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But the one thing we have going for us is that we have a housing shortage...

Housing is a critical part of the economy:

(Hoek-Smit,	2017)
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Challenge #1: Not building enough (affordable) housing…

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

Estimated household growth = 1,8% p.a.
Estimated house growth as a % of households = 1,1% p.a.

(Own	calculation	– STATSSA,	CoCT)



What is affordable?

2011 figures, so escalated by CPI, say approximately 75% below R20 000 p.m.

(Census,	2011)

75%



At 25% of income = R0  – R5 000 rental p.m.

But average rental in Cape Town is R8 000 p.m. and
R15 000 p.m. in the CBD (Rode, CCID, Payprop)

(Percentage	spent	on	housing,	Gallow et	al,	2011)

Western Cape Rentals (Adapted Payprop, 2016)Rent to Income Ratio (Adapted Payprop, 2016)

“Informal	
Rental”



All	Rentals Less	than	R5	000	



Challenge #2: Address spatial sprawl and increase integration…

(Bertaud) (CoCT)



(Citylife, Cape Town)

...these challenges result in an unsustainable, inequitable and unviable city



Planning innovation needed to:

…build 
housing 
within the 
city footprint 

…build		housing	
closer	to	job	and	
other	opportunities		

(ECAMP,	CoCT)



So why is this currently so difficult to achieve? 

The “value vs. cost” equation is 
working the wrong way

Rental yields 5 – 7%

VS

Cost of finance 10 – 15%

…therefore, need to increase value per m2 and reduce cost per m2



How do we INCREASE the VALUE per m2? 

…decrease unit sizes/m2 per income.



How do we DECREASE the COST per m2?

…stop focusing on new build:

• Most expensive form of development
• Only represents about 1% of total stock
• Have to incur “land production costs”

• Land acquisition
• Infrastructure
• Regulatory approval (Development rights)
• Finance costs
…30% - 50% of total costs

Building 
Costs

(Njokweni et	al,	2016)



Building SMALLER and redeveloping EXISTING lower density stock may offer an 
opportunity to address the affordability and integration issues the city is facing…

...build one extra floor on single-storey 
houses

(Sapropertynews,	CTCHC,	Westerncapenews)



40%	Return	>	Cost	of	Finance



25%	Return	>	Cost	of	Finance



13	– 15%	Return	>	Cost	of	Finance

(Timbercraft,	2017)



Advantages:

• Can be a significant stimulant to the economy
• Viable and therefore can be taken to scale:

• Lower development costs:
• No new land costs
• Use existing infrastructure capacity
• Use existing foundations etc.
• Development rights usually in place

• Smaller units = increased value per m2

• In the urban footprint:
• Closer to existing work and other opportunities
• Increased densities
• Use of existing infrastructure

• Opportunity to retrofit dwellings with “Green Technology”: 
• Solar, grey-water etc.

• No subsidies

• Likely to result in better integration

2001

2011

Lendor	et	al,	2015)

Increased	capital	and	
operational	
efficiencies



Interventions:

• Ensuring infrastructure capacity
• Facilitating development rights

• Heritage
• Building plans

• Innovation in building materials
• Light-weight
• Cost-effective

• Innovations in technology
• Solar, grey-water etc.

• Innovations in design
• Innovations in “micro-developer/
home-owner” finance

(Wolff, 2011)
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