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The UCT Urban Real Estate Research Unit (URERU) is a research unit in the Department 
of Construction Economics and Management

Aim is to provide a research platform for urban real estate economic, finance and 

management issues on the African continent.
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Cost and Time Consequences of Delays

LAND CONSTRUCTION OTHER

• Availability and cost of options
• Finance costs
• Rates & taxes
• Opportunity costs
• Professional costs
• Lapsing of rights

• Increased sub-contracting to avoid fixed costs 
leads to:

• Greater project management costs
• Profit ratcheting
• Poor quality work – “lowest tender to 

ensure viability“

• Inability to secure a project pipeline
• Impacts ability to carry fixed costs
• Impacts ability to retain “IP“ ito 

development team (sub-contractors)

• Project managment cost of addressing the 
delay

• Over specification to address uncertainty 
increases costs

• Time and uncertainty disincentivises banks to 
finance land

• Change in market conditions undermines the 
ability to assess feasibility

• Time AND Timing of the delay is important 
Issues need to be identified early in the 

process

• Time AND Uncertainty of the outcome 
increases contigency, profit requirements.



Impact of Long Time-Frames and Increased Costs

• Affordability
• Shortfall
• Affordability
• Increased house prices and gentrification

• Viability
• Non viable projects
• Fewer projects

• Impact on economy
• Impact on the construction industry
• Impact on rates base

• Transformation
• Favouring bigger players
• Spatial inertia



Shortfall – Numbers

Number of households = 1 200 000
Number of formal houses* = 880 000 
Estimated shortfall = 320 000

Household growth = 1,8% p.a.
Housing Growth (% of hholds) = 1,1% p.a.

Building between 8 000 – 10 000 p.a.
Need between 30 000 – 40 000 houses p.a.

* Including shared



Shortfall – Viability Issue

80%

R20 000 p.m.:
=  R500 000 house

• 60m2 = R8 000/m2

• 30m2 = R16 000/m2

…need to deliver 
below R20 000/m2
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Impact of a 2 – year delay on a 14m2 micro-unit

R20 000/month (R24 654) household, paying R5 000/month (R6 163) = 14m2

...23% decline in affordability

...11% decline in affordability for every year of delay
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Gentrification

…1 600 houses (>R1,2m) versus 3 500 middle income households

Unaffordable 
Prices

Gentrification in surrounding 
suburbs

(Property 24)

Estimated that over 100 000 houses (many well-
located) filtered upwards out of the affordable market 

in the last 6 years

(Property 24)

Displacement
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Viability
Impact of a 2 – year delay on a 10 000m2 mixed-use development

Summary:
• Increasing gap between income & 

expenditure - 1:10 vs 1:11 
• 8% decline in IRR and ROI
• Additional R3 481 346 shortfall to 

repay debt finance
• Accelerating viability deterioration 

over time

2 – year delay
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329 South African developments 1995-2009 (IPD)

25% of schemes
IRR < -5.8%

25% of schemes
IRR > 19.3%

top 10% of schemes
IRR > 40.7%

50% of 
schemes
-5.8% < IRR < 
19.3%

median IRR
6.1%

bottom 10% of schemes
IRR < -20.6%

6% of the JSE

80% of 
2018/2019 
activity was 

offshore

45% - 50% of 
assets 

offshore
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Loss to GDP Loss to Business 
Sales & Production Loss of Jobs Loss of Income

30 day delay to a 1000m2 

development
R770 000

(R25 000 per day) 
R2 800 000

(R90 000 per day) 2 R530 000
(R17 000 per day)
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Construction

“With four of the top six large construction companies losing 50% – 75% of their share price in 2017, 
and some losing in excess of 90% of their value as at June 2018, these alarming losses are likely to 

have brought about irreversible change as it may be too late for some key players.” 
(Bryte Construction Activity Monitor, 2018:4)



Construction Contribution

6,5% 
employment

36% of 
Secondary 

Sector 
Employment

Skilled  = 31%
S/skilled = 

48%
Unskilled = 

21%
(±"#%)

5,3% RGDP
23% of 

Secondary 
Sector RGDP

1,27 
Comparative 
Advantage 
Over Other 

MetrosNationally 
Property = 

40% of 
Construction
…Cape Town?

(MERO, 2018; PERO, 2018; EPIC, 2017.2)
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Industry Transformation

“Delays impact negatively on the big, established players, but they 
are better resourced to deal with them…small players can’t 
survive the delays…”

“This significant cost and duration 
compliance burden increases 
development cost and risk to small      
scale enterprise and owner developers 
and encourages non-compliance.” 
(Shisaka, 2019) 



Spatial Transformation

“...to avoid the approvals process, I will only 
develop where rights exist...“  (Developer, 2019)

“...majority of developments occur in only 4 nodes in the city“
(ECAMP, CoCT)



Causes of Regulatory Delay

• Multiple authorisations and authorising bodies

• Intended time-frames
• Not all stipulated
• Impacted upon by dependencies between processes

• Actual time-frames
• Poor quality applications
• Resource shortages
• Lack of prioritisation

• Resource allocation to simple vs complex projects
• Personality-driven – case officer
• “Gaming of the system“

• Authorities
• Competing developers



Causes of Regulatory Delay

• Additional regulation
• Increases preparation time and cost 

• e.g. Specialist studies
• Increased opportunity for objections

• Conditions of approval
• Direct cost
• Impact on H&B Use

• Appeal processes



Everyone is responsible

COMMUNITIES
• NIMBYISM
• “Gaming the system”

DEVELOPERS
• Poor applications
• Disregard for policy
• “Gaming the system”

STATE
• No sight of the big 

picture (process & 
impact)

• Resourcing
• Bureaucracy
• “Gaming the system”



Required Actions

• Collective recognition of the problem
• Recognition of the cumulative impact of individual delays and multiple layers of regulation

• Dependencies
• Cumulative costs

• A systematic assessment of how existing and NEW legislation and processes impact on 
delivery, affordability, viability and transformation

• Micro-indicators are important, but macro-indicators tell the true story
• Not all the problems are known
• Most of the solutions lie in the unsexy detail – not one silver bullet

• Recognition of the opportunity cost of public opinion and NIMBYISM
• Recognition that complexity and uncertainty incentivise speculation and corruption
• Identification of ways to achieve the same desired outcome in a less complex, uncertain 

and opaque manner



The objective of this model is to assist this process...



(Wolfe, 2011)



www.ureru.uct.ac.za


