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Abstract 

 

There is increasing interest in the applicability of land-based financing instruments in sub-

Saharan Africa. African cities are opportune sites to explore the potential of land-based 

financing. African cities government could better leverage the rising value of urban land to meet 

their revenue and infrastructure shortfalls. While there is interest in applying land-based 

financing tools in African cities, most cities are applying little more than the most basic property 

tax, and this with very modest success. The reasons for the limited use of land-based financing 

tools are both technical and political in nature. Where additional tools are being used, they tend 

to be one-off contributions, in cash or in-kind. The use of one-off contributions is largely 

because they are easy to administer. This paper argues that one-off contributions, while often 

relatively basic in design and implementation, are a useful tool in the African city context. These 

contributions enable a city government to meet some of its obligations to accommodate new 

growth and development while sharing the cost of doing that with the developers of land. 

 

The Cape Town case demonstrates the potential of these tools. This research is based on research 

conducted in Cape Town between 2017 and 2019. It included a review of Cape Town’s 

regulatory framework for land development, subnational fiscal contexts, and infrastructure 

governance arrangements. It also included in-depth interviews with developers and city officials 

to ensure that the analysis reflects what is actually happening rather than what law and policy 

might dictate. As we show, in Cape Town, the two types of one-off contributions reviewed are 

the legally prescribed development charge and the emerging practice of requiring developers of 

residential properties to include affordable housing units. Through these cases, we show that 

impact and acceptability of these tools are linked to their programmatic design and their practical 

implementation. We highlight key issues which the Cape Town case surfaces, including those 

related to: certainty in how contributions are calculated; the scale of the contributions in the 

context of total need for revenue, infrastructure, and housing; the scope of the instruments; how 

the instruments engage with the spatial economy of the city; and questions related to the speed 

of development processes. These issues point to some of the important preconditions for 

ensuring that one-off contributions can, in fact, be useful and accepted instruments. 

 

The working paper concludes with a discussion of the applicability of the Cape Town experience 

in the South Africa and sub-Saharan African contexts. We argue that in the South African 

context, the wider application of developer charges and inclusionary housing instruments are 

already underway. The potential to improve the operation of these contributions in other African 

cities is considerable. There is already a strong practice related to both building permit approvals 

and to negotiated in-kind contributions. However, before opting to introduce a new type of 

contribution — and, either formalizing or strengthening an existing one — it is essential to 

understand what happens in practice and what the interests are of different actors in the land 

development value chain (and how these might be affected by a change in the current system). In 

this sense, one-off contributions could be important instruments, but they must be understood ‘in 

context.’ 
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Programmes, Practices, and Preconditions: Learning from Cape Town’s Experience with 

One-off Contributions from Developers 

 

 

 

Introduction 

 

Decentralization reforms over the past thirty years have grown the mandate of African local 

governments (UCLG 2019). Similarly, Africa’s urban population growth has put pressure on 

existing urban systems, requiring investment in urban infrastructure and services. As urban 

authorities try to meet this pressure, which is increased by diminishing and unpredictable 

transfers from central governments, they have to increase revenue generation or compel other 

actors to invest on their behalf (Berrisford et al. 2018). The plethora of instruments which can be 

creatively deployed to assist local governments to meet their mandates are the subject of 

increasing interest. 

 

The ability of local governments to leverage rising land values in cities and capitalize on the 

demand which developers have for additional land use rights is a key area of opportunity. 

Capturing (or sharing) urban land value is widely regarded as the lynchpin for inclusive 

economic growth in developing cities (Petersen 2009). While there are many risks, African urban 

authorities should engage with the rising land values and, where possible, internalize “the 

positive externalities of urbanization” (International Growth Centre 2016). This can launch a 

“virtuous cycle” of investment and growth revenues and expenditures — in cities (Turok 2016). 

 

Most of the land-based financing and land value capture tools outlined in international literature 

are very complex. They require significant state capacity, strong political will, and robust 

planning, land administration, and infrastructure systems. It is therefore not surprising that most 

of the more complex instruments are not put into effect in most African cities. What is being 

used are “one-off contributions.” These are contributions made by developers and linked to the 

granting of planning permissions, a common tool used in many countries in sub-Saharan Africa 

(DFID 2015). One-off contributions is the term used here to describe a range of measures used to 

require a one-time contribution by a developer at the point of awarding land development 

permission in terms of the applicable planning law. The contribution can be made in cash or in- 

kind through the installation of infrastructure or the provision of housing. One-off contributions 

are simpler than recurrent instruments (such as property taxation) or highly financialized 

instruments (such as tax increment financing - TIF) as they are, by definition, required once and 

are paid at the point of land use change in order to ameliorate the impacts of the new 

development on the city’s infrastructure or housing (or other services).  

 

One-off contributions are not on their own able to meet the challenges of fast-growing African 

cities, but they are a useful building block in the range of tools and instruments that city 

authorities can use in their strategies to manage and plan urban growth more efficiently and more 

sustainably. One-off contributions, — known variously as development charges, planning gains, 

endowment contributions, or infrastructure levies — represent the low-hanging fruit of land 

value capture. Once a city can secure these payments in a predictable and fair manner, it will be 

able to consider more ambitious and complex land value capture instruments. If a city cannot 
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manage these one-off contributions, it is unlikely it will tackle the more challenging 

interventions. 

 

To better understand the challenges and opportunities of implementing one-off contributions, it 

is important to understand how these tools operate in different contexts. These instruments are 

embedded in the political economy and material infrastructure context of particular cities and 

countries. Their challenges and opportunities reflect a combination of technical, social, political, 

and economic factors. In this research, we use the case of Cape Town to explore two one-off 

contribution tools: Developer Charges and Inclusionary Housing. The former has been underway 

for a long time while the latter is still in its formative phases. The Cape Town case is, of course, 

not representative of the wider African context. However, it provides a useful case to explore, 

methodologically, how one-off charges can be analyzed in the political economy context of 

cities, and practically, what it takes to ensure these tools can function well. 

 

 

Objectives 

 

This report sets out to: 

 

• discuss the debates around land-based finance and land value capture in African cities;  

• identify why one-off contributions are an important tool given the challenges and 

opportunities evident in African cities;  

• unpack the Cape Town case, as an example of having highly developed one-off 

contribution instruments; 

• identify key insights from the Cape Town case; and 

• articulate the applicability of these insights for other cities in South Africa and other sub-

Saharan African countries. 

 

Hypothesis 

 

One-off contributions are a useful tool which can and should be expanded. The current 

constraints to their expansion are both technical and sociopolitical. A use of the case study, in 

conjunction with a wider review of the literature, provides a strong method for developing 

nuanced, context specific, and generalizable proposals for improving land-based financing. This 

is because cases allow for the identification of both technical and sociopolitical dynamics which 

shape and enable implementation. 

 

Methodology 

 

A key part of this research is the development and refinement of a methodology for 

understanding one-off contributions in the context of urban Africa. The initial phase of this 

project included developing a comprehensive questionnaire which would allow the researchers to 

produce streamlined cases which covered similar information. A summary of the full list of 

information that was collected is provided below. 
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• Understanding the city/contemporary and historical contextual information: To 

contextualize the case study, some basic information on the city is necessary. This 

information serves several purposes. First, for comparability across several city contexts, 

basic information such as size matters. Second, this information provides useful context, 

texture, and insights relevant for understanding why things happen in the way that they 

do in a particular city context. 

 

• Understanding the one-off contribution instruments: As a point of departure, it is 

important to identify what the key instruments for making one-off contributions are 

within the case study city. This may include instruments which are currently being used 

or ones which are being designed/planned at the current moment. In the African context, 

there is little, if any, secondary material on one-off contributions. Getting a high-level 

picture of the contributions which are made will likely require speaking to officials in the 

city’s planning, infrastructure, and financial management departments, as well as reading 

grey reports. 

 

• Sub-national fiscal context: One-off contributions take many forms and relate to sub-

national financing in different ways. It is important to understand the wider fiscal context, 

to situate these payments and understand their current (and potential) role. Overall, the 

aim is to understand how local government finance operates in the case study city context 

and some of the reasons why it operates in this way. This will likely be found in national 

and urban legislation, supplemented with interviews and grey literature. 

 

• Revenue deep dive: Since this research is primarily concerned with local government 

finance, a deep dive into the structure and operations of local government revenue is 

useful. The role of one-off contributions should be situated within the wider revenue 

context (even if they are not counted as revenue by local governments). It is also 

important to reflect on how financial data is documented by the local government and the 

extent to which this information is available and sufficiently granular to identify and 

make sense of the one-off contributions collected. In many contexts, this will require 

supplementing formal/public accounts (for example, financial statements) with more 

detailed information received from personal communications. 

 

• Regulatory framework: The regulatory context shapes the nature of one-off 

contributions. The regulatory context relates to the ways in which one-off contributions 

are regulated, as well as, to the ways in which planning regulations may trigger the use of 

the instruments. This may require triangulating information received from policy 

documents, legislation, interviews with developers/officials/academics, and grey 

literature. 

 

• Land markets, land use, and planning: One-off contributions are influenced both by 

supply side and demand side dynamics related to land, infrastructure, and development 

rights. Of importance to questions related to land value capture is how value is created 

and the extent to which the government has the tools, ability, and will to capture it.
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• Calculating the contribution: Contributions are calculated in different ways, depending 

on their type, the technology and tools available, and the intention of the policy. These 

calculations, how and why they take the form they do, are important to understand as 

they provide insights into the fiscal and institutional processes which underpin the 

contribution and the implications for urban development. It is important to understand 

how this operates in policy and in practice, where the disjuncture between the two may 

be, and why. This may require triangulating information received from policy documents 

and interviews with developers and officials. 

 

• Management of contributions: All contributions should be recorded somewhere and 

somehow if they are to contribute to revenue or infrastructure provision. Identification of 

gaps in management of these contributions is the first step in re-designing and further 

strengthening current systems. Discussions with government officials will reveal current 

bottlenecks and unearth plausible solutions. 

 

• Resistance and lobbying: Contributions of any sort are political and thus are often 

resisted (or promoted). It is important to understand how developers resist contributions 

or lobby for their change, under what conditions, and why. Interviews with developers, as 

well as a review of court cases and public media can be used to understand this. 

 

• Consequences of current approaches and tools: It is important to understand what the 

implications and impacts — current or projected — of the instruments are. How does the 

approach impact city development? Depending on the context and data available, there 

will be different information which can be used to assess this. The most basic approach is 

to understand the perceptions of the impact, if it is not possible to ascertain the actual 

impact. It is important to be clear when this is a perception (for example, shared from an 

interview) and who holds this perception. 

 

The original intention behind this research was to produce a comparative framework. This 

proved impossible due to the highly diverse contexts which African cities experience. Instead, 

the research moved towards a case study approach. Case studies are a useful method for 

answering complex questions about contemporary processes. However, they also reflect the 

theoretical commitment to place-based policy intervention and learning from grounded 

experiences. Cases equally allow for mixed-method research and are less constrained by 

disciplinary boundaries. By undertaking case studies, it is possible to draw quantitative and 

qualitative information which reflects both a sound technical understanding and attentiveness to 

social and political issues. The importance of providing contextualized policy advice is well 

established within the development literature. In practice, this means developing deep 

understandings of places which can be used to develop agendas for reform.
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Specific Data Collected 

 

Literature Review 

 

Existing academic and grey literature on Cape Town was selectively collected and analyzed. 

This included literature on Cape Town’s planning, land use, infrastructure, and real estate 

conditions. 

 

Policy and Legislation Review 

 

National and local legislation and policy were reviewed. This included legislation and policy 

pertaining to: 

• roles and responsibilities of various levels of government in terms of revenue generation, 

allocation, and expenditure; and 

• legislation and policies related to city planning, land, zoning, and planning roles and 

responsibilities. 

 

Fiscal Data 

 

Where possible, fiscal data were reviewed. The most important data in this regard is the data 

pertaining to city level revenue generation. 

 

Interviews 

 

As part of this research, approximately 20 experts were interviewed in Cape Town. A full list of 

interviews can be found in the References section at the end of this paper. Experts related to the 

following areas were interviewed: 

 

• Public finance experts: In order to gain an overarching understanding of the fiscal 

systems in each city, public finance experts were interviewed. This includes people in 

budgeting offices and regulatory roles. It also includes general experts of public finance 

in South Africa. 

 

• Planning and engineering experts: Planners and engineers were interviewed. Planners 

involved in development approvals were the focus. Engineers who were involved in 

utility and infrastructure delivery were the focus. 

 

• Developers: Property developers were interviewed. They provided their perspectives on 

the instruments, as well as information on how state-private sector relationships work in 

practice and the characteristic of the development sector (land markets, finance, etc.) in 

each city. 

 

• Instrument experts: In Cape Town, there are two instruments which are explored. 

Experts who know a significant amount about the instruments in question were identified 

and interviewed. 
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• Civil Society Organizations: Different community and civil society representative 

groups were interviewed. Channels of collaboration between government and sector 

players were identified. 

 

• Academia: Interviews with relevant research and institutions of higher learning were 

conducted for the purpose of learning from international best practices, as well as, 

documenting the pros and cons of the different tools in various country contexts. 

 

• Development partners: Development partners play a key role in shaping a country’s 

development trajectory. The focus was to understand on-going and planned support to 

both cities related to one-off infrastructure contributions. 

 

For this research, open-ended interviews were conducted in late 2018 and early 2019. The list of 

interviewees is in the References section. 

 

 

Conceptual Frame / Literature Review 

 

Context of Decentralization and Urbanization 

 

Over the past thirty years, African countries have experienced both decentralization and 

urbanization (UCLG 2019). Decentralization has increased the scope of local government’s 

mandate. This has resulted, at least on paper, with many new functions being assigned to lower 

levels of government and more political power being vested with city authorities (Paulais 2012 

Resnick 2020). Urbanization has increased the scale of needs, and urban population growth 

places pressure on existing infrastructure networks (Pieterse and Hyman 2014). Despite the 

importance of these two processes, the fiscal resources necessary to attend to these increasing 

demands are often lacking. Local governments rarely have the resources they need to fulfil their 

mandate and respond to the service delivery needs of urban dwellers. While it is often unhelpful 

to fixate on this ‘finance gap’ (Goodfellow 2020), it is useful to foreground the importance to 

recognize that infrastructure is an important part of city building, and — due to structural, 

political, and economic factors — there is often limited private sector and national funding to 

contribute to these processes. 

 

Imperative for Increasing Revenue Generation in African Cities 

 

Own-source revenue generation is an important area where local governments can improve. 

However, in many African cities, important services which are revenue generating (such as water 

and electricity), are not provided by local governments, but rather by private utility companies or 

state-owned enterprises (McDonald 2016). Local governments are left with less lucrative fees 

and charges (slaughter permits, signage, parking). There are exceptions, for example, Addis 

Ababa has a special status which allows the city administration to share in national revenues 

(Mahendra et al. 2020) and South African metros have significant revenue streams from things 

like electricity tariffs (SACN 2018). For many local governments, property taxation is an 

important source of revenue. However, collecting property tax in African cities remains a 

challenge owing to a range of planning and land related issues (Franzsen and McCluskey 2017). 
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These realities constrain the own-source revenue-raising potential of local authorities, which 

explains their reliance on national transfers (Paulais 2012; UCLG 2019). 

 

Land Based Finance as Opportunity to Improve Revenue Generation 

 

While there are many structural challenges that inhibit local governments from meeting their 

mandates, land could be an important source of revenue for local governments. Land values are 

rapidly rising in many African cities. In many African cities, land is marked by informal 

occupation, extralegal development, and rampant speculation. Urban authorities remain largely 

outside of this “gold rush,” collecting low levels of officially documented revenue from land-

related taxes and charges. 

 

In recent urban policy debates, the possibility of capturing increases in urban land value has 

emerged as the lynchpin of inclusive economic growth in African cities. The aim is for African 

urban authorities to capture rising land value and internalize “the positive externalities of 

urbanization” (International Growth Centre 2016). This can create the necessary local revenue to 

launch a “virtuous cycle” of investment and growth in cities. 

 

Within the urban debates around revenue generation in African cities, the question of land value 

capture (LVC) and land-based financing (LBF) has attracted increasing attention. Both LVC and 

LBF refer to a suite of instruments which aim to capture some or most of the rising value of land 

that results from government actions such as zoning changes and investments in infrastructure 

(DFID 2015). Notably, the terms are contested and are often unclear. There are various methods 

of capturing increases in urban land value, including land leasing (mostly possible in the case 

where land is publicly owned) and land-based financing (Petersen 2009). 

 

There is some work on land value capture in African cities (DFID 2015; UCLG 2012; Berrisford 

et al 2018). For example, there is work on land readjustment in Ethiopia (Adam 2015), Angola 

(Cain 2013) and Botswana (Fourie 2004). There is also useful work on property taxation, which 

falls within the wider suite of land-based finance tools (Franzsen and McCluskey 2017), and the 

use of planning tools to address affordable housing (Agyemang and Morrison 2018). South 

Africa has a strong body of work which reflects both conceptually and empirically on issues 

related to land value capture (McGaffin 2014; Brown-Luthango 2010, Napier et al. 2013). While 

there is interest in land value capture to be more extensively used in African cities, there is 

currently limited uptake. As a DFID (2015) study found, in most countries surveyed, only the 

most basic instruments are being used. These primarily include property taxation and various 

forms of one-off contributions, either in-kind or in cash. 

 

Land Based Finance Through One-Off Contributions: Cape Town as an Example 

 

In this research, we focus on “one-off contributions” as a tool to respond to this call (Crook et al. 

2015). There is very little information on one-off contributions in the African context, as such 

this report adds to this knowledge base. This report focusses on the case of Cape Town, South 

Africa. Cape Town, and other South African cities, have advanced instruments for one-off 

contributions. In this sense, Cape Town is not a typical case of an African city. Instead, it is an 

exceptional case, through which wider insights can be garnered. The Cape Town case is 
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important not only because of how advanced the instruments for one-off contributions are, but 

also because it provides insights into the sort of wider regulatory, social, political, and 

infrastructural prerequisites for tools of this nature to function well. This report uses the Cape 

Town case to provide an example of a robust methodology for studying land-based finance tools 

in their context. The report’s length reflects a commitment to situating these tools and their 

operations — understanding why they do and do not work in the specific cities where they are, or 

might be, deployed. 

 

Preconditions for Land Value Capture 

 

Using Cape Town, in conversation with the wider literature, we show that there are some 

important prerequisites for one-off charges to be developed and operate well in African cities 

more widely. The perquisites which we identify in Cape Town are not unique to South Africa 

and apply to both one-off charges, and the wider suite of land value capture instruments to 

different degrees. In considering how these tools can be implemented better across Africa, it is 

important to understand these prerequisites, many of which are articulated both in the case 

provided here and echoed in the international literature. Of course, the extent to which each of 

these conditions is a vital precondition depends on the instrument, how it is being used, and to 

what end (Mahendra et al. 2020; Walters 2012). 

 

• Infrastructure costing and delivery: While the term ‘land value capture’ suggests that 

such instruments are primarily concerned with revenue, implicit in the concept is the need 

for such revenues to be invested in infrastructure (Suzuki et al.2015; Crook, Henneberry 

and Whitehead 2016). To enable successful investment in infrastructure, it is important 

that the ‘impact’ of a development can be quantified and costed (Evans-Cowley 2006). It 

also requires that such infrastructure is actually realized, either through state budgeting 

processes or in-kind investments made by the developers. This requires a functional 

infrastructure planning and investment system (Ingram and Hong 2012). 

 

• Land markets: Most land value capture tools require a robust land ownership system, 

property record systems, and valuation system (Mittal 2014; Mahendra et al. 2020). They 

also require demand for and supply of serviced urban land. Without this growing 

demand, and thus increasing land value, there is nothing for the state to capture (Suzuki 

et al. 2015). Nor is there an imperative for the state, in this case the local state, to balance 

urban growth demand with infrastructure finance capacity. Without the ability of the state 

and developers to meet this demand, there is a risk of speculation and rapid spikes in land 

value. 

 

• Fiscal regulatory regime:  Overall, to implement land-based financing, it is necessary to 

have a supportive national fiscal and legal framework (Mittal 2014; Chapman 2017). To 

ensure such tools are actually put to use, it is important that legislative and regulatory 

framework is easy to understand and implement, with limited scope for confusion 

(Smolka and Furtado 2002; Smolka 2013). Where possible, this framework needs to 

allow the implementing bodies (ideally local governments) the right to collect revenue or 

enter into contracts to support service provision (Moeti et al. 2007). In countries with 
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highly complex local government borrowing systems (such as the USA), there are added 

complexities related to debt and risk management (Chapman 2017). 

 

• Political support: Without political support, it can be difficult to ensure buy-in from 

developers for land value capture instruments (Mittal 2014). Especially in places where 

developers already feel strained by the economic climate, or where developers hold 

significant sway over political elites, the will to implement these instruments is 

fundamental. 

 

Do African Cities Have These Preconditions?  

 

In our conclusion, we argue that most African cities do not have the necessary conditions in 

place to successfully implement land value capture in general, or one-off contributions, in 

particular. One-off contributions, however, remains one of the easier and most straight forward 

tools, thus providing an entry point for cities to begin to engage with land-based financing and 

land value capture specifically. 

 

Cape Town Case 

 

In Cape Town, there is pressure to develop new residential, commercial, retail, and industrial real 

estate. Such development requires investment in infrastructure and services at various scales. 

Slow macroeconomic growth trends in South Africa constrain the national tax base, limiting the 

extent to which Cape Town and other cities can rely on grant transfers (Cheryl Walters, 

interview by authors). Cape Town faces strong fiscal pressures to raise revenue and deliver 

services (Cities Support Programme 2017). 

 

Cape Town also faces the urgent challenge of addressing the skewed spatial patterns inherited 

from colonial and apartheid segregation. These patterns are characterized by racial and spatial 

segregation, wherein the black majority are unable to access well-located housing opportunities. 

In this context, the private sector is increasingly called on to support the public mandate and 

contribute to overcoming this legacy and improving how the city functions. 

 

This report covers two instruments, both of which are (or will be) triggered by planning 

processes and which require (or will require) a lump sum contribution to be made by developers: 

Development Charges (DCs) and Inclusionary Housing. DCs are a statutory/legally enshrined 

instrument used by the city for a prolonged period. In contrast, the Inclusionary Housing policy 

is still being developed and is currently operating on a voluntary basis, with no formal policy 

support.
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Figure 1: Housing in Cape Town 

 

 
Source: Authors (2016) 

 

City Context 

 

Understanding the Cape Town context, within which one-off contributions fit, requires 

knowledge of important national legislative and regulatory frameworks. The South African 

Constitution of 1996 specifically treats local government as a distinct sphere of government — 

alongside national and provincial government — with each of three spheres of government 

operating within a system of cooperative governance. Local government is thus not a unit or arm 

of a “higher” level of government, as is commonly the case in African countries, but rather 

enjoys its own powers and responsibilities which are outlined in the Constitution (De Visser et 

al. 2011). 

 

National Regulatory Environment  

 

In the case of one-off contributions, the most important aspects of the regulatory context relate to 

municipal finance and city planning. Since this report also covers Inclusionary Housing, the 

national housing policy is an important aspect of the regulatory context. 

 

Local Government Legislation  

 

According to the Local Government Act, 2010, read with section 156(1) of the Constitution and 

section 9 of the Municipal Systems Act, 2000, local government is empowered to provide 
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municipal services. Section 73(2)(c) of the Municipal Systems Act, 2000, adds that the services 

provided must be delivered in a sustainable manner. Section 75A obligates a municipality to 

impose charges to pay for these services. Section 76 also allows a municipality to provide its 

services through an “external mechanism” (which includes an institution, entity, or a person 

legally competent to operate a business activity). The external mechanism can be interpreted as a 

developer, allowing municipalities to enter into an agreement with developers to install 

infrastructure or to contribute towards providing a service in lieu of having to pay a charge for 

infrastructure. 

 

Planning Legislation 

 

An overarching national legal instrument is the Spatial Planning and Land Use Management Act 

of 2013 (SPLUMA), which regulates land use change and development. SPLUMA aims to 

redress the imbalances of the past and to ensure that there is equity in spatial planning and land 

use management systems. The legislation is the first to tackle the spatial planning and land use 

management policies that created perverse conditions of segregation, differentiation, and 

privilege under apartheid. The Act promotes spatial justice, spatial resilience, good 

administration, and efficiency. In addition, it illustrates the importance of municipal planning as 

the foundation for spatial planning and provides a watershed in the delineation of planning 

powers and functions, for different spheres of government in South Africa. The Act emphasizes 

the centrality of local government in terms of planning and land use regulation, reinforcing the 

powers given to local government in terms of the country’s Constitution.  

 

Housing Legislation 

 

Within the context of the two instruments covered in this report, the national human settlements 

regulatory framework is also important. In the South African Constitution, housing is a 

concurrent function. Responsibilities are spread across the three spheres of government. The 

national government sets the policy agenda, outlined in the White Paper on Human Settlements 

and the 2009 National Housing Code. The provincial government receives the housing subsidies 

in the form of a block grant from the national government. Local governments are responsible 

for selected aspects of the implementation of subsidized housing projects. While there has been 

an extended debate regarding “accrediting” metropolitan municipalities to control their own 

housing grants, this process has been stalled for many years. 

 

City Finance Overview 

 

The city of Cape Town is one of South Africa’s eight metropolitan city governments. Formed in 

December 2000, the city is an amalgamation of several preexisting, contiguous but racially 

segregated local government bodies, into a single “uni-city.” This consolidation was driven by 

several factors, one of which was the importance of ensuring that the revenues produced in the 

wealthy areas of the city (for example, the central business district (CBD) and high-income 

suburbs) could be shared across the functional urban extent of the city. 

 

Overall, South African metropolitan municipalities have experienced high levels of 

decentralization. This includes political, administrative, and fiscal decentralization. They also 
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have generally strong fiscal and data management compared to other cities in Africa. This 

provides a useful foundation for undertaking fiscal analysis. Within this context, Cape Town is 

fiscally strong, able to raise significant revenues and control important areas of expenditure. The 

city also has strong financial management and is well known for being “fiscally conservative” 

compared to other South African cities (Johan Steyl, interview by authors). Unlike many other 

African (and even South African) cities, wherein services are ring-fenced and corporatized, in 

Cape Town, service charges form part of the general budget of the city. In the case of 

development charge revenues, there is a limited degree of ring-fencing within very expansively 

defined engineering service zones. 

 

In Cape Town and most other cities, basic infrastructure to serve poor households is financed 

through intergovernmental transfers to local government. In contrast, infrastructure, which serves 

non-poor households and non-residential consumers, is paid from one of three sources: capital 

replacement reserves, loans, or development charges. (Graham and Berrisford 2015). The city 

has resisted taking on high levels of debt and has sought to fund service delivery to low income 

areas primarily through national transfers, investing own-source revenue back into highly 

productive areas to ensure returns on investment. 

 

In terms of own source revenue, the city of Cape Town’s main sources are service charges (in 

particular for electricity and water sales) and property taxes. While all South African cities 

charge both service charges and property taxes, the proportion of these varies, with implications 

for revenue management and planning. The city of Cape Town has opted for a revenue 

generation model which has higher fees for services, coupled with the payment of development 

charges to cover parts of the capital cost of services (Peter Ahmad, interview by authors). 

Property taxation also makes up a large share of the city’s revenue, but the city charged a lower 

cent-in-the-rand rate across all property types compared to other metropolitan municipalities in 

South Africa. 

 

The city of Cape Town also receives money from the national government in the form of 

conditional and unconditional grants. In 2016–2017, eight percent of the city budget came from 

the ‘Equitable Share,’ the main unconditional grant to local governments, and six percent from 

conditional grants (SACN 2018). In recent years, there has been an increase of national 

conditional grants which have been channeled directly to metropolitan governments (for 

example, the Urban Settlements Development Grant). Within the city area, both national and 

provincial governments also invest in the infrastructure and services which fall within their 

purview. For example, health, education, and housing investments are made by the Western 

Cape Provincial Government. Both the provincial and national government invest in roads in and 

around the Cape Town area.
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Figure 2: City of Cape Town (CoCT) Annualized Audited Revenue 

 

 
Source: Robbins and Cirolia (unpublished) 

 

City Planning 

 

The spatial vision for the city of Cape Town is spelt out in the Municipal Spatial Development 

Framework (MSDF), approved in 2018. This represents a radical departure from the previous 

spatial vision for the city developed in 2012 (Peter Ahmad, interview by authors). In contrast to 

the earlier plan, which sought to guide the long-term growth of the city along two northern 

corridors, the new plan focuses on urban compaction and inward land use intensification (CoCT 

2018). 

 

The MSDF is not a set of zoning regulations; these are contained in the city’s zoning scheme, 

formally known as the Development Management Scheme, given legal effect by the city’s 

Municipal Planning By-law (MPBL) (which came into effect on July 1st, 2015). All properties 

within the boundaries of the city are subject to the land use provisions of the scheme and all land 

use and planning applications are made in terms of the MPBL (CoCT 2015).  

 

There are also sector plans, which guide the development of particular infrastructure systems. All 

sector plans are meant to align with and inform the citywide spatial and fiscal plans. In Cape 

Town, the quality of the sector plans varies. The plan for water and sanitation, for example, is 

widely considered to be very strong. In contrast, the masterplan for roads and drainage is 
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considered to lack sufficient detail to guide decision making. The city recently developed an 

Integrated Transport Plan which had firm correlations to the MSDF, focusing on compaction and 

transit-oriented development (TOD). In terms of human settlements, the city formulates five-year 

plans which indicate key projects to be developed over the period for the provision of subsidized 

housing. 

 

The city has undergone two recent processes of restructuring. The first, in 2016–2017, brought 

spatial planning under the ambit of the newly formed Transport and Urban Development 

Authority (TDA), through the Organization Development and Transformation Plan (ODTP). 

Other important functions which were brought under this authority included transport and 

housing. The second restructuring process, initiated in 2019, disaggregated the newly formed 

TDA, reintroducing eleven-line departments. This report was thus developed during a period of 

substantial institutional change and uncertainty within the city. 

 

Infrastructure Context 

 

The provision of urban infrastructure entails concurrent functions, spread across the three 

spheres of government. In term of the key areas: water and sanitation; waste; roads and drainage; 

public transport; and housing, the city of Cape Town is partially responsible for provision. The 

role of the city vis-à-vis these infrastructures and other spheres of government, are outlined 

below. 

 

Water and Sanitation 

 

The city of Cape Town has a large-scale networked system through which water and sanitation 

services are provided. According to the Municipal Systems Act (No. 32 of 2000), municipalities 

can be authorities for providing water and sanitation. Sections 12 and 13 of the Water Services 

Act (Act No. 108 of 1997) places a duty on Water Services Authorities (WSA) to prepare and 

maintain a Water Services Development Plan (WSDP). This sector plan should be updated every 

five years. 

 

The city’s Water and Sanitation Department is both the Water Services Authority and the Water 

Services Provider, and thus has the constitutional and the operational responsibility to provide 

water and sanitation services. The city’s Water By-Law 2010 (amended 2018) provides the legal 

framework for the city to provide water. The city recently put out a Water Strategy for public 

comment. 

 

The city buys water wholesale from the National Department of Water (DWS). The city also has 

its own dams where it produces water wholesale. The city then manages the regional utility 

network which serves the city area (as well as some surrounding municipalities). It is the only 

metro in South Africa which also acts as a regional utility. The city’s utility network is financed 

through the city’s general budget. This is supported by income from water tariffs paid by 

consumers and rates payments made by property owners. There are subsidies for poor 

households to access waste services. These free basic services (FBS) are covered by the city’s 

share of the Equitable Share. There are also several conditional grants from national government 

for water, some of which are linked to the recent drought.
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Waste 

 

Local and metropolitan municipalities are responsible for providing holistic waste management 

activities. The city of Cape Town’s waste department is responsible for the collection and 

disposal of waste, area cleaning, preventing waste and pollution, and minimizing waste. South 

Africa’s National Environmental Management is guided by the Waste Act, 2008 (Act No. 59 of 

2008) which requires municipalities to develop waste management plans. The city has an 

Integrated Waste Management Plan (IWMP) as part of their Integrated Development Plan (IDP). 

The city also has an Integrated Waste Management By-Law. 

 

Like water and sanitation, the city’s waste services are financed through the city’s general 

budget. This is supported by income from waste tariffs paid by consumers and rates payments 

made by property owners. Waste also forms part of the FBS package that the city offers to very 

poor households. 

 

Roads and Drainage 

 

The South African Constitution states that provincial roads are a provincial responsibility and 

municipal roads are a municipal responsibility. The South African (SA) Road Classification and 

Access Manual maps out how roads are categorised into its various responsibilities. The 

Constitution clearly states that urban storm water management is an exclusive municipal 

competency (Botha 2018).  The city of Cape Town funds its roads through its general budget. 

 

Public Transport 

 

Public transport in Cape Town is serviced by a combination of the commuter train service run by 

a national state-owned entity; the city of Cape Town’s MyCiti Bus Rapid Transit; the privately 

owned Golden Arrow Bus system; and the semi-regulated minibus taxis. The National Land 

Transport Act established and clarified the roles of the three spheres of government in managing 

public transport, confirming that public transport planning, delivery, and regulation are 

municipal competencies. 

 

Provincially managed and subsidized commuter bus services are mainly funded via the public 

transport operations grant (PTOG) in accordance with Schedule 4 of the Division of Revenue 

Act (DORA). These funds are transferred via the Department of Transport (DoT) to the 

provinces. The commuter rail system is funded by the DoT by means of a transfer of funds from 

the DoT to the Passenger Rail Agency of South Africa (PRASA). The city of Cape Town’s 

MyCiti bus system is funded from the city’s general budget. The service brings in revenue by 

charging riders fares. The minibus taxi industry is not directly subsidized by the government, but 

owners can participate in a Taxi Recapitalization Programme in which minibus taxi operators 

can receive a one-off capital grant for vehicle replacement. 

 

Housing 

 

South Africa has a large-scale housing delivery programme which provides subsidized housing. 

This is spelt out in the National Housing Code (2009). According to the Constitution, housing 
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delivery is a concurrent function of the national and provincial government. According to the 

National Housing Act, accredited municipalities can be allocated housing delivery functions, but 

this has not yet been done. 

 

Housing delivery is financed through national government grants which are allocated to 

provinces. In Cape Town, the Western Cape government is allocated the Human Settlements 

Development Grant (HSDG) which is used to deliver subsidized housing. The city of Cape Town 

also receives the Urban Settlements Development Grant which it uses to fund the capital costs of 

infrastructure associated with low-income housing developments. 

 

 

Development Charges 

 

Development charges can be defined as a one-off capital charge which is imposed by a 

municipality on a developer. This charge is required to cover the cost of municipal engineering 

services needed due to the intensification of land use. The amount imposed is ideally meant to be 

the fair share of the actual capital cost of the municipal infrastructure which would be required to 

service the development. Generally, development charges are applied to engineering services 

such as roads, stormwater, water, sanitation, electricity, and solid waste (Graham and Berrisford 

2015). 

 

For the past decade, the National Treasury has been driving a policy and legislative reform 

process to establish a uniform basis for municipalities to calculate, impose, and spend 

development charges. The policy framework was confirmed in 2011, and efforts are currently 

underway to codify the use of development charges in new legislation. This process will 

encourage the uniformity of the application of development charges across the country as well as 

to ensure municipalities can construct infrastructure in a timely and efficient manner that 

supports land development. 

 

In South Africa, it is envisaged that development charges (DCs) will be an additional source of 

capital finance, which will enhance the efficiency and volume of municipal capital financing by: 

(i) ensuring that the beneficiaries of new infrastructure pay a fair share of the costs of installing 

it, relative to other residents as well as their fair share of costs associated with connecting them 

to infrastructure networks; (ii) releasing resources that a municipality would otherwise have 

dedicated to meeting these needs to be spent on other development priorities; and (iii) 

strengthening revenue streams to support municipal borrowing capacity. 

 

The city of Cape Town is empowered to levy DCs as per section 40 of the provincial 

government’s Land Use Planning Act of 2014, read with various additional legislative 

instruments. The city of Cape Town has given effect to these empowering legislative provisions 

with both a comprehensive Development Charges Policy (described below) and detailed 

provisions concerning development charges in the city’s Municipal Planning By-law. 

 

DCs in Cape Town contribute towards the provision of external engineering services. External 

services are “bulk” or “link” services which sit outside of developments, connecting these 

projects to the infrastructure systems of the city. Bulk services are provided by the city but are 
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partially paid for by a developer when he or she pays the DC. Where a developer and the city 

agree that the developer will install a portion of the required bulk infrastructure, the costs of that 

portion can be deducted from the overall DC liability. On the other hand, link services are meant 

to be directly installed and paid for by the developer (however, this does not always happen in 

practice, often because of difficulties in the developer and the city agreeing on which elements of 

the infrastructure installed constitute link infrastructure) (Mark Pinder, interview by authors). 

Developers are responsible for paying for the infrastructure that is internal to their development 

project. 

 

Basic Historical Evolution of these Tools 

 

Levying development charges in South Africa is not new. Municipalities in South Africa have 

done so for decades. They have been referred to by different names (that is, developer 

contributions, bulk infrastructure, and engineering contributions). One such example was in the 

former Cape Province where betterment fees were utilized from around 1935. Betterment fees 

were based on the percentage of the value of any improvement that was made to a land holding 

(Crawford et al 2017).1 

 

For many decades, DCs and their equivalents were a point of contention between local 

government and property developers.2 These disagreements often found their way into the 

courtroom, costing both the city and developers significant sums of money. Court battles and 

significant levels of under-recovery negatively impacted the city’s fiscus. The city’s Finance 

Directorate noted that in 2009 only five percent of the capital costs of new economic 

infrastructure was recovered by DCs (City of Cape Town 2014). 

 

In the past, there was a practice of the city using development charges as an incentive, offering 

discounts for favored developments such as those that were regarded as contributing towards a 

more equitable or efficient spatial form. This is now made more difficult with the current policy 

(Fiona Ogle, interview by authors). 

 

The Current Policy and its Formation 

 

In response, Cape Town invested extensive human capital and financial resources in developing 

their own policy and legal framework for securing development charges revenue called the 2014 

Development Charges Policy (Johan Snyman, interview by authors). The city of Cape Town 

 

1 Around the 1970s, the former provincial administrations had land use planning ordinances that authorized the 

application of development. The developer would have an “Acknowledgement of Debt” (or Notarial Deed in the 

Natal Province) for anticipated or historical public expenditure related to the development proposal. The charges 

were part of the planning framework, rather than part of the financial framework, a practice which continues today 

in municipalities (The World Bank Group 2011). 
2 An interesting case, which precedes the current DC policy and where a DC-like instrument was used is the case of 

Century City, a 30 billion rand (US$2.2 billion) greenfield mixed-use development. The developers negotiated the 

approval of a ‘basket of development rights’ which could only be utilized upon competition of key infrastructure 

upgrades surrounding and supporting the new development, that is, where a quantified amount of infrastructure had 

to be installed prior to the development rights being exercised by the developer (John Chapman, interview by 

authors). 



Page 18 

selected AECOM — a global corporation specializing in infrastructure which established a large 

team of sub-consultants and followed a three-phase, participatory process — to develop the 

policy (City of Cape Town 2014). During the 19-month process, stakeholder engagements, open 

house meetings, sub-council and council meetings were conducted by the team. The 

development of the policy was intended to be as transparent as possible, with meetings open to 

the public and affected parties welcomed to attend, discuss, and offer their input into the 

development charges policy (City of Cape Town 2014). 

 

In May 2014, the city of Cape Town adopted the new Development Charges Policy for 

Engineering Services for the city of Cape Town.3 The stated objectives of the 2014 policy were 

threefold, to “recover the portion of the capital costs of economic infrastructure that is 

attributable to particular developments; enable the provision of economic infrastructure in a 

timely and sufficient manner to support land development; and provide economic infrastructure 

in the most cost effective manner taking into consideration scarce resources and effective urban 

form” (City of Cape Town 2014). The policy also identified four overarching principles that 

guide its implementation. These principles include equity and fairness in application; 

predictability; spatial and economic neutrality; and administrative ease and uniformity. 

 

The key elements of the development charge set out in the policy are that it is a “one-off capital 

amount paid to cover the costs of additional infrastructure that the city is obliged to provide,” 

that the “trigger for determining whether or not a development charge must be paid is a land 

development application” submitted in terms of the Municipal Planning By-law and that “the 

basis on which the amount of a Development Charge is calculated is the increased impact that a 

new or changed land use will have on existing infrastructure” (City of Cape Town 2014). 

 

In 2018 and 2019, the 2014 Development Charges Policy for Engineering Services for the city of 

Cape Town was reviewed. At the time of this writing, the revised policy was being submitted to 

the relevant council committees. Following public consultation and internal review within the 

municipality, only minor changes have been made to the policy. The proposed changes relate to 

a relaxation of the development charges liabilities imposed on developers of new early childhood 

development centers, a revision of the basis on which development charges are calculated for 

subsidized housing projects and acknowledgement that the basis on which the water component 

of the development charge is calculated may have to change in the event that the city embarks on 

costly new approaches to securing water, such as desalination plants. 

 

Cumulatively, a development charge is a combination of the impact of six services: water, 

sewerage, roads, transport, stormwater, and solid waste. Notably, only a small portion of the 

actual costs are covered (Peter Ahmad, interview by authors). And many important things are 

excluded from the DCs. This is because these services are either covered by other sources (for 

example, electricity tariffs), because officials felt that there would be too much push back if they 

were included up front (for example, municipal social services), or because it is out of the 

mandate of the city, such as provincial roads (Johan Snyman, interview by authors). According 

to the South African legislation, development charges can only be required by a municipality for 

 

3 With the adoption of the new policy, the Bulk Infrastructure Contribution Levies was rescinded (City of Cape 

Town 2014). 
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infrastructure that it is legally required to provide. This means that social infrastructure such as 

provincially provided healthcare facilities or schools or roads that are designated as either 

provincial or national roads cannot be covered. Although the city has over the past decade 

invested considerable resources in rolling out new public transport infrastructure, notably a Bus 

Rapid Transit system, this has not been financed through the development charges as the bulk of 

the capital for that investment was provided through transfers from the national government. 

 

The Basic Operations of the Policy 

 

The city’s Development Charges Policy is underpinned by two processes. The first relates to the 

planning application and the second relates to the application of the DC calculator: 

• Firstly, it is triggered by a land development application. This means that it is only 

triggered where a developer requires an intensification of the current land use of a site. 

Where the current zoning of land already allows the developer to intensify land use then 

he or she neither needs to submit a new land development application nor pay a 

development charge. Specific regulatory triggers give rise to a developer paying 

development charges. Examples include most rezoning decisions or subdivision, 

permanent departure, and consent use applications that result in a more intense land use. 

• Secondly, once the application is submitted, the development charge liability is 

calculated.  The calculator is pre-populated with the unit impact and cost data but still 

requires additional specific details per application. Overall, however, the calculation of 

development charges is based on the impact of the municipal services infrastructure, and 

thereafter, it is multiplied by a predetermined unit cost. Currently, the figures for unit 

costs are average numbers and are consistently applied across the city of Cape Town. To 

calculate the impact, the impact for each service is meticulously identified in the light of 

a land use model for the city’s future growth over the next twenty years. 
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Figure 3: Kraaifontein 

 

Source: Graham 2016 

 

The developer then faces a choice of either paying the full amount of the development charge or 

agreeing with the city on an amount of bulk external infrastructure that the developer will install 

directly, the cost of which is then subtracted from the overall liability determined through the 

application of the calculator. This agreement is outlined in a Service Level Agreement which is 

made between the developer and the city of Cape Town. An engineer (and if necessary other 

professionals) is hired to ensure that the in-lieu contribution meets municipal standards and that 

the costs are in fact what the developer claims they are (Nigel Burls, interview by authors). 

 

Notably, on average, for a developer, DCs make up a different proportion of the development 

costs for different types of property development. For instance, the impact of development 

charges on residential buildings is greater on the developer as the margins are tighter. When 

compared to commercial properties, the impact is less as the margins are higher for commercial 

development (Robert McGaffin; Deon van Zyl, interview by authors). 

 

Exceptions and Subsidies 

 

Certain exclusions, exemptions, and exceptional circumstances may arise where the payment of 

the development charge will be subsidized. Exemptions and subsidies are set out in Cape Town’s 

Development Charges Policy. This section identifies the conditions under which exemptions can 

be granted from development charges. The exemption can either be granted for the total or for 

part of the development charge liability. Generally, exemptions can only be allocated with a 

council resolution or council approved policy to exempt specified categories of land use or 

specified geographical areas. This includes a combination of the two conditions. Once an 

exemption is granted by council, it is the responsibility of the city to locate an alternative funding 

 

Box: In Kraaifontein in Cape Town, at Riverstone Villas, a private developer converted 1.17 hectares 

of undeveloped land into 51 semi-detached units on individual erven of around 200m2. The 

development was approved using the development charges policy and calculator introduced by the 

City of Cape Town in 2014. The impact and associated costs of the development are shown in the 

table below, using equivalent US dollar values (Graham 2016): 
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source to compensate for less funding being available. Exemptions are not granted to individual 

developers or properties. The city is obligated to report on the process of granting exemptions, 

including what was exempted and where the alternative source of funding was located. 

 

Development Charges as a Source of Revenue 

 

Table 1 indicates that:  

 

• DCs represent a small part of the total city budget (less than one percent) but this has 

been growing; and 

• the contribution is not consistent but is much higher than it started out as. 

 

Table 1: Sources of Revenue City of Cape Town 

  
2013/14 2014/15 2015/16 2016/17 2017/18 

Total rev of city (R) 26,321,678,000 29,471,996,000 349,80,916,000 3,816,243,6000 39,408,429,000 

Bulk infrastructure levies (DCs) (R) 60,054,000 104,884,000 91,730,000 146,552,000 188,127,000 

DC as % of total revenue  0,23 0,36 0,26 0,38 0,48 

Source: City of Cape Town annual financial reports 

 

Once collected, the DCs are ring-fenced for use in particular areas (Johan Snyman, interview by 

authors). The ring-fencing is based on districts. These are used as a proxy for the catchment areas 

of the various services. The policy makes provision for more detailed spatial ring-fencing, 

allowing the designation of distinct, functional impact zones for each engineering service, taking 

into account the way that each service is delivered and managed. However, city officials noted 

that this is too complex in practice and hence the whole city is simply divided into the same eight 

zones (other than solid waste which is centralized) (Johan Snyman, interview by authors). 

 

Importantly, city officials do not see this as an important source of revenue (Johan Steyl, 

interview by authors). This is both because it is small, but also because it is inconsistent, 

unpredictable, and hard to budget for (see Table 1 above). However, the benefit of the DC comes 

in that it is a flexible tool. It can be used to jump over their three-year capital expenditure 

schedule to support developments which are unplanned for (Johan Snyman, interview by 

authors). When a new project is proposed, even if the city has not allocated a budget for the 

infrastructure, the fund can be used to provide it and enable the project to go ahead. 

 

Views on the Development Charges: Municipal Officials, Developers, NGOs 

 

Overall, there is consensus that DCs work well in Cape Town. However, there is clear scope for 

improvement of how they operate. Different stakeholders have different perspectives on what 

could be improved and why.
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Municipal Officials 

 

Municipal officials broadly believe the policy and its implementation are working effectively. 

However, there are some key questions related to what gets included and excluded by the policy 

that officials take issue with. These relate to the extent to which DC revenues may not be used to 

contribute towards provincial and national infrastructure, public transport, or operational costs. 

 

Development charges do not cover the costs associated with the provision of provincial and 

national infrastructure (City of Cape Town 2014). This is a particularly important issue when it 

comes to roads and their classification. Many of the main highways running through the city are 

such roads. If the respective provincial or national authority does not have the upgrade of a 

particular highway or intersection in its current budget, then the approval of a new land 

development on such a road will cause traffic congestion that cannot be addressed (Armand 

Botes, interview by authors). The city is powerless to oblige a developer to make a contribution 

towards the upgrading of a road that is not a municipal responsibility and developers are unable 

to use provincial or national road upgrades that they might carry out on behalf of the provincial 

or national authorities to offset their DC contributions to the city. 

 

In practice, the city’s road officials negotiate with their counterparts in the national or provincial 

authorities to prioritize their investment on road upgrades broadly in line with planned urban 

expansion and major new land development projects. However, this adds considerably to the 

workload of the municipal officials and undermines the larger policy objective of securing 

integrated road planning in the metropole. Despite the availability of development charges for 

municipal road infrastructure, the city earmarked a separate Congestion Relief Fund in 2018 

(Mark Pinder, interview by authors). The fund complements the current cost recovery 

mechanism and directs investment towards the upgrading of key intersections and roads that are 

hotspots for traffic congestion. 

 

There is an ongoing discussion on the question of a Provincial Development Charge to ensure 

that developers contribute directly to the impact of their developments on provincial road 

infrastructure in the city. The difficulty is that the provincial government does not control new 

land developments, which is solely a city prerogative. Because there is no legal trigger that the 

provincial government can use to determine a provincial development charge, these discussions 

have largely dissipated. In relation to national roads, the South African National Roads Agency 

Ltd (SANRAL) has deeper pockets than the provincial government and has tended to be more 

responsive to requests from the city to upgrade national roads in line with anticipated or current 

growth pressures. However, because of the integrated nature of road networks — where national, 

provincial, and municipal roads are necessarily all linked to each other seamlessly — there are 

difficulties around the procurement process when a road upgrade involves more than one sphere 

of government’s road assets. A further delay to the already complex process is that intricate 

tripartite agreements must be drawn up before delivery can occur. A realignment of the legal 

mechanisms that affect municipal, provincial, and/or national roads may facilitate the 

streamlining of the land development processes. 

 

The Development Charge Policy does not include public transport infrastructure as one of the 

services covered by development charges (Maddie Mazaza, interview by authors). Instead, the 
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National Land Transport Act of 2009 allows a municipality to levy a user charge on the 

developers of new buildings (City of Cape Town 2014). The city does not currently assess or 

collect this charge. City officials are of the view that future iterations of the Development Charge 

Policy should include the provision of public transport infrastructure as well as non-motorized 

transport (Gershwin Fortune; Maddie Mazaza, interview by authors). In practice, transport 

officials negotiate and enter into agreements between themselves and private sector developers 

around the improvement of public transport infrastructure, but this is not required by the policy 

(Maddie Mazaza, interview by authors). This ad hoc method is advantageous but there is a 

preference to codify the process and to evaluate what the developers must provide on-site. Under 

the current system, since contributions are determined on a case by case basis, developers can 

end up over-subsidizing costs or provide an inadequate amount of loading dock space for a 

shopping center. 

 

In terms of cost coverage, currently DCs only cover the capital cost of infrastructure. Moreover, 

they only cover a portion of this capital cost (as larger infrastructure investments are primarily 

financed from the general budget). Some commentators argue that DCs should also cover the 

operational costs of urban infrastructure. This sentiment is, in some ways, addressed in the new 

city plan which notes that areas outside of the main development nodes should have to pay the 

operational costs of infrastructure provision in these areas. This is a controversial issue as those 

who disagree with the contention are concerned about “double-dipping.” Detractors are of the 

view that the funds for operational costs should derive from municipal revenues (most 

importantly, the property tax) and not from development charges. 

 

Developers 

 

For development charges to be effective, buy-in from developers is essential. Initially, 

developers were concerned when DCs were introduced. In the recent years, property developer 

resistance towards the imposition of development charges has been neutralized. In the case of 

Cape Town, city officials have not had many appeals against the development charges by 

developers (Fiona Ogle, interview by authors), especially since the calculator is readily and 

easily available. Among developers, the city of Cape Town’s DC calculator is respected for its 

accuracy and transparency on the costs before the application process even begins. One 

developer, Armand Botes, noted that “the calculator is easy to use, transparent, and very close to 

the costs of actually providing the infrastructure.” This means that developers are aware of the 

associated up-front costs prior to starting their projects (Johan Snyman, interview by authors). 

Despite the consensus that DCs are acceptable, several challenges remain. 
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Figure 4: Resistance in eThekwini Municipality 

 

 
 

An important issue relates to construction and property cycles. These cycles are closely tied to 

the economic and political climate of a country (DFID 2015). Property trends are largely affected 

by finance, the macroeconomy, and socioeconomic conditions in a nation (Robert McGaffin, 

interview by authors). Developers generally time their application for development rights to 

when the economy is at its peak to ensure purchasers will experience some growth. However, in 

Cape Town, the commercial, industrial, and retail sectors are experiencing a downward turn due 

to the current state of the economy (Robert McGaffin, interview by authors). The residential 

market has also experienced this, with knock-on implications for the demand for development 

rights. This has implications for the DCs as a revenue stream in the future. This effect is further 

aggravated by the developers’ view that the city’s administrative and adjudication processes for 

handling a land development application are not only too slow and onerous, but also impose 

significant holding costs and other expenses on the developer. 

 

The timing of the charge is also an issue for developers, relative to when in the development 

timeline they are most willing and able to pay high fees. As Botes pointed out “We try to delay 

the payment of the DCs as late as possible to help with our cash flow and lower interest 

payments.” When a developer constructs a building such as a shopping centre, it may take four to 

six years for the shopping centre to maximize its revenue potential (Robert McGaffin; Deon van 

Zyl, interview by authors). Nevertheless, development charges are an up-front cost that precedes 

income generation as opposed to a series of phased payments. Although this makes it harder for 

developers to come up with the money, it allows for payments resulting from the charge to be 

better attuned to the timing of the infrastructure investment. 

 

Another concern of developers is the large catchment areas which underpin the spatial allocation 

of funds. One developer, Nigel Burls, noted that “Council has tried to ring-fence per service and 

area. If internally they actually do that, we do not know. It is ultimately a number which flows 

into the coffers and we don’t know what happens from there.” Most developers believe that once 

they pay cash into the funds, the money essentially “disappears.” All developers interviewed 

indicated that they do as much as possible to lower the amount that they pay in cash by investing 
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directly in the supporting infrastructure for their site (Armand Botes; Nigel Burls, interview by 

authors). This, they argue, is the only way to ensure that the contribution augments the value of a 

site. For each development, the developer enters into a negotiation with the district planning 

offices located around Cape Town (Nigel Burls, interview by authors). These negotiations are 

the basis for deciding how much should be paid and how much can be contributed in lieu. 

 

Where Are We Now 

 

An important debate currently underway relates to how in-lieu contributions are dealt with in the 

city and the extent to which they do or do not comply with supply chain management 

requirements. Strictly speaking, the creation of a municipal asset, such as infrastructure, can only 

be done through the prescribed procurement procedures (local government abides by the 

Municipal Finance Management Act [MFMA]). When developers install infrastructure that 

exceeds their DC obligations at the behest of the city (in order for a more integrated long-term 

approach to the delivery of infrastructure), the practice has been for the city to issue a 

dispensation from the procurement rules. However, the current municipal manager has put a stop 

to this, saying that he thinks that it contravenes the MFMA. This has created practical problems 

for the city because it can no longer request that developers install excess infrastructure 

(Gershwin Fortune, interview by authors). 

 

 

Inclusionary Housing 

 

From an international perspective, inclusionary housing refers to a suite of policies and tools 

which are used to compel developers to make a proportion of their newly developed units 

available for affordable housing. The requirement can be quantified in various ways, for example 

as a proportion of the total number of units provided; a proportion of the total value of the 

project; or a proportion of the bulk coverage allowance. The contribution can also take many 

forms, for example, on-site provision, off-site provision, or in-lieu of payments. Notably, what 

qualifies as “affordable” varies across contexts. 

 

In the case of Cape Town, the city says: “Inclusionary housing uses the city’s development 

application process for new residential (and at times commercial developments) to incentivize 

the construction of housing units that are affordable to low-middle income households” (City of 

Cape Town 2018). According to the city, the tool is fundamentally aimed at “sharing” the value 

of urban land. 

 

History in South Africa 

 

In the process of dismantling apartheid, South African cities inherited two severe challenges. On 

the one hand, cities were deeply segregated and spatially fragmented. On the other, there was a 

severe housing backlog/shortage (TDA 2018). For the last 25 years, there has been a policy 

commitment to address both issues — the former through progressive planning policies; and the 

latter through large scale, state-driven housing delivery programs. It is widely recognized that the 

delivery of subsidized housing has been infinitely more successful as a mandate than an effort 

which has dramatically altered the urban form of South African cities (Harrison et al. 2007; 
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Cirolia and Smit 2017). As South Africa’s recently developed Integrated Urban Development 

Framework points out, the rapid delivery of state-driven housing has worsened spatial 

fragmentation rather than remedied it (IUDF 2016). 

 

The Development of a National Inclusionary Housing Policy 

 

Inclusionary housing has been discussed for many years in South Africa. In 2004, the then 

Minister of Human Settlements, Lindiwe Sisulu, announced plans to include an inclusionary 

housing measure in the national policy framework. At the 2005 Housing Indaba (Conference) in 

Cape Town, the national government signed the Social Contact for Rapid Housing Delivery 

(DHS 2007). This social contract encouraged private sector developers who were not engaged in 

subsidized housing provision to allocate a portion of every project for affordable housing. 

Between 2006 and 2008, research was undertaken on international best practices and local 

conditions to support the development of a national policy framework. The Regulatory Impact 

Assessment (RIA) undertaken in preparation for a draft bill on inclusionary housing described 

the objectives of inclusionary housing to be first and foremost about spatial integration. The 

secondary objectives included increasing the stock of affordable rental, and ownership housing; 

and mobilizing the private sector to provide this stock (Inclusionary Housing Bill RIA 2007: 2). 

The national framework suggested a dual-track approach: a “voluntary pro-active deal-driven” 

component and a “compulsory but incentive-linked regulation-based” component. During this 

period, the national government undertook significant amounts of technical work and stakeholder 

engagement, none of which led to changes in national law or policy. 

 

Sub-National Inclusionary Housing Efforts 

 

In parallel to these national processes, several provinces and local governments developed their 

own tools to encourage private sector housing delivery. Both the Gauteng and the Western Cape 

governments formulated draft provincial policies (DHS 2007). In the case of the Western Cape, 

the Department of Environmental Affairs and Development Planning (DEA&DP) attempted to 

implement the scheme by prescribing inclusionary housing within the Record of Decisions 

(RODs) for development applications granted under environmental legislation for residential 

development.4 However, this was challenged by developers, and in 2007, the High Court ruled 

that it was beyond the powers of the provincial government to make inclusionary housing 

prescriptions in terms of environmental legislation.5 

 

City governments also made efforts to implement the spirit of the policy, despite the lack of 

national clarity. In the city of Johannesburg, the Jerusalem Precinct in Newtown was the first 

project where these sorts of conditions were included (Vester 2009). Cape Town and eThekwini 

also endeavored to compel developers of market housing to include affordable units in their 

developments (DHS 2007). In Knysna (a smaller city in the Western Cape), a policy was also 

developed (Western Cape Government 2009).

 

4 Environmental approvals are granted under a separate legal framework to land use planning approvals and are only 

required for large scale, high-impact development applications. 
5 SLC Property Group (Pty) Ltd and Another v Minister of Environmental Affairs and Economic Development 

(Western Cape) and Another (5542/2007) [2007] ZAWCHC 58; [2008] 1 All SA 627 (C) (26 October 2007). 



Page 27 

The End of Inclusionary Housing 1.0 

 

The national policy development processes never reached fruition and eventually ended without 

providing sufficient guidance to provinces or cities. According to interviews with people 

involved in this process, the death of the Inclusionary Housing Policy resulted from several 

factors. First, there was a lack of buy-in from key political players. In 2009, there was a cabinet 

reshuffling and Sisulu, the champion of the policy, was moved to another portfolio. Second, 

there was bureaucratic inertia within the human settlements departments. Several important 

policymakers resisted these changes on technical grounds. Finally, there was the perception that 

the relatively small scale of delivery was not “worth the trouble” of implementing the policy 

(Robert McGaffin, interview by authors). At the time, it was projected that the policy would 

create around twelve thousand units per year, compared to the nearly two hundred thousand 

created by the conventional state-led delivery programs (that is, free-standing houses provided 

on a small stand, essentially for free). 

 

Recent Return – Inclusionary Housing 2.0 

 

Recently, the idea of inclusionary housing has come back onto the agenda in South Africa. Both 

the city of Cape Town and the city of Johannesburg have been undergoing policy processes, with 

Johannesburg significantly ahead. In early 2019, the city of Johannesburg approved its 

Inclusionary Housing Policy. The policy applies to all developments of 20 units or more. There 

are four ways in which developers can meet the requirements of the policy. All options require at 

least 30 percent of the units to be “inclusionary housing.” These must be provided on the same 

site as the project or in the same township area. The policy is characterized as incentive-based, as 

it provides incentives for developers to accommodate affordable units in their projects.  

 

In Cape Town, the policy process is behind. In August, the Mayoral Committee indicated their 

support for the policy development process and stakeholder workshops. In October, the 

Economic Development Partnership (EDP) supported workshops with a range of stakeholders, 

including the state, private sector, and civil society. While principles for inclusionary housing 

have been developed, the specific design of the program has not been completed — to date, there 

is little clarity as to what the policy would actually look like. The recent changes to Cape Town’s 

organizational and political structure may hamper the further refinement of the city’s 

Inclusionary Housing policy. The process of policy development in Cape Town is discussed in 

the following section. 

 

Cape Town’s New Agenda 

 

Cape Town’s current agenda for inclusionary housing has been shaped by several factors both 

locally (in Cape Town) and nationally (in South Africa). These include Cape Town’s strong 

nongovernmental organization (NGO) sector; the National Spatial Planning and Land Use 

Management Act; and the development of Cape Town’s Transport Development Authority. 
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The NGO Push 

 

Inclusionary housing has largely been pushed by Cape Town’s strong NGO and civil society 

sector. The most important NGO players have been the Development Action Group (DAG); 

Ndifuna Ukwazi (NU), and its Reclaim the City campaign; and the Economic Development 

Partnership (EDP). The rapidly rising value of land and property in the city of Cape Town has 

provoked these NGOs to focus their attention on prime real estate, and private sector delivery of 

housing. 

 

Notably, organizations such as DAG have a long history of working with the state to support the 

development of prime sites (Helen Rourke, interview by authors). In 2017–2018, DAG — 

supported by the U.S.-based Lincoln Institute of Land Policy — facilitated a series of dialogues 

surrounding the development of a city policy for inclusionary housing. In contrast to DAG’s 

collaborative approach, NU’s recent emergence has radically altered the NGO approach. NU — 

inspired by a more contentious, rights-based, and litigation heavy form of activism — has 

captured the attention of the local government and private sector through a relentless stream of 

planning submissions which aim to block projects that do not provide inclusionary housing. 

Reclaim the City, a central and well publicized campaign under NU, has been a core platform of 

the NGO. 

 

SPLUMA 

 

The Spatial Planning and Land Use Management Act 16 of 2013 (SPLUMA) provides the legal 

basis for the NU tactics (Jared Rossouw, interview by authors). A leading principle of SPLUMA 

is “Spatial Justice.”6 In terms of the Act, all decisions relating to land use and land development 

have to take into account the need to achieve spatial justice, essentially through the reversal of 

apartheid-era spatial patterns. 

 

NU has interpreted this to mean that if the public sector does not compel the private sector to 

redress the injustices of the past in their projects, then, private sector should voluntarily do so. 

The plethora of appeals lodged by NU have succeeded in capturing the attention of the 

development sector. Notably, the city of Cape Town prides itself on being “pro developer” and 

 

6 In terms of this principle: 

“(i) past spatial and other development imbalances must be redressed through improved access to and use of land; 

(ii) spatial development frameworks and policies at all spheres of government must address the inclusion of persons 

and areas that were previously excluded, with an emphasis on informal settlements, former homeland areas and 

areas characterized by widespread poverty and deprivation; 

(iii) spatial planning mechanisms, including land use schemes, must incorporate provisions that enable redress in 

access to land by disadvantaged communities and persons; 

(iv) land use management systems must include all areas of a municipality and specifically include provisions that 

are flexible and appropriate for the management of disadvantaged areas, informal settlements and former homeland 

areas; 

(v) land development procedures must include provisions that accommodate access to secure tenure and the 

incremental upgrading of informal areas; and 

(vi) a Municipal Planning Tribunal considering an application before it, may not be impeded or restricted in the 

exercise of its discretion solely on the ground that the value of land or property is affected by the outcome of the 

Application.” 
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supportive of business; so, the growing aggravation of the private sector has successfully caught 

the attention of the city (Robert McGaffin, interview by authors). 

 

In addition, SPLUMA firmly places city governments at the forefront of planning. The allocation 

of more planning power to local governments has provided an important impulse for the city to 

use planning tools to address spatial issues. While the city of Cape Town remains only partially 

in control of the housing delivery function, SPLUMA makes it impossible for the city of Cape 

Town to dodge the attacks of the NGO sector, or, to ignore the increasingly fragmented and 

unequal nature of the city’s land and housing markets. 

 

The Rise and Fall of the Transport Development Authority 

 

A key impetus for Cape Town’s inclusionary housing policy was the formation of the Transport 

and Urban Development Authority (TDA) in 2016. Led by the then mayor Patricia De Lille, the 

city of Cape Town implemented the Organization Development and Transformation Plan 

(ODTP). Core to this Plan was the creation of a mega-directorate which housed several key 

functions. Notably, the Spatial Planning and Urban Design Department, and the Human 

Settlements Department both came under the management of the TDA. 

 

The core strategy of the TDA was transport-oriented development (TOD). Underpinning this 

strategy was the widespread agreement that the bus rapid transit system which the city had 

implemented following the 2010 World Cup (called MyCiTi) was running at high operational 

losses due to poor planning decisions. The two most important planning failures were the low 

densities along transport routes and the mono-functionality of Cape Town city. To address this, 

the TDA developed a new spatial plan for the city, premised on compaction and multi-nodal 

mobility. 

 

The formation of the TDA consolidated significant levels of power within the city of Cape 

Town. A significant budget was pooled from the consolidated departments and pulled from other 

areas of work (for example, social services’ capital budget was cut in half to accommodate the 

TOD demands of the TDA). Brett Herron was appointed as the mayoral committee member for 

the TDA and Melissa Whitehead, previously the Transport Commissioner, as the head of the 

department. Since TDA held a joint mandate for housing and planning, and significant levels of 

fiscal and political power, it provided a perfect landing pad for the demands for inclusionary 

housing by NGOs. The subsequent demise of the political faction represented by Mayor De Lille 

and Councilor Herron in 2018, as well as the suspension of Whitehead, led to the reversal of the 

decision to establish the TDA. 

 

The Policy-Making Process in Cape Town 

 

Many stakeholders have been involved with the inclusionary housing process. Most notably, 

NGOs, developers, and the city government. The policy-making process has been marked by 

controversy. These controversies are as much within stakeholder groups as they are between the 

groups. Key areas of controversy are outlined below. 
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Non-Governmental Organizations  

 

While all the NGOs in Cape Town believe that an inclusionary housing program is imperative, 

they do not all agree on the approach to achieving this, nor are they in agreement on the technical 

design underpinning it. 

 

Key to this is the question of whether the city should prioritize the delivery of housing units 

(essentially a quantitative exercise); or improve the distorted urban form, largely a qualitative 

exercise (DAG, interview by authors). The choice of providing affordable housing on-site, off-

site, or via contributions to a social housing fund are important in this regard. As a housing tool, 

the questions of scale and supply (not unlike in the earlier policy) surface (Robert McGaffin, 

interview by authors): the rate of new build will always determine the number of new 

inclusionary housing opportunities that can be created. Robert McGaffin, a professor, argues that 

“the supply could be as low as 2000 new units a year, given how slow the market is.” As 

Rossouw points out, however, focusing on spatial transformation may also be legally strategic as 

a focus on housing gets stuck in the “trap of progressive realization [of the Constitutional 

housing right].” He notes that “housing delivery is not the main objective, but other times it may 

create many opportunities as…the market will pick up again.” 

 

Similarly, no agreement about whether inclusionary housing should be seen as a [wealth-

building] asset for low-income households has been reached therefore conversations about 

pursuing a path of increased ownership or rental housing remain at an impasse. The real benefit 

for the low-income would be the ability to leverage their property but homeownership (in 

contrast to renting) brings the risk of a market decline. 

 

In this sense, NU and Reclaim the City have set themselves apart from other Cape Town NGOs 

by litigating against both the social housing institutions (SHIs) as well as sympathetic 

developers, many of whom have been active in the dialogues and debates. NU has filed 30–40 

objections to projects because of their failure to provide inclusionary housing (Jared Rossouw, 

interview by authors). NU argues that blocking projects is the only way to get the attention of the 

private sector. While Jared Rossouw at NU notes that the city remains unperturbed by the delay 

of large projects, he believes that in desperation, developers will either produce inclusionary 

housing (without a policy) or push the city to develop one. 

 

This approach has created hostility between NU and the private sector, breaking down some of 

the goodwill which other NGOs had created with the sector. However, it has, at the same time, 

undeniably lead the private sector to demand a citywide policy which can be routinely and 

consistently applied. 

 

Developers 

 

Within the development sector, there are mixed feelings about inclusionary housing. While most 

agree that there should be a policy, they agree for very different reasons. Some developers 

believe that providing inclusionary housing is “the right thing to do” because living closer to 

work will eventually benefit business owners (for example, fewer people will be late for work, 

lower transportation costs, etc.). Several developers felt that they can play a role in redressing the 
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persistent legacy of the apartheid-era spatial form of the city thorough the provision of such 

housing. In contrast, other developers want a policy because they believe it will provide some 

level of certainty. One developer said: “we just want to know the rules of the game” (John 

Chapman, interview by authors). The current approach, where developers are asked to include 

inclusionary housing after having bought the land does not work (Armand Botes, interview by 

authors). Being hit with months of delays due to planning objections by NGOs is hurting their 

projects significantly (with knock-on effects in the economy). If a set policy was established, all 

developers would be held to the same standard which would make objections less common and 

developers would be to account for [the cost of] affordable housing when purchasing land 

(Armand Botes; Nigel Burls; Deon van Zyl, interview by authors). 

 

Developers have also split over the how best to engage with NU. Some have attempted to work 

directly with NU to design projects which will not be met with objections (Nigel Burls, interview 

by authors). One developer has gone so far as to write a concept note, design a Special Purpose 

Vehicles for managing units, and work with local residents to prepare them for the project (Nigel 

Burls, interview by authors). Other developers said that the loss of jobs and impact on the 

economy is too high and avoidable, and wish that the wider public and NU’s funders would 

intervene to stop this approach. 

 

Among developers, there are mixed perceptions of the impact which inclusionary housing might 

have. Some focus on the demonstrative value of these projects. As one developer indicated: 

“inclusionary housing will not change the reality of exclusionary development, but it will change 

the perception of it being exclusionary” (Nigel Burls, interview by authors). Other developers 

argue that the program could have a huge difference for those who receive well-located housing 

in areas close to their work (Armand Botes; Deon van Zyl, interview by authors). 

 

Developers share a frustration with all three spheres of government. One developer described 

city officials as having “a default setting of no” (Armand Botes, interview by authors). He noted 

that it is hard to work with city departments; the inefficiencies within the city cost developers in 

terms of delays and regulatory complications. Along similar lines, and in reference to the 

challenges of working with the state, the chairman of the Western Cape Developers Association 

argued that it is very hard for developers to provide subsidized housing using the state’s policies. 

They are highly bureaucratic and cumbersome. This couples with the very low margins for low 

income housing to create a challenging environment. He noted: “The average developer would 

rather chew off their hand than engage [with government subsidized housing].” He went on to 

say that the effort to engage with government to use its policies and incentives does not make it 

worthwhile (Deon van Zyl, interview by authors). 

 

City and Provincial Government  

 

The majority of the technical support for the inclusionary housing policy in Cape Town came 

from the NGO sector, and their international partners and donors. For example, NU worked to 

create a calculator which could be used to assess how much housing could be provided in each 

case (Jodi Allemeier, interview by authors). They also created a “mock by-law” in an effort to 

demonstrate the potential to the city (DAG 2018). This required drawing on significant levels of 

technical support. Similarly, DAG was supported by the Lincoln Institute for Land Policy, which 
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sent policy experts to Cape Town regularly to engage with the city, DAG staff, and the wider 

interested community. 

 

However, within the city, only a small team was allocated to the project: two senior professional 

officers, working largely in isolation. Rossouw described the team as having “advisory capacity 

but limited real power.” Within the city, very few officials were aware of the policy formation 

process, nor did they think it would radically shift their operations. In other words, beyond the 

small team allocated to engage with stakeholders, the policy was not taken very seriously by the 

wider city government. 

 

Since its inception, the NGO-driven policy formation process focused on the TDA generally, and 

Councilor Herron, in particular. Herron supported the policy process by participating in meetings 

hosted by the Development Action Group. These meetings brought together stakeholders — 

from the private sector, NGOs, academia, and the state — on a quarterly basis for discussions 

around policy priorities and design. 

 

While Herron was undeniably politically responsible for the most powerful directorate and had 

the full support of the mayor of the city, he was described as going “out on a limb” and “going 

against the grain” within his party (Jared Rossouw, interview by authors). As several NGOs 

pointed out, Herron did not have the full support of the administration (Jodi Allemeier, interview 

by authors). While Herron’s team was in support, there was limited buy-in from the wider city. 

For example, the other Heads of Departments (HODs) were not brought into the process (Jared 

Rossouw, interview by authors). 

 

The support that Herron could offer the inclusionary housing supporters ended abruptly due to 

political changes within the city. Towards the end of 2018, Mayor De Lille was confronted with 

corruption charges. Following her unceremonious departure from both the position of mayor and 

the party, Herron briefly ran a campaign to replace her, which failed. 

 

Since housing is largely a provincial function, the question of political will within the Western 

Cape Government is also important. According to one of the leading facilitators from the 

Economic Development Partnership, the Western Cape Government was “supportive until they 

realized it would apply to their properties in the Central City area.” The Province owns many 

prime sites in the city centre of Cape Town. These sites have very high land value. One such site 

is the now occupied Somerset Hospital site which is close to Cape Town’s famous V&A 

Waterfront. The Province claimed that the inclusionary housing policy cannot apply to Somerset 

Hospital (despite publicly saying that the site would have some affordable housing). The main 

argument against the inclusionary housing on this site was that it would not allow the state to 

“sweat its assets” (Jodi Allemeier, interview by authors). 

 

Where Are We Now 

 

The city is trying to move forward with a revised policy (DAG, interview by authors). There is 

currently no clear framework for how the policy will be designed. According to DAG, there is a 

discussion about setting up an Inclusionary Housing unit which can assess projects on a case-by-

case basis. This would allow for the flexible application of the policy and innovation to develop 
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within projects and the programme (Jodi Allemeier; DAG, interview by authors). However, as 

Allemeier pointed out “we do not currently know if there is political will to push forward.” The 

TDA has recently been disbanded, and housing, planning, and transport have returned to be their 

own departments. Thus, it remains to be seen what sort of political support will emerge. The lack 

of a champion at the local government level is an obvious challenge. 

 

In the interim, NU has said that they will “continue to object.” In this context, it is likely that 

more developers will come to the negotiation table directly with the NGO to prevent lengthy 

court processes. It is also likely that developers will begin to take into account the likelihood of 

having to provide housing (or be blocked) when they bid on land for development. 

 

 

Cape Town Insights 

 

DCs and Inclusionary Housing are very different instruments. While both instruments allow for 

revenue to be raised or value to be added through the planning process, DCs are more closely 

linked to covering infrastructure costs, while Inclusionary Housing is more of a land value 

capture instrument. However, there are some shared insights which can be drawn from the two 

cases, which have resonance with the wider literature in the field. The following sections unpack 

several themes which emerge from the study of DCs and Inclusionary Housing in Cape Town. 

Key themes relate to issues of certainty, scale, scope, space, and speed. These themes highlight 

some of the common concerns that developers, civil society and city officials have about these 

instruments. They also point to some of the preconditions for these tools to work effectively in 

Cape Town, and more widely. 

 

Certainty 

 

The question of certainty is a guiding theme among all actors engaged with both DCs and 

Inclusionary Housing. For developers, it is precisely the certainty of what they must pay in DCs 

and the uncertainty of what is expected of them in terms of Inclusionary Housing which make 

the former appealing and the latter a challenge. Developers are willing to go so far as to demand 

the city of Cape Town provide an Inclusionary Housing policy, to give them some level of 

certainty in their project planning and avoid lengthy and unpredictable court battles. 

 

The question of certainty is also important for the city of Cape Town officials. This is more the 

case with the DCs than with Inclusionary Housing. For the Budgeting Office, not knowing how 

much they will collect in DCs annually (as this is highly contingent on market conditions) means 

that they cannot take into account the DCs when they are planning the annual budget of the city. 

This is not necessarily a bad thing because it allows the DCs to remain flexible and responsive to 

new projects as they occur (as opposed to being locked in by long-term budget processes). 

However, it does mean that the Budget Office is less interested in improving DCs or expanding 

their collection than they are in more predictable sources, such as property taxation. Equally 

important, the recent drought in the city has brought into question the predictability of service 

charges, forcing the city to be more flexible and to search for other sources of revenue. 
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Scale 

 

The question of scale arises in both the DCs and Inclusionary Housing debates. Exactly how 

much money is brought in from DCs? And how many new units are likely to be produced from 

Inclusionary Housing? The small scale relative to the total city budget (in the case of DCs) and 

the total backlog in affordable housing (in the case of Inclusionary Housing) is often used to 

undermine the importance of the instruments within a citywide context. This is also true in the 

international literature, where scholars note that it is very rare for the full cost of infrastructure or 

public services to be covered by contributions of this type (Chapman 2017). 

 

However, in Cape Town, and the literature more widely (Smolka and Furtado 2002), there are 

principled reasons for the application of instruments which are fundamentally not related to the 

scale of the impact on the budget or the backlog. For DCs, the principle is that developers should 

pay their “fair share” of the infrastructure costs they consume. Notably, only a small amount of 

the costs are actually covered in the DCs, suggesting there is scope for improvement (for 

example, including public transport or some basic social services). In the case of Inclusionary 

Housing, the principle is related to spatial transformation and ensuring the private sector 

contributes to reshaping the post-apartheid city. Notably, many interviews suggested that this 

program may shift perceptions more than the actual city structure of the city, so there is scope to 

assess if this program supports or detracts from real efforts to reform the structure of Cape Town. 

 

Scope 

 

The question of scope is a common theme within discussions on both instruments. Scope, in the 

context of the DCs, relates directly to what should be included (or excluded) as part of the DCs 

contribution (for example, social services, provincial infrastructure, etc. are excluded). The fact 

that roads are the central piece of infrastructure accounted for in the DCs raises the question of 

whether developers are actually contributing to city infrastructure as opposed to exploiting DCs 

to increase the value of their sites. 

 

Scope, in the context of inclusionary housing, relates directly the question of policy design — 

Should the focus be on increasing homeownership or rental housing? Which income groups 

should be the beneficiaries? Should contributions be made on-site, off-site or in-lieu? These 

questions have yet to be fleshed out through a more detailed policy design process, nor is it clear 

if they ever will be. But what is clear is that the scope of the program, what is and is not covered 

and allowed for, will have fundamental implications for how it operates in practice. 

 

Space 

 

Cape Town continues to grapple with the spatial implications of both apartheid spatial planning 

and the post-apartheid housing delivery program, both of which have contributed to further 

sprawl and spatial fragmentation. The spatial location of investments and opportunities is 

therefore unavoidable in this context. 

 

Spatial ring-fencing of revenues is a particular point of controversy in the DCs case. While the 

payments made by developers are allocated to the zones where they have been paid, developers 
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feel that the spatial ring-fencing is too crude and the catchments too large and bulky for their 

projects to feel the effect of their contributions. The revenues captured in these pools do not have 

a tangible impact on their developments. To counter this, developers would rather contribute in 

lieu of. Obviously, this allows developers to ensure that the full value of their contribution can be 

captured by their project. However, it also detracts from the possibility of redistribution on a 

wider scale. 

 

The question of space is equally important in the inclusionary housing context. The fact that 

urban authorities have remained unable (or possibly unwilling) to ensure that low-income people 

have access to housing which connects them to opportunities is a key point of contention which 

the policy aims to address. This has implications for the design of the policy. It would mean, at 

least in theory, that developers who are providing conveniently located units would have to offer 

inclusionary housing on-site (or near the site). Other developers who are not building units in a 

convenient location (for example, in a peripheral gated community) would have to either 

contribute to an inclusionary housing fund or offer affordable units in a more convenient area. 

 

Speed 

 

Speed is an important theme in both cases. Developers are particularly concerned with projects 

being slowed down, either by institutional inefficiencies or by activist blocking projects. In both 

cases, they argue the cost of development increases (Deon van Zyl, interview by authors). These 

costs are either transferred to the end users (making the development less affordable) or result in 

the project never getting off the ground (limiting future additional revenue for the city). 

Reflecting on rising costs of development, the chairman of the Western Cape Property 

Developers Association noted: “as an industry, we ask ourselves ‘how much more can the end 

user tolerate.’ Projects will increasingly become less viable.” Expert McGaffin stated: “we are 

losing so much value which could be captured in the system, because of the long development 

process.” 

 

Activists are equally concerned with the question of speed, particularly when it comes to 

housing. They argue that they cannot wait for the city to create a perfect policy. Their legal 

tactics reflect a commitment to work quickly and to speed up the process of policy formation by 

putting pressure on developers. 

 

 

Implications for African Cities At-Large 

 

The rapid and often unpredictable growth in infrastructure needs of African cities requires 

flexible and responsive instruments for raising revenue and ensuring that infrastructure delivery 

takes place. To understand how and why existing land-based financing tools operate the way 

they do, and the possibilities for improving their operations or implementing new tools, requires 

coming to grips with the specificity of city context. As we show in this report, these tools do not 

operate in a vacuum; they are confronted with urban contexts which have particular land market 

dynamics, infrastructure arrangements, governance systems, and fiscal conditions. Situating 

these tools within this wider political, social, spatial, and economic context allows for a deeper 

understanding of the potential and limitations which they face. We also see that instruments do 
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not emerge overnight, but result from years of practice, of incrementally learning what works 

and what does not. 

 

We draw several key insights from the Cape Town case, in conversation with the wider African 

cities’ dynamics discussed in the literature review.  To begin, one-off contributions are a useful 

tool. Used in combination with other instruments, such as property tax, they can ensure that 

developers contribute more fairly to the infrastructure systems that their projects rely on. They 

can also provide a flexible pot of funding which can be used to support developments that may 

not be fully budgeted for within the general, multi-year, capital planning programmers. 

 

In many other African countries, one-off contributions are already in operation in various forms. 

In many cases, they are neither as organized nor as systematic as the case of Cape Town’s DCs. 

Instead they present as more basic instruments, such as building approval charges which vary 

based on the value of projects or size of the development. They also include more negotiated 

instruments, where developers provide some sort of in-kind contribution, like the Inclusionary 

Housing contribution in Cape Town. These instruments — while generally not considered to be 

part of the suite of land-based finance tools — are important because they represent a first step in 

a conversation between city officials and developers about how infrastructure should be paid for; 

how public money should be spent; and how wealth is created and apportioned. 

 

When tools such as one-off contributions are not directly linked to public expenditure and 

development priorities, their value can be lost. In the example of Cape Town, notwithstanding 

recent well-publicized allegations of impropriety in the land development system, the developers 

are broadly in agreement that their development contributions are prudently spent and that such 

spending will produce long term benefits for their projects. This reduces the resistance to these 

conditions, which makes for a more efficient overall land development approval process and, 

thus, cost savings for both developers and the city government. A starting point for developing a 

tool is not to focus too closely on how to extract revenue from developers, but to rather to ensure 

that there is a process to ensure that there is appropriate, defensible expenditure linked to these 

revenue flows. 

 

The extent to which such tools can be effectively linked to expenditures depends on the quality 

and reliability of the individual city’s infrastructure planning. Where there is detailed, 

comprehensive infrastructure planning, as in the case of Cape Town, it is both relatively easy to 

calculate the scale and nature of a developer’s contribution towards the city’s infrastructure 

network as well as to design an instrument like the proposed inclusionary housing contribution. 

In that case, the city government can estimate with sufficient confidence the likely impact of new 

development on both the infrastructure networks and the supply of affordable housing. In many 

African cities, however, infrastructure planning is not comprehensive, reliable, or up to date. It is 

therefore much harder to estimate those types of impact in a defensible and rigorous way. The 

consequence of that is the one-off contributions are less able to fulfil their potential as a public 

finance instrument. The cash contributions tend to be lost in a general city budget and the in-kind 

contributions tend to be focused on the areas already favored by developers (for example, 

investments to unlock their own projects). The net effect of this is that there is a sharply reduced 

likelihood of the contributions positively addressing African cities’ overall and long-term 
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infrastructure needs, or of leveraging the full potential that African cities could derive from one-

off contributions. 

 

In the Cape Town context, the developers’ main demand is that they get reliable, clear and 

transparent guidelines for their contributions. In the case of the DCs, this has been achieved and 

is often celebrated by developers, although of course costs are ultimately passed on to the 

purchasers of their properties. In the case of Inclusionary Housing, the lack of clarity has cost 

developers time and energy in lengthy court battles with social justice lobbying groups, intent on 

forcing developers — with or without a clear policy obligation — to contribute to the address of 

affordable housing deficits in the city. Predictability and clarity allow developers to cost these 

contributions upfront and avoid lengthy delays.  The desire for predictability may be less acute in 

other African cities. In contexts where there are less transparency and more systemic corruption 

in the land development process, developers and city officials alike may prefer the highly 

negotiated model. Formalizing and systematizing this model may only make sense when the 

wider land development systems is no longer a site of localized patronage and are infused with 

wider practices of integrity. 

 

Overall, studying one-off contributions cannot follow a simplistic, one-size-fits-all framework as 

each tool is different and each context is different. To appreciate the implementation potential of 

any one tool, it is necessary to understand how it operates, or might operate, and the perceptions 

and practices associated with it. Depending on the nature of the tool, the questions will vary. 

Different actors will be involved, and different arms of the city government will be affected. It is 

important to understand the motivations and interests of each of these parties, to understand what 

drives their day-to-day business as well as their long-term ambitions, if one is to design an 

instrument that works effectively. It is also necessary to place the tool within the wider 

infrastructure and finance context of the state. This means understanding how it fits into revenue 

and expenditure patterns and how it relates to the development of material infrastructure systems 

in the city. Where the city’s government is unstable and under-resourced, where every month is a 

struggle to meet basic obligations like the wage bill, then there is little prospect of an instrument 

predicated on detailed, comprehensive, long-term infrastructure planning and investment in line 

with that planning ever gaining traction. In that case, the design of a new instrument needs to 

adopt a more pragmatic approach, one grounded in an understanding of what will work in the 

short term first, to build trust and integrity in the system, before moving on to achieving more 

ambitious targets. 
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Appendix: Basis for Calculating Unit Costs in Cape Town’s Development Charge Policy 

 

“A municipal Development Charge is calculated to determine as closely as practical the pro rata 

share of the actual, capital costs of related municipal infrastructure needed to service a particular 

development. The determination of costs is based on estimated unit costs for each service, which 

are calculated in the following manner: 

 

a) A 20-year land use development scenario is projected for the city including planned 

generic land uses and densification. 

 

b) The land use model is used to develop optimum service models for transport, water, 

sewerage, stormwater and solid waste to correspond to the future land use scenario. 

 

c) The demand from this future development on each of the engineering services is 

calculated using average unit demands for each land use category, based on demand 

factors from the Guidelines for Human Settlement Planning and Design (CSIR and 

Construction Technology 2000), the South African Road Trip Generation Manual 

(Department of Transport 1995), and professional engineering experience. 

 

d) The infrastructure required to service this new demand is determined, taking into account 

existing master planning and any existing capacity (or lack thereof) within the systems. 

 

e) Engineering standards for the infrastructure are obtained from the Guidelines for Human 

Settlement Planning and Design, Minimum Standards for Civil Engineering Services 

Version 1 (City of Cape Town 2013), various design manuals and engineering practice in 

the industry. 

 

f) The future capital cost of this infrastructure is quantified using the current replacement 

cost of construction of the systems. Current replacement cost includes all land costs, 

professional fees, materials, labor, preliminary and general items. The capital cost to 

address infrastructure backlogs are excluded from the total cost. 

 

g) The total capital cost is reduced to a marginal unit capital cost by dividing the total cost 

by the total unit of demand for each service. 

 

h) The outstanding loan amount for each service is divided by the total capacity of the 

existing service infrastructure (to obtain a loan amount per unit of demand) and 

subtracted from the unit capital cost. This correction is made to avoid double payment for 

infrastructure capacity that is funded through loans and recovered through tariffs. 

 

The above process can be summarized in the following conceptual formula: W = (K/E2) 

– (L/E1) 

Where: 

W = unit cost applicable to the type of development 

K = total current cost of future bulk engineering services 

E2 = design capacity of future bulk engineering services 
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L = total outstanding loans for bulk engineering services 

E1 = design capacity of existing bulk engineering services 

 

i) Unit cost estimates for each infrastructure category will be inflated annually by the Civil 

Engineering Index, as published by the South African Federation of Civil Engineering 

Contractors (SAFCEC). Total outstanding loans for each service shall be taken from the 

financial statements of the financial year-end preceding the annual review. The annual 

percentage increase to the unit costs, taken from the SAFCEC index, shall be approved 

and published as part of the annual budget process. 

 

j) Where possible, unit costs should be re-calculated every five years using current 

replacement costs to accurately reflect the infrastructure cost. 

 

k) In the case of a full re-calculation the annual inflation will not apply for that year. 

The developer shall be required to pay the unit cost rate applicable on the date at which 

the Development Charge becomes payable. Where the payments are scheduled in 

accordance with phased approvals of a development then the applicable unit cost payable 

for each phase is that applicable on the date at which the Development Charges becomes 

payable for that phase. In the case of a phased development where the application is made 

prior to a full re-calculation of the unit costs but the approval is granted thereafter, the 

last unit cost (including annual inflation) prior to the full re-calculation shall apply.” 


