inclusionary housing developments. Therefore, these results prove that 
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context appropriate interventions can indeed assist private sector developers 

overcome some of the challenges experienced with supplying inclusionary 

housing in inner-city areas thereby supporting the research proposition. 

The research process was challenged with many limitations which may 

influence the findings of the research. These limitations are listed below: 

 Time constraints of the dissertation limited primary data gathering for the

case under study.

 The virtual interview process could have affected the comfortability of

interviewees which might have affected their responses.

 The state interventions put forward by the interviewees is limited by their

experience with inclusionary housing and professional background.

 The static method of appraisal limits the accuracy of the model, in

reality developers would use a dynamic model to calculate the yield of

a project. In addition, the static method did not factor the time required

to obtain statutory approvals. However, the impact of incentives on

inclusionary housing developments was the purpose for the model and

not necessarily ensuring the accuracy of the model.

 Financing arrangements and taxation implications have not been

accounted for as these are often specific to the developer and thus

cannot be generalised.

 The availability of property market data for the subject area is limited

and in some cases slightly outdated due to limited access to latest

property market reports.
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The opportunity for further research arises as a result of the limitations of this 

study. These opportunities are explained below: 

 

 The cost to government of providing the proposed interventions. While 

many of the state interventions proposed in this research is useful to assist 

private sector developers who supply inclusionary housing, the cost to 

government who are required to provide these interventions is important 

to consider and would add significantly to the finds of this research. 

 

 How to monitor the efficacy of the proposed interventions in achieving 

the social development objectives of government.  

 

The interventions proposed in this research would all vary in their efficacy 

based on the development proposal and the location of the development, 

thus assessing how to best monitor the effectiveness of state interventions 

would improve the current findings. 

 

 Using a dynamic appraisal model could result in more accurate results. 

 

With more time, the current development appraisal could be improved if a 

dynamic appraisal model is used.  

 

Through conducting this research, the pertinent challenges which private 

sector developers could experience when supplying inclusionary housing in 

inner-city areas such as Cape Town were identified. These challenges 

presented the basis which the proposed state interventions responded to. The 

best practice approaches identified from the inclusionary housing policy 

precedent analysis provided insight that any interventions which aim to 

protect the feasibility of inclusionary housing developments should refrain from 
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implementing a blanket approach with fixed inclusionary housing 

requirements. The most significant intervention identified would be the state’s 

ability to fast track planning and statutory approval processes for inclusionary 

housing development applications. Furthermore, the development appraisal 

depicted that making well-located public land at reduced prices could 

significantly assist private developers who supply inclusionary housing in inner-

city areas. Therefore, the future success of inclusionary housing within inner-city 

areas of Cape Town will require careful consideration and negotiation 

between both the private and public sector. 
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Introduction 

This section builds on the literature review by incorporating further information 

to enhance the understanding of Cape Town and Woodstock’s property 

market context. In addition, this section provides a development appraisal of 

an inner-city site in Woodstock. The yield on cost is modelled for a HBU 

development model and four IH development models of a development 

within the inner-city area of Woodstock, Cape Town. Furthermore, four 

incentive scenarios are tested on each IH development model to assess its 

impact on the yield on cost for the development. 

Study Area Motivation 

The legacy of apartheid is evident in Cape Town’s urban form. Poor 

communities live in dispersed settlements far from economic opportunities and 

spend on average more than 40% of their monthly income on public transport 

to travel between homes and places of employment. This legacy also 

entrenches social divisions in society and inhibits the economic growth 

potential of the city. Furthermore, the apartheid legacy is still reflected in the 

urban form (Refer to Figure 1). 

Figure 1: Race dispersion map of Cape Town. One dot represents 50 households. (Source: Frith, 2011)
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The lowest income levels are mostly located around the residential areas 

where people of colour reside and conversely the well-located high income 

areas are represented by mostly white households (Refer to Figure 2).   

Figure 2: Income map of Cape Town. One dot represents 25 households. (Source: Frith, 2011)

The City of Cape Town has committed itself to ensuring the development of 

affordable housing for its citizens that is well-located, close to public transport 

networks, and easily accessible to job opportunities. Therefore, the case study 

area of Woodstock, Cape Town will be analysed. 

Woodstock: 

Despite the best efforts of the apartheid state, Woodstock and Salt River, were 

never successfully segregated. Although parts of them were declared white 

areas, they remained home to a diverse community of Capetonians, many of 

whom lived as neighbours for generations, in defiance of the government’s 

attempt at socially engineering these areas which contributed to the strong 

sense of place and identity for Woodstock. As property prices continue to rise 

many of the working-class tenants that have been an established part of life in 

Woodstock and Salt River are being displaced. 
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Site Finding: 

Woodstock has been through dynamic urban regeneration efforts with new 

residents and businesses flocking into the neighbourhood. With these have 

come skyrocketing property prices, evictions of long-time residents unable to 

afford the rent and rate hikes, and headline-grabbing protests decrying the 

overall trend (DAG, 2018). Against this backdrop, a site in Woodstock was 

chosen for the development of inclusionary housing.  

Figure 3: Metro Locality. (Source: Author, 2021) 
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Figure 4: Woodstock Local Area. (Source: Author, 2021) 

 

Woodstock is situated within the inner-city area of Cape Town nestled 

between two iconic landmarks namely, Table Mountain National Park and 

Table Bay harbor. Erf 11710, Woodstock is located in close proximity to 

prominent activity corridors namely; Victoria Road and Albert/ Voortrekker 

Road.  
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Land and Legal: 

The pertinent details of the property are as follows: 

PROPERTY DESCRIPTION Erf 11710 

PHYSICAL ADDRESS 66 Greatmore Street 

EXTENT OF ERF 3139 m2 

BUILDING FOOTPRINT +-954 m2 

REGISTERED OWNER City of Cape Town 

TITLE DEED TBC 

TITLE DEED RESTRICTIONS TBC  

SG INFORMATION SG NO. 1061/1884 

LAND CLAIMS None  

APPLICABLE ZONING SCHEME Cape Town Development Management Scheme (DMS) 

CURRENT ZONING General Residential 2 (GR2)  

CURRENT LAND USE 
Derelict Community Centre and underutilised space 

used for parking purposes. 

VALUATION  R16,670,000.00 

EXISTING TENANTS Community Learning Centre 

Table 1: Land and Legal. (Source: Author, 2021) 

Site Appraisal 

Site factors are physical characteristics affecting the development potential 

of a site in contrast to planning or legal factors which might act as less obvious 

constraints. Thus, access, ground conditions, landscape and boundaries, 

services, contamination and government/state funding are considered when 

undertaking this site appraisal. 

 

Access: 

This plan shows the general movement of the various modes of public transport 

in Woodstock and the surrounding areas. The subject property is ideally 

located within walking distance (100m) of the city’s most prominent activity 

routes (Victoria Road and Albert Road). These activity routes are endowed 

with public transport such as the MyCiti buses, minibus taxis and bus services 

with an IRT bus stops and minibus taxi facilities located along this road. 

Woodstock railway station is located within a 1km radius of the subject 
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property, thus deeming the subject property highly accessible and connected 

from a mobility perspective. 

The site is highly accessible as it enjoys vehicular and pedestrian access via 

Devon Street, Regent Street and Greatmore Street. 

Figure 6: Site Access. (Source: CoCT Zoning Viewer, 2021)

Figure 5. Existing Transport in Woodstock. (Source: CoCT 2017b)
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Ground Conditions:  

The entire property has a tarred surface and therefore the soil type cannot be 

determined. On inspection of vacant land in the surrounding area, it can be 

assumed that the soil is workable and appears to be sandy.  

 

Surface Landscape and Boundaries: 

There’s no existing landscaping on the subject property and the property 

boundaries are clearly defined (Refer to Figure 7).  

  

 

 

Figure 7: Surveyor Generals Diagram. (Source: SG Office, 2021) 
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Engineering Services:  

The subject property is serviced by existing infrastructure such as sewer, water, 

storm water and sewer manholes (Refer to Figure 8). 

 

Figure 8: Engineering Services. (Source: Author, 2021) 

Contamination:  

The subject property is not contaminated and is currently used for community 

purposes; thus contamination does not pose any problems for the site under 

study. 

 

Current Initiatives and Government Assistance:  

The current initiatives and government assistance in terms of overlay zones that 

includes the area of Woodstock will be outlined below. 

 

Urban Development Zone (UDZ): 

The subject property is located within an Urban Development Zone (UDZ) 

which is a tax incentive administered by SARS and aims to encourage private 

sector-led residential and commercial development in inner-city areas with 

developed public transport facilities (Refer to Figure 9).  
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Figure 9: Urban Development Zone. (Source: City of Cape Town, 2021) 

The UDZ allows businesses which fall within its area to benefit from significant 

tax savings for building development which fall into the following categories: 

 

 The erection, extension or improvement of or addition to an entire 

building; 

 The erection, extension, improvement or addition of a part of a 

building representing a floor area of at least 1 000 m²;  

 The erection, extension or improvement of or addition to low-cost 

housing; and/ or 

 The purchase of such a building or part of a building directly from a 

developer. 
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Planning Considerations 

City of Cape Town IDP (2017 – 2022): 

The Integrated Development Plan (IDP) is a five-year strategic plan required in 

terms of the Municipal Systems Act, Act 32 of 2000. The IDP aims to realize the 

City’s Vision for the residents of Cape Town. This legislation states that an IDP is 

the principle strategic planning instrument which guides and informs all 

planning, development and decisions in the municipality (refer to Figure 10).  

Figure 10: IDP Pillars and Transformation Priorities. (Source: CoCT IDP 2017-2022) 

The following strategic objectives are relevant for the site: 

Strategic Focus Area 3: Caring City 

 Objective 3.1: Excellence in basic service delivery

o Objective 3.1 (c)- Housing programme

Strategic Focus Area 4: Inclusive City 

 Objective 4.1: Dense and transit-oriented growth and

development.

o Objective 4.1 (a)- Spatial integration and transformation

programme.
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City of Cape Town: The TOD Strategic Framework Policy (2016): 

Transit Oriented Development (TOD) for the City of Cape Town seeks to 

promote easy access throughout the City providing for increased efficiency 

with regards to socio-economic values inherent in today’s society. Transit 

Oriented Development (TOD) represents the intricate relationship between 

“Transit” (access imperative of an urban environment) and “Development” 

(the spatial manifestation of those that are within the urban economy).  

The location of the site is supportive of TOD policy objectives as it is located in 

close proximity to an activity route (Victoria Road) and within walking distance 

of the nearest drop-off and collection point of public transportation, and +-

2km away from Woodstock station.  

Cape Town Municipal Spatial Development Framework (2017 -2022): 

To deliver on the guiding national and IDP principles and Transformation 

priorities, the City’s spatial logic had to be amended from an outward focused 

urban development pattern towards an inward focused urban development 

trajectory (refer to Figure 11). 

 Figure 11: City’s Spatial Logic. (Source: CoCT MSDF 2018a) 
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The CTMSDF’s key objective is to pursue a new spatial form that will ensure that 

Cape Town becomes a city that is more equitable, liveable, sustainable, 

resilient and efficient. The Cape Town MSDF (2017 - 2022) designates the site 

for Urban Inner Core (UIC) which is defined as follows: 

Urban Inner Core (UIC) - indicates areas of investment priority where the City is 

committed to spatially targeting investment and development to spatially 

transform and integrate city form (Refer to Figure 12). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SUBJECT PROPERTY 

Figure 12: CoCT MSDF. (Source: CoCT, 2018a) 
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The Table Bay District Plan (2012): 

The City of Cape Town has developed a set of District Plans which acts as 

guides in the way in which the city is to develop and grow. The proposed 

development falls within the Table Bay district and is therefore guided by the 

Table Bay District Plan. This District plan represents the City’s latest efforts and 

approach to manage growth and development within this portion of the City 

on a more detailed level. The Table Bay District Plan (2012) earmarks the 

property for urban development which is defined as (Refer to Figure 13): 

Urban Development - Buildings and infrastructure with a residential purpose as 

well as offices, shops, community facilities and other associated buildings, 

infrastructure and public open space necessary to provide for proper 

functioning of urban areas and amenity and recreation. The term ‘urban 

development’ includes golf estates, vineyard estates with a residential 

Subject Property 

Figure 13: Spatial Development Plan. (Source: CoCT Table Bay District Plan, 2012b) 
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component, equestrian estates with a residential component, rural living 

estates, eco-estates, gated communities and regional shopping centres. 

Urban development excludes noxious industry and generally excludes land for 

industrial purposes. However, service trades that are compatible with mixed-

use development and that generate a low impact on surrounding urban uses 

may be permissible if the nature and type of industry is deemed to form an 

integral part of an area demarcated for urban development purposes. 

 

The subject property is designated as urban development located in close 

proximity to an activity route (Victoria Road) which encourages densification 

and mixed land use intensification.  

 

Zoning: 

Erf 11710, Woodstock is zoned General Residential 2 (GR2) (Refer to Figure 14). 

The Cape Town Development Management Scheme (DMS) describes General 

Residential (GR) as the following: 

Primary uses: dwelling house, second dwelling, group housing, boarding 

house, guest house, flats, private road and open space. 

Consent uses: utility service, place of instruction, place of worship, institution, 

hospital, place of assembly, home occupation, shops, hotel, conference 

facility, rooftop base telecommunication station and veterinary practice.  

 

 

 

 

 

 

 

 

 

 

 

Figure 14: Current Zoning GR2. (Source: City of Cape Town Zoning Viewer, 2021) 
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Development Parameters: 

 

Figure 15: General Residential 2 Zoning. (Source: Cape Town Municipal Planning By-Law, 2019) 

The site is located within a Public Transport 2 Zone (PT2) which has a zero 

parking requirement according to City of Cape Town’s Municipal Planning By-

Law 2015 (Refer to Figure 16). 

Existing Building: 

The existing double storey place of instruction building measures +-954m2 has 

a height of +-12m and surrounding single storey and double storey buildings 

has heights of +- 3m-8m. The efficiency of existing building is not optimised and 

could be unlocked by developing above the existing structure and utilizing the 

vacant parking area.  

 

Land Use: 

The subject property (Erf 11710) has a place of instruction on the site. Refer to 

the photographic overview below. 

Figure 16: Public Transport Zone 1 and 2. (Source: City of Cape Town Zoning Viewer, 2021) 
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Photograph 1:  

Surrounding residential uses and 

existing building on the subject 

property. Pedestrian access from 

Greatmore Street with Pristine Views of 

Table Mountain in the background. 

Photograph 2:  

 

Underutilized parking area and 

playground on the subject property. 

Surrounding single storey and double 

storey residential fabric in the background. 

Photograph 3:  

The underutilised parking space on 

the subject property as seen from 

Regent Street. Site receives vehicle 

access from Regent Street. 

Photograph 4:  

Surrounding 2 storey and single storey 

residential uses adjacent to the subject 

property creating street character along 

Regent Street.  

Photograph 5:  

The underutilised space on the subject 

property as seen from Devon Street. 

Pristine views of Table Mountain. 

Photograph 6:  

The subject property as seen from the 

Devon Street with heritage buildings along 

creating a unique Streetscape character. 

Table 2: Existing Surrounding Land Uses. (Source: Author, 2021) 

 

Existing Building On-Site 

Subject Property 

Parking + Play Area  

Existing Vehicular Access 

Existing Building  
Subject Property 
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The predominant character of the surrounding area comprises of mainly of 

general residential, general business and mixed land uses (Refer to Figure 17).  

Heritage Conservation:  

The subject property is situated in a Heritage Protection Overlay Zone (HPOZ) 

and the property is graded as a Grade 3B site (Refer to Figure 18).  

Figure 18: Heritage Conservation. (Source: City of Cape Town Zoning Viewer, 2021) 

The subject property is located adjacent to grade 3B, 3C and Not 

Conservation Worthy sites. There are a few potential grade 3 sites to be 

investigated. The existing structure on the site is older than 60 years (Refer to 

Figure 19). 

Figure 17: Land Uses in Woodstock. (Source: City of Cape Town RFP Woodstock, 2017b) 

Subject Property 

Subject Property 
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Figure 19: City Survey 1944-1966. (Source: City of Cape Town Zoning Viewer, 2021) 

Municipal Valuation:  

The property was valued at R16,670,000 in 2018 by the City of Cape Town and 

the estimated monthly rates for the subject property is R16,031 (CoCT GV2018). 

Furthermore, the subject property is located in an area that has values ranging 

between +-R1, 299,384.00 - +-R6, 770,000.00 (Refer to Figure 20). 

 

Figure 20: Valuations of Residential and Business. (Source: City of Cape Town RFP Woodstock, 2017b) 

Subject Property 
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Highest and Best Use Analysis 

The international Valuation Standards (IVS) define highest and best use (HBU) 

as “The highest and best use must be physically possible, financially feasible, 

legally allowed and result in the highest value (maximally productive).” The 

subject property is zoned as General Business 2 in terms of the City of Cape 

Town Municipal Planning By-Law 2015. However, given the location of the 

subject property and the support for higher density mixed use developments 

in close proximity to nodes, transport routes and corridors, a Mixed-Use 1 zoning 

is deemed more desirable from a highest and best use perspective. 

 

Physically Possible: 

Given the location of the subject property along Greatmore Street, Regent 

Street, Devon Street, the redevelopment opportunity exists as the site is highly 

accessible for construction vehicles to access the site. Furthermore, the site is 

located adjacent to residential land uses, thus the potential for redevelopment 

of the property for Mixed-Use purposes at a higher density should be 

supported. Given the site size and dimensions of the property, the 

redevelopment potential from a physical perspective would be possible. 

 

Legally Permissible: 

The Mixed Use 1 zoning is defined within the Cape Town Municipal Planning By-

Law 2015 as:  

 

The MU zonings accommodate a mixture of business, appropriate industrial 

and residential development. These zonings are particularly suitable at the 

interface between general business and industrial zonings. Certain uses that 

could have a negative impact on the surrounding area require the approval 

of the City. Different development rules apply to the different subzonings of 

MU1, MU2 and MU3, particularly with regard to permitted height and floor 

space. 
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Primary uses : business premises, industry, dwelling house, second dwelling, 

boarding house, flats, place of instruction, place of worship, institution, hospital, 

place of assembly, place of entertainment, hotel, conference facility, authority 

use, utility service, rooftop base telecommunication station, transport use, 

multiple parking garage, private road, filming and open space. 

Subzoning  Floor factor  Coverage  Maximum height 

above existing 

ground level to top 

of roof  

MU1  1,5  75%  15,0 m  
Table 3: MU1 development controls. (Source: MPBL, amended 2019) 

The current residential land uses (flats) are permitted in terms of the General 

Residential 2 zone. However, in order to redevelop the site to accommodate 

retail, flats and place of instruction to its maximum threshold, the existing zone 

would not permit the land uses from a legal perspective, hence not legally 

permissible. Thus, a rezoning from General Residential 2 to Mixed-Use 1 would 

be required to unlock the sites highest and best use. 

 

Financially Feasible: 

A financial viability assessment of the proposed development would be used 

to determine a more accurate determination of its feasibility. 

 

Maximally Productive: 

The subject property is not maximised in terms of the threshold and carrying 

capacity, thus the rezoning to Mixed-Use 1 would maximize the sites 

development potential. 
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Economic and Housing Market Analysis 

Market Research 

Market research aims to identify the current demand for a particular land use 

within an area and informs the design, scale, tenure and service requirements 

for potential buyers. This research is essential for establishing current demand 

and whether a proposed development could be sold or let within the area.  

Economic Analysis:  

Having established the total market potential, it then becomes important to 

determine how much of that market a particular development can gain and 

how much effort is needed to gain it. Isaac et al (2016) defines the three factors 

which are necessary for an economic analysis as the demand and supply, 

changes in environment and technology.  The demand and supply is analysed 

followed by changes in Woodstock’s environment and technology. 

Demand: 

In this market analysis, the demand side factors focus on identifying potential 

users for the proposed mixed-use development. McGaffin (2018), identifies 

short-term determinants of housing demand as income, cost of living expenses, 

house prices, availability and cost of credit and government policy. Whereas 

the determinants for retail is derived from the number of consumers in the area, 

their income, preferences, price of substitutes and availability of credit. The 

demand for retail space is also largely driven by the size and nature of the 

catchment area. The area under study (ward 115) will be referred to as the 

area of Woodstock (Refer to Figure 21).  

Area information 

Figure 21: Delineated area. Source: Wazimap, 2021 
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Cape Town Housing Demand 

One out of four households within Cape Town can afford to buy an entry level 

home priced at R600,000 (City of Cape Town, 2019). This equates to an 

estimated monthly income of R20,000, however income data suggests that 

more than 75% of households within Cape Town earn below this threshold 

(Wazimap, 2021 Data: Census, 2011). In 2019 the average sales price of a 

house in Cape Town was R930, 000 (City of Cape Town, 2019). This would 

require households to earn an income of R30,0000 per month or above which 

represents a minor 13% of households within Cape Town (Wazimap, 2021 Data: 

Census, 2011). Furthermore, roughly 50-60% of the housing stock in the inner-

city transacts above R900, 000 (CAHF, 2019) (Refer to Figure 22). This reflects 

the great need for affordable properties within the inner-city areas of Cape 

Town 

 

Figure 22: Residential Transactions in Cape Town by Market segment. (Source: CAHF, 2021). 
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Population of Woodstock 

Age 

The total population within the Woodstock 

(ward 115) area totals at 30 754 people. The 

age demographic is clustered into three 

groups, namely: under 18, 18 to 64 and above 

65. The median age within the ward 5 area is 

31 which is roughly 10% higher than the median 

age within the Western Cape, which is 28. The 

majority of the of the population fall within the 

range of 18 to 64, representing 77% of the total 

population (Stats SA, 2011). 

Race 

The race demographic within the Woodstock 

(ward 115) area consists of Black African, 

Coloured, Asian, Indian and White, with 

White’s representing the majority of the area 

at 34% of the total population. Black African’s 

represent 32%, Coloured’s 25% and Asian 

and Indian are the minority at 4% (Stats SA, 

2011). 

Economic conditions within Woodstock 

Highest level education 

The majority of the population within the 

Woodstock ward 115 area have completed 

grade 12 (matric), roughly 27%. The amount of 

people with an undergraduate qualification is 

significantly less at only 14% of the population 

being represented within this level of education. 

However, this is more than double the rate in the 

Western Cape (6%) (Stats SA, 2011). 

Figure 23:  Woodstock population by age. (Source: 

Author 2021, Data: Stats SA 2011) 

Figure 24: Woodstock population by race. (Source: Author 

2021, Data: Stats SA 2011) 

Figure 25: Woodstock level of education. (Source: Author 

2021, Data: Stats SA 2011) 
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Employment status 

The area of Woodstock (ward 115) has a 

reasonably high rate of employment, roughly 

49%, compared to employment rate of 39% in 

South Africa. There is also a relatively high 

number of people within the area who are not 

economically active, roughly 49%. The 

unemployment rate is significantly less than that 

of the Provincial level (14%), tallying at a minor 

5% within the Woodstock area (Stats SA, 2011). 

Sector  

The area of Woodstock (ward 115) has a 

relatively high rate of employment, roughly 

49%, compared to employment rate of South 

African, 39%. Majority, 82%, of these people 

are employed within the formal sector of 

employment. Private household businesses 

only account for a minor 9% of the total sector 

of employment ratio (Stats SA, 2011). 

Income  

The median annual household income within 

the Woodstock (ward 115) area is R115,100; 

with the majority (20%) of households earning 

between R150,000-R300,000 per annum. The 

median annual income within the Woodstock 

area is more than double the amount of the 

annual income at a Provincial level. This 

indicates that the area has more disposable 

income than the majority of wards within 

Western Cape (Stats SA, 2011).  

Figure 26: Employment status of Woodstock population. 

(Source: Author 2021, Data: Stats SA 2011) 

Figure 27: Sectors of employment for Woodstock residents.  

(Source: Author 2021, Data: Stats SA 2011) 

Figure 28: Percentage households by annual income in 

Woodstock. (Source: Author 2021, Data: Stats SA 2011) 
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The distribution of income in Woodstock gives insight into the potential target 

market for the proposed development. Given that the GAP (R3,500 to R26,100 

p.m3) market accounts for majority of households within Cape Town, the

proposed develop will target households within this income range. The 

approved Cape Town Metropolitan Spatial Development Framework defines 

affordable housing as households who earn between the R3,501-R18,000 per 

month, it also refers to residential units valued at R500,000 or less. Therefore, 

with this definition as the foundation, the household income range targeted 

for the affordable component of the proposed development will range from 

R3,500 and R18,000 per month.  

Given the majority household income within Woodstock and the MSDF 

affordable housing definition; this establishes the potential tenants for both the 

affordable and open market housing as households who earn between 

R40,000 and R600,000 per annum and between R3,500 and R50,000 per month 

respectively in Woodstock. Assuming that a household has no other debt; 

these households should be able allocate roughly a third to housing and 

therefore could afford residential properties between R135,000 and R1,900,000 

(Property24 Affordability calculator, 2021). The graph below depicts that 7356 

(66%) households in Woodstock (ward 115) earn between R40, 000 and R600, 

000 per annum.  

3 Upper limit based on the Financial Sector Code Affordable Housing Standards define the affordable housing target market as households 
earning an upper income limit of R26,100 (rounded) (BASA, 2021). 
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Cost of finance 

The bank lending rate in South Africa remained unchanged at 7% in May 2021 

and it’s been fairly stable which is positive from a lending perspective. 

 

 

 

 

 

 

 

 

 

 

Figure 30: South African Prime Rate. (Source: Trading Economics 

2021, Data: South African Reserve Bank) 

Figure 29: Distribution of households by annual income in Woodstock. (Source: Author 2021, Data: Stats SA 2011) 
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Market dynamics 

Dwelling Type 

The total amount of households within the 

Woodstock ward 115 area totals at 11 173 

dwellings. The majority, roughly 55%, of the 

households represent the dwelling type of 

an apartment. Formal houses represent 

roughly 16% of the households within the 

area. Furthermore, the minority of 0.4% live 

in informal dwellings (Stats SA, 2011). 

Ownership 

More than half of households within the 

Woodstock (ward 115) area are rented, 

equating to roughly 57%. This indicates a 

market for rental properties within the area. 

The second highest percentage (17%) of 

tenure status represent homes which are 

owned and fully paid off. Households 

owned, but not yet fully paid off represent 

13% of the demographic (Stats SA, 2011). 

 

Household Goods  

Majority of households within the Woodstock (ward 115) area have access to 

a cell phone, roughly 94%. Car ownership per household is relatively high at 

66%. This is more than 1.5 times the amount of those who have access to 

vehicles on a Provincial scale, indicating a high percentage of car ownership 

within the area (Stats SA, 2011). 

Figure 31: Households in Woodstock by dwelling type. 
(Source: Author 2021, Data: Stats SA 2011) 

Figure 32: Tenure status of homes in.  (Source: Author 2021, 
Data: Stats SA 2011) 
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Comparable Rentals 

The comparable residential rentals within Woodstock indicates that the 

average rentals for residential property is R222.03/m2 (Refer to Table 4). 

Therefore, the rental rate used within the residual valuation model was 

assumed to be R225.00 as this is reflective of the existing open market rental 

rate for apartments within the area. 

Residential Rentals in Woodstock 

# Suburb Address Listed Date 
Monthly 

Rental 

Size 

(m2) 
Rental (R/m2) 

1 Woodstock 187 Sir Lowry Rd Jul-21  R13,000.00 67  R   194.03 

2 Woodstock 187 Sir Lowry Rd Jul-21  R   7,800.00 34  R   229.41 

3 Woodstock 187 Sir Lowry Rd Jul-21  R   7,300.00 34  R   214.71 

4 Woodstock 34 Dickson Str Jul-21  R   9,500.00 56  R   169.64 

5 Woodstock 85 Albert Rd Jul-21  R   9,500.00 42  R   226.19 

6 Woodstock 1 On Albert Jul-21  R   7,500.00 29  R   258.62 

7 Woodstock 85 Albert Rd Jul-21  R   7,800.00 42  R   185.71 

8 Woodstock 187 Sir Lowry Rd Jul-21  R13,000.00 67  R   194.03 

9 Woodstock 1 On Albert Jul-21  R   7,450.00 25  R   298.00 

10 Woodstock 
Wex on Albert 

Rd 
Jul-21  R10,500.00 42  R   250.00 

Average Jul-21  R   9,335.00 43.80  R   222.03 

Table 4: Comparable sales location within Woodstock. (Source: Author, 2021. Data: Property24, 2021) 

Figure 33: Household goods of homes in Woodstock. (Source: Author 2021, Data: Stats SA 2011)
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The comparable retail rentals within Woodstock is tabulated in table 5 below 

and indicates that the average rentals for retail property is R156.14/m2. 

Therefore, the rental used within the residual valuation model was assumed to 

be R157.00 as this is reflective of the existing retail rental rate within the area. 

Retail Rentals in Woodstock 

# Suburb Address Listed Date 
Monthly 

Rental 
Size (m2) 

Rental 

(R/m2) 

1 Woodstock Albert Rd Jul-21  R16,465.00 89  R  185.00 

2 Woodstock Albert Rd Jul-21  R   9,520.00 70  R  136.00 

3 Woodstock 145 Sir Lowry Rd Jul-21  R40,560.00 312  R  130.00 

4 Woodstock 41 Sir Lowry Rd Jul-21  R45,385.00 313  R  145.00 

5 Woodstock Albert Rd Jul-21  R17,460.00 90  R  194.00 

6 Woodstock Albert Rd Jul-21  R18,300.00 100  R  183.00 

7 Woodstock 3 Ravenscraig Rd Jul-21  R14,107.00 123  R  114.69 

8 Woodstock Albert Rd Jul-21  R 6,884.00 50  R  137.68 

9 Woodstock Searle Str Jul-21  R27,600.00 138  R  200.00 

10 Woodstock Albert Rd Jul-21  R 9,520.00 70  R  136.00 

Average Jul-21  R20,580.10 135.50  R  156.14 

Unit Size 

Recent sales within Woodstock were predominantly one to two-bedroom 

properties. This indicates a demand for homes which comprise of a similar unit 

type and will be taken into consideration for the proposed development (Refer 

to Figure 34).  

Table 5: Comparable Retail rentals within Woodstock. (Source: Author, 2021. Data: Rennie Property, 2021) 

Figure 34: Recent sales by bedroom count within Woodstock. (Source: Property24, 2021) 
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The draft Western Cape IH policy framework states that unit size should as a 

principle be a combination of studio, one-bedroom and two-bedroom units in 

order to respond to different family compositions. The reviewed optimum unit 

sizes proposed for social rental stock is a useful guideline: 

Unit size range per unit type and occupancy 

Type of unit Optimum size Minimum Occupancy 

Room 12 10 1b1p 

Bachelor/ Studio 25 18 1b2p 

1 bedroom 35 25 1b2p / 2b3p 

2 bedrooms 48 42 3b3p / 4b4p 

3 bedrooms 60 52 3b4p / 5b6p 
Table 6: Proposed Unit Sizes - Draft SH Norms and Standards (Source: SHRA, 2020) (b=bed; p=person) 

In light of the above findings, the proposed development will accommodate 

a mixture of one- and two-bedroom units with a minimum unit size of 30m2.  

Accessibility and Amenities

The subject property is located in the heart of Woodstock and enjoys access 

from Greatmore Street. The subject property is located 100m from Victoria 

Road which is a main movement corridor within Woodstock. Furthermore, the 

subject property is located in close proximity to amenities listed below. 

Type Amenity Distance 

(Km) 
Airport Air Force Base Ysterplaat 4.3 

Filling Station Spur Motors 0.2 

Filling Station Caltex Gilpet Motors 0.4 

Filling Station Total – Cavendish Street Woodstock 0.5 

Hospital/ Clinic Boehringer Ingelheim Lung Institute 2.2 

Hospital/ Clinic Chris Barnard Auditorium 3.4 

Hospital/ Clinic MediCross City Bowl 3.4 

Police Station Police SAPS- Woodstock 0.5 

Police Station SAPS- Cape Town 1.7 

Police Station SAPS- Cape Town 2.7 

Primary School Saint Anges’s Primary School 0.2 

Primary School Mountain Road Primary School 0.5 

Primary School Wesley Met Practising School 0.5 

Shopping Centre The Palms Deco and Lifestyle Centre 1.3 

Shopping Centre Bishops Corner 1.4 

Shopping Centre Saint Peter’s Square Shopping Centre 1.9 

Tertiary Education College of Cape Town 0.6 

Tertiary Education FET College of Cape Town 0.3 

Tertiary Education AFDA Cape Town 1.3 
Table 7: Amenities surrounding subject property. (Source: Lightstone, 2021) 
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The comparable sales which are similar to the residential units proposed on the 

subject property are listed below. Properties were transacting at median prices 

of R1, 875,000.00 for sectional title schemes in the year 2020 (Refer to Figure 35). 

 

Transactions also decreased gradually from the year 2015 to 2017, but the saw 

a steep increase in 2019 followed by a further decline towards 2020 which 

indicates lower demand for sectional title units within the area (Refer to Figure 

36). 

 

 

 

 

 

 

 

 

 

 

Figure 36: Woodstock number of transfers. (Source: Lightstone report, 

2021) 

Figure 35: Woodstock Median Price. (Source: Lightstone report, 2021) 
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Supply 

Property cycle

According to Rode data, vacancies in South Africa for the apartment/ flats 

market has decreased to 12% in quarter 1 of 2021 from a high 12,9% in the 

fourth quarter of 2020. Despite this welcomed improvement, vacancy rates are 

still well above the average for 2020 (9,2%) and place a considerable amount 

of pressure on rentals as tenants experience financial strain. This problem is 

being exacerbated by financially healthy tenants who choose to purchase 

apartments due to the cost of renting versus owning being closer to each other 

as a result of the sharp decline in interest rates (Rode, 2021).  Furthermore, the 

increase of new rental stock in 2018 and 2019 (Refer to Figure 37) created an 

oversupply of apartments, placing further pressure on rentals by weakening 

demand (Rode, 2021). 

The amount of residential buildings completed declined by 27% at a National 

level from August 2020 to January 2021 (Q1 2021 Rode Report). Furthermore, 

residential building plans approved increased by 3% over the same period (Q1 

2021 Rode Report). 

Figure 37: Flats rentals vs vacancy rates Q1 2018 to Q1 2021. (Source: Rode, 2021) 
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Proposed affordable developments in Woodstock 

Woodstock is an old established suburban area within the southern suburbs 

with many residential developments in the pipeline, thus the supply of new 

residential developments within the area is relatively high. Conversions from 

dilapidated and vacant properties to high density residential apartment blocks 

indicate an appetite for this type of stock in the short to medium term within 

the area. The City of Cape Town has demarcated specific sites for the 

development of affordable housing within Woodstock (refer to Figure 38). 

Figure 38: Proposed Affordable Housing Developments within Woodstock. (Source: CoCT, 2017b)
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Available for 

development as 

affordable housing 
Already allocated to social 

housing institutions 
Future development Developed for transitional 

housing 

Location: Site A- Pickwick 

Road 
Yield: ≥600 social housing 

units 

Location: Pine Road & 

Dillon Lane 
Yield: ±240 social housing 

units 

Location: Upper Canterbury 

Street 
Yield: TBC 

Location: Portion of 

Pickwick Road 
Yield: ±52 Community 

Rental Units 
Location: Site B- 

Woodstock Hospital  
Yield: ≥700 social housing 

units 

Location: Salt River Market 
Yield: TBC 

  Location: James Street 
Yield: ±43 Rooms 

Location: Site C- 

Woodstock Hospital Park 
Yield: ≥200 social housing 

units 

    

Location: Site D- New 

Market Street 
Yield: ≥300 social housing 

units 
Location: Site E- ‘Fruit & 

Veg’ Canterbury Road 
Yield: ≥50 social housing 

units 
Table 8: Proposed developments within Woodstock. (Source: CoCT, 2017b) 

Private Sector Developments 

The area of Woodstock has been inundated with large scale private sector 

mixed used developments. Some of the completed and current 

developments include: 

 2015: The Woodstock Exchange (WEX) (66-68 Albert Road) mixed use 

residential development, 

 2016: The Woodstock Hub, Bromwell Road: proposed high-rise apartment 

block; the eviction of 20 families and the subsequent legal battle has not 

yet been resolved; 

 2018: WEX1 (85 Albert Road) 9 storey mixed use residential development; 

 2019: The Woodstock (76 Albert Road) mixed use commercial art gallery 

with an 8-storey apartment block, not yet approved; 

 2019: WEX2 (80-88 Albert Road) 8 storey mixed use residential 

development, currently under construction; 

 2020: 220A Albert Road: 9 storey mixed use residential development, not 

yet approved; 

 2021: 1onAlbert: 9 storey mixed use residential development currently 

under construction. 



 123 

Changes in the existing environment 

 

Building plan submissions for redevelopment projects 

Figure 39 provides an annual comparison of the number of building plans 

submitted in each quarter over the past ten years, thereby controlling for 

seasonal trends in the building and construction industry. Building plans 

submitted to the City in the third quarter of 2020 increased by 20% from the 

previous quarter. This increase could be as a result of the easing of Covid-19 

restrictions. 

 

 

 

 

 

 

 

 

 

Economic forecasts  

Cape Town’s economy has grown faster than the country’s economy over the 

last few years, due to Cape Town’s economy being dominated by the tertiary 

sector (finance) and not severely dependent on the mining sector. The tertiary 

sector provides a foundation for Cape Town’s expanding post-matric job 

seekers to find employment, however, the unskilled job seekers will find it harder 

to gain employment within the tertiary sector.  

 

Changes in technology 

The impact of the Covid-19 pandemic has significantly and suddenly 

impacted all aspects of people’s lives with most of the world living under some 

Figure 39: Building plans submitted to the CCT, Q1 2011- Q3 2020. (Source: EPIC, 2020) 
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form of restrictions on movement (JLL, 2020). This has accelerated the need for 

and use of technology in many ways. The implications of the pandemic for 

global real estate varies from sector to sector. For the retail sector, the primary 

and short-term focus remains to save money and options to offset the loss of 

revenue caused by lockdown restrictions.  

Retailers with the right infrastructure to fulfill online orders will be crucial for 

trading. As the structural change for the retail sector accelerates, greater 

importance will be placed on a “flexible omni-channel” retail model and 

strengthened relationships between retailers and landlords will be key to 

achieve this (JLL, 2020). The residential sector has maintained stable operating 

cash flows; however, this will vary based of the residential type. Multi-family 

homes have proven to be the most resilient to the impacts of the pandemic, 

however this will be tested if the increasing unemployment decreases demand 

for residential spaces.  
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Financial Viability Assessment 

The inputs, assumptions and subject property information used within the 

residual valuation models (Refer to Table 9). Each model and incentive 

scenario is explained in this section. 

Table 9: Input assumptions used in the residual valuation model. (Source: Author, 2021. Data obtained 

from sources indicated in the right column.) 

Areas Source
Gross building area (GBA) (m2) 4709

Efficiency factor 85%

Gross lettable area (GLA) (m2) 4002

Parking Area (m2) 1201

Land

Land Price 16,670,000.00R     Municipal Valuation Roll

Other fees (e.g. Transfer fees) 220,000.00R     Online Ooba Home Loans transfer fees calculator

Rates and Taxes 192,372.00R     Municipal Valuation Roll

Construction costs

Site preparation (demolitions, etc) 400,000.00R     Assumption

Building costs (R/m2 GLA) 13,000.00R     2020/21 Aecom Cost Guide

Parking costs (R/m2 GLA) 650.00R     2020/21 Aecom Cost Guide

Other fees and costs (inclusive of contingency) 3.00% Assumption

Regulatory fees and costs:

Planning Submission Fees: 

Rezoning- R6900

Specialist Studies Applications- R3450 per study * 2 (HIA and TIA)

Advertising in media- R9470

30 Notices to surrounding owners- R250 for 5 notices * 6

24,470.00R     CoCT 2021/22 Tariffs

Building Submission Fees: 

Residential Built Area- R4220 * (3920m2 *0.0085)

Retail Built Area- R5340 * (784m2 *0.0085)

Demolition Application - R900

177,096.16R     CoCT 2021/22 Tariffs

Development Charges for HBU and IH Scenario 1 (90 units) 2,830,563.52R     CoCT Development Charges Calculator

Development Charges for IH Scenario 2 (108 Units) 3,284,928.26R     CoCT Development Charges Calculator

Incentives

Density Bonus (GBA) (m2) 784 Equivalent to initial IH requirement from Scenario 1

50% Reduction in Land Price 8,335,000.00-R    Assumption based on literature 

Fees

Professional fees (% construction costs and external works) 12.00% Assumption based on industry practice

Values

Estimated rent: Retail R/m2 157.00R     Property 24

Estimated rent: Open Market Residential R/m2 225.00R     Property 24

Estimated rent: Band 1 Affordable Residential R/m2 38.00R    Based  on Affordable Gap Market Income

Estimated rent: Band 2Affordable Residential R/m2 65.00R    Based  on Affordable Gap Market Income

Estimated rent: Band 3 Affordable Residential R/m2 125.00R     Based  on Affordable Gap Market Income

Estimated rent: Parking R/bay 500.00R     Q1 2021 Rode Report

Less Vacancies @ 12% Q1 2021 Rode Report

Less Operating expenses @ 44% SAPOA Operating Cost Report 2020

Recoveries @ 90% Assumption

All risks yield  (Capitalisation rate) 10.00% SAPOA Cap and Discount Report 2020

Finance

Loan to value (LTV) ratio 60.00% Assumption

Interest rate %/annum 9.00% Assumed Prime +2%

Time

Pre-construction period (yr) 2 Assumption

Building period (yr) 1 Assumption

Total development period (yr) 3
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Financial Viability Assessment Models 

Highest and best use (HBU) Development Model:  

The HBU model applied the development controls for a mixed use 1 (MU1) zone 

to the subject property. The proposed HBU development is a 6-storey building 

with a retail component on the ground floor and 90 residential units on the 

remaining 5-storeys. The residential component accommodates a mix of 1-

bedroom and 2-bedroom apartments.  

 

Inclusionary Housing (IH) Development Models:  

Using the policy and IH development precedent from Chapter 2 as a 

foundation, the approach, mode of provision, requirements and affordability 

targets were determined for all the IH development models (Refer to Table 10). 

It should be noted that despite the simplistic nature of the income bands used 

in the inclusionary housing development models, further complexities exist with 

the segmentation of these income bands as elaborated in the literature 

review. 

Development Model Approach 
Mode of 

Provision 

IH 

Requirement 
Affordability Targets 

Lowest Income  

Mandatory On-site 

20% of total 

residential 

floor space 

R3,500-R5,000 

Middle Income R5,001-R11,000 

Upper Income R11,001-R18,000 

Equal Income Split 33% from each income band 

Table 10: IH Development Model Inputs. (Source: Author, 2021) 

 IH Lowest Income Development Model: 

All the development parameters from the highest and best use case were 

applied to this model, however 20% of the residential portion of the 

development was allocated to affordable housing. The 20% IH requirement 

was exclusively allocated to lower GAP households who earn between R3, 500 

and R5, 500 per month.  
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 IH Middle Income Development Model: 

All the development parameters from the highest and best use case were 

applied to this model and as with the lowest income model, 20% of the 

residential portion of the development was allocated to affordable housing. 

However, for this model the 20% IH requirement was exclusively allocated to 

middle GAP households who earn between R5, 501 and R11, 000 per month.   

 IH Upper Income Development Model: 

All the development parameters from the highest and best use case were 

applied to this model and as with the lowest and middle-income model, 20% 

of the residential portion of the development was allocated to affordable 

housing. However, for this model the 20% IH requirement was exclusively 

allocated to upper GAP households who earn between R11, 001 and R18, 000 

per month.   

 IH Equal Income Split Development Model: 

The 20% IH requirement for this model was divided to accommodate an equal 

split to the following three income bands: R3, 500-R5, 500; R5, 501-R11, 000 and 

R11, 001-R18, 000. Therefore, the GLA allocated to affordable housing was 

evenly distributed across the income bands (i.e. 33% per band). 

Scenario 1: No incentives 

Highest and Best Use (HBU) development model: 

 

Calculating permitted development area: 

The development site is located within Woodstock and zoned general 

residential 2. The highest and best use identified was a mixed use 1 (MU1) 

zoning. The development proposal based on the town planning controls for a 

MU1 zoned development on the site is depicted below: 
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The site has the capacity to accommodate 4709m2 gross building area (GBA) 

of space for residential and retail purposes. The efficiency ratio applied is 85% 

which equates to 4002m2 gross lettable area (GLA). The proposed 

development is a 6-storey building with retail on the ground floor and 90 

residential units on the remaining 5-storeys. The residential component 

accommodates 55 one-bedroom and 35 two-bedroom apartments of 30m2 

and 48m2 in size. Although the proposed development falls within a public 

transport 2 (PT2) zone and therefore has a zero-parking requirement, it was 

proposed that a ratio of 1 bay/ 100m2 of GLA be applied to allow some parking 

for the residential component. This is due to high car ownership within 

Woodstock as indicated in the market analysis. An area of 30m2, inclusive of 

circulation was applied per parking bay which equates to 40 bays supplied.  

 

Calculating total development costs (TDC): 

The purchase price for the land is assumed to be R16, 670,000 as indicated on 

the 2018 City of Cape Town valuation roll. The rates and taxes for the duration 

of the construction is calculated at a monthly rate of R16, 031 and R192, 372 

annually. According to the 2020/2021 AECOM property and construction cost 

guide, the cost of simple apartments is approximately R13,000/m2 and R650/m2 

for ground parking inclusive of integral landscaping. Professional fees are 

estimated at 12% of building and external works. Site preparation costs, 

inclusive of demolition costs for the existing structure, was assumed to be R400, 

Highest and Best Use Development

5 Open Market Housing 30m2 11
48m2 7

4 Open Market Housing 30m2 11
48m2 7

3 Open Market Housing 30m2 11
Zoning MU1 48m2 7
Floor Factor 1.5 2 Open Market Housing 30m2 11
Coverage 75% 48m2 7
Efficiency Factor 85% 1 Open Market Housing 30m2 11
Bulk (GBA): 4 709        48m2 7

Built up area: 784           G Retail
GLA: 4 002        

G Ground Parking
No. of Bays 40             

Total m2 parking: 1 201        

18

18

18

18

90

GLA (m2) Unit Size
No. of 

Units

Total No. 

of Units

18

Site Floor Land Use GBA (m2)

666

3,139m2

666

784

784

784

784

666

666

784

784

666

666

1201

Figure 40: Site Analysis: Highest and Best Use Development. (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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000. The regulatory period is assumed as 24 months and construction period is

assumed to be 12 months. Furthermore, a figure of 3% of these costs is assumed 

for contingencies and all other costs. It is assumed that finance has been 

obtained at a 60% LTV at an interest rate of 9% per annum. According to City 

of Cape Town’s 2021/22 tariffs, fees and charges book the planning 

application submission fees is calculated as approximately R24,470 for a 

rezoning application of this nature, inclusive of advertisements, and 

R177,096.16 for building plan submission fees. In addition, the development 

charges was calculated as R2, 830,563.52 using the City of Cape Town’s 

development charges calculator for a 90 unit development of this nature. The 

calculation of TDC for the HBU development is depicted below. 

 

Calculating gross development value (GDV): 

Comparable rental evidence from Property24 suggests a rent of R225/m2 for 

open market residential and R157/m2 for retail is appropriate within 

Woodstock. According to the Q1 ode report (2021) the monthly parking rental 

achieved is approximately R500/bay per month. Furthermore, the Q1 Rode 

Land:

Land Price 16 670 000,00R      

Other fees (e.g. Transfer fees) 220 000,00R     

Rates and taxes (R/y) 192 372,00R    577 116,00R     

Construction costs and fees:

Site preparation (demolitions, etc) 400 000R     

Building costs (R/m2* GBA) 13 000,00R    61 214 400,00R     

Parking costs (R/m2* Parking area) 650,00R    780 650,00R     

Professional fees (% construction costs and 

external works) 12,00% 7 439 406,00R     

Other fees and costs (inclusive of contingency 

@ % above costs, but not site prep costs) 3,00% 2 083 033,68R     

89 384 605,68R      

Regulatory costs and fees:

Planning submission fees 24 470,00R     

Building submission fees 177 096,16R     

Planning obligations (Development charges) 2 830 563,52R     

3 032 129,68R        

Total costs and fees: 92 416 735,36R        

Interest:

Interest payable on 60% LTV for 1yr construction period 9,00% 4 990 503,71R        

Total interest payable (R): 4 990 503,71R     

Total development costs (TDC): 97 407 239,07R        

Figure 41: Calculation of Total Development Costs. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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report (2021) indicates a vacancy rate of 12, 1% for flats and 7, 3% for retail 

uses is appropriate within the area and therefore a vacancy rate of 12% was 

used within the model. The 2020 SAPOA operating cost report indicates that 

an average of 44% of gross income is allocated to operating costs and 90% of 

these costs were assumed to be recovered. Capitalisation rates from the 2020 

SAPOA cap and discount rate report indicates a rate of 10,6% for residential 

and 9% for retail uses. Thus, a cap rate of 10% was deemed to be attainable 

for the proposed development. It should be noted that despite the subject 

property being located within a UDZ, this tax incentive was omitted from the 

calculation of gross development value for all models.  

 

 

Inclusionary Housing (IH) development models: 

Calculating permitted development area: 

All the development parameters from the highest and best use case are 

applied in this scenario, however 20% of the residential portion of the 

development has been allocated to affordable housing (Refer to Figure 43). It 

should be noted that the affordable housing will be distributed throughout the 

development and the image is for illustrative purposes only. 

Scenario 1: Highest and Best Use 

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 100% 3336

Residential Lettable Area: Affordable (m2) 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R                   

Estimated rent: Open Market Residential R/m2 225,00R                   

Estimated rent: Affordable Residential R/m2 38,00R                      

Estimated rent: Parking R/bay 500,00R                   

Estimated Rent Value (1 month) 875 259,47R            

Estimated Rent Value (1 year) 10 503 113,60R      

Less Vacancies @12% 12% 1 260 373,63R        

Less Operating expenses @44% 44% 4 621 369,98R        

Recoveries @90% 90% 4 159 232,99R        

Net Operating Income 8 780 602,97R        

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 87 806 029,70R        

Figure 42: Calculation of Gross Development Value. (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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Calculating Total Development Costs (TDC): 

The assumptions around the cost remained unchanged for all IH development 

models. Therefore, they were equal to the TDC calculated in the highest and 

best use development model for scenario 1.  

 

Calculating Gross Development Value (GDV): 

 The rental rate for the open market housing and retail component remains the 

same in the IH development model. However, the GDV of each IH 

development model varies due to the various affordability targets applied. The 

various monthly rentals, rental rates, based on affordability of each IH 

development model (Refer to Table 11). 

 

 

 

 

Development Model Income Band 
Monthly 
Rental 

Unit sizes 
Rental Rate 
(R/ m2) 

Lowest Income  R3,500-R5,500 
R1,140 30m2 (1 bedroom) 

R38/m2 
R1,824 48m2 (2 bedroom) 

Middle Income R5,501-R11,000 
R1,950 30m2 (1 bedroom) 

R65/m2 
R3,120 48m2 (2 bedroom) 

Upper Income R11,001-R18,000 
R3,750 30m2 (1 bedroom) 

R125/m2 
R6,000 48m2 (2 bedroom) 

Equal Income Split 33% from each income band 

IH Development: Scenario 1

5 Open Market Housing 30m2 11

48m2 7

4 Open Market Housing 30m2 11

48m2 7

3 Open Market Housing 30m2 11

Zoning MU1 48m2 7

Floor Factor 1,5 2 Open Market Housing 30m2 11

Coverage 75% 48m2 7

Efficiency factor 85% 1 Affordable Housing 30m2 11

Bulk (GBA): 4 709        48m2 7

Built up area: 784           G Retail

GLA: 4 002        

G Ground Parking

No. of Bays: 40             

Total m2 parking: 1 201        

666

FloorSite

18

18

18

18

18

90

Land Use

666

666

666

666

666

No. of 

units
GBA (m2) Unit Size

Total No. 

of units
GLA (m2)

784

784

784

1201

784

784

784

3,139m2

Table 11: Development Model Income Breakdown (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  

Figure 43: Site Analysis IH development Scenario 1 (no incentives). (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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The GDV calculation for the IH development models in scenario 1 is as follows: 

 IH Lowest Income GDV:
 

 

 

 

 

 

 

 

 

 

 IH Middle Income GDV:

 

Scenario 1: IH Middle Income

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 100% 667

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R    

Estimated rent: Open Market Residential R/m2 225,00R    

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R    

Estimated rent: Parking R/bay 500,00R    

Estimated Rent Value (1 month) 768 504,91R     

Estimated Rent Value (1 year) 9 222 058,88R     

Less Vacancies @12% 12% 1 106 647,07R     

Less Operating expenses @44% 44% 4 057 705,91R     

Recoveries @90% 90% 3 651 935,32R     

Net Operating Income 7 709 641,22R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 77 096 412,24R        

Scenario 1: IH Lowest Income

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 100% 667

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R    

Estimated rent: Open Market Residential R/m2 225,00R    

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R    

Estimated rent: Parking R/bay 500,00R    

Estimated Rent Value (1 month) 750 490,07R     

Estimated Rent Value (1 year) 9 005 880,90R     

Less Vacancies @12% 12% 1 080 705,71R     

Less Operating expenses @44% 44% 3 962 587,59R     

Recoveries @90% 90% 3 566 328,83R     

Net Operating Income 7 528 916,43R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 75 289 164,29R        

Figure 44: Scenario 1 IH Lowest Income GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.

Figure 45: Scenario 1 IH Middle Income GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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 IH Upper Income GDV:

 IH Equal Income Split GDV: 

 

IH Scenario 1: Equal Income Split  Bands

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 33% 222

Residential Lettable Area: Affordable Band 2 (m2) 33% 222

Residential Lettable Area: Affordable Band 3 (m2) 33% 222

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R    

Estimated rent: Open Market Residential R/m2 225,00R    

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R    

Estimated rent: Parking R/bay 500,00R    

Estimated Rent Value (1 month) 775 844,28R     

Estimated Rent Value (1 year) 9 310 131,39R     

Less Vacancies @12% 12% 1 117 215,77R     

Less Operating expenses @44% 44% 4 096 457,81R     

Recoveries @90% 90% 3 686 812,03R     

Net Operating Income 7 783 269,84R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 77 832 698,44R        

Scenario 1: IH Upper Income

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 100% 667

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R    

Estimated rent: Open Market Residential R/m2 225,00R    

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R    

Estimated rent: Parking R/bay 500,00R    

Estimated Rent Value (1 month) 808 537,87R     

Estimated Rent Value (1 year) 9 702 454,40R     

Less Vacancies @12% 12% 1 164 294,53R     

Less Operating expenses @44% 44% 4 269 079,94R     

Recoveries @90% 90% 3 842 171,94R     

Net Operating Income 8 111 251,88R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 81 112 518,78R        

Figure 46: Scenario 1 IH Upper Income GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.

Figure 47: Scenario 1 IH Equal Income Split GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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Calculating Yield on Cost: 

The first scenario used the residual valuation method to calculate the yield on 

cost for the highest and best use development model and each of the IH 

development models without incentives. The net operating income, total 

development costs and yield on cost for each model in scenario 1 is presented 

and summarised in Table 12 below. 

SCENARIO 1: WITHOUT INCENTIVES 

Development Model 
Y1 Net Operating 

Income (NOI) 
Total development costs 

(TDC) 
Yield on Cost 

(NOI/TDC) 

HBU  R   8,780,602.97  R    97,407,239.07 9.01% 

IH Lowest Income  R   7,528,916.43  R    97,407,239.07 7.73% 

IH Middle Income  R   7,709,641.22  R    97,407,239.07 7.91% 

IH Upper Income  R   8,111,251.88  R    97,407,239.07 8.33% 

IH Equal Income Split  R   7,783,269.84  R    97,407,239.07 7.99% 

Scenario 2: Density Bonus 

Highest and Best Use (HBU) development model: 

No incentives were applied to the HBU development model for scenario 2. 

Therefore, the permitted development area, total development costs, gross 

development value and yield on cost for the HBU development remains the 

same as in scenario 1. 

Inclusionary Housing (IH) development models: 

Calculating permitted development area: 

All the development parameters from the IH development model in scenario 

1 are applied in this scenario, however a density bonus was incorporated into 

the development thus increasing the developable area. The density bonus 

used was 784m2 GBA and 666 m2 GLA respectively, as this was equivalent to 

the initial IH requirement from scenario 1 (refer to figure 48). It should be noted 

Table 12: Scenario 1 Yield on Cost. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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that the affordable housing will be distributed throughout the development 

and the image is for illustrative purposes only. 

 

 

 

Calculating total development costs (TDC): 

The TDC for IH development models were the same in this scenario. 

Furthermore, the inclusion of density bonus increased the TDC for the IH 

development models due to an increased developable area (Refer to Figure 

49).  

 

 

Land:

Land Price 16 670 000,00R      

Other fees (e.g. Transfer fees) 220 000,00R           

Rates and taxes (R/y) 192 372,00R        577 116,00R           

Construction costs and fees:

Site preparation (demolitions, etc) 400 000R                 

Building costs (R/m2*GBA) 13 000,00R          71 406 400,00R      

Parking costs  (R/m2* Parking Area) 650,00R                780 650,00R           

Professional fees (% construction costs and external works) 12,00% 8 662 446,00R        

Other fees and costs (inclusive of contingency @ % above costs, 

but not site prep costs) 3,00% 2 425 484,88R        

Regulatory costs and fees:

Planning submission fees 24 470,00R              

Building submission fees 177 096,16R           

Planning obligations (Development charges) 3 284 928,26R        

Total costs and fees: 104 628 591,30R      

Interest:

Interest payable on 60% LTV for 1yr construction period 9,00% 5 649 943,93R        

Total interest payable (R): 5 649 943,93R           

Total development costs: 110 278 535,23R      

IH Development: Scenario 2

6 30m2 11

48m2 7

5 Open Market Housing 30m2 11

48m2 7

Zoning MU1 4 Open Market Housing 30m2 11

Floor Factor 1,5 48m2 7

Coverage 75% 3 Open Market Housing 30m2 11

Efficiency factor 85% 48m2 7

Bulk (GBA): 4 709        2 Open Market Housing 30m2 11

Built up area: 784           48m2 7

GLA: 4 002        1 Affordable Housing 30m2 11

Additional Bulk: 784           48m2 7

No. of Bays: 40             G
Total m2 parking: 1 201        

G Ground Parking

Land UseFloorSite

18

784 666 18

784 666 18

784 666 18

Density Bonus: Open 

Market Housing &

Affordable Housing

Retail

1201

Total No. 

of units

No. of 

units
Unit SizeGLA (m2)GBA (m2)

18

784 666 18

784 666 108

784 666

3,139m2
784 666

Figure 48: Site Analysis IH development Scenario 2 (with density bonus). (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  

Figure 49: Scenario 2 Total Development Cost. (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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Calculating gross development value (GDV): 

The GDV calculation for the IH development models in scenario 2 is as follows: 

 IH Lowest Income GDV: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 IH Middle Income GDV: 

Scenario 2: IH Lowest Income Band

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 100% 800

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R                   

Estimated rent: Open Market Residential R/m2 225,00R                   

Estimated rent: Affordable Band 1 R/m2 38,00R                      

Estimated rent: Affordable Residential Band 2 R/m2 65,00R                      

Estimated rent: Affordable Residential Band 3 R/m2 125,00R                   

Estimated rent: Parking R/bay 500,00R                   

Estimated Rent Value (1 month) 875 506,71R            

Estimated Rent Value (1 year) 10 506 080,58R      

Less Vacancies @12% 12% 1 260 729,67R        

Less Operating expenses @44% 44% 4 622 675,45R        

Recoveries @90% 90% 4 160 407,91R        

Net Operating Income 8 783 083,36R        

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 87 830 833,62R        

Scenario 2: IH Middle Income Band

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 100% 800

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R                   

Estimated rent: Open Market Residential R/m2 225,00R                   

Estimated rent: Affordable Band 1 R/m2 38,00R                      

Estimated rent: Affordable Residential Band 2 R/m2 65,00R                      

Estimated rent: Affordable Residential Band 3 R/m2 125,00R                   

Estimated rent: Parking R/bay 500,00R                   

Estimated Rent Value (1 month) 897 120,11R            

Estimated Rent Value (1 year) 10 765 441,28R      

Less Vacancies @12% 12% 1 291 852,95R        

Less Operating expenses @44% 44% 4 736 794,16R        

Recoveries @90% 90% 4 263 114,75R        

Net Operating Income 8 999 908,91R        

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 89 999 089,10R        

Figure 50: Scenario 2 IH Lowest Income Band GDV. (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  

Figure 51: Scenario 2 IH Middle Income Band GDV. (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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 IH Upper Income GDV:

 

 Equal Income Split GDV:

 

Scenario 2: IH Upper Income Band

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 100% 800

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R    

Estimated rent: Open Market Residential R/m2 225,00R    

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R    

Estimated rent: Parking R/bay 500,00R    

Estimated Rent Value (1 month) 945 149,87R     

Estimated Rent Value (1 year) 11 341 798,40R     

Less Vacancies @12% 12% 1 361 015,81R     

Less Operating expenses @44% 44% 4 990 391,30R     

Recoveries @90% 90% 4 491 352,17R     

Net Operating Income 9 481 743,46R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 94 817 434,62R        

Scenario 2: IH Equal Income Split

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 33% 267

Residential Lettable Area: Affordable Band 2 (m2) 33% 267

Residential Lettable Area: Affordable Band 3 (m2) 33% 267

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R     

Estimated rent: Open Market Residential R/m2 225,00R     

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R     

Estimated rent: Parking R/bay 500,00R     

Estimated Rent Value (1 month) 905 925,56R     

Estimated Rent Value (1 year) 10 871 106,75R     

Less Vacancies @12% 12% 1 304 532,81R     

Less Operating expenses @44% 44% 4 783 286,97R     

Recoveries @90% 90% 4 304 958,27R     

Net Operating Income 9 088 245,24R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 90 882 452,45R     

Figure 52: Scenario 2 IH Upper Income Band GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.

Figure 53: Scenario 2 IH Equal Income Split GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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Calculating Yield on Cost: 

The second scenario used the residual valuation method to calculate the yield 

on cost for each of the IH development models with a density bonus as an 

incentive and compared it to the yield on cost for the highest and best use 

development. The net operating income, total development costs and yield 

on cost for each model in scenario 2 is presented in the Table 13 below. 

SCENARIO 2: DENSITY BONUS 

Development Model 
Y1 Net Operating 

Income (NOI)  
Total development costs 

(TDC) 
Yield on Cost 

(NOI/TDC) 

HBU  R           8,780,602.97   R         97,407,239.07  9.01% 

IH Lowest Income  R           8,783,083.36   R      110,278,535.23  7.96% 

IH Middle Income  R           8,999,908.91   R      110,278,535.23  8.16% 

IH Upper Income  R           9,481,743.46   R      110,278,535.23  8.60% 

IH Equal Income Split  R           9,088,245.24   R      110,278,535.23  8.24% 

 

 

Scenario 3: Reduced Land Price 

Highest and Best Use (HBU) development model: 

No incentives were applied to the HBU development model for scenario 3. 

Therefore, the permitted development area, total development costs, gross 

development value and yield on cost for the HBU development remains the 

same as in scenario 1. 

 

Inclusionary Housing (IH) development models: 

Calculating permitted development area: 

All the development parameters from the IH development in scenario 1 are 

applied in this scenario. Therefore, the permitted development area for 

scenario 2 was the same as scenario 1 (Refer to Figure 54).  

Table 13: Scenario 2 (with density bonus) Yield on Cost. (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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Calculating total development costs (TDC): 

The TDC for all IH development models were the same in this scenario. 

Furthermore, the inclusion of a reduction in land price incentive decreased the 

overall TDC for all the IH development models. The land price was reduced by 

50%.  This could be assumed as the land is owned by the City of Cape Town 

and thus could be offered as an incentive to private developers who develop 

IH. Figure 55 below illustrates how TDC was calculated.  

 

 

Land:

Land Price (Reduced  by 50%) 8 335 000,00R            

Other fees (e.g. Transfer fees) 220 000,00R                

Rates and taxes (R/y) 192 372,00R        577 116,00R                

Construction costs and fees:

Site preparation (demolitions, etc) 400 000R                      

Building costs (R/m2*GBA) 13 000,00R          61 214 400,00R          

Parking costs  (R/m2* Parking Area) 650,00R                780 650,00R                

Professional fees (% construction costs and external works) 12,00% 7 439 406,00R            

Other fees and costs (inclusive of contingency @ % above 

costs, but not site prep costs) 3,00% 2 083 033,68R            

81 049 605,68R                 

Regulatory costs and fees:

Planning submission fees 24 470,00R                  

Building submission fees 177 096,16R                

Planning obligations (Development charges) 2 830 563,52R            

3 032 129,68R                   

Total costs and fees: 84 081 735,36R                     

Interest:

Interest payable on 60% LTV for 1yr construction period 9,00% 4 540 413,71R                   

Total interest payable (R): 4 540 413,71R                        

Total development costs: 88 622 149,07R                     

IH Development: Scenario 1

5 Open Market Housing 30m2 11

48m2 7

4 Open Market Housing 30m2 11

48m2 7

3 Open Market Housing 30m2 11

Zoning MU1 48m2 7

Floor Factor 1,5 2 Open Market Housing 30m2 11

Coverage 75% 48m2 7

Efficiency factor 85% 1 Affordable Housing 30m2 11

Bulk (GBA): 4 709        48m2 7

Built up area: 784           G Retail

GLA: 4 002        

G Ground Parking

No. of Bays: 40             

Total m2 parking: 1 201        

666

FloorSite

18

18

18

18

18

90

Land Use

666

666

666

666

666

No. of 

units
GBA (m2) Unit Size

Total No. 

of units
GLA (m2)

784

784

784

1201

784

784

784

3,139m2

Figure 54: Site Analysis IH development Scenario 1 (with no incentives). (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  

Figure 55: Scenario 3 Total Development Cost (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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Calculating gross development value (GDV): 

The gross development value for each IH development model in scenario 3 is 

equivalent to scenario 1 as there was no increase in permitted development 

area. The calculation of GDV for all the IH development models in scenario 3 

is as follows (Refer to Figure 56): 

 Lowest Income GDV 

 

 Middle Income GDV 

Scenario 3: IH Lowest Income Bands

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 100% 667

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R                        

Estimated rent: Open Market Residential R/m2 225,00R                        

Estimated rent: Affordable Band 1 R/m2 38,00R                          

Estimated rent: Affordable Residential Band 2 R/m2 65,00R                          

Estimated rent: Affordable Residential Band 3 R/m2 125,00R                        

Estimated rent: Parking R/bay 500,00R                        

Estimated Rent Value (1 month) 750 490,07R                      

Estimated Rent Value (1 year) 9 005 880,90R                   

Less Vacancies @12% 12% 1 080 705,71R                   

Less Operating expenses @44% 44% 3 962 587,59R                   

Recoveries @90% 90% 3 566 328,83R                   

Net Operating Income 7 528 916,43R                   

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 75 289 164,29R                     

Scenario 3: IH Middle Income Bands

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 100% 667

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R                        

Estimated rent: Open Market Residential R/m2 225,00R                        

Estimated rent: Affordable Band 1 R/m2 38,00R                          

Estimated rent: Affordable Residential Band 2 R/m2 65,00R                          

Estimated rent: Affordable Residential Band 3 R/m2 125,00R                        

Estimated rent: Parking R/bay 500,00R                        

Estimated Rent Value (1 month) 768 504,91R                      

Estimated Rent Value (1 year) 9 222 058,88R                   

Less Vacancies @12% 12% 1 106 647,07R                   

Less Operating expenses @44% 44% 4 057 705,91R                   

Recoveries @90% 90% 3 651 935,32R                   

Net Operating Income 7 709 641,22R                   

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 77 096 412,24R                     

Figure 56: Scenario 3 Lowest Income GDV (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  

Figure 57: Scenario 3 Middle Income GDV (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  



141 

 IH Upper Income GDV

 

 Equal Income Split GDV

Scenario 3: IH Upper Income Band

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 100% 667

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R     

Estimated rent: Open Market Residential R/m2 225,00R     

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R     

Estimated rent: Parking R/bay 500,00R     

Estimated Rent Value (1 month) 808 537,87R     

Estimated Rent Value (1 year) 9 702 454,40R     

Less Vacancies @12% 12% 1 164 294,53R     

Less Operating expenses @44% 44% 4 269 079,94R     

Recoveries @90% 90% 3 842 171,94R     

Net Operating Income 8 111 251,88R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 81 112 518,78R     

Scenario 3: IH Equal Split Income Bands

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Lettable Area (GLA) (m2) 85% 4002

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 2669

Residential Lettable Area: Affordable (m2) 20% 667

Residential Lettable Area: Affordable Band 1 (m2) 33% 222

Residential Lettable Area: Affordable Band 2 (m2) 33% 222

Residential Lettable Area: Affordable Band 3 (m2) 33% 222

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R     

Estimated rent: Open Market Residential R/m2 225,00R     

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R     

Estimated rent: Parking R/bay 500,00R     

Estimated Rent Value (1 month) 775 844,28R     

Estimated Rent Value (1 year) 9 310 131,39R     

Less Vacancies @12% 12% 1 117 215,77R     

Less Operating expenses @44% 44% 4 096 457,81R     

Recoveries @90% 90% 3 686 812,03R     

Net Operating Income 7 783 269,84R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 77 832 698,44R     

Figure 58: Scenario 3 Upper Income GDV (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.

Figure 59: Scenario 3 Equal Split Income GDV (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.



142 

Calculating Yield on Cost: 

The third scenario used the residual valuation method to calculate the yield on 

cost for each of the IH development models with a reduced land price as an 

incentive and compared it to the yield on cost for the highest and best use 

development. The net operating income, total development costs and yield 

on cost for each model in scenario 3 is presented in Table 14 below. 

 

Scenario 4: Both incentives 

Highest and Best Use (HBU) development model: 

No incentives were applied to the HBU development model for scenario 4. 

Therefore, the permitted development area, total development costs, gross 

development value and yield on cost for the HBU development remains the 

same as in scenario 1. 

Inclusionary Housing (IH) development models: 

Calculating permitted development area: 

All the development parameters from the IH development in scenario 2 are 

applied in this scenario. Therefore, the permitted development area for 

scenario 4 was the same as scenario 2 (Refer to Figure 60).  

SCENARIO 3: REDUCED LAND PRICE 

Development Model 
Y1 Net Operating 

Income (NOI) 
Total development costs 

(TDC) 
Yield on Cost 

(NOI/TDC) 

HBU  R   8,780,602.97  R    97,407,239.07 9.01% 

IH Lowest Income  R   7,528,916.43  R    88,622,149.07 8.50% 

IH Middle Income  R   7,709,641.22  R    88,622,149.07 8.70% 

IH Upper Income  R   8,111,251.88  R    88,622,149.07 9.15% 

IH Equal Income Split  R   7,783,269.84  R    88,622,149.07 8.78% 

Table 14: Scenario 3 (with reduced land price) Yield on Cost. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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Calculating total development costs (TDC): 

The TDC for all IH development models were the same in this scenario. The 

inclusion of a reduction in land price incentive decreased the overall TDC for 

all the IH development models. However, the inclusion of the density bonus 

increased the TDC for all the IH development models due to the increased 

developable area. Figure 61 below illustrates how TDC was calculated for 

scenario 4.  

 

 

 

IH Development: Scenario 2

6 30m2 11

48m2 7

5 Open Market Housing 30m2 11

48m2 7

Zoning MU1 4 Open Market Housing 30m2 11

Floor Factor 1,5 48m2 7

Coverage 75% 3 Open Market Housing 30m2 11

Efficiency factor 85% 48m2 7

Bulk (GBA): 4 709        2 Open Market Housing 30m2 11

Built up area: 784           48m2 7

GLA: 4 002        1 Affordable Housing 30m2 11

Additional Bulk: 784           48m2 7

No. of Bays: 40             G
Total m2 parking: 1 201        

G Ground Parking

Land UseFloorSite

18

784 666 18

784 666 18

784 666 18

Density Bonus: Open 

Market Housing &

Affordable Housing

Retail

1201

Total No. 

of units

No. of 

units
Unit SizeGLA (m2)GBA (m2)

18

784 666 18

784 666 108

784 666

3,139m2
784 666

Land:

Land Price (Reduced  by 50%) 8 335 000,00R            

Other fees (e.g. Transfer fees) 220 000,00R                

Rates and taxes (R/y) 192 372,00R        577 116,00R                

Construction costs and fees:

Site preparation (demolitions, etc) 400 000R                      

Building costs (R/m2*GBA) 13 000,00R          71 406 400,00R          

Parking costs  (R/m2* Parking Area) 650,00R                780 650,00R                

Professional fees (% construction costs and external works) 12,00% 8 662 446,00R            

Other fees and costs (inclusive of contingency @ % above 

costs, but not site prep costs) 3,00% 2 425 484,88R            

92 807 096,88R                 

Regulatory costs and fees:

Planning submission fees 24 470,00R                  

Building submission fees 177 096,16R                

Planning obligations (Development charges) 3 284 928,26R            

3 486 494,42R                   

Total costs and fees: 96 293 591,30R                     

Interest:

Interest payable on 60% LTV for 1yr construction period 9,00% 5 199 853,93R                   

Total interest payable (R): 5 199 853,93R                        

Total development costs: 101 493 445,23R                   

Figure 60: Site Analysis IH development Scenario 2 (with density bonus). (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  

Figure 61: Scenario 4 Total Development Cost (Source: Author, 2021) 

 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.  
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Calculating gross development value (GDV): 

The gross development value for each IH development model in scenario 4 is 

equivalent to scenario 2 due to the density bonus which increased the 

permitted development area. The calculation of GDV for all the IH 

development models in scenario 4 is as follows: 

 Lowest Income GDV

 

 Middle Income GDV

 

 

Scenario 4:IH Lowest Income Band

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 100% 800

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R     

Estimated rent: Open Market Residential R/m2 225,00R     

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R     

Estimated rent: Parking R/bay 500,00R     

Estimated Rent Value (1 month) 875 506,71R     

Estimated Rent Value (1 year) 10 506 080,58R     

Less Vacancies @12% 12% 1 260 729,67R     

Less Operating expenses @44% 44% 4 622 675,45R     

Recoveries @90% 90% 4 160 407,91R     

Net Operating Income 8 783 083,36R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 87 830 833,62R     

Scenario 4: IH Middle Income Band

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 100% 800

Residential Lettable Area: Affordable Band 3 (m2) 0% 0

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R     

Estimated rent: Open Market Residential R/m2 225,00R     

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3 R/m2 125,00R     

Estimated rent: Parking R/bay 500,00R     

Estimated Rent Value (1 month) 897 120,11R     

Estimated Rent Value (1 year) 10 765 441,28R     

Less Vacancies @12% 12% 1 291 852,95R     

Less Operating expenses @44% 44% 4 736 794,16R     

Recoveries @90% 90% 4 263 114,75R     

Net Operating Income 8 999 908,91R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 89 999 089,10R     

Figure 62: Scenario 4 Lowest Income GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.

Figure 63: Scenario 4 Middle Income GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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 IH Upper Income GDV

 

 Equal Income Split GDV

 

Scenario 4: IH Equal Split Income Bands

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 33% 267

Residential Lettable Area: Affordable Band 2 (m2) 33% 267

Residential Lettable Area: Affordable Band 3 (m2) 33% 267

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R     

Estimated rent: Open Market Residential R/m2 225,00R     

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3R/m2 125,00R     

Estimated rent: Parking R/bay 500,00R     

Estimated Rent Value (1 month) 905 925,56R     

Estimated Rent Value (1 year) 10 871 106,75R     

Less Vacancies @12% 12% 1 304 532,81R     

Less Operating expenses @44% 44% 4 783 286,97R     

Recoveries @90% 90% 4 304 958,27R     

Net Operating Income 9 088 245,24R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 90 882 452,45R     

Scenario 4: IH Upper Income Band

Development value:

Gross Building Area (GBA) (m2) 4708,80

Gross Building Area + Density Bonus (GBA) (m2) 5492,80

Gross Lettable Area (GLA) (m2) 85% 4669

Retail Lettable Area (m2) 666

Residential Lettable Area: Open Market (m2) 80% 3202

Residential Lettable Area: Affordable (m2) 20% 800

Residential Lettable Area: Affordable Band 1 (m2) 0% 0

Residential Lettable Area: Affordable Band 2 (m2) 0% 0

Residential Lettable Area: Affordable Band 3 (m2) 100% 800

Parking Area  (m2) 1201

No. of parking bays (30m2/ bay) 30 40

Estimated rent: Retail R/m2 157,00R     

Estimated rent: Open Market Residential R/m2 225,00R     

Estimated rent: Affordable Band 1 R/m2 38,00R     

Estimated rent: Affordable Residential Band 2 R/m2 65,00R     

Estimated rent: Affordable Residential Band 3R/m2 125,00R     

Estimated rent: Parking R/bay 500,00R     

Estimated Rent Value (1 month) 945 149,87R     

Estimated Rent Value (1 year) 11 341 798,40R     

Less Vacancies @12% 12% 1 361 015,81R     

Less Operating expenses @44% 44% 4 990 391,30R     

Recoveries @90% 90% 4 491 352,17R     

Net Operating Income 9 481 743,46R     

Capitalised into perpetuity @ 10,00% 10,0000

Gross development value (GDV) 94 817 434,62R     

Figure 64: Scenario 4 Upper Income GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.

Figure 65: Scenario 4 Equal Income Split GDV. (Source: Author, 2021) 

Figure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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Calculating Yield on Cost: 

The forth scenario used the residual valuation method to model the yield on 

cost for each of the IH development models with both incentives (i.e density 

bonus and reduced land price) and compared it to the yield on cost for the 

highest and best use development. The net operating income, total 

development costs and yield on cost for each model in scenario 4 is presented 

in Table 15 below. 

SCENARIO 4: BOTH INCENTIVES 

Development Model 
Y1 Net Operating 

Income (NOI) 
Total development costs 

(TDC) 
Yield on Cost 

(NOI/TDC) 

HBU  R   8,780,602.97  R    97,407,239.07 9.01% 

IH Lowest Income  R   8,783,083.36  R   101,493,445.23 8.65% 

IH Middle Income  R   8,999,908.91  R   101,493,445.23 8.87% 

IH Upper Income  R   9,481,743.46  R   101,493,445.23 9.34% 

IH Equal Income Split  R   9,088,245.24  R   101,493,445.23 8.95% 

 Table 15: Scenario 4 (with density bonus and reduced land price) Yield on Cost. (Source: Author, 2021) 

dFigure xx. Operating cost category trend; Rand per sqm. Source: SAPOA Operating cost report, 2020.
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The interviewee sample is listed below, supplemented by their experience and 

background.  

Interviewee 1: 

Interviewee 1 is a town planning consultant at a private town planning and 

urban design firm Cape Town, South Africa. Interviewee 1 has 4 years statutory 

town planning, spatial planning policy and research experience and has 

gained an in-depth knowledge of the planning and property development 

process. 

Interviewee 2: 

Interviewee 2 is a director of a private town planning firm with 10 years statutory 

town planning experience in the property development industry in Cape Town, 

South Africa. Interviewee 2 has gained insightful knowledge relating to 

development rights acquisition for mixed-use and residential property 

developments and understands the development management process. 

Interviewee 3: 

Interviewee 3 is a director of a provincial planning department with over 15 

years of public sector town planning experience specializing in policy, strategy 

and urban governance. Interviewee 3 has gained significant spatial planning 

policy experience and understands the functioning of the public sector in 

Cape Town, South Africa. 

Interviewee 4: 

Interviewee 4 is a town planner and researcher with over 20 years diverse 

experience in urban planning and development as well as research. 

Interviewee 4 worked at the City of Cape Town as a town planner, land 

economist in the banking sector and a resracher at an academic institution. 
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Interviewee 5: 

Interviewee 5 is a public sector town planner and district manager for the 

development management department in Cape Town, South Africa. 

Interviewee 5 has over 15 years planning and building development 

management. This interviewee manages the performance and compliance of 

the district office with the requirements of land use management and building 

development management regulations. 

Interviewee 6: 

Interviewee 6 is a development director at a mixed-use multi-unit property 

development company in Cape Town, South Africa. Interviewee 6 has 20 years 

contract management, project management and development 

management experience involved with all facets of multiple developments 

across varying property sectors. Interviewee 6 has been involved in the full 

development lifecycle, from land acquisition, financial feasibilities, town 

planning applications, managing the construction process, conveyancing 

process and ultimate handing over to the end user.  

Interviewee 7: 

Interviewee 7 is a Director of a private town planning firm in Cape Town, South 

Africa. Interviewee 7 has over 30 years extensive private sector planning and 

development experience ranging from master planning to development rights 

acquisition. This interviewee also serves on the Municipal Planning Tribunal 

(MPT) for the City of Cape Town. 

Interviewee 8: 

Interviewee 8 is a managing director of an affordable housing company in 

Cape Town, South Africa. The Interviewee has significant project management 

and development finance experience in the development and banking 

sector.  
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Interviewee 9: 

Interviewee 9 is a development manager of a property development 

company in Cape Town, South Africa. Interviewee 9 has over 10 year’s 

property development management experience and has delivered numerous 

residential developments focus to serve higher income earners in Cape Town. 

Interviewee 10: 

Interviewee 10 is the lead researcher within a well-established NGO in Cape 

Town, South Africa. They are regarded as a leader in the urban development 

sector and work closely with civic organisations, government and numerous 

stakeholders to address urban problems.  

Interviewee 11: 

Interviewee 11 is the Managing Director of a property development company 

in Cape Town, South Africa.  Interviewee 11 has significant property 

development and investment experience in mixed use developments ranging 

from retail, commercial, industrial and residential land uses. 

Interviewee 12: 

Interviewee 12 is a city planner and researcher for a well-established housing 

activist group in Cape Town, South Africa.  Interviewee 12 has 5 years’ 

experience in the built environment on multiple campaigns around spatial 

equity and justice with an aim to unlock well-located affordable housing in the 

inner-city areas of Cape Town. 

Interviewee 13: 

Interviewee 13 is a lawyer at an established housing activist group based in 

Cape Town, South Africa. The social group has achieved significant milestones 

that have caught public attention with the focus on urban land justice and 

right to the city. 



162 

Topic/ Key 

Theme 

Questions 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential 

property market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary 

or targeted), instrument for implementation (as a condition of approval or 

using overlay zones), threshold triggers and size of IH contribution.  

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within 

the ‘Gap’ market should be targeted for IH developments in Cape Town and 

why?  

Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Incentives JK: What planning, financial and infrastructure incentives could overcome 

private sector development challenges and increase involvement in 

developing IH in Cape Town? Do you think these could help? 
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MSc Property Studies Dissertation Interview 

DATE: 9 August 2021 

TIME: 19:00 - 20:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 1 Town Planner 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 1: A major challenge is how it’s dealt with in the planning process. And 

often applications take longer that they need to. Another issue in CPT is the amount of 

NIMBY’ism which is experienced when new developments are going through the 

process, this is particularly true for social housing. Community resistance is an issue with 

any development in Cape Town. Some housing activists who are presently objecting 

to developments significantly increase the time for applications to be processed for 

residential developments in Cape Town. It’s definitely a major challenge which pushes 

up costs and timelines. Also, government is largely under resourced and development 

charges are quite high and presents a barrier to entry for developers 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 1: It would definitely deter developers from investing into Cape Town. 

Given all the pre-existing challenges they also have to deal with such as the large DC’s, 

infrastructure costs and so on. Adding affordable housing will reduce the profits for a 

developer and subsequently affect the viability of developing such developments. 

Thus, bringing in IH becomes an additional cost to the developer. Specifically, for 

developers who are looking to maximise profits. 

Interviewee 1: In addition, land supply could decrease as a result of this and what’s 

ironic of all of this is that this could decrease the purpose for which inclusionary housing 

was created I the first place if land supply reduces as a result of this. It could deter 

people from wanting to invest into inclusionary housing and even into housing in 

general because why should someone invest if 20% of the value is essentially controlled. 

This disinvestment could result in a higher shortage of housing. This could maybe be an 

optional requirement, but to avoid these issues I think it needs to be optional, it can’t 

be mandatory.  
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Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 1: The system for getting cases through the city needs to change. Big 

projects should be prioritised over small projects within government or there should be 

a specific group of people who make decisions on how projects get prioritised So, the 

system for performance management would need to be re-looked at. There is room to 

have a look at what is required in an application. This could fast track the application 

from the consultant’s side. In addition, given the amount of work city planning officials 

have, we definitely need more resources. 

Interviewee 1: Maybe we need a separate group of people who make the decision 

for which developments should take priority or to remove the element of human bias, 

perhaps a model should be used to decide which developments are more important. 

Interviewee 1: The two major issues in Cape Town when deciding what’s most 

important should consider the economic and social factors. We need a separate 

independent body, similar to the tribunal to make these decisions. This may open us up 

to corruption, but it would be better than the status quo. Maybe other countries could 

get involved too to reduce the risk of corruption and they can make these decisions in 

terms of, as I was saying before, specifically economic and social issues as the prime 

factors in deciding which developments should be fast tracked and supported. 

Interviewee 1: Relationships between government and developers should be 

strengthened to help with these issues as well. 
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MSc Property Studies Dissertation Interview 

DATE: 10 August 2021 

TIME: 08:45 - 09:45 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Tittle and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 2 Managing Director: Planning Company 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 2: The issues with development and specifically inclusionary housing 

development will be NIMBY given Cape Town’s fickle market and NIMBY is a big thing 

for any sort of development in Cape Town. The not in my backyard (NIMBY) syndrome 

is very prevalent in Cape Town. Even with double dwellings or departures, they think 

you’re a big-time developer and that you’re trying to capitalise on the market. The 

neighbours will throw their toys out of the cot given NIMBY in our areas, especially for 

inclusionary housing developments. I think people in an area would want to sell out 

and accept a lower rate. The inclusionary housing precedent would bring the housing 

prices down. If I look at the market rates in my area, I noticed that some of the house 

prices have been dropping due to the changing dynamics in my area. They might sell 

below market due to these changes. 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary, or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 2: Inclusionary housing could potentially affect surrounding property 

values based on perceptions, but this is not factual as it should be tested. The market 

would have to adjust, land prices would reduce etc, but in the short run, the market 

will react. Also, why would one want to provide inclusionary housing in the city centre? 

The inner-city is more of a white-collar job market and not manufacturing etc. The 

location might not be right for the target market or end user in affordable households. 

The fact that the work opportunities for the end user might not be in the city centre is 

a problem. The policy needs to look at location specific considerations. Regardless of 

the area, development still costs the same, but the subsidies should be provided. Why 

would a developer want to play in this space? What incentives could be provided to 

offset their risk? But, I don’t think it would stop development, but developers would 

definitely think twice.  

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

Interviewee 2: That’s definitely a difficult question. I feel like most people would fit into 

the lower income band, it’s definitely a market. I feel like the middle- and upper-

income bands is able to be absorbed into the market faster than the lower end of the 

gap market. This market might be a smaller market than the lower income market too. 

So, in terms of economies of scale, I think the lower income market should be the target 

market as the market below that are getting fully subsidised houses. 
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Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Interviewee 2: I think ultimately the location will determine the value you can obtain, 

and which income bands can be accommodated in the development. It definitely 

varies with the location. So, the location is important when determining which target 

markets can be accommodated.  Certain locations might not be suitable for the end 

user due to the fact that their work opportunities might not be located in the city centre 

Interviewee 2: Going back to the income band situation. If we look at an area like 

Constantia which has limited access in terms of transport and a lack of affordable 

housing for people, such as the domestic workers, who work in those areas. So, if we 

look at the property prices there, it’s some of the highest in the city and if we put the 

lowest income band in those areas we need to understand if those people work there. 

If people work in the area, they should be able to live in the area or close by at least. I 

think regardless of the price difference it should still be implemented in these high value 

areas. 

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 2: I definitely think they could help, like the SHRA subsidy could maybe 

assist. But, what I feel is that there’s an issue with how government generates revenue 

through their planning and development department.  Because they are using a 

blanket figure for the submission fee of departures, rezoning’s, and different type of 

applications. The problem with that is let’s say you’re in the Southern suburbs and you 

submit a departure application, it then gets assigned to a planning official which costs 

the government R30k a month and he or she maybe spends two days on your 

application. This equates to roughly R2,5k for processing your application. Then it must 

still be signed off by the manager which maybe spends 2 hours on it which adds to the 

cost to process it. Essentially the fees paid from the applicant for government to review 

the application is depleted at this point. At the end of the day, it costs the city more to 

review that application than they generated from the application itself. The fees for 

applications in different areas are the same regardless of the rates and taxes 

generated from those areas and their income. This indicates that the fairness in the 

development process is not equal from that perspective and I feel the development 

charges and submission fees should be related to where developments are located. It 

doesn’t make sense for developments in Elsies to be paying the same development 

charges and fees as developments in Constantia. 

Interviewee 2: So, just to answer the question, I do feel that incentives will increase 

involvement in developing inclusionary housing. Especially the SHRA subsidy and the 

government can provide infrastructure.  
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MSc Property Studies Dissertation Interview 

DATE: 10 August 2021 

TIME: 15:00- 16:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 3 Director: Spatial Planning 

Topic/ Key 

Theme 

Questions and Answers 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 3: It’s all speculative right now, but it could either not affect it in the sense 

that it would not make a difference. Or it could affect it in a positive way where the city 

decides to reduce red tape if developers choose to develop in certain areas. This could 

incentivise development. It all depends on whether developers want to avoid it they’ll 

develop less or if landowners feel they’re absorbing too much of the cost they might 

choose not to sell. However, all of this is speculative as I’ve said. 

As part of implementing the policy we would need to put in a monitoring mechanism to 

track the effect on the market and hopefully it doesn’t affect the market negatively by 

dis-incentivising the sale of land or reducing developers’ appetite. It might have a 

negative impact in the beginning when people are not sure about the impact and that 

could change over time when other developers pioneer the successful approaches. 

Also, it wouldn’t be negative because reduced land prices will be good in Cape Town 

as it could increase development activity for smaller scale developers and potentially 

increase supply.  

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the ‘Gap’ 

market should be targeted for IH developments in Cape Town and why?  

Interviewee 3: I don’t think we should not be too prescriptive, and I have the hope that 

we can build affordability over time. Being too pro-poor could backfire. We should look 

at the housing market as a ladder and if there’s more stock for the upper income there 

should be more for the lower income which could help with the existing backlog. 

Essentially, we just need to get started and even if it benefits the upper income, at least 

that’s our teachers, nurses and such people. They need to live closer to work.  

Interviewee 3: The events in KZN show us that ignoring the situation in our settlements is 

going to backfire on everyone and this affect the private sector the most. So thus, the 

issue of housing is everyone’s problem to solve, because everyone carries the burden 

when it backfires. There’s a long-term risk for private developers when ignoring 

affordability. 

Interviewee 3: Inclusionary housing units should not compromise the feasibility of 

developments, but it might compromise the extent of profits some developers will get or 

want. And I don’t think that’s a bad thing, developers should make a profit, just depends 

how much. The policy is designed to reduce risks are less from a planning permission side 

because the policy should create more certainty with regards to rights. This also does 
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not remove the negotiation between developers and government to ensure it is 

feasible. There is a risk whether government and developers can have these 

negotiations effectively. When developers sell these units, the risk carries over to body 

corporates and there are risks with that. Maybe rental should be the approach only or 

in lieu fees to ring fence the money to develop social housing in well located areas. 

However, the ability of the state to avail well-located land is why that could not work. 

Interviewee 3: With rentals the developer could control the risk and this could 

compromise the management. The affordability definitely affects the viability 

significantly and that’s why we’re not being prescriptive around the income groups to 

target. If it’s too prescriptive, you could end up with developers walking away 

completely. 

Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Interviewee 3: Yes, I think certain areas are. And we should not limit our view of what 

well-located means. Many parts of the city are well located even if it’s not within the 

CBD. It’s important that these households can access public transport and affordable 

schools and affordable retail opportunities. Certain areas might not cater for lower 

income households from a retail and schooling perspective. We have to keep an open 

mind of what well-located means. Certain densities, which are required to make a 

project viable, might not work in certain areas of the city. And in a context, such as say, 

Constantia the policy would probably encourage an off-site or fees in lieu contribution 

because the viability just won’t work at those lower densities. Or perhaps public land 

could help in such environments, however I don’t know if the city owns any land in 

Constantia.  

Incentives JK: What planning, financial and infrastructure incentives could overcome private sector 

development challenges and increase involvement in developing IH in Cape Town? Do 

you think these could help? 

Interviewee 3: We’re trying to avoid needing incentives because the benefits 

experienced by developers increasing the value of land is an incentive, but there are 

some incentives which could be implemented such as differed development charges, 

discounted contributions. Fast tracking planning permissions seems to be a big incentive 

which developers are interested in. Availability of infrastructure is important to help get 

to construction as soon as possible, so this could be seen as an incentive. We are also 

saying that FLISP subsidies could be used in such developments as well and partner with 

SHI’s where possible. Availing state land would definitely help a lot, but we know this is a 

significant challenge in Cape Town. 

Interviewee 3: Density bonuses which have already been sorted out with the local public 

could also assist. Heritage exemptions in certain areas, most of which relates to ease of 

doing business and discounting DC’s. Ultimately, compromise will be required from 

heritage because if the economy crumbles, there will be no money to take care of 

heritage in the first place. A policy which looks at proactively up-zoning land would help 

mitigate the risk associated with certain sites. Existing urban areas where the site is 

already developed would mean that the biggest issue would be heritage. And a trade-

off would have to be made in terms of heritage or inclusion. We would always want to 

target built up land and build up areas. The Conradie project experienced that the SHRA 

backtracked on their top up for Geo-tech conditions and put the entire project on hold 

and affected the feasibility significantly. An in-lieu contribution could assist in those 

scenarios where there is a funding gap in an existing affordable housing project. There 

has also been a lobby to have the SHRA look at the rule regarding social housing being 

on separate erven to allow partnership between private developers and SHI’s which 

could assist with IH developments. 
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MSc Property Studies Dissertation Interview 

Date: Wednesday, 11 August 2021 

Time: 11:30 - 12:30  

Venue: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 4 Town Planner and researcher 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 4: Specifically, residential property? 

JK: Yes, specifically the land and top structure development process of residential 

properties 

Interviewee 4: A lot of what I will say could apply to commercial property as well, but 

it's particularly pertinent with residential property is, you've probably heard me say 

before, there's what I call the value versus cost challenge. For property developers to 

stay in business, the value which they can sell or rent the development for at the end 

of the process must exceed the cost to deliver the development over the same time. 

And by costs I refer to all the total development package costs. 

Interviewee 4: The challenges we have in Cape Town and South Africa, is that the price 

that developers can sell the product for is generally capped by the affordability levels 

within households. Between 70-80% of households in Cape Town earn less that R20,000 

per month which only allows them to allocate a percentage towards their housing 

needs which equates to a limited buying buyer. This buying power is for structural and 

historical reasons such as apartheid, education levels and structure of the economy. 

Which creates a creates a cap on the value side of the equation due to affordability 

and the challenge is then to get the costs below that capped value which will be 

different for each housing market. And the current challenge is that the development 

process is very inefficient in Cape Town and South Africa which makes it difficult to get 

those costs below that level. That development process involves a lot of different things 

with different steps or phases. The key phases is what I call the land production part of 

that process and that's getting the land to the point where you can put a brick in the 

ground. For me, there’s three elements to that land production process, it's firstly 

acquiring the land, then the bulk infrastructure and then acquiring the development 

rights.  

Interviewee 4: Just that part of the whole process is massively inefficient and if you then 

add in the construction process to the sell-out, you’re looking at between 6-9 years to 

get development projects off the ground. And that from a cost point of view is massive. 

The costs come in different forms such as; holding cost (i.e rates and taxes if the land 

was bought); escalation costs (building materials inflate with time) and the risk costs 

because it's incredibly difficult to determine what the market will be doing in 6-8 years’ 

time. This is why a premium, a large developer profit, is required to attend to the 

properties, using an example such as Balwin who adds a 40% gross profit to the price, 

and this adds significantly to cost and another contributor to cost is which part of the 

property cycle you deliver the product. Therefore, it becomes quite difficult to get the 

product to the market, particularly because of that land production process and even 

though construction has not changed significantly over the past few years, I think that 
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will change soon and as the Rand continues to weaken the construction prices will 

reflect that. Also, when we think about acquiring the development rights that's , for 

example conventional rezoning, but it's also environmental rights, its heritage rights, it's 

any rights that are required before you can get a refund on the development and 

heritage approval is a huge problem 

 

Interviewee 4: An additional challenge is the loss of capacity for most of the 

construction companies which will push up prices and create a less competitive 

environment. Thus, the challenges exist on the pre-construction and construction side 

of the development process.  

 

JK: So, to summarise you’d say that most challenges are in the pre-construction and 

land development phases of development?  

 

Interviewee 4: Well, yes but I think that you can’t dismiss the challenges within the 

construction phase and there’s rumours that there will be problems on the horizon for 

that phase as well. Another issue I could identify is that our building standards are way 

too high which adds a significant cost to the equation as well. However, I do 

understand that it’s a tricky one because no one wants buildings burning or breaking 

down, but I just don’t think we’ve got the balance right from an affordability point of 

view. Additionally, obtaining an occupation certificate takes quite some time, 

sometimes 2 years and during that time buildings can’t be insured which is a significant 

risk too. But, bearing all this in mind I would still say a large part of the challenges are 

presented in the pre-construction phase. 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

 

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

 

 

Interviewee 4: From my side I’d say here's uncertainty, because the policy itself is not 

even clear on half of that stuff at the moment. So, one is not sure what you are 

disagreeing with at this point, because that's not on the table. So, there's an 

uncertainty around that. Even when you get certainty into the policy it's another hurdle 

which adds complexity to the process. 

 

Interviewee 4: Individually most requirements on developments don’t sound onerous, 

but the cumulative effect of all the existing requirements for developments is massive. 

And most of the requirements are largely dependent on each other which have knock 

on effects. Adding inclusionary housing to these requirements then just creates further 

uncertainty there. It’s unclear how these things will actually work. What is the 

mechanism? Example, I have a household in one of my inclusionary units, if the 

affordability or income of a household increases beyond the initial affordability 

requirements; how long do they have to get out? Who is responsible to get a new 

tenant and how long does that take? It’s unclear how these things will actually work. 

Do they have six months to vacate this property? Do they have a year to vacate it? 

And then you must go find somebody else who's within the affordability threshold, to 

put them into the unit. And some say that the municipality will play that role, but we all 

know, administratively you're not going to get a household in there a hurry, thus, the 

levels of uncertainty will increase significantly.  

 

Interviewee 4: One of the consequences of that is you cannot force somebody to 

invest in property, therefore developers go elsewhere, either spatially or by investing 

into a different product. So, we've already got limited institutional capital going into 
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housing, I think it's 3% of the total institutional property investment in South Africa is in 

residential, the rest of it is all in commercial and whatever else. So, we already don't 

have a lot of investing going into that space to start with. Now you add these hurdles 

on. And that's what I think housing activists aren’t considering. You can force 

somebody ensure their development complies with a particular regulation, but you 

cannot force someone to make that investment in the first place which is what worries 

me about this space.  

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

 

Interviewee 4: I think we over engineer this. It's actually quite simple, either you go 

horizontally, or you can go deep, right? Either way, it comes back to the same 

argument which is, how much can the project afford? So, if you said the budget can 

afford a quantum of money, if I can put it like that, that can go towards those units. 

Now, you can either say you're going to use that money, and you're going to go fewer 

units, right, you then choose to go down, i.e. lower incomes. Or you go more units, but 

go up, i.e the higher incomes. But that is a policy choice which needs to come up and 

whichever they choose will affect the number of units delivered because at some 

point, let me put it this way you can't have you can't have your cake and eat it. You 

will break the project and that doesn't help anybody. I think what needs to be 

understood in this game is the provision of any residential units, not IH, contributes in 

many different ways as well to job creation, contribution to the tax base, etc. So, 

having a situation where you're killing a project, the consequences beyond that are 

significant across the board. Therefore, it’s a simple equation. We've got X amount, 

and how do you want to divide up the pie?  

 

Interviewee 4: Affordability is huge. It is really important for the following reasons. 

Because remember, whether you're targeting the lower the middle or the upper. Your 

costs remain the same right. So, we need two things that determine your viability, your 

income and cost. Your costs don't change, but income varies dramatically, so as a 

result, in reality is when you run the viabilities, your ability to proceed with development 

is going to be extremely difficult. But I think you’re even going to struggle to make these 

projects work at the upper end of this thing, let alone wanting to drill down.  I think, in 

a way, it's an interesting academic conversation we're having about whether to grab 

the Middle, High, Low. 

 

Interviewee 4: There is an argument I’m not completely comfortable with where some 

people say that if you go too low, you start to impact on the price of the market units 

and that the desirability will impact the demand of people wanting to buy those units 

may decrease, and hence the price decreases messing with the viability even more 

because the market units are going for lower bonds. And that's often our perception, 

and I'm not sure to what degree that argument has been tested or not. I hear that 

argument sometimes and I think it's I think it's a bit too anecdotal. And I think a lot of 

those type of issues can be dealt with, with proper design and all of that type of stuff. 

 

Interviewee 4: So I suspect in the reality you're going to be playing in that top end of 

the game, which personally I don't think is a problem because you have people 

earning R30,000 a month who can't afford to access those parts of the city, that is as 

problematic as a household earning R5000 per month who can’t access that part of 

the city either. Why is the one better off? Why only prioritize one? I’m saying just 

improve affordability across the board. Because I mean, if you're a QS graduate, you 

got to go work for QS firm in town etc. Good luck, you trying to buy a property in some 

of these areas we’re talking about. If this could help graduates access these areas, we 

are doing well. 
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Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Interviewee 4: I think the location has more to do with the income side than the costs. 

And you’ll hear it all the time, can’t develop in Cape Town because the land prices 

are too high, I can appreciate that and I've seen some crazy numbers on some 

projects, but as a percentage land is on average 15-20% of the costs so while it is a 

significant driver of viability, it’s not a big enough component to be the driver behind 

the costs. 

Interviewee 4: What determines whether the project is viable or not from a location is 

how much income you generate from that space. Now I could charge a lot more for 

that space in the CBD than I can for a project in say Khayelitsha and that's what turns 

my project into viable project.  In addition, probably 70% of those costs are the same, 

doesn't matter where we put it, but my incomes are significantly different depending 

where I'm at and the time and often location is argued from a cost point of view where 

I feel it should be argued from an income point of view. 

Interviewee 4: I also think we have a simplistic view of what’s well-located not well 

located because I spoke to a guy who lives in Delft South works in Bellville and said it 

takes him 15 minutes to get to work with a taxi which is a short and cost-effective mode 

of transport and he says Delft South works for him, thus, reiterating that the view on 

well-located is perhaps too simplistic. NIMBY is surely a problem in certain areas of 

Cape Town, but we should be careful with the argument that certain areas are more 

prone to this as I’ve encountered a RDP development in Khayelitsha close to entry 

level bonded homes and there was significant community resistance to having 

subsidised housing near their market rated homes. Therefore, you should be cautious 

of taking a binary view of where resistance will take place. 

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 4:  So, I think that they can because let's take the land production process. 

And the building standards thing as well. As I said those are things that I would call cost 

drivers. The state owns a lot of well-located land, get that into the market as a starting 

point, and I'm not just talking about the municipality, I'm talking about the Transnets of 

this world. So yes, they can. The release of public land, I think would be massive. Also, 

infrastructure, bulk infrastructure. Spend your capital budget. I can’t believe it, last year 

we didn't spend the capital budget I mean, why are we not spending the capital 

budget? You can’t tell me there are no good projects to put some money into. So, get 

the bulk infrastructure up to speed etc. So, we can tap into that. And then the 

development process can we look at some streamlining taking place there. You 

cannot be taking that long to get a development off the ground. You know, if you're 

looking at that six to eight years that it takes to get a project off the ground, sometimes 

four years to get the development rights in place; two years to get the occupation 

certificate post construction, etc. So hugely I think they can do that. The regulations, 

around the building standards, can we not look at some of those standards? I think 

there’s a huge amount that the state can do to assist.  

Interviewee 4: One of the things that I'm seeing is that they say, as an incentive they 

want to kind of give to developers, is to fast track the process. And I'm saying the 

municipality doesn't control all these processes; you still need environmental, 

heritage, etc. It says prevention of environmental regulations, etc. Yeah, well, you 

don't have control over a lot of these things. One license goes to Pretoria, etc. Yes, 

you may have control of a certain part of that process. But not all of it. They can’t 

control everything, and they don’t have control over all the processes, like they 
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cannot control the price of imported steel. But the stuff they can do, they should be 

playing in that space. And the question I have to ask is, if they can sort out and make 

those processes more efficient for inclusionary housing. Why aren’t they doing it 

across the board? Because we need to be developing housing at scale to change 

the game. And I’ve heard the argument that it’s not about housing delivery, it’s 

about transformation. And I just don’t buy the argument because putting a few 

hundred affordable units in the city won’t transform the city. We need to get things 

into the market at scale and we need to be dealing with the structural issues like the 

land production processes. I we look at the numbers. Ultimately, I think it’s a fringe 

policy which creates additional levels of uncertainty for very little return in terms of 

the number of affordable units built. I’d much rather take that same energy and 

effort and apply it to the structural issues which is stopping the whole industry from 

developing more affordable units at scale. And if this policy delivers a lot of units, I’ll 

be the happiest person to say I was wrong. But I somehow suspect that it’s not going 

to be the case.  
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MSc Property Studies Dissertation Interview 

DATE: 11 August 2021 

TIME: 13:30- 14:30 

VENUE: Online (Microsoft Teams) 

 Attendees: 

  

No.  Name and surname  Title and Organisation 

1. Jason Knight (JK) Researcher: UCT  

2. Interviewee 5 Town Plnner (Development Management) 

 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

 

Interviewee 5: My opinion is that there is miscommunication between what developers 

are expecting, what consultants do and what city does. Pre-applications often occur 

with the town planner and professional team, but not with the developer. Not aligned 

discussion between the parties. Developer goes ahead with the deal, but snag 

experiences a in the process. But then they say it’s the city. Consultants not giving the 

owner the full picture of what’s happening. What’s the full process? Advertising, 30 

days, but prior stuff before reaching a decision. Its preparation also before that, closing 

dates after, this leads to more work for the officials. Sometimes additional information 

is required prior to advertising. Developers themselves don’t understand the 

application process and what’s required to process an application. Circulation 

internally takes about 14 days. But we will process it as its taking place but technically 

can’t make decisions on circulating applications. This also creates major challenges. 

Especially with large developers, ward councillors get involved. Developments gets 

proposed and aligned to forward planning policies, but the community objects and 

then it’s a big issue. Ward councillors first feel the waters and play political background, 

even though it’s aligned with forward planning documents, but the ward councillor 

turns around against case officer and says the development shouldn’t be approved 

and has community meetings, this causes major delays. They play the political game 

and asks where’s the case officer. These are the challenges; the political interference, 

developments which are not aligned to policy and the professionals processing or 

submitting the applications. Also, politics create flair ups in the community, they don’t 

blame the city, and it’s the official who gets it. Corruption and taking money under the 

table etc which also adds to this. 

 

Interviewee 5: The gap of knowledge between the developer and the consultant is 

also major. And another issue is that each case officer is sitting with an average of 60 

applications in a month. These are all varied stuff and case officers spend time being 

bothered with applicant’s opinion instead of the actual assessment.  

 

Interviewee 5: Currently, infrastructural capacity is a major issue and we see developers 

come to LUMS when they have done months of prior planning, but then there is no 

capacity to accommodate the development. Also, when it comes to inclusionary 

housing a policy should be there to guide developers as case officers would delay the 

process if they are requested to assess it and consider inclusionary housing in these 

developments.  
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Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

 

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

 

Interviewee 5: I think it is going to add to the existing challenges within government 

and add to an already pressured decision-making system. This could work with big 

developments yes but not smaller developments they should not trigger thresholds.  I 

think the interpretations and how people interpret this is vast. It’s going to come down 

to interpretation of what it means to have IH.  

 

Interviewee 5: Is it dependent on housing close to job and working opportunities, like 

for example in outskirts of Kuils River? Does this trigger inclusionary housing? The 

understanding must be clarified country wide and not just in Cape Town and LUMS 

department. It could mean bringing shopping and job opportunities to where people 

are living. Not just to build and have different housing types in developments. It must 

be a common understanding. This must be a city-wide understanding and what it 

means. There needs to be clear guidelines about what triggers the justification for 

inclusionary housing such as the thresholds. Look at different countries such as the USA. 

They came up with different ways how developers are mandated to supply 

inclusionary housing. Might say all developments with a density greater than 200du/h, 

but if you include a % of inclusionary housing, then trade-offs could be made. But 

without a consideration tool, it is very difficult to discuss with developers and MPT can’t 

consider this without a policy. How can MPT consider the 20% and can’t grapple with 

it?  

 

Interviewee 5: Still have opinions about it, and officials don’t understand what it is and 

what it’s meant to be. In the absence of a group, and policy, that guides when, where 

and how discussions and negotiations take place; inclusionary housing won’t be 

happening within the city. This is more frustrating for case officers especially when 

activist groups objects and want the city to defend cases, the MPT tries to talk around 

it and give reasons to push forward and don’t know how to say why the objections 

aren’t valid, it becomes hard.  

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

 

Interviewee 5: I don’t really have opinion about this, it should be based on the location 

of the developments. If in Woodstock, close to job opportunities, transport etc. If we 

look at CBD, someone who has a trade of a bricklayer might not benefit being in the 

CBD for them to find work. Activists want people with an income of R3000 to R5000 per 

month in the development. But the surrounding area, i.e. Bellville and Tyger Valley area 

might not be desirable for a bricklayer given the surrounding job market. Are there job 

opportunities for them? Do they need to travel further perhaps? Two thirds of their 

income is spent on travelling costs.  

Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

 

Interviewee 5: Some well-located areas are not well-located to affordable households 

if you consider where they work. We need to look at the receiving environment and 

whether the opportunities are there for the people. There needs to be a definition of 

well-located which considers the type of job opportunities and types of developments. 

Similar to the Delft housing and working in Epping. Move people closer to job 

opportunities. Inclusionary housing doesn’t just mean houses built in a specific area, 

but it’s a trade-off incentive for developers to build in the right areas.  



176 

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 5: There must be a specialist team within the city, similar to the district 

spatial teams, same as transport department, specialists must be a group or team 

within the city to drive this type of discussion. This isn’t linked to planning department 

only, but bulk as trade off incentives comes from the engineering department so they 

need to be included in the team. Have mechanisms and a department, a group which 

sits together and knowledgeable about bulk, sewerage and TOD in the city. A 

multidisciplinary team to say where inclusionary housing is required within the city. This 

should be written up in a way within district plans to say where it should be encouraged 

etc. Like saying build 200 units here and receive trade-offs on this etc within a specific 

area. This will attract developers to the market. Developers can’t really do inclusionary 

housing because the city is unable to come forward to discuss DC’s, Bulk etc. Because 

there’s no document to allow this to happen. If its consideration is left to the planning 

departments, delivery will be delayed. Too many policies and calculations, etc on top 

of all the existing applications will delay developments. Officials will be scared to put in 

conditions for approval as well. 

Interviewee 5: Also, we can’t do fast tracking, that’s all on district managers’ shoulders. 

We can’t fast track the overall process, but we can prioritise applications. The volume 

of applications, timelines and deadlines within the departments make it hard for case 

officers to fast track or prioritise applications. There’s just too much in terms of the 

smaller applications. I think the DMS should be amended and reduced due to the 

number of applications within it. The issue is how applications are processed and how 

departmental stats and timeframes are driven, officials become scared of it, and they 

have to consider the timeframe attached to things instead of the others. As it escalates 

to manger and higher ups, but then bigger development applications are standing 

still. The system monitors performance of officials based on time taken per application 

regardless of development size. A report for a 1000-unit development only gets 

addressed around 6 months later and then Transport requires TIA which causes more 

delays, also water and sanitation and stormwater management plans etc. This is all 

while principal planners are sitting with minor carport applications which is keep them 

busy. The pressure sits with them. 

Interviewee 5: If you want LUM applications going out, spilt the staff into teams and 

add capacity to deal with the mundane stuff, in between applications with quick 

turnaround times. This is why we need a specialised team in the district, which includes 

town planner, engineers etc. This could assist with fast tracking bigger developments 

etc, but in the way the department is operating, we can’t fast track, but we can 

prioritise. Officials can’t focus on all of the things in the department, there are ways, 

but capacity is a big issue in the way the department is structured and the pressure on 

case officers with regards to performance and not on the LUM timeframe. The system 

is written in such a way to escalate things to manager if it’s not dealt with and planners 

focus on this. They look at this and deal with this first instead of other things. Professional 

officers can’t sign off on notices, these must be sent to a senior, then back to PO, then 

to customer interface. Two months pass and advertising is not out yet. It’s the way the 

department works, and it requires more people.  

Interviewee 5: I think a review DMS is required to review applications such as second 

carriage way crossings, permeability should be with at BDM etc. The fact that the 

department accepts anything is a problem. Even urban design is giving inputs from 

policy into the by-law. Why is a carriage way crossing in the DMS? So many things are 

lumped into LUMS process. Plus, timelines are ticking, and staff don’t have enough time 

to get through all of this. They are spending a lot of tie fixing applications with regards 
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to building lines etc. Takes time to get application to a point where it’s ready to submit. 

The DMS should be re-looked at. If planners get back to what they should do, such as 

the zoning extracts etc, then development can be sped up as planners can deal with 

bigger applications.  

MSc Property Studies Dissertation Interview 

DATE: 11 August 2021 

TIME: 15:00 – 16:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 6 Managing Director: Private Developer 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 6: Our experience is mostly in multi-unit blocks of flats, essentially mixed-

use buildings. We haven’t done free standing houses since forever. We have a 

development in Woodstock of 380 units and two developments in Salt River of 330 units 

and 340 units one of which is a student accommodation. A major challenge for us is 

the economics of development. This involves getting the project to a stage where you 

can go to the bank and say that this is a feasible scheme, please finance me.  It’s 

within all those parameters, where we need to sell at a certain value, pay professional 

fees of a certain amount, building costs are what they are and at the end of the day 

hopefully it spits out a good number to get financed and you’ve de-risked the project 

and you go build. 

Interviewee 6: The problem is all the hoops one must jump through. How do you 

motivate for inclusionary housing in the private sector? Development is hard already 

as it is. Government’s problem is that they have huge tracts of land and what have 

they done? Why do they need private sector develop it? 

So as developers, we go through a process to maximise value, how do you do that? 

You try and take as much bulk out of the land as possible. So, we’ve traditionally 

played in the mixed use 2 zone with a floor area ratio (FAR) of 4 and build up to 25m. 

But to get this through council and obtain the approval process is an absolute 

nightmare, up to 8 months to get it through council. Not sure if they under pressure to 

get the work out, but the responses we receive is just not well thought out to what 

we’ve applied for. I’ve had cases where I’ve sent it to the building management 

department, the plans examiner, and they circulate it to all the departments for 

comment, but then the transport departments’ comments were not even tailored to 

our case or proposal and you can see the council official has not even looked at or 

addressed our plan. It’s basically in that loop in council, it’s like they have no initiative 

to get things done. They give it back to us as the developer to push through. That’s a 

bit of a nightmare. 

Interviewee 6: Next big issue is the heritage fraternity, who, if you’re unlucky enough to 

own land near or within a Heritage Protection Overlay Zone (HPOZ), that can easily 

add another 6 months onto the process, therefore adding another year on the 

process. The frustrating part is that the committee sits once a month and if you don’t 

have the public participation done within a certain time, you have to wait for the next 
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meeting and if you don’t your application onto the agenda, you will have to wait till 

next month’s meeting. It’s frustrating to get the rights in place, once the rights are in 

place, and you’re off and building, then it’s easy to build and off you go. But it’s the 

plan approval process that’s the constant issue. If they could somehow expedite that 

or take a view that here’s a massive R100 million project, then it goes to a dedicated 

team to push the project. That’s where economic development is pushed.  

 

Interviewee 6: I’ve sat in on the Western Cape Property Developer’s Forum, where they 

mentioned that in Durban, they have a dedicated division that deals with high value 

developments and chases down developers to get things kick-started and done. But 

it’s like that’s the problem and the reality, it’s the economic reality. I don’t think there’s 

an appreciation of the time value of money and everybody in council is too scared to 

make decisions, needs to check with manager to make decisions. As you know, 

developers want to make more money, more bulk on the land from mixed use 2 (MU2) 

to mixed use 3 (MU3), but now it’s this effort for MU3, you get objections from housing 

activists in Woodstock, by then it’s already adding a year on the process. It’s holding 

the property for another year and paying interest on the land. How is inclusionary 

housing going to be incentivised to a developer if development is already not 

incentivised? 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

 

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

 

Interviewee 6: It’s difficult and tricky to navigate. We only respond to market forces. At 

the moment, it’s a shitty time to be in property, given the pandemic, work from home 

and the ability to be able to work from home, etc. There’s an oversupply of office 

space in the CBD; let’s assume 60% will go back to normal in terms of office space, but 

the rest would be residential conversions. Especially the bigger funds to write off the 

losses as they own the buildings and break even and stop their losses this way. Then 

you will have an oversupply of residential in the market and put downward pressure 

price. So, to answer the question, we can’t up the market prices to offset inclusionary 

housing. The reduction in costs would have to come in the form of incentives from 

government, because we can’t increase the unit prices. There are various ways of 

getting this correct. We’ve already seen so much downward pressure on rentals and 

the housing market is driven by investors in terms of rental returns, but those rental 

returns are being squeezed right now in terms of the stock. It’s a difficult place to be, 

but we won’t see an increase in market related prices to offset inclusionary housing.  

 

Interviewee 6: The market is very fickle, investors, first time buyers etc, I think that if they 

hear that they’re buying into an inclusionary housing development model, I don’t 

know if you’ll get investors there. I don’t know how you’ll convince the market that this 

development is no different and just like other developments you’ve done before. It’s 

not like you can hide this. You can’t hide this from investors which is another difficult 

thing to navigate. There could be a perception that you’ll have a section of the 

development that won’t be looked after, where people are not able to pay levies etc. 

All of those negative connotations that come with it. Now after all the objections for a 

mixed use 3 zone, spending 1 year to get the rights and you are required to include 

inclusionary housing due to the extra profit on the extra units. Then you go to market 

and no one wants to buy it because it’s an inclusionary housing scheme. All of that 

effort? Developers will say I’m not interested, and I’ll rather put my money in the stock 

market. Managing the tenants after the first user leaves will be a challenge and who is 

going to be responsible for this? So yeah, it’s a very difficult thing to start. Maybe after 
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there’s a few test developments and they prove to be normal, but it’s getting it to the 

point where it’s the norm which is difficult.  

 

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

 

Interviewee 6: At the end of the day, the scheme must work financially. You can’t even 

repay your build costs with a R3,000 rental, what can you build for R3,000 per month? 

Construction costs is more than that alone. To get it off the ground, you need to target 

about R8,000 rentals. You need to consider how do you bring the sales price down and 

how do you make it cheaper for developer. 

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

 

JK: Bid lower for land, but we need a policy that says this. Mandatory approach, but 

investment is going to run, don’t mess with people assets, would be treacherous to go 

down this route. Government to chip in something to make it feasible.  

 

Interviewee 6: Land prices don’t have such a significant impact on unit costs. Also, who 

came up with the 20% in the first place? The city should provide offsets for the land 

costs. Right now, what’s building costs running at? I think roughly R14,000 for 

development costs, this is without development management fees, holding costs and 

multi storey basement type stuff. How do you make it work? Where does the money 

come from?  

 

Interviewee 6: Maybe the NHBRC can use the 1% tax which they tax for every single 

house that comes to market. They could make a NHBRC tax fund with that. Can 

determine how much money there is. Essentially, a redistribution of wealth from those 

that can afford to those who can’t afford.  

 

Interviewee 6: Also design relaxations, fee waivers and reduced rates aren’t big 

enough to make it work, even though we have a project where we need to provide 

R28 million for development charges due to bulk capacity issues in the city right now. 

But, I don’t think those figures are enough to reduce the overall cost to a developer, 

but it will definitely help in some way. Like scrutiny fees for a 380-unit development is 

only R1.3 million compared to the overall costs. Maybe 0% interest rates, like loans from 

the government would probably help. Traditionally interest rates do a lot of damage 

to the feasibility due to time value of money. So if there are 0% interest rate loans that 

would certainly help. But 0% interest rate loan from government would be risky, could 

you imagine having to wait for government to pay you a monthly draw down to pay 

the contractors. And as much as it sounds like a great idea, it’s maybe a terrible idea 

and could open us up to a lot of corruption. Another thing we should touch on is the 

management of the affordable units, once the first user sells it, he or she will sell it at 

market, and they won’t help anybody. So how does one keep those units, which are 

in a sectional title scheme, at affordable price or rental vs the other units in the same 

building? Does the city manage it based off the initial number of units? Alternatively, 

as I’ve said before, this isn’t a private sector problem, they should get the social 

housing developers to develop these schemes. 
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MSc Property Studies Dissertation Interview 

DATE: 12 August 2021 

TIME: 09:00 - 10:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

  

No.  Name and surname  Title and Organisation 

1. Jason Knight (JK) Researcher: UCT  

2. Interviewee 7 Director (Town Plnner) 

 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

 

Interviewee 7: This is not just residential development per se, but includes residential, 

but the single biggest challenge that we face is the uncertainty with regards to 

decision making, despite the fact that many instances applications are policy 

compliant with the single biggest challenge is the uncertainty with decision making 

the spatial policies we operate within, the debates around whether or not housing with 

a specific density in a particular location is acceptable, is often problematic, in the 

sense that we should be dealing with higher density developments, and in many 

instances there’s a resistance to high density developments, and I’m involved in 

primarily medium to high density developments, between 80 and 120 du/ha, there’s 

almost this pathological resistance to high density developments, it’s the NIMBY 

syndrome is unfortunately often supported by politicians who are seeking their short-

term solution from their perspective by securing votes and therefore supporting 

objections to developments in their area. That’s on the one end, it’s sort of political at 

the approval level that is a problem in that sense. On a far more fundamental 

technical level, the bulk availability of services throughout the city is seriously 

problematic, sewerage is obviously massive, 4 years back is water, 4 years before is 

electricity, so we’ve had this and that making the development fraternity, so bulk 

network is problematic. We have a massive sewerage problem in the City. We have a 

fundamental network problem, this is going to bite us as we want to follow high density 

along with public transport that we don’t have. Both a political problem and technical 

problem.  

 

Interviewee 7: Going one step further, 10 years ago, the majority of developments 

were infrastructure led, I’m talking big developments. So, you could go on and unlock 

the Garden Cities type of development up on the West Coast or Parklands.  The 

Paardevlei developments in the Helderberg region, and vast developments like the 

kind in the Durbanville areas. Those could all happen because the economy was such 

that you could, as a developer, you could afford to build the bulk infrastructure, 

despite the fact that the city should be doing it, you could afford to put the bulk 

infrastructure in because the increased value was constantly there. In other words, if 

you put it in today, you could recover that cost tomorrow by increasing the sale price 

of your product; that has gone away, full stop! It does no longer exist, there's no longer 

the investment purchases, who would come in and buy a unit with a view of selling it 

in a year's time or selling it in six months’ time or selling it in five months’ time and making 

vast profits. That’s gone. The investor book no longer exists. Those drove huge 

development opportunities, but also now for the developers to provide the 

infrastructure and recover that cost despite the fact that they were running in the 

interest clock on that costs. Because the prices were outstripping interest rates. No 

longer. Even if the interest rates are lower than they’ve ever been in this country, you 

cannot recover, on the sale price increase, with the cost of infrastructure provision, it’s 
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just not possible. So, all major big developments, like unlocking Annandale Farm, 

unlocking of the Paardevlei 700 hectares, is not going to happen in the private sector 

realm alone. 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 7: I think it's going to kill it. A couple of years ago, we were involved very 

heavily in promoting inclusionary housing in a project that we were doing in Sea Point. 

We could do that, because we would make the financial model in that instance work. 

Overcoming the perception issue in the marketplace with market orientated units 

supplying inclusionary units within, lets park that for a one moment, because I think that 

that definitely is a little bit of a red herring. I’m talking about the financial bottom line, 

a couple of years ago, potentially, you could make that work. And that's despite that 

entire argument that says that every private sector developer in the residential market 

has to provide a percentage, whatever it was 15%, or 20%. The fact that, if that was 

the case, providing a miniscule number of units in total within the market, in terms of 

demand is miniscule. Even if you decided to go down that road, because it's the 

appropriate thing to do. It was always rammed down the throat of the developer, in 

the absence of policy as a kind of threat by the activist groups. If you don’t do it, we’re 

going to hold you up, delay, blah, blah, blah, blah, blah, and we’ve all been down 

that road. I’ve spoken to ever spoken to some activist groups and all those people and 

their argument as being a disruptive force in the residential market, etc, etc. I’ve got 

no problem with that, I just think that they were going for the low hanging fruit because 

they couldn't achieve it elsewhere and address their requirements at all, in my opinion. 

Be that as it may, the delays that were forced on developers historically were very 

costly, because you were looking at price increase, which we're ramping up almost 

daily. Historically, when the sale prices were outstripping the fixed cost prices, it wasn't 

an issue. The developer could more or less turn around and say well, it doesn’t matter, 

we’ll take it on appeal and drag it out for a couple of months as long as we sell it at a 

higher price down the track. What happens now is that the fixed costs and your sale 

prices are not diverging; they’re actually parallel if, not closer.  

Interviewee 7: We’re going to go through a hiccup, the developers would negotiate 

the price which is X on agreement that we get the rights and additional value in future. 

Now with IH, I’ll pay you agriculture value, plus the premium, less the IH requirements, 

as the land owner, not a chance, I’m getting less compared to before. We will be 

throttled for land, until landowners comes to the party kicking and screaming for 

getting less for a rezoning on land price. The sooner we get the policy, the sooner we 

get over the hiccup, the sooner we on a path to get to land price parity. It’s happening 

now, developers are saying that they won’t pay the premium due to time and IH 

requirements. You; see land supply and land value would come down when the policy 

comes on line.  

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

Interviewee 7: Bearing in mind that, in order for commercial developments to work, 

you have to be able to sell the commercial component of your development, I’m 

talking about market housing at a market related price, in order to accommodate the 

affordable component that you're going to be providing. If you're providing for a 

person who’s going to spend R1000, from 3.5k on bond repayment for a unit in 
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constantia, where the guy selling next door at the lower end of the market for R2.5mil-

R3mil, you’ll have the classic gini-coefficient in place simply in one development, and 

it will literally kill that development. I’m not one for social engineering, I think this country 

has been engineered to death by the socio-political past, and we need to unwrap 

that and unpack that into a different kind of solution, but I’m not convinced that the 

complete activist extreme of social engineering in projects is that solution. I think you 

need to be able to allow for the project to do what it wants to do, which is to deliver 

the component of affordability that the development is addressing in that context. 

And I think if you run down that road, it is much easier to make the financial model of 

a development work. You will always need the assistance of the local authority in the 

provision of infrastructure, etc. Now, if you leave it entirely to the market, its never ever 

going to happen. If you then ask the question, should it happen at all, and that’s an 

entirely separate argument, and the answer is yes, then you need to make sure it 

happens in an appropriate fashion, if not appropriate, the developer will just take their 

money and put it somewhere else and no delivery.  

 

Interviewee 7: I know a number of developers who we work with, who are actively 

looking to provide a percentage of their development in what we now call affordable. 

So for the  bottom end of the market, the system, it needs to be through a cross subsidy 

from the balance of the sale of the land and what the sale of the product is on that 

land, primarily because we have always argued that if you’re going into that 

affordable component in your development, it needs to be affordable into perpetuity 

and can’t be affordable as a one off. That’s where I think the failing of the 

Johannesburg policy is. The primary failing of the Johannesburg exists there, they’ve 

gone for a number, its X Rands, providing X number of units at X Rand, so all they did 

was make the units as small as possible, they kept the Rand/ sqm build rate the same, 

and squeezed the units to the smallest thing possible, sold it to Joe Blocks, who then 

sold it the next day at a market related rate as there’s no ongoing perpetuity 

component in the policy. So, I think, if you add all of that together, the provision of 

affordable units within market driven development scheme, I think it's eminently 

achievable. The extent to which its achievable may not be the percentage, in other 

words, it may not be between 25 or 30% that activists want, it would be closer to 7% to 

8% to 9% because right now the margins are so tight, that just means that you might 

not get anything at all. 

 

Interviewee 7: So, I think that they could still make it work and I’m an absolute 

advocate for the provision, I hate to say it, but I would much rather talk about 

affordable housing instead of inclusionary housing. I think inclusionary boxes you into a 

particular corner, affordable, is what you’re basically saying, is that within the market 

constraints of a particular area that you're developing, we will provide a section of our 

housing that is addressing the bottom end of that market in that context. So, one is not 

looking to provide for households earning between R3,500-R5,000/ month in an area 

like Constantia. That would be wrong. You would rather be looking at the top end of 

the affordable compartment of affordable and that might be higher than the R22,000 

by inclusionary terminology. You might be looking at R50,000/ month as its appropriate 

in that context. And I think that the notion of affordability rather than inclusionary, for 

me is very important.    

 

Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

 

Interviewee 7: So right now, from a developer’s point of view, it’s a serious problem to 

have the activists all over the development, because now you’re killing the 

development. So, then the question has to be asked, well, can we make the thing work 

financially by including whatever it is, whatever the percentage is in the development 

and get the activists off my back and get my approval in time, but I can still make 
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money out of the project you know. We are sitting in a situation where that is becoming 

more and more difficult by the day, because your margins are getting smaller and 

smaller as you move forward in this particular context, particularly Cape Town. So, I 

think the squeeze is now on. What we see in the more recent past, we’ve discussed it 

with province, at one level in terms of their policy floating around, it has been discussed 

at the city, although not directly because the city truthfully aren’t asking anybody for 

their input in any particular fashion. But what we have been saying is that it's not only 

up to the developers to be part of this party, the local authority should be contributing 

in some or other fashion to the provision of housing at the bottom end of the 

inclusionary component, they need to come to the party as well, and then there’s a 

number of ways that you can do that. The city has looked at it in terms of incentivising 

the developer by giving you additional bulk, if you provided for inclusionary, etc. 

 

Interviewee 7: This works in a market where you can sell that, in a market where you 

can’t sell it, they have to come forward with a much more tangible, direct input into 

the bottom line. Amongst other things, for example, DC’s should be written off against 

inclusionary housing and it’s such an easy one to do, the city council should be 

providing the bulk infrastructure anyway and not charging DC’s for something they 

should be doing. 

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

 

Interviewee 7: They say they will fast track the development application: This should be 

the normal, do your job in the first place, this isn’t an incentive. Shouldn’t be part of the 

conversation. The land use process in the late 70’s early 80’s. When you gave them an 

iron clad programme, where you give them a timeframe, it would be correct. I can 

say now in front of MPT in 8 months, if appeal, anything between 3 and 6 months, but 

you’ll have a decision from MPT. DMS and LUPA is much more improved than 5 years 

ago. In Cape Town we’re sitting on 8 months, If we stick to that, rigorous, we need a 

start date and end date, we need certainty, developers need certainty, but appeals 

are killing it, because it’s a lot more unknown, and unfortunately enters a political realm 

as soon as its outside of MPT, its political. Depends on election year or not. Some crazy 

decisions out of appeals body right now. 

 

Interviewee 7: One more point, one element not targeted in the provision in IH 

argument, is the financing side, the banks, nobody has gone to the bank, and said, 

why you are lending your money in these circumstances, why aren’t you tailoring your 

finance to suite and cater for developers to provide affordable housing? I think there’s 

a whole finance side here that’s lost here in decision making and politics etc. and at 

the end of the day, the finance drives development and they all stick their heads in 

the sand. They said the right words at the right time to stay politically correct. As 

activists, jump up and down at the banks door, as they dictate to developers how the 

money is used. They should come to the party.  

 

Interviewee 7: The DAMS system was written by guys who don’t make applications nor 

deal with applications, they didn’t know the nuances of submitting applications, if it 

could be stripped out to allow the juniors to deal with minor applications and senior 

planners to deal with the complex bigger applications, but the unions won’t allow that 

as they want all people to be treated the same.  

 

Interviewee 7: I’ve often said to a developer and my clients that if they could do 

without my services then they would be far better off. Not just the IH arguments that 

comes through. If you’re involved in town planning, your return at the end must be 

significant in order for a developer to embark on a town planning route. Not just a 

straight subdivision. It’s all about risk and reward, depending on the market, the time 
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frame, the reward must match the risk and time undertaken the land use application 

through the planning process. In the past, this was fine, purchase prices were on a 

massive trajectory, and investor books would buy into your scheme today, knowing 

that by the time the scheme is built could sell out at a fortune, but that doesn’t exist 

anymore, different approach to risk. All of that were driven by investor books, I know 

vast numbers of investor books were made up of farmers from the free state would 

come down here and know a local Afrikaans developer they knew and they would 

and pour millions of Rands into his developments, literally because it was risk free, and 

they would buy from him, which would allow him to secure the finance from the bank, 

to allow for the development to happen, by the time the development is out of the 

ground, the investor book is sold out again and they would make 20%-30% on their 

money and they would run for the hills. That doesn’t happen anymore, that’s gone, 

your risk environment is enormous at the moment.    

Interviewee 7: Efficiencies should also be looked at all the time within local authority. 

Who’s big and who’s small, who’s important and who’s not. More importantly and 

definitive timelines should be fixed if a developer makes applications, he’s going to 

make an application and that the consultant makes application that’s correct and 

not screwed by the consultant. IH just another layer of risk. We are full of risk right now. 
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MSc Property Studies Dissertation Interview 

DATE: 12 August 2021 

TIME: 13:00 - 14:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 8 Managing Director: Development Company 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 8: One of the big ones is the timeframes attached to the statutory 

processes and it’s something we can’t get away from. The unpredictability of the time 

frame and it can range between 7-24 months. This causes major problems, 6-9 months 

is still okay, but not 7-24 months of uncertainty. In addition, the way the property cycle 

works, by the time you applied and when you get the rights, the market could be 

completely different, thus, timeframe is a major problem. 

Interviewee 8: Another challenge when differentiating between residential 

developments is the target groups, playing in affordable versus the conventional 

market space. And a big challenge in the affordable market is the indirect cost 

associated with bringing stock to the market. Such as the professional fees such as 

engineers that might not bring down their fees despite it being the development of 

affordable housing etc. They would charge the same fees for a development in 

Rondebosch versus Camps Bay. Also areas which have land that is attainable for 

affordable developers rarely have infrastructure. This still feeds into the financial 

feasibility and it’s an Indirect cost pushes the percentage of fees higher and it’s 

something you can’t get away from in the affordable housing space. The problem is 

that, from a financing point of view, the feasibility would be scrutinised by a finance 

institution and they would want to see the financials make sense and they are looking 

for a margin which limits their risk and exposure, and they would apply the same 

assessment criteria to an affordable housing developer versus market rate housing 

developers. Affordable housing developers do not get any incentives for developing 

affordable stock; they get the same treatment from banks, Eskom and government as 

the private market driven developers. No rules are bent for us developing affordable 

housing in the Kuilsriver or Blue Downs area. We are subjected to the same process. 

They apply the rules the same way across the board. It’s a major stumbling block for 

affordable residential development in South Africa and Cape Town. 

Interviewee 8: Challenges with finance from a residential perspective is the financial 

institutions have certain boxes that they must typically tick with any developments and 

finance applications given the risk. From the commercial property finance side, they 

need to give you money to bring the development out of the ground, say it’s a multi-

storey block like walk-ups; they would have some type of criteria in terms of how and 

when they give you the money. They look at risks and they would look at it and decide 

at any particular time to limit their risks whether it’s in Camps Bay, Blue Downs or 

wherever. They would more or less say that they would only give 65% of finance to 

bring the development to market. Say it costs R100 million, they would first want you to 

spend your R40 million first and then they would start releasing the last R60 million. But 

they would provide criteria in terms of how you should spend your R40 million first and 

then they would release the R60 million on top of that They will say upfront that you 
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must achieve a certain level of sales in the sectional title block. Say 85% of units must 

be sold, then they will release the money because you proved that there is a market. 

Or another route is you must achieve a certain number of sales to cover the money 

they lend; if you are unable to, they take your building.  

 

Interviewee 8: Rentals, however come about in a different way. You need to show the 

commercial rents given the cashflows. If you are bringing this development into the 

market, you need to show them that the cashflow would sustain that loan they provide. 

You would typically run a cashflow for the multi-storey and show that the units are 

generating a certain rand per unit per month. They would then calculate your 

potential income versus how you would service your loan amount required. They will 

only expose themselves based on a projected cashflow. If you can only service R50 

million then there’s no way, they would provide you with a R60 million loan. They would 

drop the loan amount if the rentals can cover the costs.  

 

Interviewee 8: I’ll give an example of some challenges. The Zandvliet sewerage 

capacity problem, bulk infrastructure, big road and rail reserves which are 

undeveloped in the area. The reason why it’s not developed is because government 

don’t have money.  The developers of Bardale had to build the Saxdowne Road which 

cost almost R3 million per kilometre. The whole thing must be built; let’s say it costs R50 

million. But the development charges department has nothing to do with roads and 

stormwater, they just want their money. But, here’s the thing, as a developer in the 

Southern suburbs, you can’t build new roads the roads are all there. That guy pays the 

same development charges and doesn’t have the Saxdowne Road issue. They don’t 

have big land development parcels; they will develop below the development 

charges requirement. But the city don’t want to assist and flag this as a problem, 

because they not assisting to get the policy sorted as it’s not working, this is why things 

are happening so slowly 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

 

JK: And by requirements I’m referring to the approach (mandatory, voluntary, or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

 

Interviewee 8: I take more a positive point of view to this argument, as an emerging 

market guy, I say it’s easier to do business in a conventual market than an emerging 

market. But my instinctive answer is yes, the market would get affected, but the market 

would adapt. It depends on how the responsibility shifts. What happens is that policy is 

driven from national government and they have a more pro-poor perspective. 

Whereas the opposition is not necessarily pro-poor, but they won’t come out saying 

they’re not pro poor. Essentially, you can’t take implement inclusionary housing and 

pass all of that costs onto the developer, but reduce their income received. You need 

to provide the developer with a carrot or some form of incentive. Like if its costs you 

R1.5 million to build then government should forgo development fees for the 

inclusionary housing developments. 

 

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

 

Interviewee 8: The opinion could be argued that there are only a specific amount of 

people that earn a decent wage given our gini co-efficient. The masses are sitting in 

the affordable housing space, if you get your model correct, you will have more clients, 

compared to the guys in Bantry Bay which caters for its investment banks. If the market 

crashes, there’s no more bankers standing in line to take up that space. So, in terms of 

risk, there’s more clients in the affordable housing. 
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Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Interviewee 8: From a finance perspective, banks can discriminate based on area. 

Before 1994 South African banks had something called redlining. After 1994, 

government said it can’t apply anymore. I think a lot of times people view the market 

or capitalist system in a way that government must do what the market says, or 

capitalists says, and people argue that government don’t have money anyway and 

it’s the private sector who invests, however what people don’t understand is that 

government sets the rules and creates the environment to make money. Thus, they 

must create the policy environment to make money and live life and earn a living. 

Thus, the banks can’t discriminate against specific locations etc. or asks questions 

about this.  

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 8: Development charges is a big one and density bonuses, not just slums 

but density in terms of better density by reducing parking requirements. Especially, if 

you’re along the voortrekker road corridor, Woodstock, salt river, main road and close 

to a railway station. I think the profit sits in 1 or 2 unit developments in Sea Point area as 

the units sell for so much; but the guys struggle to get that extra unit due to the high 

parking requirements and building lines etc. in these areas, but relaxing parking 

requirements could assist with this. 

Interviewee 8: Also, there’s government housing subsidies coupled with a range of 

other housing finance products should be available for inclusionary housing 

developers to draw onto to make it viable. I think it would add up and make it viable. 

The statutory processes should be also be amended and should not be a blanket 

fiddle. I had many comments before when I was at the City of Cape Town. It’s almost 

like affluent areas put in the zoning scheme regulations to block what they don’t want 

in those areas. The laws are in place, and government can do this. Integration and 

inclusionary housing happens in other countries, but why not here. South Africa was 

like this before, but apartheid legislated us into this and we’re not legislating ourselves 

out of this. We write policy, but it can’t supersede the Act. 

Interviewee 8: Also, affordable housing in SA is beyond the free house, people have 

this perception and I have no proof, but I think there is a big chunk of people, but 

developers can’t come into this market due to the costs and all of the barriers to 

entry, but if things work out, you’ll have an endless supply of customers. There’s a big 

supply so many people living in parents’ backyard etc. 
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MSc Property Studies Dissertation Interview 

DATE: 12 August 2021 

TIME: 15:00 – 16:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 9 Development Manager 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 9: It’s quite funny, because if you look back over time, obviously at some 

stage, right or wrong, developers had more information than the market, due to that 

developers could put together developments that were needed and looked at arm’s 

length what the market wanted to buy into, however what you’re finding these days 

is that you’re dealing with intelligent knowledgeable market who have a good idea 

about what they like and don’t like, and that’s across the board of income bands, not 

excluding lower market segments. They’re all informed across the board, and because 

of that and the constrained market in South Africa, even though the rest of the world 

is booming, South Africa is in a bubble, we’re always in some form of depression, decay 

or recession or something. Due to challenges, due to inequality; so, what happens is 

that developers used to put together developments on that inequality bases by 

skimping on windows, waterproofing in some places, developers could cut back, and 

money was there to be made, but the market is more sophisticated now. 

Interviewee 9: They now want a full bathroom, tiles, granite kitchen tops, double glazed 

windows etc. All of these costs add up, so when putting mixed use developments 

together mixed-use scheme for example, you can kind of define what the residential 

component is going to sell for maybe R28k/m2 and now you’re left with a chunk of 

change because of the high parking bay ratios at 1.25 bays/unit; structured bays or 

basement bays you’re paying anywhere between R200,000-R300,000 and that does 

get included into the sales price of a unit, so what ends up happening is that the mixed 

use areas such as commercial and retail need to pick up that shortfall which you can’t 

sell on the units. That then defines the m2 rate for rentals which you use and to sell to 

the bank on a yield basis. That’s fundamentally where the problem sits, what the 

markets wants, what the developer can actually afford, what banks are prepared to 

pay and the fact that the building prices are sky high. The more South African’s behave 

like this the more it increases expenses. 

Interviewee 9: So, with the inclusionary housing topic, someone always wants 

something for free or at a reduced price, the City is to be blamed, not because they 

have a different angle, but if you lived in a first world country, the city provides the 

services to your boundary, but not in our case. In the past the city provided the services 

to your boundary, but now we need to lay services into the roads and do massive 

upgrades even into other areas that are not doing what we’re doing. So these taxes 

are added on to the costs of development, these costs are just adding and pushing 

up rates and taxes, and we’re losing out on the amount of people that can contribute 

to rates and taxes by not developing enough, we’re always talking about a lack of 

accommodation, but these taxes charged on everything from petrol to development 

gets put onto somebody else, developers want to develop, now they get requirements 
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to add these affordable units and it adds to costs; which means that you can’t break-

even so why develop?I think refurbishments is the future of South Africa and not new 

builds. 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 9: My view is that the city isn’t collaborative and not autocratic at the 

same time, they want everyone’s opinions, they don’t use everyone opinions, and 

afraid to make decisions. We sit in a country with heavy inequality, but sit with decision 

makers who can’t make decisions, they’re afraid to make decisions. I’ll give you an 

example. With District Six, why didn’t the South African government in 1994 make a 

stand to develop? The government moved people off that land, they didn’t do 

anything on it, it was left vacant. ANC moved into power, nobody’s done anything in 

over 25 years, guess why, the claimants have deaths, aunts, and uncles and the city is 

a dear in headlights and can’t make a decision as it would prejudice somebody.  The 

city’s inability to move is a problem. I have a small development 50 units, it’s taken me 

3 years to get the development rights and nobody makes decisions, you sit at the MPT, 

the advocate is given 6-8 months to respond, and when he does respond, there’s no 

way he remembers the content of the application, as he did 40 others in the time 

waiting, he doesn’t remember the case. I think administratively, we actually no way of 

doing this. Every private developer that want to make some money, buy a yield 

advancing property and reconvert it or just go and buy another property somewhere 

else in the world at a lower interest rate.  

Interviewee 9: I think government needs to come to the table, what’s their first goal, 

do we want to house people, or do we want to do the right thing? Stop being afraid 

of some of the bigger developers that have the ability to unlock district six and make 

some profit, because at the end of the day, people want homes, they don’t care that 

a couple of development companies are going to make a little bit of extra profit. It’s 

their way of including people into the tenders, but the city chooses to listen to these 

activists who have such a voice which slows down developments and 18-billion-rand 

worth of development is on hold. Developers will essentially walk away from the table. 

They fight them away from the table. Firstly, That’s our biggest problem. 

Interviewee 9: Secondly, we’re extremely politically volatile. Does Inclusionary mean it 

has to be in the same building? My opinion, no. If you want to have it in prestigious 

areas, which has protected values, like Clifton. To be honest, what is the point, even 

from the city’s perspective, to add a whole lot of low cost housing there? Because it 

would just bring down the rest of the properties and nobody wants that. The rates and 

taxes would dry up, the transfer fees that they make would go down. So, don’t cut off 

your nose to spite your face.  Let’s find a way to take some of the city land and develop 

them with money that we earn. Tax developers on each property that gets used 

elsewhere, don’t worry about the developer doing it on the site, again, the problem 

with the city is that they don’t have a mechanism to accept the money from the 

developer. Example, the bottom of Adderley street. The developer had to pay I think 

6 million. The city has no way of allocating that to any special fund, it goes to the city’s 

office and gets spent all over the place, on whatever, so therefore, that money gets 

lost in the system. They need to find a better way to distribute that money where you 

can select a parcel of land and 18 developers contribute 5-6 million. You’ll have about 

100 million and can build 300-400 homes on that site and make it a little precinct, not 

out of area. I’m talking here in the city limits. But with the notion of building portside, 
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you know building a 25-storey building in the City of Cape Town and you have the first 

10 floors as inclusionary and the rest as luxury. Firstly in South Africa, that removes the 

value out of it, secondly, are you allowed to have entrances on separate end of the 

road based on affordability? That’s inequality at its worst. Luxury unit occupants walk 

in on the one side and affordable unit occupants on the other side. On every corner 

we’re going to argue about the merits of it.  

Interviewee 9: Now the way for me is if the city unlocks 7 portion or packages of land, 

comes to all of us to come up with solutions. Are any of it being built? No. Any of them 

being awarded? No. Why? Oh because, it’s not B-BBEE enough, or there isn’t enough 

funding or this or that. We need to stop that, we could have had 2000 houses built 

already, if they awarded it in the normal channels, you know, unfortunately every 

society has got its pyramid, the very wealthy guys at the top, very poor at the bottom, 

we just need to find a way where it doesn’t only benefit the biggest developers. Bigger 

developers can manage the process, but doesn’t have to develop everything. They 

can have 10 subcontractors which are predominantly from a disadvantaged 

background and each of them can be trained by the bigger development 

companies that charge a small lesson fee which make business sense. Let’s say the B-

BBEE company comes along and comes to me and says let’s build 100 homes and 

he’s happy for me to take 10% of all the profits, and I say fine, the city should be happy 

with that. That was in an arm’s length transaction and I agreed to the fee that he was 

willing to pay me. Why must the City intervene and come up with the structure for us? 

So, these are the nitty gritty, as soon as you get into this contractual stuff, the city isn’t 

clear in what they want. They’re muddled, they intervene, and we sit for 3 years and 

people lose interest and it all costs money and time. So, I think those are some of the 

major hurdles, we can dig into more, the point is we’re not even democratic.  

Interviewee 9:  The residential area where live in, I’m allowed to do a triple dwelling, so 

I went to do a double dwelling. I went and applied for it and I was forced by the city 

to send it to 185 houses around me via registered mail. R12k for it, sent it off, only 1 

objection. Two and half years later I finally got my rights, now where are we democratic 

if in the sense that 185 people got to make a decision and only 1 objected. And that 

guy was able to hold me up 2.5 years. That is where our problem is sitting, is that what 

they call free and fair, it’s not. It’s lopsided to the 1 guy that has a voice, but the 

majority of the people were okay with it. That in itself is a problem and where we are 

sitting, if the city wants to dictate, the private guys aren’t going to pay. If the private 

guys come forward with ideas, the city isn’t going accept as it will prejudice one or 

two vocal groups. They’re only scared of the vocal groups, they’re not afraid of the 

whole of Ottery saying please, build the 1000 units. We need homes and want to live 

here in Ottery.  It’s like the city wants to put rules on everything. That’s going against 

the merits of what they call inclusionary, having 300 units literally next door to an 

expensive unit, like in Sandton and it doesn’t change the value.  

Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Interviewee 9: Sixty percent should be based on location. That’s the rule of the game. 

The guy that lives on Voortrekker Corridor has access to everything, food, shopping, 

churches, transportation. Everything resolved for him. However, if the developer 

chooses to do a development in outskirts, say Durbanville hills, and he chooses to do 

inclusionary housing because he knows in that particular area, he knows of 100 families 

that want to work on the farms, but also want to live close.  That’s a targeted approach 

and I’m okay with that, because if there’s mechanism in place and he can get the 

additional development rights from the city. There’s got to be a bigger benefit to the 

developer, all services are put in place and given extra rights and for that he’s be able 

to build at cost prices for those units. Then he make profits elsewhere as if he never built 

those units. The simple target for me is always reverse sell all of those things. If 
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inclusionary housing is going to pay for R3k/ month x 12months. This equates to R36k, 

let’s call it a 9% cap rate or 10% for fees, that equates to R360 000. Now what can I 

build for R360 000? Again, the city comes and stipulates affordable housing needs to 

be 3 rooms 47m2 etc, but hang on, we building micro units for our people, why does 

inclusionary housing need to have 3 rooms. You know, I can’t argue about that, 

because I understand why, they got moms and grandparents etc.  So I’m not going to 

argue on that, but my point is why is it that the developer can’t target his own market? 

He builds out in the Durbanville hills, and he happens to build 25m2 and 50m2 units, it’s 

his prerogative. And he can get the R3k/month and he can build for R360k on those 

units, good for him. Why must anybody interfere with that? I think 60% should be 

targeted, the City should be encouraging this through the 12J schemes or UDZ or other 

different scheme to encourage developers to build these things. If a developer 

chooses to develop on the outskirts, developers should be able to choose on his own 

mechanisms for that.   

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

 

Interviewee 9: Yes, specifically like in HPOZ areas. So, areas like Woodstock and Salt 

river, Sir Lowry Road, Albert road etc. They sent out heritage specialists into the area, 

and they said along these corridors, we’re going to protect the buildings in these areas 

and developers must go through a process. I think that they targeted say 60% of 

Voortrekker road. I think they could have a massing model or 3D box of rights within a 

corridor that would allow 30% additional rights, and this can then be made available 

to developers to build in this box. any style of design, and if you build in this box without 

deviations,  a 6 months process is guaranteed with the condition that the city will supply 

the services to this site, I think you’ll have a high demand within this corridor, because 

everybody from day one would know what they are getting into.  With regards to 

public private partnerships, I don’t think many private entities would partner with the 

city because the city is politically driven. The turnover rate is astronomical, and the 

work ethic is very low. Also, the chain of command is very loose, and nobody is 

accountable to anything. In the private sector, and the banking world, we like to work 

within the realms of what we know and what we understand. So many unknowns in 

South Africa, because every day you just don’t know which manager you’re going to 

speak to. So, there’s no clear thought or line of site. So, I would never partner, because 

their structures are obsolete and don’t cater for anything new. As soon as you come 

up with a solution for a problem then it doesn’t work. But the most important thing for 

me is that if you do anything with a social housing partner in South Africa, is when they 

strike, and riot and your private building will be in the line of fire and burnt down. That’s 

a unique problem in South Africa and nobody wants to deal with the City. So that’s a 

big point for me. 

 

Interviewee 9: Also, if the city has a budget every year for housing, as the year goes 

passed, the storms come and shacks blow away, they have to use funds to clear 

shacks, the fund for housing decreases to half, half the year is gone, and the money 

is not spent. And other budgets used elsewhere. Now I would take that money and 

give it as a grant to the developers as an equity component. For 500 units or 1000 

units. Better yet, give it to smaller B-BBEE companies, or young emerging companies 

with little bit of experience. Why can’t the city give you the equity to start the projects 

and allow you to sign surety with your mates and whomever and go to the banks. 

The city gave you surety or equity up-front and you’re able to get those units built. 

Now that’s a better way to be doing it, it is creating jobs, encouraging younger guys 

that are enthusiastic, now educated and experienced to go and replicate this time 

and time again, 20 unit, 40 units, and run it with a management company. They can 

also get a locum/ professional team to clear the backlog where they mostly cater for 
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students. Or even have a jury system, where the merits are discussed, this envelope 

that we spoke about, that could be a solution, and the city relies too much on itself. 

MSc Property Studies Dissertation Interview 

DATE: 13 August 2021 

TIME: 09:00 – 10:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Tittle and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 10 Researcher: NGO 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 10: I think one of the biggest challenges are the costs of land, government 

and social housing developers can’t compete with the private sector to buy and 

develop this land. The residual value of land is based on the highest and best use in 

terms of what the market can absorb. So, if a company comes in and offers to buy 

land to develop bachelor units at R1.5million and R2.5 million for 2-bedroom unit. The 

landowner will most likely sell to the private sector developer rather than an affordable 

housing developer who wants to develop units and sell them at R900, 000 a unit. Thus, 

the landowner would get more for land from private developer as opposed to social/ 

affordable housing developers; this perpetuates and re-enforces the spatial inequality 

inherited from the past and is a major challenge. The state also has a role to play to 

mitigate the unintended consequences of the land use planning processes. There’s 

some people who feel or believe that you shouldn’t regulate the planning system due 

to market supply. Let the market do its thing and allow people to filter up and down 

on the property ladder. But I don’t think this really happens. 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 10: I think the first thing needed is to clarify the rules of the game and avoid 

speculative buying of land for re-development. I don’t believe that the market is fickle 

if the rules of the game is clarified. Let’s say government takes all of the extra 

development rights and says it comes at a cost, similar to the development charges. 

Government can say they are giving development rights away without conditions, but 

going forward, this is how the rights would be conditioned. The markets will adjust. But 

right now, nobody knows the rules of the game and there is lots of speculative buying 

and it’s creating unsustainable forms. 

Interviewee 10: When it comes to the mandatory or voluntary approach, I think it’s all 

going to be determined by the definitions and land use planning provisions in place. 

Can the City offer the provision of mandatory supply? Yes, they can, and they’ll realise 

that they supplied development rights that nobody capitalised on and then they’ll 

realise they made the land too pricey for others to come into the market. Developers 

will approach landowners with inclusionary housing requirements and drive land prices 

down. The land prices will adjust. Land owners don’t determine the price, it’s the 
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valuers and they get incentives based on what the property sells for. Valuers are driving 

markets and prices. There’s a number of factors that the city should consider such as 

the pull and push factors and what they could leverage. Such as the Voortrekker 

corridor; the city supplied development rights, but no developer came to the market. 

Developers said they want land along the urban edge instead, along the west coast.  

Interviewee 10: The voluntary approach is currently under SPLUMA, inclusionary 

housing areas can be added and other principles that speak about spatial justice 

which are required for land use planning decision making. These things should be 

seriously considered. Why officials are not confident to make conditions on planning 

applications is because there’s no policy to make these decisions. Developers are 

saying they can’t apply their minds because there’s no clear rules of the game. So, 

when voluntary becomes a necessity, it’s usually when housing activists object to 

planning applications, delay the decision-making processes and brings processes to a 

standstill which comes at a holding cost to the developer etc. One must choose to go 

all the way with the process and to mitigate the objections you must be willing to offer 

what is within your cost framework. What housing activists are doing is getting 

everything on paper in black and white. 

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

Interviewee 10: Ultimately, the approach must be logical. I think there are trade-offs 

that must be made. I use the example where CoCT leverages additional development 

rights to secure inclusionary housing within inner-city areas of Woodstock in Cape 

Town. As the starting point, let’s look at what value are we creating by issuing these 

development rights and how much of that value should the public sector claim and 

what’s the remaining value held to make the development viable. So, say a developer 

comes in with a land parcel that’s currently accommodating 4 storeys and wants 12 

storeys, that’s 8 additional floors and the value of 8 additional floors. If that land was 

bought at R20 million, land price is fixed, but how much additional value is being 

created above that R20 million? So, say each floor takes R5 million each and residual 

value, the remaining 6 floors might be R5 million each, to cover profit and costs, based 

on a simple argument. So, say the 6 additional floors creates R30 million, the state says 

they’re willing to take R10 million of additional value, so how much affordable units 

can be created from using R10 million? The cost price of developing multi storey 

development is about R16k/ m2 so to build 43m2 you’re looking at R700k then divide 

R10 million/ R700k then you’re sitting with about 8 or 9 units or more than 10 units. The 

point is, the 10 or more units will be fully subsidised, they can accommodate people 

who are earning nothing, as it’s the states money, but then if you want to create more 

units, instead of having 10 units fully subsidised, what if we double or triple it (30 units), 

this means those who earn nothing can no longer qualify, but you’ve created more 

units for those in the gap markets. So, the trade-off is, do you want more units for more 

people? Or do you want less units for the lucky ones? That’s the difficult decision the 

government would have to make. 

Interviewee 10: Besides that, as well, what’s good for the market? Are you going to get 

10 units for the few or target the market to see the opportunity which lays within the 

GAP market? I think there’s people who currently benefit through FLISP and would 

have to re-adjust to see this as the primary market to supply, instead of seeing it as the 

secondary market. The primary market is bank financed and is only less than 10 

percent, but the lower market is currently not receiving attention from private sector. 

But with inclusionary housing they might get the opportunity to become the market 

which is targeted as a norm and get attention from private sector instead of being 

second best. Thus, if I was a local government official, as a start, let’s try and see how 

much units we can produce to maximise or exhaust the market under the FLISP and 

also by doing so we are gaining experience in a way to say that the long-term 
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objective of the programme is to reduce the residual land value. If the Government 

subsidies are at a point where they can compete and join the capital from the value 

created by development rights and be in a position to deliver affordable housing in 

the inner-city areas, then it’s also an equally good outcome. Instead of fighting for the 

lower end of the market, one needs to think about how we can learn a bit more, about 

how this is playing around. We have existing subsidies to cater for the lower market, but 

the next plan of action is to think creatively about how we bring these subsidies into 

the private market to have a win-win situation. 

Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Interviewee 10: I see what you’re saying, one of the issues as a metro, you have multiple 

nodes. You have Claremont, CBD, and Tyger Valley. The question is what is the 

average income groups one might find within those nodes? Where are the workers 

coming from? So, at this moment I think the activists targeted Cape Town CBD to prove 

a point. They said you have so much traffic coming into the CBD, and this traffic is 

carrying people who contribute to the economy; the average of those citizens spend 

40% of their income on transport costs, they don’t have decent accommodation and 

spend on average 2-3 hours travelling to and from work, that kind of life isn’t 

sustainable. They don’t have time to spend with their kids, and the 3-4 hours sitting in 

public transport could be very valuable to spend with their family and kids to help them 

grow and mould them. Also, access to other benefits such as schools’, hospitals, etc. If 

that could change, that’s a benefit. So, one would have to look at these nodes and 

say what immediate catchment area could we accommodate in terms of inclusionary 

housing to solve the situation. But it doesn’t mean the city should stop taking measures 

to attract capital investment into the township economy, because there’s also 

economic opportunities and job creation taking place there, they should be 

considered as future nodes. There’s one thing to address the symptoms of the 

inequality that is characterised within the city and this is by making provision to those 

people who are spending 40% of their income on traveling via public transport. These 

people would take on the opportunity to live in Sea Point if they are working in Sea 

Point and their kids could go to school in Mowbray or even Sea Point as well. 

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 10: I don’t believe in incentives; it is going to kill the market. The more you 

incentivise the more property valuers would factor those incentives into the land 

prices, and it would push up the price. If you think about the UDZ, it’s a tax incentive, 

did it make it better? It pushed the residual land value up and it did not target the 

affordable housing market, it was for developers to make even more profits. Can the 

municipality afford to give more incentives to developers and what might that look 

like? 

Interviewee 10: What developers are simply saying is that I had a discussion with 

Deon from WCDF and the only incentive is that the state should buy our products. 

The question then becomes, what about these additional development rights? And if 

the state was to get their ducks in a row, and really clarify some of these issues about 

the value in the additional development rights and who those values belong to; is it 

not great opportunity for them to use this as an incentive? Just as before it was gifted 

to developers. A classic example is the Mall of Africa, in Johannesburg. They went to 

the city of Johannesburg and asked for the basket of development rights. It became 

rights in land, and they opted to sell the rights in value under their ownership as a 

lease to developers and then they leased the rights to the developers on 99 year 

lease and developers who came to buy the rights made a return on it. These guys 
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managed to sell and make millions on returns. Century city also applied for a basket 

of rights, to develop the precinct in phases, and the developer bought the remainder 

of the basket of rights. Something the state provided for free to the developer, so 

there’s something fundamentally wrong about how the state is treating these rights. 

This practice needs to change, there’s something they can leverage, whether it’s in 

the form of an incentive, or not, but that’s how they can do it.  

Interviewee 10: Another point I’d like to raise is the point is about objections. People 

are objecting from various viewpoints. I got a good example from where a civic group 

objected to a private developer in the CBD of Cape Town and they were objecting 

for a good reason; saying they’re being gentrified out of their community, but none of 

their children can afford to live there. But the issues arises because they own these 

properties, but those in the community are not opting to sell to others in the area. The 

mother or father passes on and the children are saying they need their fair share and 

choose to sell. Then developers offers them a lot of money which they can’t refuse, 

more than the property market value, based on development potential. We asked if 

they would support it if the cost of property was brought down in the area, they said 

yes. They could join up forces with others to resist change, because they don’t benefit 

from this and they can come in with other guys from a heritage perspective, but there 

is a failure to understand the things that help people to amalgamate to resist this from 

happening. 
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MSc Property Studies Dissertation Interview 

DATE: 13 August 2021 

TIME: 11:00- 12:00 

VENUE: Online (Microsoft Teams) 

 Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 11 Director: Development Company 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 11: The biggest issue would have to be the slow pace of rezoning 

applications. We almost have a policy in the company where they won’t touch sites 

requiring rezonings at all costs, but it happens. Planning takes approximately 3 years 

with objections and appeals from our experience, by the time rights are acquired 

market is gone or slow Example: Our Development in Paarden eiland, we looked at 

the structure plan, and land was demarcated in purple, and I bought it on the basis of 

its development potential, in other words, everyone said for years that we need 

residential developments in marine drive, close to the city, close to work opportunities 

and a MyCiti bus route.  That’s why they built the MyCiti in the first place, screaming for 

development etc. We were bidding against others who wanted to develop as well. 

We buy the property at a yield of about 9% / 9.5% and valued at 20mil, but because it 

was a 55000m2 site, zoned GI2, which doesn’t allow for residential use, but the bulk was 

18000m2 or something, FAR was huge. Could have built a monster building, but 

industrial demand for high rise buildings is low, due to the nature of their activity. But 

we have the site and the bulk, but we need to rezone. We visit the city, do the disaster 

check, we meet with the town planner, with the 5 key players, urban design, transport, 

engineering etc. Give a block diagram, we have ground floor showroom, plus 2 floors 

parking and residential above, with some office above. Live, work, play. The guys were 

happy, dreams come true, SDF says mixed use intensification, and had more meetings 

with others that didn’t come to the pre-application meeting. They agreed too. 

Cheerleading squad saying go go go. Backing us. Fine, based on this, we paid R35 000 

000. We then bought the site for a 35% yield based on its development potential.

Horribly overpaid. Didn’t buy it subject to rezoning, but straight-up as required by the

sellers. Sellers wanted the money and that that’s. Started the planning process, but

about 10 months into process. Was in public transport zone. Area was zoned PT2 zone

etc. Minor amendments required, but all of a sudden there was some division in the

city that suddenly put the brakes on this development. Not sure who it was. Instruction

came from someone. Not sure who, but put the brakes on developing in Paarden

Eiland. Asked guys what happened? We put in the application, carried on with the

process, but instead of the pre-application response being in line with policy etc., they

all wanted affordable housing, studios and 1-bedroom apartment renting at 8– 12k a

month. Not affordable in the government context, but affordable in the commercial

context. Reports came back saying it was going to cause problems. Received 2 or 3

objections. One was boat builder company, about how Paarden Eiland will change

forever, will change from industrial to commercial and they would have to move

further away, etc. But it’s all good, we get that, but all that we’re interested in is the

strip along Marine Drive. They wrote a negative report and the application went to

MPT. Up to this point, inclusionary housing is not a policy, it’s not required in

developments and at the moment it’s off the table. MPT and planners need

justification for this. When I did valuation and consulting in New York, I was exposed to
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their housing and urban development agency. They have inclusionary housing 

requirements, a section 8 tax allowance, if you do a development, you pay tax on the 

building, but if you provide inclusionary housing, they give you tax break and it’s an 

advantage to developers, due to the tax break and they make developers money, 

thus they develop it. You have a 300-unit condo, with 10 aimed at the lower market 

segments. They use a lottery to determine who the occupiers will be, on the day, they 

have 10 units available and they draw the lucky numbers. There’s lots of different 

inclusionary housing programmes across America. Some use density bonuses, but for 

the extra density, they want inclusionary housing.  

Interviewee 11: I like what the activists are trying to do, they are driving the city to start 

doing this. I got hold of some of the activists, had meetings with them, and got to know 

them. When the project came along, I said let’s talk. Played open cards, here’s my 

plans, planning and QS report, how do we make this work? I need this as a developer, 

high end 35% margin due to the high risk of sitting with a 10-million-rand house for a 

year whereas if I was doing 1 million-rand homes you’d sell faster. That’s the middle 

end, 25%, and lower 15% -20% margins. Here’s the land, here’s our construction costs, 

here’s our rental on yield and in our company, we want 10% percent return on money, 

but we’re offering to accept a 9% something return.  We engineered it, but how much 

can I afford to give you looking ahead, and still looking at a return for us to work with. 

If you force us to provide 20% units and the city forces us, you will win, but I’m not 

spending 400mil, I’m gone, and no inclusionary housing will be built ever. The activists 

understood this, but they weren’t finance specialists. They got someone to look at the 

numbers and they concluded that we could probably afford to provide afford 15-16 

units at R1000/ month, but we can’t work with this. I said give me R3,000/R4,000 rentals 

and add a sunset clause to ensure management is not an issue after 20 years. When 

rent control happens, it can become messy. In New York, I’ve seen scenarios where 

the initial tenants need the affordable units and pass them on to family. Then years 

later you have a situation there are wealthy tenants living in affordable units, but the 

current occupant is an investment banker and they stay living there. How can you 

manage this and put them out? This becomes messy. Adding a 10-year deal sunset 

clause could help. After 10 years, it’s over. Reverts to free market rentals and no 

problem and headache for the remaining time. That was the solution. As long as the 

solution allows the developers to do what they need to do to make money and 

incentivise them to create inclusionary housing then it’s a win-win. There is a way 

forward to make this work. 

Interviewee 11: We then took the report to MPT with the activists supporting this 

development, but MPT said they want to approve this, but the report was so negative, 

and some objections were arguing that it wasn’t mixed use enough. MPT said go back 

and adjust some of the condition’s council wants. We went away, we upped the 

commercial, but they said we have too much parking. Right now, in South Africa 

amidst Covid, the market isn’t there. We’re not rushing out now, we’re waiting. Out 

approval is valid for 5-years. In the fullness of time, it should get done. So, the planning 

process took us a total of 3 years. So, the development rights and land production 

process is definitely the problem. There should be a department in government where 

you could go to as a developer to fast track and make things smooth, to cut red tape. 

They supposed to work according to pre-determined times. What can we do as a 

developer to make them do it? I’m not their boss. Can’t force them, this is a big 

problem. 

Interviewee 11: Development charges (DC’s) are also an issue, but we understand 

them. I don’t have an issue, we can calculate them and it’s easy to know how we must 

factor them into the feasibility. When we calculate value of the land, highest and best 

use, we have a piece of land, we want to do a development on it, we do a residual 

valuation. We include all these costs in the value of the land, we all know that number, 
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the guy that sells the land knows this. If I go to the marketing people to ask how much 

I can sell for and work my way back. The return I want is linked to the risk. More risk more 

return. But I have no issue with development charges as the city will fall apart without 

those contributions. 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 11: This could potentially slow down land supply. If we look at the way DC’s 

impact land value, it’s a direct deduction off land value and another element being 

added by inclusionary housing as a cost, if it isn’t matched by incentives, such as rates 

and taxes such as in the USA or give development rights that match the costs as it 

directly impacts the land price. Landowners could decide not to sell to developers 

who have to develop inclusionary housing due to the decrease land value they 

receive, they might rather sell to other developers as the highest bidder wins. If the city 

does this policy and says that 5% must be provided. Developers would take this off from 

the land price and the land owners selling price. I paid 20 million for the land, and now 

I need to write 10 million rand check for inclusionary housing. Is it fair? Probably isn’t. 

But the city has a sensible way forward to encourage developers to supply inclusionary 

housing in developments.  

Affordability JK: Which income bands (i.e the lower, middle or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

Interviewee 11: From a personal point of view, I’m not talking about the street sweepers 

and maids, but cops and nurses etc. These people should live closer to places of work, 

so definitely middle to upper gap market.  

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 11: In New York, USA, this is voluntary, but they have both mandatory and 

voluntary, it’s complicated. But they have incentives so good developers come 

forward and take them as it’s an advantage for them. You want that at the end of 

day. At the end of the day, if it doesn’t have the desired effect, in my view, it probably 

won’t have the desired affect if it’s not mandatory. But if it’s a wash, if it’s a 10million 

rand inclusionary housing requirement and I get the bill, and it comes to R0, but this is 

essentially a social issue and I’m expected to do this? Nah, but my right-wing 

colleagues would tune me. We need to encourage developers to provide inclusionary 

housing, but not beat us. We shouldn’t be forced and have to pay for it. I’ll then go 

into logistics warehousing where I don’t have these issues. Dis van self sprekend. 

Otherwise, the policy must allow developers to make a contribution, in lieu fees could 

work because it’s less risk for the developer and reduces management issues. There 

could be a fund and be managed and executed properly. The city can find a site, 

they can develop elsewhere and give us a check to pay and we write the check. 

Almost like DC’s, that doesn’t affect the long-term feasibility.  
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MSc Property Studies Dissertation Interview 

Date: Friday, 13 August 2021 

Time: 14:00 - 15:00  

Venue: Online (Microsoft Teams) 

Attendees: 

No. Name and surname Title and Organisation 

1. Jason Knight (JK) Researcher: UCT 

2. Interviewee 12 City Planner and Researcher: Non-Profit Organisation 

3. Interviewee 13 Lawyer: Non-Profit Organisation 

Topic/ Key 

Theme 

Questions and Answers 

Challenges JK: What are some of the major challenges when undertaking residential 

developments in Cape Town? 

Interviewee 13: Okay, well, I'll give it a go, I guess one major challenge is the availability 

of public land, so leaving aside private land for a second, when public land isn't made 

available it becomes a challenge. In some instances, the bids that were made for the 

11 sites. Where you know, a public call for proposals is put out and the private sector 

actually does invest a lot of time and money into realizing these projects, and catering 

to the requirements that the state whether that's city level, or whatever has put out. 

And in the end, either the project doesn't go ahead or like in the case of the 11 sites, 

those proposals were just never opened. So, there's a complete lack of confidence, a 

waste of time, and money and resources in the end. Which I'm sure damages the 

confidence of the private sector and the likelihood that they will pursue those projects 

in the future. So, that's on the on the one side. Then on the other side, maybe 

challenges with the development of affordable housing in private developments.  One 

of the major challenges is the lack of certainty, lack of guidance, and specifically what 

we've come across is, it’s actually seems like it's easier for more units to get built. But 

uncertainty around the management, the custodianship for long term stewardship, 

and the sustainability is actually maybe definitely one of the major challenges. And I 

guess, another challenge is just huge range of the private sector that don't see it as 

their responsibility to provide affordable housing and just doesn't engage with it at all. 

Interviewee 13:  I think the uncertainty part is probably the main hurdle from the private 

sector, or from the developer’s side. And I think that has some elements. So, it's even 

just, you know, what is considered affordable? I mean, remember, inclusionary, 

housing, has a very vague reference in the MSDF and district plans. And in a way, you 

know, what we were able to do is conjure up something with a very vague meaning 

into something and just provide a little bit more clarity on it. But without any policy 

guidance it remains a grey area. 

Interviewee 12: Okay, great. Just to add very quickly to the question, just to say that 

one thing we didn't touch on is just the extreme high cost of land in the inner city of 

Cape Town. One of the conversations that I had with a developer who does 

affordable housing in Durban, indicated that land costs in the inner-city of Cape Town 

are 400%, higher than in the inner-city of Durban. And so, they had to adjust their model 

and they do illicitly affordable housing. And that's the model that they would like to 

work on. But in Cape Town, they simply can't make that work. So, they deliver inner-

city market related housing to their customers. And also, the lack of direction from the 

MPT itself adds to the component of uncertainty. We acknowledge how challenging 

it is for developers. I think when we come to the MPT or even the appeal space, and 

an experience that we've had is that the MPT will send the developer and ourselves 



200 

back to find the solution. This is as opposed to taking the burden on themselves to 

figure out what a fair physical contribution would be and imposing that as a condition. 

But leaving the onus on the developers and ourselves to figure that out and opening 

things up into a realm of private negotiations; I think is also a major challenge for 

private developers to deliver on affordable housing. Because, again, lack of clarity is 

not an efficient way. And there's a lot of other reasons, I think which are challenges, 

but definitely the cost of land as well. 

Property 

Market 

JK: How would Inclusionary Housing (IH) requirements affect the residential property 

market in Cape Town?  

JK: And by requirements I’m referring to the approach (mandatory, voluntary, or 

targeted), instrument for implementation (as a condition of approval or using overlay 

zones), threshold triggers and size of IH contribution.  

Interviewee 12: First, I'm going to give a much broader response to that specific 

question and just say that in our post-apartheid context, it would be much more of a 

risk to continue on the current development trajectory which entrenches spatial 

inequalities. But, you know, we have had a lot of conversations about disincentivising 

development specifically in two ways. One, by disincentivising residential uses and two 

by disincentivizing development in specific areas. Then there's also a big concern 

about disincentivizing well-located housing and with that, we think that the recent 

position on the Western Cape inclusionary housing policy framework is quite a good 

approach which would avoid disincentivizing. This can be achieved by capturing a 

contribution from developments during the Covid-19 period and then those 

contributions are directed towards well-located affordable housing. So, again, I think 

disincentivising development in different ways is a is a risk, concern, and an important 

thing to grapple with. But it's absolutely possible to overcome those. And again, that's 

why it's important to look to the places where this mechanism has been in place for 

decades. I mean, in America they have I think 50 years of experience now which we 

can learn lessons from. Like in which cases did markets go down slightly and in which 

cases did it disincentivise development and how we can overcome that.  

Interviewee 12: And if you look at the timing of the call for private developers to supply 

inclusionary housing now, this is almost the riskiest time for developers. So, when the 

actual policy kicks in, that should provide more certainty and less risk for developers. 

So, the fact that developers have continued to develop in the way which they have, 

obviously giving consideration for the impact of COVID-19 but, even if you take the 

time before COVID-19, development still continued, despite threatening to take their 

investment elsewhere. And I think it's important to recognize that it's just a bit of 

resistance to accept the policy, and I don’t’ agree with the fact that it would create 

a cooling down period because if that was going to happen, it would have happened 

in the highest risk, highest uncertainty setting for development and development did 

continue. But if that does continue to be a huge risk, Cape Town could always adopt 

one of the strategies that the City of Joburg used where you almost have a phased in 

approach. So, they had about a six-month period where the policy was phased in. So, 

with all of these challenges, it's absolutely possible to find ways to create a really well 

designed, well-functioning policy that supports development. 

Interviewee 13: I also think what we've seen that some of those considerations, like 

character of the area are often abused. So, one particular example was an 

inclusionary housing contribution requirement in a high-density development and the 

residents gathered up and there were over 1000 objections arguing that it will erode 

the character of the area. I think if you have to look at it from a cost benefit analysis 
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and the impact of our current development trajectory, its spatial form is completely 

unsustainable. You need an intervention, you need radical interventions, to stop that 

from happening. And so, it's about the weight that you give certain considerations. 

Affordability JK: Which income bands (i.e the lower, middle, or upper-income bands) within the 

‘Gap’ market should be targeted for IH developments in Cape Town and why?  

Interviewee 12: Obviously, the main risk we're concerned about is units being delivered 

right at the upper gap. That's clear. But one of the huge risks of basing the spread on 

a sub-market analysis is the extreme inequality, especially the inequality in our cities. 

So, if you do a market analysis of the Atlantic seaboard versus Mitchell's Plain, it's a 

completely different reality. So, to say that inclusionary housing units on the Atlantic 

seaboard should be based on what people are spending on housing in the area could 

really lead to a situation where you actually aren't increasing access to affordable 

well-located housing for people that are kept on the outskirts of the city. And again, 

the American model which uses the area median income type of approach; we don't 

feel it suits our extremely drastic context. Especially where we have such high 

inequality. We really don't feel like that would do enough to disrupt the market. And 

with the Western Cape inclusionary housing policy framework what we had submitted 

in our comment is that the spread across those bands should be proportional to the 

incomes across the city. Not across a specific area, so that you're actually responding 

from a broader view of the of the city as a whole. And then you're really making units 

or homes more accessible to people across the city within a high-end area. And our 

position would be this even if it meant that we would need to compromise for less units 

as it's important to prioritize truly affordable housing based on what people actually 

earn in Cape Town. 

Interviewee 13: Some developers, one developer in particular was extremely 

amenable to negotiate with us to the point where we were just like, wow, this guy is so 

nice. When you're talking about the segments of affordability, we played around a lot 

with those specific numbers and eventually got to the point where we he was willing 

to provide like, I forget the exact number, but it was like 30 inclusionary housing units 

at like R6,500 rental and we said we would rather have half the amount at a lower 

rental; so, 15 units at R3,500 and he accepted. Then we eventually withdrew our 

objection on the basis that he would do that. So, I think of course you get the 

developers, this this guy who was an amenable person, but then you also get the 

developers who are not. 

Location JK: Would you say that certain areas in Cape Town are better suited for IH 

Developments? 

Interviewee 13: I mean, we've definitely seen that. But I do want to say something 

upfront and that's actually something that one private sector planner sent to us. It's the 

nature of planning generally and it's a community exercise and there has to be a level 

of engagement with your surroundings and discussing with people in order to go 

through the approval process. So, I think that's one thing which inclusionary housing 

obviously amplifies because it's saying, you can't just receive and engage with the 

people around you. And you have to see what they have to say about the 

development, but you have to look at development city wide on a holistic basis. What 

we obviously haven't gotten right is, you know, our rampant spatial inequality. And you 

can't ignore the outskirts, we can't ignore the vessel of violence such as the poverty 

traps in the outskirts. And the way that development impacts the city as a whole. But 

developers, I think and the planning industry, we're not prepared for that. Because 

there's obviously a ‘business as usual’ way of doing things, where you don't have to 

consider the effects of your developments in perpetuating that spatial divide. I mean, 
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we definitely had developers saying, there's no policy. I'm like, legally respond, you’re 

obliged to do it. And that's the line in the sand. One particular developer, who was 

very aggressive about this in Woodstock, had that argument about no policy and 

they’re somewhat correct because you do need guidance, because it is a complex 

thing to effect. But at the same time, it's not like it's impossible. And then you have 

developers who are willing to do it. And have shown that it's not impossible in their 

developments. 

Interviewee 12:  And I think just to add there, what we’re saying is, this really highlights 

the producer, like the difference in the range of developers. And I think it's more 

nuanced than saying all developers are profit driven because of the range of 

developers that we've seen, in this climate, without a policy and with the uncertainty, 

have been willing and able to incorporate inclusionary housing from small developers 

to medium sized developers. Even being able to supply a relatively affordable rental 

product in ultra high-end developments just highlights how it really is possible. And it 

can be about the developer’s specific approach. And we have had experiences like 

in Woodstock where they’ve basically said that if they're forced to do this, then they’ll 

just take their money out of the country and explained the negative investment impact 

that it will have on the country. But there's also the other ways that this has showed up, 

such as some developers having a high willingness to do this to increase our housing, 

but only to the point at which the cost is kind of incorporated into the land cost. 

Incentives JK: What planning, financial and infrastructure incentives could overcome private 

sector development challenges and increase involvement in developing IH in Cape 

Town? Do you think these could help? 

Interviewee 12: I think we need targeted approaches and of course, planning is always 

about balancing different imperatives. Like balancing the need to conserve the 

heritage of an area with the need for affordable housing. So, that is an important 

question to ask. But I think what's really important to think about are those instances 

where planning, heritage and higher densities meet. Like in the situations where those 

are weaponised against inclusivity and affordable housing.  It's important to think, 

specifically with heritage, around whose heritage has been preserved. Some of the 

arguments that were made, specifically in the Woodstock context, were all of these 

rules, frameworks and guidelines and criteria for how to preserve buildings. But in the 

meantime, the people who embody the living heritage, the actual sense of place, 

community heritage, are being displaced and pushed out. And, you know, I think that's 

also an important part of the conversation to have. Sometimes in that context, it might 

be about building a denser building, so that the people who have lived there for 

generations can stay in that area, as opposed to keeping one row house exactly as it 

has always been. So, I think that that we do need that level of nuanced response, but 

there is a need for tightening incentives. I think the one incentive that would potentially 

be the most impactful and the most broadly applicable, is really around the time 

wasted in the planning application process. I can imagine that there are some 

incentives like fast-tracked applications which would apply, broadly across all areas 

and some other incentives that would need a more nuanced approach depending 

on the areas. 

Interviewee 13: I don’t think it will come down to one policy, there's different responses 

for different areas, there will be a lot of case-by-case decision making that will come 

down to the MPT needing to balance these criteria. But the important thing to 

recognize is that, until now, spatial justice hasn't been given the weight as an important 

criterion to be balanced against these criteria such as environmental and heritage 

considerations. And something that has come up that we haven't fully explored yet, is 

the need to engage directly with the banks and the financiers. And one of the things 

that we struggled with in the Vogue development in the CBD was we came up against 
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their specific investment model, where they had bundles of units across the different 

floors sold to investors who would buy a bundle of units as the investment into the 

development, but their argument was that it was extremely difficult to find a way to 

incorporate inclusionary housing in a way that didn't disrupt that investment model. 

Finance banks, in all of this, they do seem to be the player that's almost getting off scot 

free. And that's likely because they are almost invisible in this whole context. You know, 

we interface with developers and planners and practitioners all the time. But the 

money players are really behind the scenes, and not necessarily the ones who are 

having to feel the contribution to affordable housing. So that's definitely a huge area 

that has to be explored. 
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Proposed Programme of Work and Time Frames 

December 2020 

 Meeting 1: Introduction and research topic interest discussion

February 2021 

 Work on draft proposal

 Meeting 2: Discuss progress on draft proposal

March 2021 

 Meeting 3: Draft proposal feedback on condition that you are

registered

 Meeting 4: Discuss progress and literature review

 Literature review / Methodology development

April  2021 

 Meeting 5: Discuss submission of final proposal and possible data

collection methods

 Meeting 6: Develop Ethics Clearance for submission.

 Submission of Final Proposal (submit to supervisor) - 30 April

May 2021 

 Meeting 7: Discuss progress on methodology

 Meeting 8: Field work preparation

 Submit Ethics clearance application - 31 May

June 2021 

 Meeting 9: Overview on progress made in the 1st semester

 Meeting 10: Discuss the way forward for 2nd semester

 Literature review, Methodology and Ethics Clearance completed – 30

June

July 2021 

 Meeting 11: Discuss data collection process

 Data collection completed - 31 July

August 2021 

 Do fieldwork



205 

 Meeting 12: Discuss accumulated data

 Meeting 13: Discuss data analysis methods & intention to submit

 Intention to submit –  end of August ONLINE

 Data analysis completed - 31 August

September 2021 

 Meeting 14: Discuss progress on fieldwork

 Meeting 15: Preparation for first draft

 Writing up of dissertation completed (draft) by – 15 September

 Submit draft between 31 August – 15 September (due date – 15

September 2021)

October 2021 

 Meeting 16: Feedback on draft write -up

 Meeting 17: Feedback from supervisor and refine final write-up

 Completed draft and final check by supervisor 15 October

 Dissertation due for examination (submit to EBE Faculty ONLINE) – 31st

October 2021




