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INTRODUCTION 

One of the outstanding properties of economic life is t he often obser­

ved unevenness of eco~o~ic performance with respect to time and place. The 

study of economic history , or any systematic reconstruction of economic events, 

shows that although economic growth has been unmistakable in the long run, it 

has also been characteristically uneven over shorter periods of time . Perhaps 

the most obvious manifestation of such economic variability over time, certain­

ly i~ ~arket -oriented economies, has been the business (or trade) cycle , i.e., 

the recu r ring cumulative rise and fall in economic activity, the causes of 

wh i ch have Deen of both internal and external origin. 

Since the Second World 'tlar, the international com:nuni ty has devoted 

~uch attention to the problems of economically less developed countries and 

societies. After more than three decades of deliberate development efforts, 

less developed societies have, on the whole, experienced some signi ficant eco­

nomic progress. Yet such progress has tended to be selective and there remain 

today vast discrepancies between the economic status and performance of dif­

ferent parts of the world, as well as between different regions within the 

sa:r.e count ry . 

In general, the approach adopted in the study of the business cycle 

anc of economic development has tended to be macro- economic in nature, admit­

tedly involving some considerable disaggr egation of empirical data. Hm,ever, the 

study of regional economics has increasingly evolved along micro-economic 

lines as well, involving as it does the reaction of supposedly rational in­

dividuals (investors, workers) to various economic stimuli. This shift in me­

thodology, that is , the incorporation of an explicit micro- econo:nic di~ension 

in the a~alysis of oroad econo~ic issues, has recently also become noticeable 

1n the field of development ec onomics. Briefly ' put , the essence of the micro­

economic "approach" is that individual decision-takers maximise some (rational) 

objective, or set of objectives, within a number of given constraints . Eco-
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nomic development, therefore, involves not only aggregates such as total re-

source endowment, but also the constraints within which the available resources 

are utilised. Perhaps the main point to be made here, is that disappointing 

econo~ic performance is not necessarily always the outcome of insufficient 

resources, but also of restrictions and imperfections that ~ay govern the ac-

t i ons of individual decis i on-takers. 

These rather wide-ranging issues are fully reflected within the scope 

of the South African economy. Not only has South Africa been liable to inter-

mittent cyclical fluctuations affecting all sectors of the economy and all re-

gions "Tithin the country, but it also represents, in a microcosm, the inter-

national dichotomy between rich and poor societies. Moreover, vast economic dis-

crepancies exist between different geographic regions within the country as 

a whole, whatever the phase of the business cycle may be. Readily identifiable 

population groups also find themselves at different stages of demographic and 

econo~ic development. 

Within this varied setting, South Africa's Coloured population group 

occupies a so-called intermediate position, that is, in terms of economic sta-

tus and performance it falls (like the Asians) between the Black and White po-

pulation groups. In order to draw some economic generalisations against a vast 

background of heterogeneity and change, this study concentrates, to some ex-

tent, on the position and behaviour of South Africa's Coloured people. To 

narrow the scope of the enquiry further, some special attention is paid to 

to the position of housing within this context. The main reason for this is 

that the demand for and the quality of of housing are also matters which are 

greatly affected by the process of economic development, the market for housing 

itself being extremely heterogeneous. Finally, the study also has a regional 

focus of an "intermediate" nature, in that it specifically looks at the Co-

loured populationm of Grahamstown, which is neither rural nor metropolitan in 
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its structure . It is hoped that by conducting the enquiry at this confined 

ye t multi-focal level, it will be possible to relate its subject matter to the 

concept of optimal behaviour in a largely micro-economic context. In view of 

present policies to limit the role of government and to stimulate private en­

terprise in South Africa, the issue of optimal resource allocation within the 

pri vate sector of the economy would seem to be of topical interest. 

The various parts of this study are set out as follows: Chapter I dis-

cusses cyclical fluctuations with reference to the South African housing mar-

ket; Chapter II outlines seeoingly relevant locational factors with regard to 

optimal residential choicej Chapter III gives a broad overview of the economic 

position of South Africa's Coloured population, again with some reference to the 

housing situation; while Chapter IV specifically looks into the relationship 

between demographic - econooic variables and Coloured housing in Grahamstown. 

Finally, Chapter V attempts a broad synthesis of Coloured housing and economic 

efficiency in South Africa. The relevant references (footnotes) appear at the 

end of each chapter . 

I would like to record my thanks for assistance received in this study 

to a nuober of persons attached to Rhodes University. They include my super­

visor, Professor M.L. Truu, and also Mr. P . A. Black, both of the Department of 

Economics. Me~bers of the Department also greatly assisted me in connection with 

language and style. Professor S . Bekker of the Institute of Social and Economic 

Research also supplied much useful inforoatio~, while the staff of the Uni-

versity Library were most helpful in a large number of ways. Finally, I would 

also like to thank the Town Clerk of Grahamstown for his kind assistance. 



CHAPTER I 

CYCLICAL FLUCTUATIONS AND HOUSING IN SOUTH AFRICA 

1. BUSINESS CYCLE THEORY 

Records show that periods of crises and distress are almost aa old as 

human hiatory, yet the general term. "business cycle" wae only coined in the 

20th Century, evolving from changing terminology such as "languishing trade", 

"commercial crises", "periodic crises", "credit cycle", "industrial depression", 

and "investment cycle". The arrival of recurrent cycles cannot be exactly dated, 

1 but according to Estey "their first definite and undeniable appearance occurs 

in England at the beginning of that modern period ushered in by the end of the 

Napoleonic wars •••• when the country began desplaying the essential character-

istics of modern industrialism." 

Business activity is very seldom smooth. The process of business change 

can be reduced to several constituent elements, of which we will be mainly 

interested in the cyclical component. Thus the study of time series must con-

sider the following: 

1. The secular trend, which is the long-term tendency of the activity 

to grow (or to decline). A rising trend is related to factors such as 

population growth, increased productivity, and innovations. 

2. Seasonal variations, which occur in regular sequences at specific 

intervals of ·time. They are usually associated with seasons of the year. 

3 Random or erratic variations, which occur in a completely unpredict-

able fashion. These may be the result of for e.g., wars, strikes, floods, 

fires, earthquakes, and political events. 

4. Cyclical fluctuations. These are movements that represent consistently 

recurring, but not completely regular rises and declines in activity. 

By using various statistical devices it is possible to remove the trend 

and the seasonal variation from a time series, i.e. to distinguish grcwth and 

seasonal variation from cycles. Because it is not statistically possible to 

eliminate random fluctuations satisfactorily in this way (and because they 

.••••. /2 
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can cause cycles), it is reasonable to include them with cyclical movements 

as the residual components of the time series. When this is done, business 

activity measures invariably show a series of fluctuations over time known as 

business cycles. 

Burns and Mitchel12 define business cycles as "a type of fluctuation 

found in the aggregate economic activity of nations that organise their work 

mainly in business enterprise; a cycle consists of expansions occurring at 

about the same time in many economic activities, followed by similarly general 

recessions, contractions and revivals which merge into the expansion phase of 

the next cycle; this sequence of changes is recurrent but not periodic; in 

duration business cycles vary from more than 1 year to 10 or 12 years." The 

level of employment is closely related to the level of economic activity. As 

output and employment fluctuate, prices will change in response to changes in 

aggregate demand and in marginal costs. Thus Hansen3 defines the business 

cycle as consisting of fluctuations in 

(i) 

( ii) 

(iii) 

Employment 

Output 

Prices 

The term business cycle is perhaps a misnomer because it implies that 

the wave-like movements are periodic, and that they have the same amplitude. 

This is of course not true since there are numerous factors which affect 

business activity and in different ways. Pigou said that although cycles are 

of the same family, they are not identical twins. 

At this point it is necessary to define certain other concepts. A dis­

tinction must be made between "observed" and "unseen" cycles. We could for 

example "observe" the percentage deviat ion of GDP from a rising trend. However, 

one cannot accurately determine general cyclical movements for the economy 

as a whole by studying single series in isolation (even if they are composite 

ones like the GDP) , so that numerous series are used to determine general 

•· ••.. /3 
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turning points for the economy. Hence it is obvoius that there will be a wide 

dispersion of different cyclical peaks and troughs at any given time, with 

some series rising while others are falling. This point is clearly illustrated 

by the fact that even though South Africa recently (1974-77) experienced a 

severe recession, there were nevertheless some firms enjoying increasing turn-

overs and profits, for example, firms with defence contracts; suppliers of 

certain farming and mining equipment; firms with large proportions of foreign 

sales; motorcycle distributors; tyre ret readers; hotels close to cities; se­

curity services; suppliers of TV dinners and frozen fOods.
4 

An unseen cycle is constructed by studying a large cross-section of 

different time series. By plotting the percentage of these series which are 

rising one obtains a movement in aggregate actively known as the diffusion 

index. When more than 50% of the series are rising this indicates an upswing, 

and vice versa for a downswing. This is an unseen cycle because it is merely 

a schematic composite of both rising and falling series, with no magnitude 

attached to the upswings and downswings. 

One does not however often hear of seen and unseen cycles. It is more 

common to hear of a reference cycle in place of an unseen cycle, and a spe-

cific cycle in place of a seen cycle. Reference cycle peaks and troughs rep-

resent the approximate dates when aggregate economic activity reaches its high 

and low levels. Specific cycles plot the movements of individual time series. 

In connection with the phases of the business cycle, Schumpeter regards 

the mark-off points as being designated by the points of inflection, which he 

calls the "neighbourhoods of equilibrium". 

. .•.• . /4 
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Figur. I : Business Cvcle Modal 

AB - Prosperity 
CO - Depression 

B - Peak 

A,C,E - Points of 

BC­
OE­
D -

Inflection 

Recession 

Recovery 
Trough 

Schumpeter thinks in terms of a cycle having the four phases prosperity, 

recession, depression, recovery. The further the economy moves ayay from the 

neighbourhoods of equilibrium, the stronger the forces become- that stop these 

movements. 

On the other hand, Burns and Mitchell regard the peaks and troughs ae 

being the mark-off points. This is the most common yay of measuring cycles, 

and is much easier to apply than Schumpeter's method since peaks and troughs 

represent much clearer mark-off points. The greater part of the cycle is then 

divided into an expansion phase from trough to peak, and a contraction phase 

from peak to trough. 

The expansionary and contractionary movements yhich constitute business 

cycles are believed to be caused mainly by fluctuations in the volume of real 

investment. When autonomous investment is increased this produces via the 

multiplier a magnified increase in income. This results in an i ncrease in final 

demand, yhich may in turn, via the accelerator induce further investment in 

order to meet this demand. The interaction betyeen the multiplier and the acc-

elerator is (depending on the parameter values) capable of produc i ng cycles. 

But there are several other important factors such as monetary, psychological, 

• •••.• /5 
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international, and balance of payments aspects which affect the course of the 

cycle . 

There are numerous businesa cycle theories. This can be very confusing 

because even if one theory fits all cycles, it is still possible to have a 

number of different explanations which are not logically exclusive or contra­

dictory. This happens because a theory normally stresses one or two relevant 

factors as dominant or causal. 

Basically the busineas cycle is explained in terms of a combination of 

exogenous and endogenous factors. An exogenous explanation relies on external 

disturbances such as climatic factors, wars and political events, rates of 

growth o~ population, discoveries of new lands and resources, inventions and 

technological discoveries; whereas endogenous theories rely on movements which 

are inherent in the economic system and in the growth process. Endogenous 

factors give rise to self-generating fluctuations, where every expansion auto­

matically leads to recession and contraction and vice versa. -These theories 

are dynamic in that some of the variables in the economic system depend on 

lagged values or responses of others, or on their rates of change. 

In practice one cannot have either a purely exogenous or endogenous 

theory. External disturbances do not for a start occur in a periodic manner; 

the system does not respond without time-lags, and it would be extremely dif­

ficult to determine turning points, and how for example harvest variations are 

converted into general alterations of expsnsion and contraction. On the other 

hand, even if a purely endogenous cycle could repeat itself for ever, it would 

most certainly be influenced by outside forces. A theory often has an origin­

ating factor or starter, which triggers off the cumulative cyclical process. 

Exogenous forces also have the power "to accelerate, retard, interrupt or 

reverse the endogenous movement" of the system, which makes, as Haberler says, 

perfect cyclical regularity a priori improbable.5 

The full employment level acts as the ceiling beyond which it is phys­

ically impossible to extend output. Hicks says the economy can creep along 

••..•. /6 
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the ceiling for a ~hile (~hich rises as population grows and technology im-

proves), but must sooner or later "bounce" off it due to the slo~ing down of 

the accelerator via the check on national income.6 The resulting fall in in-

vestment pulls down income even further via the multiplier, so that a contra-

ction gets under ~ay. There are several types of shortages and bottlenecks 

that can occur: 

(i) Full employment of labour: In South Africa this is felt very strong-

ly in the skilled labour market. Since investment fluctuates more violently 

than consumption bottlenecks are likely to occur in these industries first. 

Labour transferability is limited in the short run, so that the expansion is 

slowed down or stopped. 

(ii) The Monetary ceiling: This is especially important where the money 

supply is tied to the country's foreign exchange reserves, and is relevant to 

open economies like South Africa. This leads to: 

( iii) The balance of payments ceiling: This is an extremely important 

buffer to expansions in South Africa. Approximately 80% of South Africa's 

imports consist of intermediate and capital goods, and since the propensity 

to import is very high, this means that a boom is usually restrained by a 

deficit on the balance of payments. 

The notion of the floor is explained in terms of the fact that in reality 

disinvestment cannot occur at a faeter rate than the cessation of gross in-

vestment, even though the accelerator might warrant a much faster rate. This 

means that the intensity of a downswing is arrested, as this wearing-out pro-

cess might take a very long time. The economy then gradually approaches the 

position ~here the capital stock is reduced to the desired level. At this stage, 

~hen plant ~ears out it will have to be replaced, so that gross investment 

again becomes positive. This sets first the multiplier and then the accelerator 

into action, so that the upswing geta under way. 

Although this is a purely endogenous explanation of the revival ~hich 

.. .... /7 
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occurs automatically with explosive cycles, it should be apparent that ex­

ogenous forces such as inventions or increased exports can hasten the upturn. 

The accelerator principle is often applied to inventories since it is 

usual for businessmen to maintain inventories bearing some relation to sales. 

As sales increase, inventories become run down so that orders must be increased 

to build them up to the desired ratio. When sales fall disinvestment occurs 

while inventories are run down until they are again in line wi th sales . 

If inventory investment is subject to the accelerator, it can in con­

junction with the multiplier result in fluctuations of income, but these 

cycles will tend to be shorter that those originating from fixed investment. 

The reason for this is that being less durable than capital, inventories turn 

over more rapidly so that investment decisions can be based on the current 

situation and expectations of the immediate future. Replacement is also much 

quicker than for capital stock. 

Passive inventory change occurs when output does not respond to changes 

in sales. However, Metzler maintains that this is unrealistic because business­

men will normally try to replace inventories run down by an unexpected increase 

in sales, or to reduce them when sales fall. 7 He therefore considers a model 

in which allowance is made for such changes and where the rate of expectations 

is also introduced. If for example a businessman is optimistic he is likely 

to increase his inventory orders out of relation to the past sales volume, and 

vice versa if he is pessimistic - quick thinking and action are the mark of 

a successful businessman . 

These models result in cyclical swings of income occurring from changes 

in inventory investment. 

After the Keynesian revolution real factors were considered to be the 

major causes of business cycles, and monetary factors were relegated to a fair­

ly subordinate role. However, with Fri edman's revival of the importance of 

money, the position has changed considerably, and monetarists have attempted 

....... /8 
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to show a causal relationship between changes in money, and changes in nat-

ional income, and real factors have been largely overlooked. However, a balan-

ced view of "the" theory of the business cycle should surely draw on aspects 

of all the major theories. 

2. THE BUSINESS CYCLE IN SOUTH AFRICA 

Turning points of the post-World War II business cycle in South Africa 

have been determined by Smit and van der Walt up to 1972,8 with subsequent 

analysis undertaken by de Kock. 9 

There are three main methods of determining turning points, namely the 

growth rate of composite or aggregate series, cluster of turning points, and 

diffusion indices. The South African turning points were computed mainly from 

a combination of the last two methods, of which the diffusion index is the 

most interesting, and perhaps also the most important. Personal judgement was 

also taken into consideration, especially in the elimination of the trend, 

and in choosing time series that were useful for economic diagnosis. In this 

respect, series that did not show clear cyclical movements were excluded, and 

the number of price series was restricted because the emphasis was on real 

economic activity. 

In determining the South African reference dates a sample of over 200 

time series was used, many of which were available for only a part of the 

period since the war. Apart from eliminating the season and the trend, ad-

justments were also made for the number of trading days in a par ticular month. 

Inverse scales were used for some series such as employment. 

The results of the three different methods were found to be very sim-

ilar, and did not differ by more than 4 months for any of the reference dates. 

This is quite remarkable since Smit and van der Walt say that "under normal 

circumstances it is not possible to determine a turning point of the business 

cycle within a short period of time such as a month." 10 

...... /9 
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In arriving at final reference turning points, the reault of all three 

of the methods were taken into account, as well as the turning points of im­

portant composite and individual series. These final turning point dates are 

as follows: 

Upswings Downswings 

Post-war July 1946 Aug. 1946 Apr. 1947 

Hay 1947 Nov. 1948 Dec. 1948 Feb. 1950 

Mar 1950 Dec . 1951 Jan. 1952 Mar. 1953 

Apr. 1953 - Apr. 1955 May 1955 Sep. 1956 

Oct. 1956 - Jan. 1958 Feb. 1958 Mar. 1959 

Apr. 1959 - Apr. 1960 Hay 1960 Aug. 1961 

Sep. 1961 - Apr. 1965 May 1965 Dec. 1965 

Jan. 1966 - May 1967 Jun. 1967 Dec. 1967 

Jan. 1968 - Dec. 1970 Jan. 1971 Oct. ·1972 

Nov. 1972 - Aug. 1974 Aug. 1974 Dec. 1977 

Jan. 1978 -

The time series for the study were chosen from the following sectors: 

1. Agriculture, forestry, hunting and fishing. 2. Mining and quarrying. 

3. Manufacturing. 4. Construction. 5. Electricity, gas and water. 6. Trans-

port, storage and communication. 7. Trade. 8. Financial services. 9. Fixed 

property. 10. General government. 11. Other services, such as new companies, 

and mortgage bonds registered. 12. Sundry series, such as balance of payments 

data. 

It is not altogether unrealistic to view the influence of foreign eco­

nomic activity in so far as it affects South Africa's balance of payments, as 

being the tail that wags the dog, i.e. the domestic economy. Perhaps this is 

putting it a little strongly, because although exports depend on economic 

conditions abroad, imports depend on conditions in South Africa. Nevertheless, 

the balance of payments remains the most important factor affecting the course 

•••••• /10 
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of the business cycle in South Africa. 

There exists evidence to the effect that the pattern of South Africa's 

cyclical fluctuations may have changed significantly in recent years. The rea-

sons for this are to be found both in the international and the domestic economy, 

and include the follo~ing: the breakdo~n of the Bretton Woods system and its 

replacement by "floating" exchange rates, international transfers of income 

associated ~ith the oil crisis, accelerating inflation and a substantial in-

crease in the price of gold. 

According to de Kock, a cyclical upswing no longer puts the current 

account on the balance of payments under the same pressure as before. A defi-

cit is now expected to occur "only fairly late in the upswing, Le. around 

the upper turning point of the busine"s cycle."ll Also "It is probable that in 

future the surplus on the current account will appear sooner after the commence­

ment of the downm;ing than in the past,,;2 De Kock summarised the net effect of 

these de.velopments as follo~s: " ••• the typical downswing might well be milder 

in the future than in the past and, depending upon the precise form ~hich the 

ne~ upward impulse takes, the succeeding upswing might tend to gain momentum 

more rapidly than in the past." 13 

3. THE BUILDING CYCLE 

The existence and behaviour of a house-building cycle has been the subject 

of some controversy among economists, although most writers appear to agree 

that it shows strong fluctuations. Economic literature before and immediately 

after the Second World War often refers to a residential construction cycle 

in its own right, with a duration of about 20 years. Matthew", for example, 

observed a cycle of this (average) length in the United States between 1860 

and 1950, and a rather longer one in Great Britain. 14 Cycles of roughly 20 

years in length have also been observed in Germany, Sweden and Canada. 15 

At the centre of most controversies is the interaction bet~een the house-

building cycle and national income. J.M. Clark refers to large irregularities 

•••••• /11 
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in residential construction "combined 'With a large average lead"; moreover, 

he views residential construction as belonging to the category of consumption 

goods that exhibit the largest and most frequent cyclical lead. 16 Matthews, in 

turn, refers to the reactions lags in this context.
1? Tinbergen is of the op-

inion that the general business cycle does affect the housing cycle, but only 

to a relatively small extent. 18 He doubts the validity of such theories and 

statements that "building moves against the cycle", and contends that such infer-

ences depend on the particular year(s) observed. He mentions that, in the past, 

the abundance or shortage of housing has been the chief cause of house-building; 

the current supply of houses has therefore very little connection with the cur-

rent level of economic activity, in contrast with the supply of non-durable 

(consumer) goods. In this context, he also refers to the sensitivity of the 

supply of housing to changes in confidence. Hence, he concludes that purported 

leads on lags tend to depend on the year(s) of observation, and also disagrees 

with alleged counter-cyclical movements. 

More recent literature has largely abandoned the notion of a long-term 

building cycle, because of a lack of empirical evidence in the period after the 

Second World War, and, instead, refers to short-term cycles (of 3 to 5 years) 

in house-building during more recent years. Against the background of short-

term cycles, the counter-cyclical pattern of residential construction is also 

given renewed emphasis. 

Most economists regard population change a major determinant of the level 

of housing activity in the long run. In the past, major booms in house-building 

have tended to coincide with a boom in population growth. A decreasing populat­

ion almost never stimulates building activity. Although total population num-

bers are significant, the number of households, marriages and reduction in the 

number of households who live together and instead acquire separate accommodat-

ion, as a result of marriage, increase in income etc., are more meaningful i n 

the present context . 

• •••• . /12 
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Migration is another important cause of population change and therefore 

a determinant of the level of housing activity. It has thus been observed that 

countries which experience a net gain of immigrants sustain a higher level of 

building activity than those with a net l oss. In the latter case, there have 

often been slumps in the field of house-building. Urbanisation is yet another 

cause of population shifts, leading to housing shortages in metropolitan areas 

and industrial regions, and probably to a surplus supply in rural areas. How-

ever , certain qualifications should be made here, seeing that building activity 

may be stimulated by rising per capita income, as a result of population de-

crease. Also, an increase in population may also increase the intrinsic need 

for housing, but it does not follow that there will also be an increase in 

effective demand. Hansen and Lundberg have, for example, pointed out that 

increases in house-building are unlikely to be directed t o housing for the 

lower income groups, where the moat urgent need exists. 19 

It is sometimes argued that although increased house-building by the 

private sector may, in the first instance, serve to supply houses to the upper 

and middle income groups, the consequent movement of these persons to their 

new homes does, in turn, serve to make the thus vacated houses available to 

the next-lower income group; this process is said to continue until the housing 

needs of even the lowest income groups have eventually been met. In practice, 

however, the supply dries up well before reaching the lowest income groups. 

Also, because of the great demand for housing by these groups, the price of the 

old, vacated houses may rise t o a level where hardly any benefit remaina for 

them. Consequently, government intervention i n the private sector, via tax cuts, 

easy long-term loans, etc. will not neccesarily eliminate the excess demand 

(or need) for housing. 

Hansen haa written that extensive housing (by which he means more and 

better houses per person) should take the place of the expansive housing of the 

20 
past. He also points out that in the past every major housing boom in the 

••...• / 13 
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United States coincided with an expansion in the population, but this is no 

longer the case. The scheme of t hings envisaged by Hansen requires progress 

towards lower cost housing, something which is, however, no longer possible 

as a result of high construction costs. 

Fluctuations in national income and their role in building fluctuations 

is a controversial subject, to which some reference has been made already. 

Governments may adopt different policy attitudes towards residential construct­

i on; one is to attempt to use the counter-cyclical movements of house-building 

in order to stabilise the whole economy; another to secure a "necessary" (or 

desired) steady growth of housing. Tinbergen favours the f i rst, Hansen and 

Donnison the second approach. 21 Cullingworth also favours government enterprise 

in order to ensure an adequate supply of housing designed to meet socially 

acceptable standards, and the provision of financial assistance to families 

unable to pay market prices. 22 

Recently economists have shown more interest in the short-run residential 

construction cycle; they argue that apart from population growth and other 

exogenous factors like wars, most of the determinants of this cycle are either 

of a short-run nature or, more properly, related to the short-run business 

cycle. Income, credit conditions and the price of housing provide some relevant 

examples. 

The main reason for the allegedly counter-cyclical nature of house-build­

ing is that the housing sector is said to receive the residual credit from other 

sectors of the economy, especially fixed business investment and consumer dur-

ables, as expenditure on consumer durables moves directly with the general busi­

ness cycle. If the credit available for consumer durables is directly proport­

ional to the total volume of credit available, the more the economy expands 

the greater is the credit requirement of this sector and the less is the credit 

available for housing investment; therefore investment in the housing sector 

tends to be counter-cyclical.23 The supply of credit to the consumer sector is 

... . . . / 14 
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quite elastic and, on the whole, consumer durables follow the general business 

cycle. 

When investors think that interest rates are high and rising, they expect 

zero or negative capital gaine from short-term investments and positive gains 

from long-term investments, which makes long-term securities more attractive. 

(The opposite happens during a recession.) Consequently there is a great demand 

for credit in the form of long-term securities during a boom, and as creditors 

prefer to supply fixed business investments, there is but littl e credit left 

over for investment in house-building. Hence, during periods of tight money 

the housing sector tends to receive very little credit and in times of easy 

money more credit will be available to it. The counter-cyclical supply of credit 

to the house-building sector is thus said to be counter-cyclical largely because 

of monetary policy. Evans explains the availability of credit for housing in­
. ~ 

vestment by the spread between long and short-term interest rates. 

As mentioned above, studies of housing cycles in Western economic liter-

ature have singled out the counter-cyclical behaviour of both long-run and 

short-run residential cycles for special attention. These characteristics 

result from various phenomena, especially the high cost and durability of houses. 

In the short-run, the main causes of residential building throughout the cycle 

are the following: availability of credit, the spread between long-term and 

short-term interest rates, the fact that building itself represents almost the 

whole cost to a homeowner (in contrast with industrial buildings), competition 

for product i on factors between this and other sectors of the economy, and the 

fact that the residential building sector usually receives the residual of both 

credit and production factors not claimed by other economic sectors. In the 

long run, population growth is the chief determinant of the level of housing 

i nvestment. 

In South Africa, however, the counter-cyclical behaviour of housing is 

less obvious; with some lage, it almost follows the pattern of the general 
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business cycle. At the upper turning point, t he housing sector is one of the 

first to feel the pinch ~hen the authorities tighten credit facilities as a 

result of a deficit on the balance of payments and inflat i on. The index of 

''building plans passed" tends to sho~ a decline at this stage, ~hile the 

index of "building plans completed" follo~s it into the do~n~ing phase ~ith 

a lag of about six to t~elve months. This information is set out in Figure 2 

for the period 1960 to (Sept ember ) 1980. (See also Statistical Appendix, Table 1). 

These observations may be attributed to a special feature of residential 

building in South Africa, namely, that the government plays an important role 

i n this sector. 

During the period 1964 to 1978, the Department of Community Development 

and the private sector jointly provided 911 496 housing units in South Africa, 

of which the Department's (or "Government's") share amounted to 46,4 per cent. 25 

Apart from its direct role in the housing market, the government also indirectly 

influences the private sector's investment in housing, operating mainly via 

credit controls and regulations pertaining to the activities of building socie­

ties, ~hich finance some 80 per cent of all homes built by the private sector. 

Thus, the Standard Bank Revie~ stated that "the contraction of activity in the 

residential building sector has not been the consequence of lo~er demand for 

housing. Rather, liquidity, the life blood of the industry has tightened con­

siderably from all sides. ,,26 

Other factors contributing to the behaviour of the housing cycle are land 

speculation and increase in land costs, and the tendency for building material 

cost to continue rising after cyclical contraction has set in, ~hich serve to 

tighten the squeeze on housing investment even further. The results are a 

slump i n building activity and retrenchment of labourers and artisans. When the 

government later attempts to stimulate the economy out of a state of recession, 

there is difficulty in getting back former and tra i ning ne~ skilled ~orkers • 

....... /16 



Figure 2: Building Activity and the Business Cycle in South Africa 1960 - 80 
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The fluctuations in the cycle here depend mostly on supply factors. (On the 

demand side, population growth and continued urbanisation should exert an in­

fluence both in the short and the long run.) 

Thus, housing investment depends mostly on supply factors and on the 

supply side the government plays the dominant role both in the direct provision 

of house-building schemes, and by controlling credit and other financial fac­

ilities. Whenever the government tightens credit supply, say. as a result of 

falling gold and other foreign exchange reserves, there will be an inevitable 

effect on the housing sector, which would seem to be the main reason for the 

observed nature of its cyclical behaviour. 

Figure 3 shows the total number of housing units provided from government 

funds since the establishment of the Department of Community Development (on 

1st April, 1964) until the end of 1978: the solid line depicts the series for 

all population groups, and the broken line the series for Coloured households. 

(US = cyclical upswing; DS = cyclical downswing). It is evident that the two 

series are closely related to one another, but bear very little relation to 

general business cycle conditions. The Department of CommUnity Development 

provided or financed some 81% of all new housing to the Coloured population 

during this period, while the private sector provided 86% of the new houses to 

the White population group.27 (See also Statistical Appendix , Table 2). Thus 

it seems reasonable to conclude that the pro-(rather than counte~) cyclical 

behaviour of the building cycle in South Africa, is primarily the result of 

changing monetary conditions which affect the supply of housing t o White fam­

ilies. The supply of housing to Coloured families appears largely unrelated to 

cyclical fluctuations, and would rather seem to depend on the (political) 

process of Budget determination by the Government. 



Figure3: State-supplied Housing in South Africa 1964-78 
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CHAPTER II 

THE HOUSING MARKET AND REGIONAL ECONOMICS 

1. THE HOUSING MARKET 

It appeared from the previous chapter that residential house-building 

activity has been partly responsive and partly unresponsive to general business 

cycle fluctuations in South Africa. To a very large extent this dichotomy re­

flect s the nature of private and governmental decisions, respectively, which 

in turn tend to coincide with the housing needs of the White and the Non-White 

(including the Coloured) population groups. 

Leaving aside any characteristics peculiar to the South African populat­

i on composition for the time being, the housing market anywhere is bound to 

have rather a heterogeneous structure. Before briefly considering the typical 

features of individual sectors within the aggregate housing market as a whole, 

it is also necessary to point out two alternative methodological approaches to 

the analysis of demand and supply in the case of residential housing. One way 

of looking at the housing market, is to treat it as a stock adjustment model, 

where the number of households represents demand and the number of houses rep­

resents supply. Changes in demand are mainly occasioned by natural population 

growth and migration, while changes in supply are again mainly derived from 

new buildings and alterations made to the existing stock of houses. On the 

whole, stock adjustment tends to be a comparatively slow process. A state of 

l ong term equilibrium is approached when the number of households and the num­

ber of dwelling units are in approximate equilibrium. Alternatively, the demand 

for and the supply of housing may be treated as ~ concepts. In the simplest 

terms, demand is then represented by the number of households who , at a speci­

fic time, are looking for houses to purchase (or rent), while supply i s the 

flow of houses, at that time, available for sale (or letting). Short term 

demand and supply may be liable to considerable variations, respectively de­

pending on current economic conditions (boom, slump) and the number of housing 
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units which come onto the market, not only from new construction but also from 

the existing stock. Some families are indeed present on both the demand and the 

supply sides of the market simultaneously: existing homeowners may, for example, 

wish to purchase a new house and at the ~ame time offer their old house for sale. 

In principle, it is of course preferable to follow either the stock adjustment 

or the flow method when anslysing the housing market, but in practice such 

studies often tend to alternate fairly freely between the two methods. 

Essentially, the demand for residential housing is a derived demand, i.e., 

the demand for a durable asset which generates a flow of services. These ser­

vices may be both numerous and varied, with different households assigning dif­

ferent weights to them, depending on their individual preferences and constraints. 

Such services would include shelter, comfort, privacy, independence, security, 

status, as well as the ends of speculation and investment, thus covering a het­

erogeneous range of needs which include both necessities and ~uxuries. Thus, 

housing services do not amount to an invariable package or "mix", but may be 

purchased in different combinations. Ceteris paribus, owning a house is normally 

preferred to renting it, seeing that ownership increases the number of services 

derived from the occupancy of a house. Moreover, once the minimum demand for 

basic shelter has been satisfied, housing demand ceases to be an inflexible 

necessity and should therefore become responsive to economic stimuli and change, 

for example, resulting from economic prosperity and growth. Alternatively put, 

with changing economic conditions the nature of demand for the various services 

offered by housing is also likely to shift. The practical implication of this 

phenomenon would be that in a growing and progressive economy, the demand for 

housing should sooner or later become income-elastic, i.e., once t he basic 

needs of t he population have been met in this respect. 

The heterogeneity of the housing market is largely, although not entirely, 

the result the (above) variable nature of the demand encountered there. Apart 

from the dichotomy, already encountered, between the private and the government 
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Figure 4: The Housing Market 
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(or public) sectors of the market (where the distinction primarily rests on 

motivation and the source of supply), it is feasible to distinguish between at 

least four different components of the residential housing market as a whole. 

These are: (1) the house purchase market; (2) the market for rented housing; 

(3) the market for housing renovations and repairs; and (4) the market for 

housing finance. (There is of course, also a non-residential building market, 

which falls outside the scope of the present study). The main relations between 

these various sub-markets are set out in Figure 4. 

The links between these individual markets are certainly not without in-

terest within the overall working of the housing market as such, but they will 

be dealt with briefly in the present context. In the nature of things, sub-

markets (1) and (2) are likely to be mutually exclusive on the demand side: 

the buyers in (1) demand a wider range of services than those in (2). On the 

supply side however, it is of course quite possible that existing homeowners , 

may prefer .to let, rather than sell outright, their houses if and when moving 

to alternative accommodation themselves. Both sub-markets (1) and (2) are bound, 

from time to time, to require the renovation and repair services offered by 

sub-market (3); they should therefore be seen as complementary rather than sub-

stitutes. The financial services offered by sub-market (4) (for example, build-

ing societies or other similar institutions) are likely to be of more import-

ance in sub-market (1) than in the case of (2), and may also, albeit peripher-

ally, influence sub-market (4). On the whole, there is likely to be more "inter-

mediation" in the house purchase market than elsewhere; apart from financial 

intermediation, prospective homeowners often also require other specialist ser-

vices, such as those of estate agents, solicitors, surveyors, etc. The ultimate 

supply of ~ housing services of any kind is represented by the building (or 

construction) industry, with the availability of suitable land acting as a 

constraint, together with official regulations. 

In general terms,the demand for housing services is mainly a function of 
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the following variables' (a) Demographic factors, such as natural population 

increase, migration, age distribution and household size; (b) Income and wealth; 

(c) Price of accommodation, including the cost of financing and other intermed­

iation, property rates and taxes, maintenance and servicing coste, as well as 

future price expectations; (d) Availability and price of substitutes; for ex­

ample, rented accommodation in the case of prospective homeowners, and vice 

versa; and (e) Availability of credit, which in turn tends to depend on the 

existing monetary policy pursued by the government. 

The supply of houses2 consists principally of two parts: existing houses 

being resold by their ownere and newly built or renovated houses sold by build­

ers and/or property developers. In the private sector of the economy, the supply 

function would be mainly determi ned by the following variables: (a) Price of 

houses, especially expected prices in the case of developers; (b) Cost of houses. 

including land. construction and financial costs, which again. strongly influence 

the decision to build by contractors and developers; (c) Availability of credit; 

(d) Availability and profitability of alternative work; and less importantly, 

(e) Seasonal factors. In the case of the public sector. political and admin­

istrative factors predominate. and the relevant supply function would therefore 

also have to be related to an officially assessed "social need" in this respect, 

that is the priority rating attached to the supply of housing. admittedly within 

certain realistic financial constraints. In short, from the government's point 

of view, housing demand represents a "merit need" which is partly met from 

private and partly from public sources. Housing in the aggregate has many 

facets indeed, and does not readily lend itself to simple ex post rat i onalis­

ation. Maisel has observed in this connection: "Housing progra1llllles have been 

forged by a combination of politicians, reformers, social workers, engineers. 

planners. architects. snd occasionally economists. In many countries the poli­

cies in use have severe internal contradictions. They are frequently not res­

ponaive to their expressed goals,,3 
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One ot the most basic issues in economics is the efficiency with which 

resources are allocated between alternative uses. Because of their comparatively 

high intrinsic cost and long durability, expenditure on houses is bound to have 

a major impact on society's overall pattern of resource allocation. Moreover, 

with increased urbanisation, dwelling units not only tend to become more com-

plex, but various external problems may also arise on account of population 

agglomeration. Given the long durability of houses, ill-informed or ill-conceived 

building decisions inevitably entrench and aggravate a sub-optimal resource 

allocation pattern, and thus keep society's standard of living below its pot­

ential level. By their very nature as merit goods, the provision of dwelling 

units is bound to generate some controversy, for there exists no unique test of 

the total resources which "should" be applied to this end. However, following 

the simple rule that expenditure presupposes income, i.e., an ability to pay, 

even public housing policy based on social considerations cannot be realisti­

cally separated from the capacity and performance of the economy. (Paraphrasing 

Milton Friedman, "there is no such thing as a free house".) With the conce ivable 

exception of the most elementary form of shelter, the prerequisite for adequate 

housing is represented by adequate employment and income opportunities. This 

implies that housing policies pursued in an economic vacuum are likely to mis-

carry; as Muth has expressed it: " •••• urban renewal programmes will do little 

or nothing to alleviate the slum problem in the long run since they do nothing 

to alleviate poverty,,4 

By comparison, the working of the private market for housing may super-

ficially seem a fairly straightforward matter. Yet again, in view of the typi­

cally high cost and long life of a dwelling unit, inadequate information and 

imperfect freedom of choice may easily give rise to wasteful resource appli­

cation. Optimal choice in housing is indeed not always straightforward. The 

quality of individual dwelling units (and thus the range of services they yield) 

tends to be variable not only because houses differ in their physical properties, 

but also because physically identical houses in different areas may not be 
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perfect or even close Bubstitutes. Houses have a fixed geographic location, 

and location in space not only affects the services derived from home ownership, 

but also the price that a house commands in the market. 

2. REGIONAL ECONOMICS AND RESIDENTIAL LOCAl'ION 

By virtue of the spatial dimension inherent in housing economics, the 

subject of "residential location" also acquires a definite regional, usually 

urban, flavour. Regional (and urban) economics has itself produced a vast tech-

nical literature, which cannot be reviewed in the present context. Instead, this 

section attempts to examine some of the links that have been forged between 

certain aspects of regional economics, on the one hand, and the issue of resi-

dential location, on the other. 

Whether one does or does not agree with Evans5 that economists showed very 

limited interest in the economics of residential location prior to 1960, the 

contemporary broad division of regional economics (in its application to hous-

ing economics) into a macro-and a micro-approach, seems to have fairly well 

developed historical roots. Thus, the celebrated work of Von ThUnen
6 

sets out 

to explain how concentric zones of functional land use tend to develop round a 

city centre: access to markets improves and transport cost is reduced with closer 

proximity to the city centre, whose attraction is again weakened by the fact that 

rent and land prices also tend to be higher there, thus raising production and 

living costs. Although it was Von ThUnen's primary objective to explain why 

different agricultural crops were grown in specific localities, his generalised 

approach may also be used to explain how economic development causes producers 

and consumers to settle in certain areas which appear to be optimal to them in 

terms of rational economic calculation. Albeit remote from contemporary macro-

theories in analytical detail, it may not be unduly far-fetched to view Von 

ThUnen's model as the i r progenitor, in terms of its general economic sense. 

Likewise, although highly stylised and individualistic in mstters of detail, 

the location theory of Losch acquires a distinct micro- economic flavour when 
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specifically related to the choice of residential location. Thus, he argues that 

people settle in a particular area because they " •••• achieve their highest ut­

ility there.,,7 Utility should, moreover, be understood as a concept which fav-

ours the establishment of settled communities, see ing that it " •••• differs 

i nterlocally for individuals by far more than traveling expenses, for it makes 

an enormous difference whether we were born in a place or have to move there. 

Migration means relinquishing much that, like friends, can be replaced only after 

a long time; or never, like one's native place. We cannot take landscape and 

people with us.,,8 

The housing implications of regional economic development and the choice 

of optimal residential locstion will now be considered first along macro- and 

then along micro-economic lines, with some concluding remarks on the subject of 

"operational" housing models. 

(i) The macro-economic approach 

Stilwel19 has indicated four distinctive theoretical approaches within 

the field of spatial macro-economics: (1) The interaction between regional 

growth and factor allocation; (2) Regional growth derived from an export basei 

(3) The role of investment within a region's growth potential; and (4) Reg~on-

al development as a process of circular causation. None of these have detailed 

implications for either the optimal choice of one's place of residence or for 

housing economics as such. The present outline is therefore essentially con-

fined to (1), as a representative item, with some reference to (4), trying to 

trace at least the general implications of macro-spatial analysis for the 

hous ing market. 

Given an initial difference in the economic performance between two 

regions, their future propensity either to converge or to diverge further will 

crucially depend on the direction in which labour and capital are likely to 

!low. Migration therefore plays a key role in this context, which is - like 

much of economics - characterised by the dichotomy of the Classical ("equili­

brating") and Keynesian ("disequilibrating") viewpOints. 
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Broadly speaking the former approach suggests that interregiona l deviat­

ions in real personal income ( or ~age) levels tend to be self-correcting in 

consequence of the migration of labour and capital ~hich they engender. The 

latter approach again suggests that such deviations ~ill be amplified by labour 

and capital migration. Converging regional income patterns ~ould also tend to 

bring different regions into greater conformity in terms of general economic 

performance, ~hile diverging income patterns ~ould act to increase the econom­

ic inequality between regions. 

A somewhat simplified Classical view would tend to regard both labour 

and capital ~ithin a country as fully homogeneous and mobile resources, the 

supply of which shml1d always be capable of responding to changes in demand. 

Assuming that both factors seek to maximise returns and that there are no ob­

stacles to interregional resource movement, there would be a long term tendency 

towards equalisation of interregional real factor earnings, in consequence of 

compensating factor movements. A region with comparatively lo~ real incomes 

(or with more than "frictionally" unemployed labour) would sooner or later 

start to lose ~orkers. ~ho would migrate to high-income regions (or regions 

where employment is available). This process would then affect supply conditions 

in the respective labour markets so as to raise ~ages in the area of origin 

and to depress them in the area of destination. At the same time, capital ~ould 

tend to flo~ in the opposite direction, away from higher-paid towards lower­

paid labour. This process would also tend to bring the interregional wage lev­

els into closer alignment, through its influence on demand conditions in the 

respective labour markets. Migrat ion would therefore act as an equilibrating 

mechanism in a changing economy, tending to reduce the inequalities which 

might develop between regions. 

The following statement by Bertil Ohlin, may be regarded as fairly rep­

resentative of the Classical viewpoint: "As factors move from regions where 

•. . ••• /31 



- 31 -

their prices are relatively low to regions where they are dear, their scarcity 

and therefore their rewards in the former are increased, whereas their prices 

in the latter fall, unless there is at the same time some counteracting tend-

ency. Interregional mobility tends to make prices more uniform in the regions 

concerned, just as the interregional movements of commodities were found to do.,,10 

The persistence of (non-frictional) regional inequslities of real income 

would then have to be explained in a dynamic setting, in which real incomes 

change too rapidly for the compensating price adjustments, via supply and demand 

changes, to become effective in the respective regional labour markets. Yet the 

belief in ultimate regional convergence, albeit in the "very" long run, would 

appear to be deeply engrained in the Classical viewpoint: "Differences of the 

latter sort may last a long time if new economic changes create them as quickly 

th ,,11 as the labour flow extinguishes em. 

To show how the Keynesian viewpoint leads to a theory of regional diver-

gence, rather than convergence, it will again be convenient to assume two reg-

ions, one with comparatively low real incomes (or with unemployed labour) and 

the other with comparatively high real incomes (or with employment opportunity). 

As labour starts to leave the low-income (or depressed) region to enter into 

employment in the high-income (or prosperous) region, the first effects of this 

migratory process will be a reduction in the demand for final output in the 

region of origin and an increase in such demand in the region of destination. 

Consequently , a negative employment-output multiplier process is set off in 

the depressed region, while the opposite occurs in the prosperous region. In 

Keynesian dynamics, the price (wage) adjustments wrought by the respective 

labour markets are too slGW to compensate for the interregional differences in 

real income (or employment) which tend to become cumulative with the passage of 

t ime. Consequently there is no tendency towards an interregional equalisation 

of real wage levels, not even in the "very" long run. On the contrary, initial 
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regional imbalances tend to become greater in the course of time. 

The fundamental structural difference bet~een the Classical (equilibrium) 

and Keynesian (disequilibrium) theories is summarised by Axel Leijonhufvud as 

follo~s: "In general equilibrium models, prices are the only endogenous variable 

~hich enter as arguments into the demand and supply functions of individual 

households. Tastes and initial resource endowments are parametric. In "Keynesian" 

flo~ models the corresponding arguments are real income and the interest rate. 

Of these, real income is a measure of guantity, not of price. On a highly ab­

stract level, the fundamental distinction between general eauilibrium and 

Keynesian models lies in the appearance of this quantity variable in the excess 

demand relations of the latter. The difference is due to the assumptions made 

about the adjustment behaviour of the two systems. In the short run, the 

"Classical" system adjusts to changes in money expenditures by means of price­

level movements; the Keynesian adjusts primarily by way of real income move-

menta. II 12 

A recent interpretation of the Keynesian approach is that disequilibrium 

may fail to eliminate itself because of the deficiency of available information, 

and the cost and time lag involved in securing better information. Low regional 

~ages (or unemployment) may thus not disappear because the workers concerned 

do not at any given moment possess perfect and costless information about alter­

native income and job opportunities elsewhere. Disturbances ~hich are dismissed 

as "frictional" in the Classical equilibrium approach may thus gro~ considerable 

in scope and become enduring in nature. 

Not only does the Keynesian s ystem respond to initial disturbances (such 

as regional real income divergencies) by means of short run quantity rather 

than price-level adjustments, but it also amplifies and entrenches these dis­

turbances in the long run through the operation of the multiplier pr ocess. In 

brief, "the revolutionary impact of Keynesian Economics on contemporary thought 
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stemmed in the main from Keynes' reversal of the conventional (i.e. Class-

ical) ranking in price and quanitiy velocities.,,13 

Furthermore, according to the Keynesian viewpoint there would be no comp­

ensating movement of capital in a direction opposite to the interregional labour 

migration. As capital is not concerned with labour cost alone, but rather more 

with existing and potential conditions of yield, both resources would tend to 

flow in the same direction, that is, away from the depressed towards the pros­

perous region. A lack of capital would generally work against industrial di­

versification within the depressed region, by preventing the movement of local 

agricultural labour into local non-agricultural occupations, where it might have 

been utilised more productively and earned a higher renumeration. 

The Keynesian disequilibrium thesis is reinforced by the relaxation of 

the (Classical) assumption of the homogeneity of labour. Out-migration would 

then be a positively selective process, in the sense that the first workers to 

leave the region would be those with the best prospects of obtaining employment 

(or better-paid employment) elsewhere. That is, workers with skills would leave, 

while those without skills would remain behind.
14 

As there is bound to be some 

complementarity in the employment of skilled and unskilled workers, regional 

unemployment of the latter might well develop ( or increase). Consequently the 

occupational structure of the (depressed) place of origin would tend to become 

l opsided as it continued to lose more and more of its skilled workers . The first 

impact of a regional economic divergence would therefore be positively selected 

migration which would in turn tend to create unemployment (or further unemploy­

ment) at the place of origin, rather than to absorb the unemployed (or disguised 

unemployed) at the place of destination. 15 A corollary of t hese disequilibrium­

amplifying properties of selective migration would again be that capital is 

repelled from the depressed and attracted to t he prosperous region. 

Certain qualitative changes would presumably also come into operation in 
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the prosperous areas, thus intensifying the development of regional inequality 

and imbalance. Firms situated in growth regions would benefit from economies 

of large-scale production, which may induce shifts in their marginal product-

ivity schedules, sufficient to compensate for their downward slope - thus pre-

venting real wages from falling. Moreover, prosperous regions would not only 

tend to develop a diversified technological, industrial and occupational mix 

favouring further growth, but also a general social and cultural environment 

" ' i ch may well attract further migrants from regions lacking similar facilities.
16 

The postulated tendency towards regional disequilibrium in a changing 

economy has been raised by Gunnar Myrdal to the status of a general principle 

of "Circular Causation", with (positive) "spread-effects" and (negative) "back-

wash-effects" in prosperous and backward regions, respectively, the combined 

effects of which are to increase regional imbalances and inequalities. Such 

internal inequalities are also regarded to be of a greater order in the under­

developed than in the highly developed countries. 17 

A rather different approach to the regionally equilibrating or disequili-

brating consequences of migration has been adopted by Sjaastad, whose analysis 

is cast in the general framework of the Pigovian theory of resource allocation, 

where the market mechanism creates "external" costs and benefits which prevent 

the spontaneous attainment of a general equilibrium. That is, migratory flows 

would be insufficient to correct emerging regional income disparities fully, 

if the private costs of migration exceeded its social costs and/or if the pri­

vate returns of migration fell short of its social returns. 18 Such a theory 

would not lead to the conclusion of cumulatively increasing regional imbalances, 

but it would explain why the equilibrating effects of migration within a country 

have been less than complete. 

Similarly, it may be argued that the regionally equilibrating effects of 

migration, as perceived by the Classical viewpoint, are not necessarily 
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invalid but that insufficient attention has been paid to the "frictional" ele-

ments present in the process. In other words, intervening obstacles, such ae 

transportation difficulties and lack of adequate information, may render both 

labour and capital lese than fully mobile and thus prevent the (further) narrow-

ing of interregional income differentials. 

In order to try to predict the actual flow of migrants between two regions, 

various "gravity" (and "probability") models have been designed. Expressed gen­

erally, they tend to assume the following form: 19 

Mij = P/dij • f(Zi) 

Where M . . = volume of migration to destination i from origin jj f(Z.) = some 
1J 1 

function of Z., where Z. measures the attractive force of destination ij 
1 1 

P. = population at origin jj and d .. = distance between origin j and destination 
J lJ 

1. 

Although gravity models have been subjected to extensive empirical test-

ing, there remain obvious difficulties in the identification, quantification 

and weighting of the relevant variables, especially with regard to the forces 

of attraction at the place of destination, or the forces of repulsion at the 

place of origin of a migratory flow. Further complications arise from attempted 

disaggregations of such macro-modelsj for example, certain forces may well have 

different subjective meanings to different individuals. Also, the role of in-

formation is often absent in these models: information is not only a necessary 

condition for migration to take place at all, but the information issue as 

such has a number of ramifications with a bearing on the decision to migrate. 

On the surface of things, the implications of interregional resource re-

allocation for the housing market may appear fairly straightforward: Viewing 

the national housing market as a whole, an excess demand for accommodation 

would arise in the region gaining migrants, while excess supply would develop 

in that region which experiences a net out-migration. On the Classical view-

point, equilibrium should eventually be restored in the national housing market 

too, while initial discrepancies would be aggravated on the Keynesian viewpoint • 
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With regard to the Classical approach, certain serious reservations 

should, ' however, be noted at this stage. For one thing, stock adjustment in 

the housing market tends to be a slow process and, in all realism, the housing 

stock cannot flexibly adjust itself to all changes of direction in population 

movements. Also, given the social significance of housing, official regulations 

may make such potential adjustment even more difficult: Abandoned houses may 

be condemned and demolished (thus reducing excess supply in the region losing 

people), while minimum standards and shortages in the building industry, as well 

as financial constraints, may retard the construction of new houses (thus pre­

venting a reduction in excess demand in the region gaining people). Moreover, 

if the latter region experiences a rapid increase in building and housing costs, 

which seems a lL~ely proposition, then the authorities may institute rent con­

trol, which would tend to perpetuate a state of excess demand. Even in the ab­

sence of such an "offic ial" imperfection, the housing market does not normally 

work under conditions of perfect competition, simply because dwelling units are 

"bulky", in the sense that they cannot be purchased in infinitely divisible unite 

t o suit all individual tastes. If "self-help" schemes, including squatting, 

are discouraged or even prohibited by the authorities, then the indivisibil­

ities and comparatively highly priced dwelling units typical of the housing 

market would tend to perpetuate and amplify existing shortages. 

Apart from these reservations, both the Classical and the Keynesian 

approaches ignore the problem of the "third region", which may be of decisive 

importance in a country with a comparatively large rural population. Assume 

that a small urban region B has been losing people to a large metropolitan 

region A. If, however, region B is itself simultaneously gaining people from 

a rural area C, then the expected housing surplus may not arise there at all. 

Indeed , vacant and low-cost houses in B may serve to attract such rural mig­

rants to the region, irrespective of its prevailing employment and income 
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opportunities. Thus region B may be gaining and losing people at the same 

time; however, given the selectiveness of migration, the out-migrants which 

it loses to A are likely to be more productive and "employable" than those 

which it gains from C. The net result is a housing shortage (in the sense of 

excess demand) in reg i on A, ~ overcrowding (largely unrelated to economic 

factors) in region B. In other words, a national housing shortage ( rather than 

equilibrium) may well result from interregional migration; the shortage in A 

would be understood to exist in the accepted economic sense, while that in B 

would be interpreted in a lsrgely social sense. It could be argued, in prin­

ciple, that at least some vacant housing should arise in the rural ares C. In 

practice, such an expectation tends to lack realism against the background of 

a rural setting typical of third-world countries and a lso under South African 

circumstances. The accommodation vacated under these conditions is often of a 

rudimentary nature, likely to be demol ished or destroyed once abandoned. More­

over, in view of the comparatively extended family system that often prevails 

in such rural areas, migration to adjacent towns (region B) may serve to relieve 

some existing pressure of human members on limited housing, but is very unlikely 

to create an excess supply of habitsble dwelling units. 

Thus it seems permissible t o draw the general conclusion that regional 

economic discrepancies and the reallocation of economic resources which they 

engender, are likely to aggravate housing problems until a point in time when 

economic development has permeated all parts of the count ry. 

(ii) The micro-economic approach 

At the micro-economic level, the spatial or loca ti onal element has long 

been recognised as an important part of the theory of the firm.
20 

In selecting 

an optimal site for its activity, a fi rm must consider the location of its : n­

p~ t sour ces as well a s that of the market(s) for its output . Specific variables 

to be considered here include the costs of labour, water, power and transport, 
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as well as economies or diseconomies external to the firm itself. Although the 

eventually chosen site may appear optimal (eg. in terms of profit or revenue 

maximisation) from the firm's own Viewpoint, it may prove to be Bub-optimal in 

the overall social context. This would, for instance, be the case when a par-

ticular locational decision serves to establish a state of imperfect competition, 

or disregards the creation of negative externalities, i.e., social costs not 

reflected in the firm's private costs. Both on a theoretical and a practical 

level, the firm has to trade off certain factors (say, the distance from raw 

materisls) against others (say, the distance from its markets). As the locational 

decision involves a long term commitment of capital resources which cannot nor-

mally be revoked, the spatial element complicates optimal decision-taking in a 

number of ways: for example, a site that was once optimal may cease to be so 

with the passage of time, as a result of new deve l opments beyond the control 

of the firm itself, like a population shift or discovery of a new raw material 

source. 

Turning to the houselhold. the purchase of a home is the most important 

financial decision that most people ever make. In principle, it may be assumed 

that the household would follow the policy of maximising utility from its given 

income along generally accepted lines. 21 It would thus endeavour to maximise 

a utility function 

subject to 

where 1,2, •••• n represent the range of goods and services consumed; q and p 

their respective quantities and prices ; and Y household income. The assumption 

that all the goods and services can be purchased in perfe ctly divisible units, 

yields the familiar equilibrium condition 

= MU2 - ••• 

P2 

= MU 
y 
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where MU. = ~ U (i = 1,2, •••• n). and MU is the (constant) marginal utility 
1 - Y 

of income. Th! d~mand for a specific good i (eg. housing) would then be a 

function of the prices of all goods purchased and the income of the household: 

However, when these criteria are applied to the housing market, a large 

number of qualifications. which may prevent the household from achieving theor-

etical optimality, must be taken into account. For a start, income is a more 

telling constraint here than in the case of most other consumables. As most 

households are not able to pay the purchase price of a house from current income 

or even accumulated savings, the arrangements for housing finance significantly 

influence the decision to buy a home. Such arrangements usually pertain to the 

size of the initially required deposit, a series of periodic repayments, and 

the period over which the loan is repayable. As with other ''bulky'' goods, 

housing iV.divisibilities invariably tend to complicate utility maximisation, 

at least according to the formulation set out above. Housing is not an inde-

pendent commodity, but rather related to a number of goods and services, such 

as furniture (complement) and, say, a private motor car (substitute). The price 

of a house and of housing services are also bound to be influenced by govern-

ment intervention in the market by means of taxes and subsidies. Official zoning 

regulations. rent control and minimum standards may also preclude the choice 

of a home in the optimal residential location. On account of population agglom-

eration, both positive and negative externalities are likely to arise, which 

were often not taken into account when the home was originally purchased. Market 

imperfections, heterogeneity and the relative longevity of houses may cause 

wide fluctuations in their prices, in accordance with the well known "Cobweb 

theorem".22 Such fluctuations also occur because houses are immovable and their 

~ adjusts slowly to changes in demand and price. A lack of adequate inform-

ation also impedes optimal Jecision-taking by the household. Admittedly, not all 
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these constraints and imperfections are limited to the housing market, but they 

are likely to be of special significance there for a number of reasons, including 

the relatively high cost and long life of most dwelling units. Finally, by virtue 

of their nature as merit goods, housing and housing services are provided by 

both the private and public sectors of the economy. Land itself is capable of 

alternative application and, according to Stilwell, " given the interdepend-

ence between residential and industrial location and the non-optimality of indus-

trial location, there will be consistent tendencies towards non-optimality in 

residential 10cation.,,23 

Choice-theoretical models of optimal residential location may be divided 

into two main categories, the most prominent being (1) the access/space " trade­

off" and (2) the ''behavioural'' household location models. (The former is usually 

associated with the name of William Alonso and the latter with that of H.W. 

Richardson) • 

The most elementary version of the forner is known as the "journey to 

work" theory. It is often assumed that a particular urban area has a single 

city centre, the Central Business District (CBD), with workers and shoppers 

regularly commuting between the CBD and their homes. If transport is the only 

cost they have to meet, typical workers/consumers will tend to settle prog­

ressively closer to the CBD. Consequently the price of land rises near the CBD 

and falls in the outlying areas, until the total value of land plus transport 

costs is equal in all localities. This basically simple equlibrium model has 

been developed to assume more sophisticated forms and also used to determine 

a functional boundary between the CBD and residential land. 24 Differential land 

prices may also lead to a concentration of lower-income families near the CBD 

and of higher-income families in the more distant suburbs. The former typically 

consume less land and avoid high transport costs by having easy access to their 

places of work and shopping, while the latter prefer more space, accepting the 

resulting high transport costSj alternatively, they sacrifice accessibility 
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but also avoid overcrowding. Hovever, empirical studies have produced examples 

of house (rather than land) prices that both increase and decrease vith dist­

ance from the CBD. The basic explanation of this dualistic phenomenon is evid­

ently vested in the fact that housing services tend to be indivisible and house­

holds do not consume the same amount of space in different parts of the city. 

'Thus the suburban dveller must purchase a large amount of surplus space in 

order to gain a roof over his head. This space, although perhaps cheaper per 

square foot than in the city proper, vill in toto cost more than the flats or 

terraced housing more typically found in the inner city. ,,25 In viev of the het­

erogeneous nature of the housing market set out above, it is not surprising that 

attempts at generalisation fail to yield unique results. 

Behavioural models of household location, in turn, relate housing pre­

ferences to both housing and environmental conditions. Thus relatively wealthy 

families may prefer to live in the suburbs on account of the availability of 

modern dvelling units of high quality, absence of congestion and noise, and 

a generally clean and pleasant neighbourhood. Moreover, the CBD is dominated 

by non-residential occupation, and land suitable for private housing tends to 

be more readily available in the suburbs. Richardson summarises the gist of 

the "behavioural" approach as follovs: "Having determined the price range they 

can afford, households then look around at houses within this range which sat­

isfy certain predetermined requirements (for example the type of house, the 

number of bedrooms, the existence of garage and garden, a preferred area, etc.). 

The area of search may be quite large, and vill vary in size according to the 

available stock of houses on the market, personal preferences based on casual 

observation of localities, areas in which vork colleagues live, areas contain-

ing or vith access to good schools, etc. This area vill also vary betveen house­

holds according to their flexibility, knovledge of the region, point of origin 

of the house search and the houses available near it, and many other factors. 

In most cases, journey to vork costs vill not have much of an influence 
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provided that the area of search falls within commuting limits.,,26 The income, 

wealth and credit rating of the household not only determine the quality of 

the house that it will purchase, but also serve as a general reflection of 

its social status and preferences. 

Perhaps a third type of approach to the issue of residential location, 

as distinct from the macro- and micro-economic varieties outlined in this 

chapter, is represented by so-called "operational" models. The protagonists 

of this approach criticise macro-models because of their "lack of theory" and 

limited predictive powers, and micro-models on -account of "operational diffi­

culties.,,27 Yet, relying on the notion of "social physics", it is not obvious 

how they differ functionally from the "gravity" or "operational" model s briefly 

discussed on page 35 ahove. Such models are much favoured by town planners and 

are used to predict traffic flows, residential and industrial development, etc. 

usually on the basis of the interrelationships between population and employ-

28 ment . Their efficacy would seem to essentially depend on the quantity and 

quality of available statistics29 and, in spite of the critical attitude that 

their users adopt towards more conventional economic models, they seem to poss-

ess no special powers of explanation in the present context. 

III. HOUSING AS A MERIT WANT I N SOUTH AFRICA 

Residential investment claims a significant share of society's economic 

resources. During the period 1975-79, Gross Domestic Fixed Investment in South 

Africa (at constant 1975 prices) amounted to R37 652 million, of which invest-

ment in residential buildings amounted to 11,0 per cent, or 3,1 per cent of 

(real) Gross National Product. 30 This figure may not appear part icularly high 

by international comparison, being of the same approximate order as that for 

Britain and about half of the corresponding J apanese figure. 31 The share of 

the South African Public Authorities in total residential investment amounted 

to 25 per cent, the shares of the Public Corporations and private business 
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enterprise being 7 and 68 per cent, respectively. The comparatively high fig­

ure for the Public Authorities reflects the fact that " •• •• home-ownership has 

been the declared policy of the State for many years" in Sout·h Africa. 32 

Public interest in home ownership and residential construction is de­

rived from the social significance of housing as a merit want. Following con­

ventional analysis, the total output of the economy is designed to meet the 

trinity of private, social and merit wants . The first of these is normally cat­

ered for by the market system, the second through the State Budget, while merit 

wants fall int o an intermediate category. Musgrave has described merit wants 

in the following terms: "Such wants are met by services subject to the exclus­

ion principle and are satisfied by the market within the limits of effective 

demand. They become public wants if considered so meritorious that their satis­

faction is provided for through the public budget, over and above what is pro­

vided for through the market and paid for by private buyers ••••• Public services 

aimed at the satisfaction of merit wants include such items as publicly furn­

ished school luncheons, subsidized low-coat housing, and free education.,,33 

This general definition of merit wants agrees closely with the view of 

the South African government's housing organ, the Department of Community Dev­

elopment, on the subject of housing: "The financing of national housing by 

the central government is not only an investment of money which flows back 

with interest, but also an investment in good human relations, national hsr­

mony and peace •••• State investme.nt in housing still remains unavoidable be­

cause •••• higher interest rates for capital expenditure on housing place low­

cost housing beyond the reach of the very poor in the community •••• Any effort 

to curtail state participation in the provision of housing at this time would 

be unwise and would play directly into the hands of our enemies because it 

would inevitably mean that the present rate of housing provision could not be 

maintained, and the result would be a crisis which would not be easily over-
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come. The private sector is just not equipped at present, although it may be 

later, to playa significantly larger part in the provision of low return, 

low-cost housing, and if State investment and participation should be curtailed 

at this stage the inevitable result would be that housing provision for the poor 

did not receive sufficient attention from anybody, with the resultant develop-

ment of shanty areas. Low-cost housing is not profitable and must in addition 

be subsidised to a considerable extent.,,34 

A number of salient features of official policy towards housing in South 

Africa emerge from the above quotation. Apart from stressing the social signif-

icance of home ownership, the Department of Comm~~ity Development clearly takes 

cognisance of the heterogeneous, or stratified, nature of the housing market as 

a whole, against the background of the rather unequal pattern of income dis-

tribution in South Africa. Thus the "top" section of the market, where the 

higher income groups are found, is not regarded as a proper object of state 

assistance, but should be catered for by the private sector. This does, of 

course, not mean that many homeowners in the higher income brackets are "cash 

customers", but rather that financial intermediation here is left to private 

institutions, mostly building societies. 

In discussions on housing, it is sometimes customary to distinguish 

between the "need" and the "want" or "effective demand" for dwelling units, a 

distinction which has not been explicitly made in this study so far. Culling-

worth views the link between these two concepts in the following way: "The high 

capital cost (of houses) means that the need for houses can be transformed into 

demand only if there is some mechanism for long-term credit . Thus a crucial 

factor in the housing market is the ability of building societies and other 

building institutions to attract savings.,,35 However, even in the top stratum 

of the housing market in South Africa , housing services are not in all circum-

stances regarded or treated as a purely private want; several categories of 

employees do qualify for subsidies intended to lower the cost of long term 
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housing finance, even though they cannot in any way be regarded as economically 

deprived families . Interestingly enough, the Fouche Commission which investi-

gated the high cost of housing in the upper stratum of the market, found that 

such subsidies miss their expressed purpose of reducing the cost of living of 

the households concerned: "The Commission is satisfied, therefore, that these 

subsidies, irrespective of who pays them, have been of the most important single 

factors contributing towards the development of expensive housing costs, because 

the subsidy enables everyone to pay more than their income justifies, in other 

words, people are able to afford a home that is too expensive by using the 

State's money or their employer's money.,,36 In analytical terms, the Commission 

therefore views such subsidies to higher income groups as essentially serving 

to raise their disposable income, thus increasing their demand for housing 

(shifting the demand curve to the right), which in turn raises the cost of housing 

in this segment of the market. The practical conclusion, therefore, seems to 

be that buyers in the upper stratum of the housing market should not be sub-

sidised at all, and that housing services at this level should be seen as a 

pure private want, where the buyers themselves should pay the full cost of 

housing in the market. (Incidentally, a further element of subsidy may be avail­

able to all users of building society finance, in the sense that building soc-

ieties are liable to less onerous official financial requirements than, for 

example, commercial banks.) 

The relevant target group, where housing services are deemed to repre-

sent a ~ want proper, obviously consists of families in the lower income 

brackets. However, within this group too, incomes tend to vary considerably, 

with the result that the Department's provision of low-cost housing is under­

taken on a graded basis. All buyers in this market stratum benefit from the 

policy of the Department to cover its costs rather than to show a profit. 

Moreover, in the case of the lowest income groups (the "poor" and the "very 

poor") the cost of housing is also subsidised, i.e . , the Department actually 
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makes a financial loss to be covered by budgetary provision. The maximum cost 

of a house (including land) for which offic ial assistance was available was 

set at R14 000 in 1980, the average price per dwelling unit being R4000. The 

maximum income of a person whose family qualified for assisted housing was 

R540 per mor.th in 1980; the benefits available varied between three specified 

income groups as follows : 

Income per month Interest on loan Period of repayment 

( i) R150 1,00% 40 years 

( ii) R151-R350 3,50% 30 years 

( iii) R351-R540 9,25% 30 years 

Groups (i) and (ii) are taken to represent the recipients of "sub-economic" 

and group (iii) of "economic"housing; the latter also applies to persons whose 

income was less than R150 per month and in whose case monthly rentals did not 

exceed R7,50. 37 

According to the Department of Community Development, at least implicitly, 

a subsidy on low-cost housing, in contrast with the case of high-cost housing 

discussed above, does indeed reduce the cost of living of the intended bene­

ficiaries, thus successfully serving the ends of merit wants. In analytical 

terms, these subsidies lower the supply price of housing by their full amount, 

thus shifting the supply curve to the right. The essential welfare effect of 

subsidised housing is illustrated in Figure 5 below. 
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Figure 5: Housing Pol icy Models 
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In Figure 5, panel ( a ) depicts conditions in the top (income) stratum 

of the house market; panel (b) represents State-supplied housing at cost price, 

but unsubsi dised; paoel (c) shows the market for State-subsidised low-cost 

housing; and panel (d) i ndicates the vol untary transfer on income whi ch may 

occur when consumers' utility functions are interdependent. 

Let DD' and 55', in Pane l (a) represent demand and supply respectively, 

the latter being determined by the marginal cost of housing. In a competitive 

market, equi librium would have been at E, but in an imperfect market where 

producers aim at maximising profit, equilibrium is likely to be at a point 

such as F (say, where the marginal revenue and the marginal cost of the supp­

lier(s) are equal). As a result, ON housing units would be produced at unit 

price OB. The resulting consumers' surplus would then be DKB. Should a subsidy 

be paid to the buyers i n this market segment, then - according to the inter­

pretation of the Department of Community Development given above - their dis­

posable income would increase and shift the demand curve to, say, VV'. Assum­

ing an inelastic supply of housing units, equilibrium would shift to point L 

(and ~ to .G, as would have been the case under free competition), raising 

the unit cost to OA, with no change in the consumers' surplus, since VLA = DKB • 

. Hence, in this, admittedly "extreme" , case, there is no increase in the number 

of housing un i ts or the welfare of their owners, but rather an increase in 

housing costs, as a result of the subsidy. 

In panel (b) the market "simulates" a condition of perfect competition, 

seeing that supply, by the government, takes place i n accord~~ce with marginal 

cost. Her.ce, OM units are supplied at price OC, and there is a comparative l y 

large consumers' surplus DEC. Clearly this is the optimal situation from the 

vi ewpoint of resource allocation and economic welfare. 

In pane l (c), suppl y is initially represented by 55' ; the resulting 

number of houses would then be aT at unit price OC, given by equilibrium 

point E. This is the market segment pertaining to the "very poor", and we 
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assume that the government therefore subsidises housing by JH(=ZX) per unit, 

as a result of which the supply function shifts to P~'. New equilibrium is 

thus established at H; the quantity of houses increases by TU and their unit 

cost falls by ex. (With perfectly elastic supply, the unit price would have 

faller. by the full amount of the subs idy) . There is an increase in consumers' 

surplus equal to CEHX, which must, however, be set against the presumed tax 

burden of the subsidy equal to ZXHJ. (Again , with perfectly elastic supply, 

the difference between these two amounts would have been relatively minute). 

Thus, the welfare gained by lower income groups should be compared with the 

welfare loss suffered by the higher income groups, assuming a progressive sys-

tem of taxation and, probably, tax exemption of very low incomes. Of decisive 

importance here would naturally be the number of beneficiaries concerned and 

the number of affected taxpayers. In the absence of such information, it could 

be generally argued that the tax-subsidy scheme may be justified on the ass-

umption of declining marginal utility of income, and a resulting i nc rease in 

total (cardinal) utility for society as a whole. 

Howeyer, according to the already cited viewpoint of the Department of 

Community Development, it is contended that societ y as a whole does intrinsi-

cally benefit from an increase in the living standards of its poorest members. 

In other words, the welfare (utility) of the higher income groups is not only 

related to their own incomes, but also to the incomes (and hence utility or 

welfare) of the lower income groups.38 Given such an interdependence between 

the utility functions of different income groups, we may proceed to analyse 

an optimal transfer of (real) income by means of panel (d). Here the vertical 

axis measures the initial difference between the incomes of the "rich" and 

the "poor" (y - Y.) , while the horizontal axis measures the actual amount of 
m J 

income voluntarily transferred from the former to the latter (yt ).39 The terms 

on which the "rich" are ~ to exchange their own income for increments in 

the income of the "poor" is given by the slope of line ZZ' (= -2); that is, 
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for every unit of income transferred (Y
t

) the income differential (y -Y . ) falls 
m J 

by two units. II ' is one of the indifference curves of the "rich", which indi-

cates the terms on which they are "'illing to subsidise consumption by the "poor" 

at their own expense; the resulting tangency point C thus indicates that the 

actual amount of transfer voluntarily agreed to would be OX. (If OZ' were to be 

transferred, incomes would be equalised). The transfer would be Pareto optimal, 

in the sense that the welfare of the "poor" has obviously increased (as in panel 

(c)), while the welfare of the "rich" has not decreased. Utility inter depen-

dence may, admittedly, not be motivated by pure charity , but rather by the fear 

of social unrest, as the Community Development viewpoint would appear to imply; 

the crux of the matter is that a cogent case can indeed be argued fo r housing 

subsidies in terms of economic efficiency. Thus, Hochman and Rodgers conclude 

that "In the presence of such interdependence, Pareto optimality may not only 

be consistent with redistribution, but may require it . ,,40 The empirical means 

of determining the optimal size of income redistribution are, of course, 

anything but obvious. The uncertainty which surrounds the state of sub-eco-

nomic housing in South Africa, presumably reflects at least s ome of the prac-

tical difficulties in determining the optimal level of income transfers in 

operational terms. 

The Department of Community Development estimated in 1980 that the ann-

ual future demand for (all) housing in South Africa would amount to s ome 

90 400 dwelling units, of which about 61 000 units would fall into the pot en-

tial category of state-assisted housing. It was, moreover, estimated that the 

"absolutely essential" component of this demand plus the existing housing 

backlog would amount to at least 40 000 low-cost houses per annum. The exis-

ting backlog itself was also put at approximately 40 000 dwellig units in 

1980, in the sense that they had already been approved, but lacked finance. 41 
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It has been argued in this chapter (eg. on pages 27 and 36-37) that the 

provision of housing cannot be separated from general economic conditions in 

a meaningful way. The existence of a housing "shortage" or "backlog" indicates 

insufficient effective demand, that is, demand supported by adequate purchasing 

power. Given the (comparatively rigorous) housing standards of the Department of 

Community Development, a gap therefore exists between the "need" and the "effec­

tive demand" for housing, at least in the lowest income stratum of the market. 

From the viewpoint of optimal resource allocation, it may be seriously questioned 

whether housing should be regarded as an independent objective, largely unrelated 

to economic performance. Admittedly the need for adequate shelter is basic, indeed 

essential, but the same cannot always be said of the official standards applied 

to housing, in South Africa as elsewhere. In practice, forms of squatting or 

"informal" housing has come to fill the gap between the "need" and the "effec­

tive demand" for housing, wherever economic performance has been inadequate to 

provide for houses of officially approved quality throughout the market spectrum. 

From an economic viewpoint, "self-help" housing schemes are not necessarily ab-

normal or reprehensible, but simply reflect a prevailing fact of life, which 

might well disappear at a higher level of economic performance and welfare. 

Deliberate attempts to eliminate a needs/effective demand gap by the authoritie s 

could easily miscarry and serve to perpetuate a vicious circle in the housing 

market, as argued on pages 36-37 above. 

It should be noted that the Department of Community Development adopts a 

generally disapproving attitude towards informal, self-help schemes in the "bot­

tom" section of the housing market. This was suggested by the reference to "shan­

ty areas", cited on page 44 above, and emerges clearly in the follow i ng extract 

from the Department's Annual Report for 1977/78 : "Although there may be the ex­

ception, it is wishful thinking to believe that the mass of lowly paid indivi­

duals ; who are usually unskilled workers who seldom have any special capabilities, 
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can make any significant contribution to the provision of their own housing. 

The isolated achievements of Third World countries, which have not stood the test 

of time, but which nevertheless are so often held up as examples, do not really 

impress, because circumstances in South Africa differ vastly from those obtai-

ning in other countries, which, in contrast with the Republic, lack capital and 

ability needed to provide housing efficiently. Where self-help schemes were in 

fact undertaken in other parts of the world, it was done because it was consi-

dered to be the most desirable solution - something had to be done - even though 

their standards fall far short of our own norms. The Republic is still prepared 

to pay the price of proper housing and •••• is not prepared to accept inferior 

housing standards. Squatting and shacks, uncontrolled or so-called controlled, 

resolve nothing, do not save much and inevitably lead to evils.,,42 

Some comment will be made on the Department's attitude (above) in the 

concluding chapter of this study. For the present, it may be noted that the 

Community Development viewpoint in the present context does not represent a uni-

versally shared value judgment. Reasoning on functional, rather than ethical 

grounds, Van Zyl has, for example, stated the alternative position as follows 

"Often official housing policy insists on minimum space standards and solid con-

struction, in fact a scaled-down type of Western housing. The results of official 

policies are often high rents and purchase prices coupled with long waiting lists. 

In contrast squatters can quickly put their sites to good use by the 'spon-

taneous mobilization' of manpower and materials. Official policy should capita-

lize on the initiative and involvement of squatters in the task of reducing the 

housing shortage. But then unrealistic standards must not be set in the first 

place.,,43 

In summary, the South African housing market, even when restricted to 

home ownership, consists of a number of differentiated segments, basically dis-

tinguished by the income levels of the purchasers. These may be divided into the 
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following four vertical layers : 

(1) In the top segment, housing should be seen as a private, rather than a 

merit, want. Supply and finance should corne from the private sector only, 

seeing that subsid i es paid to homeowners in the higher income brackets not only 

cause resources to be misallocated, but evide nt l y fail to assist the intended 

beneficiaries themse l ves, in the sense of reducing their cost of living. 

(2) The next market layer consists of homeowners who receive ("economich J 

housing at cost price. Although no subsidy is involved here, housing is still 

treated as a merit want in the sense that it is supplied by the government by 

means of budgetary provis i on. 

(3) Lower down in the market one encounters subsidised housing ( of a "sub­

economic" kind), which would, however , appear compatible with economic efficien­

cy, i nvolving some redistribution of real income. This possibly represents mer i t 

wants in the most conventionally accepted sense of the term. The determination 

of the optmal subsidy and rate of construction, admittedly represent practical 

problems of some complexity. 

(4) I n the very lowest segment of the market one encounters either a housing 

backlog ( on the Community Development view), or else self-help schemes (as set 

out by Van Zyl) , which may be improved on and might even disappear altogether, 

in favour of superior housing, as the economic performance and status of the 

persons concerned as as well as soc iety at large move on to a higher level . 

However, until more resources are channelled into this segment by the authori­

ties, the housing services consumed here assume the nature of private, rather 

than merit wants, more or less in conformity with the situation in the top layer 

of the market. 
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CHAPTER III 

THE COLOURED POPULATION AND HOUSING IN SOUTH AFRICA 

The most comprehensive survey of the socio-economic position of South 

Africa's Coloured population appears in the Report of the Commission of Inguiry 

int o Matters Relating to the Coloured Population Group (RP 38/1976), generally 

known as the "Theron Commission Report". The present chapter does not set out 

to summarise the contents of this Report, although frequent reference is made 

to it. (For the sake of brevity, the Report is described by its official number -

RP 38/1976 - in the list of references). Instead of trying to give a comprehen­

sive summary, this chapter discusses selected demographic and economic properties 

of the Coloured people, which appear most directly related to their housing sit-

1.J.ation. 

1. SOME D"SMOGRAPHIC PROPERTIES OF THE COLOURED POPULATION 

According to the provisional results of the Population Census of 6 May 

1980, the total population of the Republic of South Africa consisted of 

23 771 970 persons, distributed as follows between the four main population 

groups: 

Group Number Percent 

White 4 453 273 18 ,7 

Coloured 2 554 039 10 ,7 

Asian 794 639 3,3 

Black 15 970 019 67,2 

Given the geographic coverage of the 1980 census - it excludes the pop­

ulation figures for the Republics of Transkei, ilophutatswana and Venda - compari­

sons with past census enumerations are liable to some statistical problems. Using 

population figures for the corresponding area in 1970, the total South African 

population grew at the average annual rate of 2,3 per cent during the 1970-80 

census interval, the individual growth rates for the above population groups 

being as follows : White 1,7 per cent ; Coloured 2,2 per cent; As i an 2,4 per cent; 

and Black 2,5 per cent. 
• ••••• /59 
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Not only are intertemporal comparisons rendered difficult as a result of 

the changed spatial coverage, but the accuracy of actually recorded past censuS 

figures has been questioned, especially in the case of the Asian , Coloured and 

1 Black population groups. In the Theron Commission Report, Sadie estimated that 

the census underenumeration of the Coloured popUlation had, in the past, been of 

the following order: 1936 - 6,2 per cent; 1946 - 8,9 per cent; 1951 - 4,7 per 

2 cent; 1960 - 2,7 per cent; and 1970 - 3,6 per cent. Likewise, Sadie also found 

that the re had been a significant underregistration of Coloured births, ego by 

as much as 10,5 per cent during the period 1965-70. 3 

According to available evidence, it appears tha t the Coloured population 

has re cently experienced a demographic transformation. From the Second World 

'liar W1til the mid-1960s, the Coloured group showed the usual signs of a "popu-

lation explosion". Its birth rate remained persistently high and even increased, 

be~ause of improved medical and health facilities, while the death rate fell, 

with the result that the rate of natural increase reached the high level of some 

3,3 per cen t per annum during 1960-65. Since then, however, there has been a 

very rapid decline in fertility, as reflected by the observed rate of population 

increase of 2,2 per cent per annum durL,g 1970-80. According to Sadie, the pre-

sent natural increase of the Coloured population may be even somewhat lower, 
4 

say, of the order of 2,1 per cent. 

~his process of rapid demographic transformation is not only attributable to 

the spread of birth control or family planning methods, but it also follows from 

the general improvement of the socio-economic position of the Coloured popUlation; 

"Between 1960 and 1977 the percentage of the labour force attached to agriculture 

diminished from 22 to 13 per cent. Those in skilled and semi-skilled blue collar 

positions rose from 27,7 to 34 ,6 per cent, and those in skilled and semi-skilled 

white co~lar positions from 8,7 to 18,6 per cent. Moreover, the standard of living 

of those in unskilled occupations i ncreased greatly. The community experienced 

• . • • • • /60 
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the rise of a strong middle class with stable bourgeois values. That section of 

society which no longer regards the child as an economic asset, but as an eco-

nomic liability - whatever all its other contributions to we l fare - increased. 

Accordingly there was also an increase in the proportion (of those) who des i re 

and strive for a higher quality of family (life).,,5 (Translation). 

Of particular interest to the (urban) housing situation, is the degree 

of urbanisation reached by the various population groups. According to the (pro-

visional) results of the 1980 census, 12 698 538 persons of South Africa's total 

population, i.e. 53,4 per cent, were living in urban areas, the individual fig-

ures for the four population groups being as follows: White 88,9 per cent; 

Coloured 77,3 per cent; Asian 91,3 per cent; and Black 37,7 per cent. Urbanis-

ation is a process which tapers off with the passage of time, something '.hich 

is already evident in the case of the White and Asian population groups. However, 

in the case of Coloured (and especially Black) people, " ••• the process of urban­

isation of these two population groups is probably nowhere near saturation point.,,6 

I~ the nature of things, the gravitation of population towards urban, especially 

metropolitan, areas raises the issue of optimal residential location, discussed 

in the previous chapter . In 1970, when 74,0 per cent of the Coloured population 

were enumerated in urban areas, 59,0 per cent of all urbanised Coloureds were 

living in the four main metropolitan centres (Cape Peninsula: 40,1 per cent); 3,9 

per cent in other larger towns (with a population exceeding 100000); and 37,1 

per cent in smaller towns. According to projected figures, South Africa's total 

Coloured population may reach 4 890 000 persons by the year 2000 and 7 720 COO 

persons by 2020. 7 Assuming that the rate of urbanisation of Coloured people 

would have reached 90 per cent by those dates, the estimated number of Coloured 

urban dwellers would then be 4 401 000 and 6 948 000 persons by 2000 and 2020, 

respectively, or some 223 and 352 per cent of the number actually recorded i~ 

1980. Although these figures indicate a rough order of magnitude only, they do 

contain significant implications for future employment creation and the urban 

•••••• /61 
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housing market. 

2. SOME ECONOMIC PROPERTIES OF THE COLOURED POPULATION 

It appeared from the previous section of this chapter that there have been 

some significant intertemporal shifts within the Coloured labour force, such as 

a decline in the relative position of agricultural workers and a general increase 

in the proportion of skilled and semi-skilled workers. At the same time, there 

has a l so been an increase in the proportion of Coloured workers i n secondary in-

dustries, ego from 24,5 per cent in 1960 to 35,3 per cent in 1970. With the in-

creased rate of '~oloured urbanisation observed between 1970 and 1980, it may be 

assumed that these labour market shifts have been strengthened with the passage 

of time, although detailed census statistics are not yet available. It was also 

noted, i:l the previous section, that the observed decline in Co.loured fertility 

is evidently associated with an increase in their income, measured in absolute 

terms. 

It a l so seems pertinent to enquire how the relat i ve position of the Col-

oured population has been affected within the overall context of the South 

African economy. In one of the more recent studies of income distribution in 

30uth Africa, McGrath has estimated that on a somewhat broader definition of 

Census Income, the shares of the White and Asian population groups remained 

more or ~ess constant between 1946 and 1970 (at about 72 and 2 per cent respect-

ively), while the share of the Black population fell (from 22,2 to 19,3 per cent) 

8 and that of the Coloureds rose (from 4,5 to 6,5 per cent). Apart from the rel-

ative income shares by race, the Theron Co~mission Report a l so published per 

capita personal i ncome figures, including net transfers, ·..;hich were as follows 

for 1974-75 :9 

Population Group Personal Income Share (%) Pe r ~apita Income (R) 

'I/hi te 64,9 2 534 

Coloured 7.2 

Asian 2,6 

Black 25,3 237 

•.•.•• /62 



- 62 -

Keep ing in mind the progressive urbanisation and inc reased participation 

in secondary industry by the Coloured people, calculations were made in the pre­

sent study of the average earnings of White, Coloured, Asian and alack workers 

in ~a,ufacturing industry for the period 1964-79, for which comparable statis­

tics are available. (See Table 3 in the Statistical Appendix). 7hese time series 

are plotted, on a semi-logarithmic scale, in Figure 6. (The Asian ser ies has 

been omitted. as it moves very close to the Coloured graph. For the period 

1964-79 . as a whole, average Asian earnings exceeded the Coloured per capita 

figure by about 9 per cent, with the gap tending to widen somewhat over time) • 
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Figure6: Average Earnings in South African Manufacturing-Rand 
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The relative position of Coloured per capita earnings in manufacturing 

vis-a-vis White and Black workers, may not be immediately obvious. In terms of 

the average manufacturing earnings for all race groups, the long-term Coloured 

share has remained relatively stable at the approximate level of 65 per cent. 

oetween 1964 and 1971 , the earnings gap between Coloured and White workers wid­

ened persistently, with the Coloured figure falling from 27,9 to 23,8 per cent 

of the White earnings level. Since then, however, this trend was generally re­

versed, and the Coloured average earnings figure now rose from 24,7 per cent in 

1972 to 27,4 per cent in 1978, to fall again to 26,9 per cen t in 1979. 

The Theron Conmission also addressed itself to the observed narrowing 

of the White/Coloured income gap during the 1970s, and ascribed the phenomenon 

to two causes, namely, (i) wage increases deliberately des igned to reduce eco­

nomic discrepancies between the races on social and political, rather than eco­

nomic grounds, and (ii) the upward mobility of Coloured labour, entering jobs 

formerly occupied by Whites, which also carried higher rates of renumeration. 10 

It would, however, appear that the changeable nature of the observed 

income (or earnings) gap should also be related to alternating phases of the 

bus iness cycle. In general, the 1960s represented a prosperous period in South 

Africa, while cyclical downswings dominated the decade of the 1970s. Rapid eco­

nomic growth tends to stimulate the demand for, relatively scarce, skilled 

labour,rather more than the demand for relatively abundant, unskilled labour. 

Ceteris paribus, periods ,of economic prosperity therefore tend to widen the 

South African White/Non-White earnings gap, as long as the Non-Whi te labour 

force remains characterised by an abundance of unskilled labour. Taking cog­

nisanc e of the already noted improvement in Coloured jobs , it will be of consid­

erable interest to observe whether the past behaviour pattern of the earnings 

gap, with respect to the busi~ess cycle. is going to repeat itself in future 

or not. 
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Although i t seems probable that the improvement in Coloured earnings 

dur ing the 1970s is indeed, to a significant extent, related to improvements 

in labour productivity, it is not obv ious that the economic position of the 

Coloureds has rece~t ly improved relative to other population gr oups. The ob-

served narro~ing of the White/Coloured earnings gap in manufacturing during 

1972- 78 seems to have been part of a general tendency for the White/Non-White 

gap to narro~, a tendency which was not caused by economic factors alone and 

which may be reversed by the vigorous economic boom of the early 1980s. During 

the 1970s, average earnings of Asians rose more than those of Coloured wor ke rs 

in manufacturing, while the Coloured/Black average earn i ngs gap (in manufact-

uring) tended to fluctuate. ''hen the comparison is extended to all forms of 

economic activity, then it appears that t he overall Coloured/Black earnings 

gap indeed tended to contract during the 1970s.
11 

Unemployment is seen by the authorities as a serious problem in South 

Africa. 12 A solution to this problem not only involves greater horizontal and 

vertical mobility of labour along administrative lines, but also better train-

ins and increased productivity of lli~skilled labour for which there is insuffi-

cient demand. In absolute terms, Coloured ~orkers are bound to ber.efit from 

such policies, although - as in the recent past - it is not obvious how these 

developments will influence their relative economic position in South Africa . 

3 . COLOURED HOUSING PERSPECTIVES 

The Theron Commission conducted some detailed research into the pattern 

of Coloured consumption expenditure in various parts of South Africa, as well 

a s fo r the country as a whole. 13 In the table belo~, the country-~ide distri-

but ion of Coloured expenditure is compared with the weights which the Department 

of Statistics currently assigns to different items of consumer expenditure for 

three separate income groups, as ~ell as the average weights for all three 

14 
groups. Before examinaing these two sets of figures, it is, however, necessary 
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to point out that they are ~ot strictly comparable in a number of ways . Whereas 

the geographic coverage of the Coloured statistics is country-wide, that of the 

Department 's statistics i s limited to the main urban areas, thus presumably 

capturing the better-off consumers, assuming that urban incomes generally €x­

ceed rural incomes. (The three income groups used by the Department of Statis­

tics for this purpose are: Below R2 000 p.a .; R2 000 - R5 999 p.a.; and R6 000 

and more p.a.) Moreover. the origi"al tabulations in the Theron Commission Re ­

port also included " I~surance and funds II , "Tax I! and "SavingH as items of con­

sUI:lption expenditure, while items like "d irect taxes, life insurance premiums 

etc." are explicitly omitted from the Department's tabulations . The above three 

items (which collectively amounted to 8 per cent) ·.ere therefore also excluded 

from the table below. Chronologically , the Theron Commission statistics refer to 

the year 1974-75. those of the Department to 1978. Finally. while there seems to 

exist very close correspondence between the various categories of expe~diture 

derived from both sources . they may not agree in every detail. This is, fo r 

example , suggested by the relatively wide divergenc e in the case of the resid­

ual item "other". None the less, the general impress ion gained from comparison 

can hardly be a misleading one. 
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DISTRIBUTION OF CONSUMPTION EXPENDITURE (per cent) 

Items Coloureds Income EirouEs (1978) 
( 1974-75) Total Lower Middle Higher 

1. Food 43,0 25,0 36 ,4 29,0 19,7 

2. Alcoholic drinks 2,5 2,1 2,9 2,0 1,8 

3. Tobacco etc. 2,5 1 ,7 2,7 1.9 1,3 

4. Clothing & Footwear 14.0 8.8 13,2 10,2 6,8 

5. Housing 11, 4 17.6 8,6 15,7 21.1 

6. Fuel and Light 1,8 2,1 2.9 2,1 1,8 

~ Furniture & Equipment 7,2 5,9 6.7 5 .9 5.9 , . 
8. Household Operation 3.5 5,0 4.9 4,2 5,4 

9· Medical Care ° u , 2.1 1.6 1,9 2.3 

10. Transport 7,1 11',9 7.2 13,8 17.7 

11. Communication 0.2 1,0 0.3 0,8 1.3 

12. Recreation & Entertainment 1.2 3.1 2.4 2,4 3 .5 

13. Reading Matter 1.0 1,1 1 .1 1.2 1.0 

14. Zducation 0 .2 0 ,8 0, 4 0.5 1 ,1 

15 · Personal Care 3.7 2,9 2.7 3,0 3,0 

16 . Other 0,3 5,9 6.0 5,4 6,3 

TOTAL 100 100 100 100 100 

With regard to the respective expenditure patterns of the three different 

income groups, it appears, that as income rises, relative spending inc reases on 

the following items: Housing . medical care. transport. communication . recreat-

ion and entertainment. education, and personal care. It would, ho~ever, be mis-

leadi:tg to r~gard all these items as "re l ative luxuries"; in the case of housing, 

",edical care. transport and education. the spending of the lower income grotlps 

is kept ·~ithin cert ain limits on account of subsid i sation. prec i sely because 

such items represent merit ~ants rather than luxuries at lower income levels • 
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Relative spending decreases with risi~g incomes in respect of the fol:owing 

items: Food, alcoholic drinks, tobacco etc., clothing and foorwear, fuel and 

light, and furniture and equipment. I~ general, expenditure under these headings 

~ay presumably be taken to represent outlay on necessities, which follow the 

lllaw of Engel", in the sense of having a negative income elasticity of demand. 

110 clear trend is observable for the items household operation and reading mat-

ter, while some uncertainty :'Tlust surround the residual item "other r1 , which in-

cludes such individual items as package tours and hotel accommodation, funeral 

expe~ses, membership fees, etc~ 

Against this general background, the expenditure pattern of the Coloured 

people would seem to have some peculiar features; The relative expenditure O~ 

food and on clothing ~~d footwear, both separately and jointly, appears to be 

inordi~ately high. Even the pattern for the metropolitan areas of the Southern 

Transvaal and the Cape Peninsula,1 5 'Nhere Coloured people in the higher income 

brackets should be living, compare un favourably with even the "lower" income 

groups above, in the sense that the Theron Commission viewed the percentage 

spending on food and clothing as "an index of re lative po"erty.1I
16 

It appeared 

from the previous section of this chapter that there has at least been no ob-

vious deterioration in the economic position of the Coloureds vis-a-vis other 

population groups; it is therefore puzzling i~deed to encounter a spending pat-

ter~ which seems to lend itself to the above interpretation, even allowing for 

the discrepancies between the two sets of data used in the comparison. 

Turning to houiing in particular, this item represented 11,4 per cent 

of total Coloured consumption expenditure, as against 8,6 per cent, 15,7 per 

ce~t and 21,1 per ce~t for the lower , middle and higher income groups (i~ the 

above table), respectively. Given the intermediate position of the Coloured 

people in the 30uth African income structure and the offic i al policy towards 

housing, set out in the previous chapter, these figures are in broad agre emect 

with theoretical expectations in this respect. More than 90 per cent of Col-
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oured people in urban areas live in houses erected by the State, and more than 

85 pe r cent of Coloured urban households fell within income brackets that qual­

ified them for state-assisted housing i~ 1975. 17 

The main problems encountered in connection with Coloured urban housi~g, 

~ay be viewed against the general background of the four-tier market which was 

set out on page 53 above. The Coloured popucatio:l group <las allocated more than 

50 per cent of all State housing funds during 1974-78, of which 68 per cent was 

spent on economic and 32 per cent on sub-economic housing,18 which te~d to co-

incide with tiers (2) and (3), respectively, of the compos ite market model. It 

will be recalled that tier (1) consisted of privately financed houses by people 

in the highe r income groups, while tier ( 'f) was again represented by the poorest 

section of the community. 

Very little controversy seems to surround tier (2), where "economic" 

housing i s supplied by the State at cost price to middle income families. From 

a theoretical point of View, this ~arket segment also represents a classic ex-

ample of optimal resource al l ocation, as was set out in Figure 5eb) on page 47. 

It is therefore also significant that the Theron Commission reported in generally 

favourable terms on this segment of the Coloured housing market: liAs regards 

structures, the eco~omic schemes are regarded as good on the whole. They compare 

favourably with the houses built for the same or a higher amount by private 

initiative •••.• Another point is that the fact that these houses can be purchased 

by the occupiers is welcomed 1 and this is also welcomed by some of t:1e local 

authorities who realise that home ownership is ~ot only of direct and indir ect 

benefit to the individual occupier, but also makes for the building up of a 

solid community .••• Loca l authorities also said ohat in these selling schemes 

th " ld' "1 d t th" " tIt ,,19"'h " th t h " Le OCCUpIers se om ~al e 0 pay ~elr les a men s. ~. e VIew a DusIng 

at this level ought to be regarded as a merit want, therefore seems justified 

o~ theoretical as well 8S practical grounds, and it is reassuring to ~ote that 

the bulk of state funds, ' n this respect, is indeed applied to this market tier • 
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I~ contrast, much criticism has been dire c ted at tier (3) of the market, 

cons i sting of state-subsidised houses which are rented, and sometimes bought, 

by households in the lower income brackets. Such criticism is evidently not 

motivated by the fact that these housing schemes entail a transfer of income 

to meet the merit wants they purport to r~present. Partly there exists dis­

satisfaction because the houses concerned are considered to be of poor physical 

quality, and partly because they show little variation i~ appearance and conse ­

quently result in " ••. the deadly repetition of street upon street in these 

schemes for the lower income groups.,,20 Valid as these critic i sms may be from 

an ethical point of view, they do not strike at the economic root of the problem. 

Some l ight on this issue is, however, shed by the following extract from the 

Theron Commission Report: "The Cor.unission visited several of these schemes where 

e'!e r y sign of urban decay was already evident. In its efforts to provide the 

lowest income groups wi th housing which had to be kept within the means of the 

tenant s, the Department (of Community Development) has for many years stipulated 

that the two to four-roomed houses must be of a simple type •••• Overcrowding by 

big families soon gives rise to slum conditions inside the houses as well as 

outside .•• The r e can be no doubt that such accommodation offers people neither 

the opportunity nor the challenge to run an orderly househo l d, nor is it condu­

cive to healthy family life.,,21 

From an analytical vie'''point, the crux of the matter seems to be that 

it is difficult to separate tiers (3) and (4) of the housing market, that is, 

t he "poor" and the "very poar lt
• The conditions described above are not :1ec­

essarily worse in the "informal","self-help" or "emergency" houses, which the 

Department of Community Deve l opment disapproves of in principle. Yet, at consid­

e rable expense, the Department, in spite of its own value judgements, appears 

to create precisely the kind of conditions which it professes to re j ect. As the 

exercise of producing sub-economic houses is still a costly one (for example, 

about R140 million during 1974-78), the question arises whether a scheme which 
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so obviously misses its avowed purpose of satisfy:~g merit wants, does ~ot in 

effect amount to a serious misallocation of resources. As it was argued in the 

previous chapter, attempts to meet a purported "housing backlog" without reference 

to economic conditions and job opportunities is more than likely to miscarry, 

as the facts appear to cenfirm in the present case . From an economic viewpoint, 

there seems logic in the question raised by the Theron Commiss ion " .••. whether 

the s1..1,b-economic houses should not be done away with .. ,,22 Until such time as 

economic performance also permits economic housing, controlled squatting would 

then have to bridge the gap. Although the Department of Community Development 

is strongly opposed to this policy, it would, however , be much cheaper and re­

lease at least some funds for the construction of additional economic dwelling 

u~its . Moreover, several previous ten~~ts have evidently left sub-economic 

houses ('.hieh are still not costless to them) in favour of squatting, while the 

~heron Commission also found that recent migrant squatters in the town were 

" •••• living under conditions that were no worse than they were used to in rural 

areas; sometimes they were even bette r.,,23 Thus, the main policy implication 

hoe re seEms to be 'lot to try to meet the Coloured "housing shortage" in the first 

place , but rather to try to create gainful e~ployme~t and adequate income opp-

ortunities for Colour~d workers. Decent dwelling units would then follow in the 

wake of economic development. 

In the composite Coloured (uroan) housing market, another problem area 

is, perhaps paradoxically, represented by the position of the higher income 

groups in the top tier of the market. The reason for this is that the Department 

of Commur.ity Development, apart from the provision of housing ('.hich does, of 

course , not affect the persons at the Iltop" of the housing market) ,IF .... is also 

charged with the implementation of the Group Areas Act: all population groups 

are settled in areas designated for their exclusive occupation a~d, where re­

settle~ent is unavoidable, in circumstar.ces far superior to those they were 

24 accustomed to before." 
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The latter part of this statement would not seem t o apply to Coloured 

people in t he higher income brackets; indeed, the Department of Community Dev­

elopment itself informed the Theron Commission that " • •. about 10 per cent of 

(the Coloured familie s ) who had been resettled (in terms of the Group Areas 

Act) came from habitable, good homes . ,,25 From a functional viewpoint, the 

Department of CommQnity Deve:opment is thus pursuing two essentially different, 

~nd to an extent, conflic t ing ob jectives ; the provision of low- cost housing a~d 

related ~menities , on the one hand , and the impleme ntat ion of racial segregation 

along residential lines , on the other . The one function does not follow from 

the other:"Wit"esses pointed out to the (Theron) Cor.:mission that no Group Areas 

Act was necessary to clear the slums, since this c ould have been done by effect­

i vely enforcing the Slums Act (Act 53 of 1934) . ,,26 As far a s the higher income 

Coloureds are concerned, they find themselves in the peculiar position of not 

ber.efiting by the Depar tment 's housing function, yet suffering from its imple-

mentation of r esidential racial segregation. The practical i mplication, irom the 

economic viewpoint, is that the families concerned simply cannot make an optimal 

choice with regar d to their place of residence, ~ccordL"g to the criteria dis-

c ~ssed in the previous chapter. This restriction i s, of course, not limited to 

Coloured fam ilies in the higher income groups, but it doe s seem particularly 

relevant to t heir case , as they do be l ong to an economic stratum where direc t 

state regulat i on of residential location does not normally occur at alii in a 

pos it i on such as theirs, housing is, as a rule , treated as a purely private want. 

'~he Theron Comm i s s ion reported as follows on Coloured attitudes to the 

8roup Ar"as Act : "It emerged from evidence re ceived by the Commission that no 

other statutory measure had evoked so much oitte r ness, mistrust and hostility 

on the part of the Coloureds as the Group Areas Act. The ma j ority of the Col­

oureds believe that in their case the Group Areas Act is applied with unfair 

c onseque~ces a s regards the demarcation and sitir.g of Coloured group areas, 
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as ~ell as the expropriation a~d removal of Coloureds from established resi­

dential areas . 1I27 The statement by the Department of Community Development to 

the effect that "It should perhaps be emphasised that the (Group Areas) Act 

applie s equa lly to whites, Coloureds and ASians,,28 appears ~ither il l -advised 

or disingenuous : According to the Ministe r of Community Deve l opment in 1978, 

the foL:"ow i ng number of persons either had been removed or were still to be 

20 
moved from thei r home s in terms of the Group Areas Ac t: J 

Population Group 

White 

Colour ed 

Asian 

Persons Already Re moved 

8 299 

374 990 

172 156 

Persons still to be Moved 

72 215 

59 1+37 

l:l re la t ion to the (provisional) 1980 Census figures, the total nUr.lber of .affected 

persons amounted to 0 ,2 per cent for \,11i t es, 17 ,5 per cent for Coloureds and 

29,1 per c ent for Asians; the impac t of the Act has therefore clearly no t been 

equal. 

With regard to Coloured persons in the higher income groups , where 

housing amo~~ts t o a private, rather than a merit, want, evidence before the 

Theron Commission did sugges t that their pos ition has been reduced to a sub-

optimal one by the Group Areas Act in a number of ways. For exampl e: (1) Before 

resettlement, such families did not live under slum conditions, but en joyed 

good housing in a location of their own choice: " ... those who ~ere better off 

bought plots and built their own houses. In t his way several residential areas 

with attractive homes and gardens came into being in many towns and cities ..• 

On t he whole this way of life was peaceful, and contacts in many different fields 

le d t o sound relations oet'",ee n 'tlhites and Coloureds . n30 (2) ':he lr:1plementation 

of t:--.e Group Areas Act '''as not a cost less proce ss for the :':':.or9 we l :-to-do Col-

oureds: ..... ~any Coloured la~d and home owners s uf fe red cons ide rable financia l 

, lt f f d 't' t .. 31 (7) mh • tt l t ~ osses as a resu 0 en oree rese~ ~emen • J ~ ~e r.ew areas or rese _e~en 

do not necessarily permit an optimal choice of residential locat ion to those 
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with th~ means to purchase their own home: "a .• there are cases where sub-eco-

no~ic houses and hire-purchase houses a re jumbled together in the same street 

or a sub-ecor.omic scheme is situated back to ba ck with private properties . This 

has caused dissatis:action not only because it might have adverse financial i~-

plications for the home-owners concer ned , but a lso because people of different 

levels of devel opment cannot be thrown together ~erely because they ~ll happen 

'2 to have brown skins."/ (4) Compulsory re~oval to a sub-optimal location inval-

id~tes the trade-off between space (or environment) and journey to work (see 

pages 40 - 42 above); the persons concerned may now experience the worst of both 

worlds: unp2..easant living conditions and expensive co~rnuting: "For many Colour-

eds resettlement has meant that monthly transport expenses to their work have 

:,ecome a major item of expenditure . ,,33 

It t hus appears that the (urban) Coloured housing market exhibits some 

very diverse and unusuai features. While economic opportunity and progress 

seems to be a prerequisite for families to reach the eecond tier (state-assisted 

"economic" houses), there is a bar to further advancement, i:1 the sense that 

the housing ser vices -3.vailable to the higher i!"!come groups may Vlell prove to 

be sub-optimal, ~Ld thus not directly related to their i~come ~nd prefcre!"!ces . 
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CHAPTER IV 

THE COLOURED POPULATION OF GRAHAMSTOWN 

Grahamstown was founded in 1812 and is today a medium-sized town in the 

South African population setting: with a population of ;f1 300 it ranked in 1970 

twenty-first according to size of South Africa's urban places. (By 1980, i t s 

es t imated population had grow n to 56 200 persons). Within South Afri~a's ove r ­

all urban hierarchy, it is classified as a Major Country Town , and "Despite the 

dominance of Port Elizabeth (130 km away by r oad) , Grahamstown is able to pro­

v ide 54 of the 55 categorised functions (actual s erv ice s provi ded by an urban 

centre) and serves the rural and urban r e sidents i n a lar ge hinterland.,,1 

According to provisional s tatistics, the ~agisterial district of Albany, where 

Grahamstown is si t uated, had an aggr ega te Personal Income of R 42 121 000 in 

1975 , wh ich represented 0,221 per cent o f the corresponding figure for t he Re ­

public of South Africa. 

The reason '.hy Grahamstown was selected for some special attention in this 

study was partly one of convenience; at the same time, i t would s eem a pertinent 

example of the kind of migra t ory phenomenon that was discussed on pages 36-37 

above , which in turn has certain special implications for the provision of 

housing . As Tr uu has pointed out , "One of the outstanding features of the eco­

nomic deve lopment of South Africa i n the twentieth century has been the concen-

tration of population and economic activity in a strictly limited number of 

localities, viz. the Southern Transvaal and the seaports Cape Town, Durban and 

Port Elizabe th and their immediate environs •••. Aside from problems of ·urban 

congestion, t he counterpar t of the process which has resulted in such a degree 

o f concentra t ion of resources has been a relative lack of economic progress 

in other parts of South Africa.,,2 Thi s chapte r tries to establish the broad 

re :at ionship between migration and economic performance i n the case of Grahams-

town, and to explore some of the i mp l ications resultin~ fr om this for local 

Coloured housing, which may or may not be typical of the conditions found in 
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many other small towns in South Africa, where some 25 per cent of the country's 

Coloured peop:e were living in 1970. Perhaps it should be explicitly stated at 

this stage, that at the time of writing, only the first, provisional results of 

the Population Census of 1980 were available. 

1. THE DEMOGRAPHIC BACKGROUND 

Table 1 below gives the population composition of Grahamstown at the various 

census dates since the Second ',;orld War. This information is also shown for the 

longer period 1904-80 in Figure 7, on a semi-logarithmic scale, where Asians 

have been omitted on account of their small regional numbers. 

Table 1 : Population of Grahamstown by Race, 1946-80 

GrauE 191\6 .l22.2. 1960 1970 1980 

White 9 054 8 680 10 668 10 089 10 158 

Coloured 2 884 3 117 4 166 4 986 5 655 

Asian 181 178 191 229 291+ 

Black 10 873 11 814 17 586 25 998 40 101 

Total 22 993 23 789 32 611 41 302 56 208 

The major changes with regard to the interracial distribution of Grahamstown's 

population have been the fall of the relative share of the 'lihites , from 39,4 

per cent .in 1946 to 18,1 per cent in 1980, and the increase in the relative 

share of the Blacks, from 1'7,3 per cent in 1946 to 71,3 per cent in 1980. 

The-r8 has been some relative decline in the numerical strength of Grahamstown's 

Coloured population, from 12,5 per cent in 1946 to 10,1 per cent in 1980. 

Even when allowing for enumeration inaccuracies, all three of these population 

groups appear to have been influenced by migration. Apart from other evidence, 

this is strongly suggested by the comparison of the respective intercensal 

growth rates in Table 2 below for Grahamstown and South Africa as a whole. 

(On account of its small regional numbers, the Asian population group has 

been excluded). 
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FIGURE 7; 
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Table 2 Average a~nual Population growth rates, per cent, 1946-80 

Group Gra.hamstow:1 South Africa 

'246-51 1951-60 1960-70 1970-80 1246-51 1951-60 1960-70 1970-80+ 

• ... hite -0 ,9 2,2 -0,6 0 ,1 2,2 1,6 2,0 1,7 

Coloured 1,6 3,2 1,9 1,3 3 ,5 2 , 3 3 ,0 2,2 

Slack 1,7 4 ,4 4 ,1 4,4 1.,8 2,6 3 ,4 2,5 
Total 0,7 3,5 2,5 3 ,1 2,1 2,5 3,1 2,3 

(+Excludes the Republics of Transkei, Bophutatswana and Venda) 

In spite of the develDpment of its educational institutiDns, some of which have 

a country-wide impact, Grahamstown's White populatiDn growth has been e ithe r negli-

gible or even negative, with the exce ption Df the period 1951-60 . During the same 

pe r iod , CDloured pDpulatiDn growth also appeared more rapid in Grahamstown than in 

South Africa as a whDle. Although this may have been a time of rapid populat i on 

expansion in Grahamstown's recent history, the previously Dbserved lack of accu-

racy of Coloured census and birth reg i stration statistics ( see page 59) does 

cast some doubt over the issue. This applies especially to the above Coloured 

population growth rate of (only) 2,3 per cent fDr the country as a whole for 

1951 - 60, when the actual rate should have been much higher, agai~st the back­

ground of the biological history of the Coloured people ( see page 59). 

Otherwise, Coloured poulation growth in Gr ahamstown, although posit ive, has 

heen well below the national rat es . I~ r. ontrast, the Black population of Gra-

hamstown has grDwn rapidly indeed by national standards, with the exception of 

the period 1946-51. In general, it therefore appears that Grahamstown's White 

and Coloured population groups have been liable to ~et out-migration in recent 

time s, while its Black population has again experienced a process of net in-

migrat ion. 

Such migratory patterns have also made an impact on the age distri-

bution of the local population. Although separate data are not available for 

Grahamstown by itself, Table 3 below compares t he age composition of Whites, 

Coloureds and Blacks living in the urban part of the Albany mag isterial district 
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with that of thejr national counterparts in 1970. Seeing that some 95 per cent 

of the urban population of Albany are living in Grahamstown, these figures 

should be a very close approximation of the town's actual population pattern. 

Table 3 : Age Composition of Urban Population 1970 , per cent 

Age Group 

0 - 4 

5 - 9 

10-14 

15-19 

20-24 

25-29 

)0-34 

35-39 
1,0_44 

45- 49 

55-59 

60- 64 

65- 69 

70- 74 

75+ 

~OTAL 

o -14 

15-64 

65+ 

Coloured 

Albany 

16,3 

16,8 

14,5 

11 ,1 

7,4 

5 ,3 

5,2 

4 ,6 

3.9 

3,2 

2.9 

2,2 

1,8 

2,0 

1,0 

1,7 

100 

47 ,6 

47 ,6 

4,7 

S.Africa 

16,1 

15,3 

13.5 

11,0 

8,8 

6,8 

6,0 

5,3 

4 ,2 

3,3 

2,7 

2,2 

1,8 

0 ,7 

0,8 

100 

44,9 

52,1 

2,9 

Wh i te 

Albany 

7,0 

7.2 

10,3 

18,2 

10,9 

5,6 

4,8 

4,3 

4,6 

4,9 

4 ,1 

4,7 

4 ,0 

3,2 

2,2 

4 ,0 

100 

24,5 

66,1 

9 ,4 

S.Africa 

10,8 

10,4 

10,0 

9,3 

7,9 

6,8 

6,1 

5,6 

5,2 

4,7 

4 ,3 

3 ,7 

2,5 

1,7 

2,2 

100 

31 ,2 

62,5 

6,4 

Black 

Albany 

15,4 

14,7 

14,0 

11,2 

8,1 

6,6 

5,9 

5,1 

4 ,0 

3,5 

3,0 

2,5 

1,8 

1.7 

1,0 

1, 4 

100 

44,1 

51,7 

4 ,1 

S. Africa 

11,9 

10,6 

9,8 

9,6 

11,6 

10,3 

8,6 

7,3 

6,0 

4,6 

3,5 

2,2 

1,5 

1,0 

0 ,6 

0,7 

100 

32,3 

65,2 

2,3 

?he median age values for the populations in the above table were as follows: 

Urban Albany (Grahamstown): Coloureds 15,6 years; Whites 22.8 years; Blacks 

17.1 years. Urban South Africa: Colour~ds 16 .8 years; Whites 24,9 years and 

Blacks 23.0 years. The generally perceived demographic youthfulness of the 

Coloured population may be ascribed to high fertility. which has, however, 

been declining since the mid-1960s, as noted in the previous chapter. The 

relatively greater youthfulness of Grahamstown's Coloured population would 
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appear the outcome of age-selective migration rather than exceptionally high 

regional fertility. This is at least strongly suggested by the phenomenon 

that there appears to have occurred some narrowing at the base of the population 

pyramid, in the sense that the age group 5-9 years exceeded the age group 0- 4 

years (see also Figure 8) , although births may, of course, have been under-

registered. Employme~t-motivated migration away from the region is, moreover, 

implied by the relative deficie~cy of young Grahamstown Coloured adults in 

t~e age bracket 20-39 years, vis-a-vis urban South Africa. On the whole, there 

was a regional shortfall of 4,5 per cent in the case of the potential econo­

mically active Coloured population of Grahamstown (15-64 years) , as against 

the national figure. Accordingly there was a comparatively greater regional 

"burden of dependency" with regard to the presumed non-working sections of the 

population (0-14 and 65+ years). 

The age compos it ion of Coloured people showed some significant differen-

ces from those of the White and Black population groups, which -"ill not be 

considered in detail here. It may be briefly noted that demographic ageing 

is advanced in the case of the Whites, especially at the regional level : 

Not only did the age group 0-14 years amount to only 21+ ,5 per cent in Gra­

hamstown, but White persons aged 65+ formed as much as 9,4 per cent of the 

populati on, in spite of the large institut ional population at school and uni-

versity, mostly wi thin the age bracket 10-24 years . The Black population of 

Grahamstown was still comparatively youthful , although somewhat less so than 

the Coloureds . There appeared a broad regional deficiency in the broad age 

bracket 20- 49 years, which is again strongly indicative of the attraction 

which South Africa's metropolitan areas have for migratory workers. Black 

people of potential working age (15-64 years) represented 65,2 per cent o f 

the total Black population of urban South Afr ica, as against only 51,7 per 

cent for Grahamstown; the corresponding Coloured figure was still lower, 

namely, 47,6 per cent . 
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Figure 8 above depicts the population pyramids fo r Coloured 

urban and rural residents of the Alba~y magisterial district in 1970. 

Apart from the general youthfulness of both popu~ations, an indentation in 

t he middle sect ion of the male side of the pyramid is evident in both cases. 

"rhis i s, of course, a typical feature of populations experiencing net out-

migration, which, by virtue of its male bias, has also influenced the sex 

composition of the regional population. In 1970, the observed male/ female 

ratio of the urban Coloured population of Albany ( practically , Graha:nstown ) 

was 1/ 1,28, as against 1/ IpS for all urban Coloureds in South Africa. There 

was a similar male deficiency among young adults (aged 20- 39 years) bo t h 

within Grahamstown and at the regional/national level, thus s llpporting the 

inference that most Coloured people who leave Grahamstown are male persons of 

the younger '.orking ages. The rural Coloured population of Albany also 

consisted of more females (53 ,1 per cent) t han males (46,9 per cent) and would 

l i kewise appear to have experienced some continuous and simi larly se lective 

:nigration away from the region. 

Although officially recorded statistics did imply a Coloured net 

migration into Grahamstown during 1951- 60, it is doubtful whether such a 

movement did occur in fact. It has, for example, been found that for the Cape 

Midlands region, of which Grahamstown forms a prominent part, published census 

and vital statistics also suggested a process of Coloured net in- migration 

during the same period. Yet, when the publ i shed data were adjusted for 

probable errors, the region appeared to have actually lost Coloured residents 

dur ing 1951- 60. 3 On balance, it seems safe to conclude that Grahamstown has 

indeed experienc ed 3 net loss of some of its most employ~ble Coloured people, 

ce rtainly for t he past twenty years. 

Table 4 below gives the White, Coloured , 31ack and total population 



figures, recorded 1n the censuses of 1970 and 1980, for both the urban and 

the rural parts of the magisterial district of Albany. (Asians have again 

been omitted on account of their small numbers). 

Table 4: Population of Albany by Race, 19?0 and 1980 

Group 

White 

Coloured 

Black 

'i'otal 

Urban 

1970 

::'0566 

5816 

28236 

44847 

1980 

10558 

6585 

43461 

60900 

Rura I 

1970 c980 

1507 1504 

1023 1042 

23122 13482 

25652 16030 

From a practical point of view, there was no significant chanbe in the size 

of the 'lihite population, either urban or rural. There was an increase of 

13,2 per cent in the urban Coloured population of Albany, while the rural 

population increased only very slightly, by 1,9 per cent during the entire 

period 1970- 80. During the same census interval, the urban Coloured 

population of South Africa as a whole increased by about one-third, while 

its rural counterpart declined by some 10 per cent. It thus appears that, 

while there is still a process of rural- urban migration taking place among 

South Africa's Coloured people as a whole, this is no longer a factor to be 

consid ered in Albany, at least not in statistical terms. In a sense, the 

Coloured population of Grahamstown has become semi- stabilised; although it 

continues to lose people to other urban (presumably metropolitan) areas , 

Grahamstown is no longer "fed" by new arrivals from its surrounding rural areas 

in any significant way. With regard to the Black population, the situation is 

entirely diffe rent. During 1970- 80, urban Blacks in Alb~~y increased by 53,9 

per cent , while the Black population of rural Albany fell by 41,7 per cent . 
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These figures sugges t a rapid process of Black urban isat ion within the 

magiste rial district of Albany; al though Grahamstown does eviden tly lose some 

Black work seekers, e s pecially young males , to other urban a reas of South 

Africa, there appears to have occurred an ave r~ge net in- migration of some 

500 a lack persons per year into Grahamstown during 1970- 80. 4 
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2. 2CONOMIC IMPLICATIONS. 

Al though regional output series are seldom available on a continuous basis, 

the Department of Statistics has published figures for the" Gross Geographic 

Product at factor incomes" by magisterial district in South Africa for the 

years 1963, 1970 and 1972. 5 Figure 9 accordingly gives a percentage 

cO!11parison of the composit ion of the Gross Domest ic (or "Geographic ,,) Produc t 

of Albany and the Republic of South Africa in 1972. ( Separate data for 

Grahamstown are not available). The most conspicuous features of the 

dist ribu tion are substantial regional deficiencies (black rectangles) in 

mining and manufacturing, together with obvious regional surpluses (striped 

rectangles) for the contributions to income by general government and "other" 

producers , which, in the present case, mainly consist of Rhodes University, 

welfare organisations and domestic servants. Relatively minor reg i onal 

deficiencies occ ur in electric ity etc; construction; c ommerce and 

accor.'lodat7.onj transportt storage and Gommunication; and minor regional 

surpluses in finar.cing, real estate and business services; as well as 

community, social and personal services. 

The first nine categories of economic activity shown in Figure 9, 

represent contributions by "enterprises", which are (briefly) defined as 

follows by the Department of Statistics: "Included are all resident 

establishments and similar units, public as well as private, which· produce 

goods and services for sale normally intended to cover their production 

costs ." Such enterprises are not always confined to the market, but do 

represent activities that generally" pay their own way." In this respe ct , 

the economic position of the Albany magisterial distr ic t appears to be 

relative l y unfavourable: in 1972 defined enterprises contributed 61 , 3 per 
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cent of its Gross Domestic ( or " Geographic" ) Product, as against 86,3 

per cent for South Africa a s a whole . For Grahams town by itself , t he 

cO:i tribution by " enterprises" wou ld be rather less, perhaps of the o rder 

of 55 per ce nt, seeing that most agricultural ~ctivit y takes place in the 

surr ounding rural area . The economy of the town therefore re lies heavily 

indeed on government and educational institutions, and domest ic service . 

Attempts to discover whether the Albany magisterial dist r ict has 

i mproved its economi c position or not within the na tional context do not 

yi eld clear- cut results. Using the (above) figures for Gross Domestic (or 

"Geographic'l) Product , the regional share of Albany fell s:ightly, from 

0,171 per cent in 1968 to 0,170 per cent in 1970 , and then rose again to 

0,184 per cent of t he national figure in 1972 . Not surprisingly, these 

fluctuations were essentially caused by the activities of non- enterprises. 

that is , general governmen t and "other" producers. Statistics pertaining to 

"Personal Income " were also obtained from the 3ureau of Market Resear ch at 

the University of South Africa. The aggregate "Personal Income" of a region 

does, inter alia , make provision for depreciation , interregional factor 

payments and transfer incomes of households . If "Geographic Income " is the 

regional equivalent of "Domestic Income", then "Personal Income " represents 

the regional equivalent of "National Income." 6 A regional/ national 

comparison on this basis, a lso yielded a somewhat fluctuating, but generally 

declinir.g , "Personal I ncome" share for Albany for the following years: 

1959- 60 : 0,308 per cent; 1964- 65: 0 , 323 per cent ; 1969- 70 : 0 ,255 per cent ; 

and 1975 : 0 , 221 per cent. Thus while the absolute position of the Albany 

district emerges somewhat more favourab ly when "Personal Income" is used 

instead of "Geographic Income" , its relative position over time again seems to 

deterio r ate on this measure. Although this observation does not necessarily 
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amount to .::l "paradox", its explanation would seem to be vested in the 

cverrepresentation of pensioners and other recipients of l argely fixed 

incomes. If such incomes have generally risen less rapidly than factor 

incomes, then it is quite probable that the "Geographic Income " share of 

Albar.y ",ay be rising "hile its "Personal Income " share is falling. While it 

would be difficu:ct to claim that the overall economic position of Grahamstown 

has deteriorated with the passage of time , neithe r have there been any overt 

signs of economic progress, within the natio~al con text, during recent years. 

Personal Income figures, for the magisterial distric t as a whole, 

are also available for selected years according to individual population 

groups. Table 5 below thus compares the White, Coloured and Black per 

capita Personal Income figures for Albany with those for the Republic of 

South Africa for 1959- 60 , 1969- 70 and 1975. The table also shows the 

!lational/ regional income "gap", that is the quotient of the national figure 

divided by its regional counterpart. 

Table 5: Per capita personal Income, Rand 

Group 1959- 60 1969-70 1975 

RSA Alb. lIGap" ElSA Alb. "Gap" RSA Alb . "Gap" 

'!lhi te 888 710 1,25 1631 1366 1,19 2876 2477 1,16 

Coloured 1'+1 78 1,81 277 152 1,82 577 390 1 ,!,8 

Slack 79 51+ 1,46 131 99 1,32 270 169 1 ,60 

It appears that the income gap between Albany and South Africa has 

persistently "arrowed for '!lhite persons from 1956- 60 to 1975 . In obher words, 

the effect of continuous net out- migration may have served to reduce 

i~terregio~al earnings discr~pancies in this case. For Coloured persons, 

there was no signi ficant change between 1959- 60 and 1969- 70, after '''hich the 
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gap narrowed from 1,82 to 1 ,48 in 1975. After a considerable period of time , 

interr~g:onal migration there fore also seems to have had an i~ fluence on 

regional Co~oured earn ings simi:ar to that observed jn the case of the whites. 

To some extent this i s, of cour se , ~n arithmetic inevitability: if populat i on 

numoers grow more slowly than inr-orne, then per capita i~come figures a re bound 

to show a relative improvement. In the case of Albany ' s Bl~ck population, there 

seems , however, to have been a relative deterioration , in the sense t hat the 

n,t ional / regional income gap evidently widened from 1,32 to 1 ,60 between 

1969- 70 and 1975 , after a small initial contraction. All three Albany 

population groups also showed persistent increase in per capita real income 

between 1959- 60 and ~975 , at the following rates : ~hites 70 per cent; 

Coloureds 143 pe r cent ; and Blacks 52 per cent. Further disaggregation of 

available statistics fo r Whites and Coloureds shows that white (median) income 

in rural Albany rose more rapidly than either in Grahamstown or in South Africa 

as a whole between 1960 and 1970, and that the most rapid increase in all 

re5ional (median) incomes took place in the case of Coloured women working in 

Grahamstown , which increased by 171 per cent during 1960- 70 , a figure also 

high by national standards. In contrast , the (~edian) personal income of 

rur~l Colour~d males increased by o~ly 25 per cent duri~g 1960- 70 , which 

fell short of a r ecorded 31 per ce~t increase in the Consumer Price I~dex, 

thus olgnifying a decline in their real inco~e. Although there are no' 

similarcy detailed figures of Black incomes , it wou ld be somewhat surprising 

if rural Biack workers f~red much bette r than their Col oured colleagues . 

Such circumstances would then l~rgely explain the very substantial process of 

Black 'lrba~isation within the Albany magiste r ial distri ct between 1970 and 

1980, which was briefly outlined i n t he previous section of this chapter . 
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This large influx of 31a~k people into Grahamstown may well be the main cause 

of the otherwise exceptional deterioration in regional vis-a- vis national 

alack per capita i~comes dur i ng 1970- 75, as observed in Table 5. Given the 

continued na t ure of the net migration i~to Grahamstown, it may no l onger 

be taken for granted that local al a ck (per cap ita) incomes are still rising 

in real terms. Whereas persistent migration ~way from Gr~ham6town has 

ev idently had at l east some income advantages, in re l ative terms, for the 

White and Coloured workers who have remained behind, the same cannot be 

i nferred , without s pecific evidence, in the case of Grahamstownts Black labour 

force . This is at least the general conclusion which tends to emerge from the 

somewhat fragmentary statistical data set out above . 

To conclude this section, some reference must be made to the state 

of unemployment in the present regional context. According to the theoretical 

approach outlined on p~ges 29- 35 above, interregional migration tends to be 

caused by local discrepancies in the labour market . Thus a region with an 

excess supply of labour star ts los i ng workers to regions with an excess de~and 

for :'.. abour. The ensuing migrat ion of worke rs may have either an "equilibratingfl 

or a rt di sequili':Jrat i ngll effect on prevailing econo:nic conditions in the 

respect i ', e regions . 30me s i gns of " partially " qui l i'or3.ting effect on White 

snd Co l oured i ncomes in Grahamstown and Albany have tended to emerge from the 

present section, wh i le the effect of migration on l ocal Black i ncomes may have 

been a partially disequilibrating one . 

According to theoretical expectations, migration may also reso l ve 

regional problems of unempl oyment and l abour shortage . It is therefore of 

some interest to estab l ish how the state of employment has developed in 

Graha!'nstown , an urban place of medium size which has obviously been 
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affected by migration for at leRst several decades. 3etween 1970 and 1977 

the national rates of unemployment in South Africa increased as follows for 

the i nd i vidual population gro~ps: Whites from 0 , 3 to 3,6 per cent ( of the 

economically active population); Coloureds from 1,6 to 10,5 per cen t; As ians 

from 1,4 to 9,2 per cent; and 7 Blacks from 4 ,1 to 13,0 per ce nt . The year 

1977 marked the end of a long and severe economic slump, and the rates recorded 

then should be viewed as comparative~y high by South African standards. The 

regi onal distribution of unemployment , for Black and Coloured workers, has 

followed a pattern of comparatively low rates in rural areas, somewhat higher 

rates in the (smaller) towns, and considerably higher rates i n the 

metropolitan centres . rhe highest rates of Black unemployment have, however 

been encountered in the Black homelands ( or states) of South Africa. 8 

According to the Current Population Survey of the Department of 

Statistics, the folloWing (average) unemployment rates prevailed among the 

Coloured and Bl ack work force during July- October , 1980: 

T~ble 6: Coloured and Black Unemployment, pe r cent 

Area Coloure ds Blacks 

Me ~ropolitan 6,2 l~,l 

Other Towns 5 ,2 6,3 

Farns ll, 3 ~ ,O 

Black States ~.a . 12,2 

If the conditions pre vailing in the 31ack states are taken to be a "special 

case", then a general explanation of the unemplo;lTnent pattern in Table 6, in 

ter~s of interregional migration, would possibl y run along the following 

lines: As workers leave rural areas to settle in the (smal~er) towns, the former 



unemployment rate falls while the latter rises, with ~he pattern repeating 

itself as workers, in turn , leave the (smaller) towns to settle in 

metropolitan ~r~as. rhe size of a place a~d its rate of un~mployment would 

therefore seem positively c orre:ated. 

Although strictly comparable rates are not available for Grahamstown, 

a survey of the "Qualit y o f Life" , conducted by the Institute of Social and 

Economic rtesearch at Rhode s University for the Urban Foundation, estimated the 

inordinately high Q~employment rates of 21 pe r cent for the Coloured and 34 

per cent for the Black "adult" population (aged 16 years and over), for the 

period March- July, 1980. When the number of unemployed persons is related 

to the population of potentially working age ( 15- 64 years), the resulting 

unemployment rate s in Grahamstown may be even higher. ( I n contrast, the 

local '.hite adult unemployment rate was estimated at 1 per cent). The Non­

White unemployment situation in Grahamstown there fore neither conforms to 

theoretical expectations , nor does it fit into the gene ral national pattern . 

It is also seemingly insensitive to business cycle fluctuations , for 1980 

was a ve ry prosperous year in South Africa , wi th an estimated economic 

growth rate of 8 per cent . The question raised at the beginning of this 

chapter (pages 77- 78), whether economic conditions in Grahamstown are 

typical of those prevailing in other medium- sized South African towns must 

therefore be ~nswered in the negative; like the alack states , the economy 

of Grahamstown would rather seem to represent a "special case. " A further 

question which more or less naturally suggests itself is, of course , why 

people (Blacks) come to Gr ahamstown, or · .. hy do they (Blacks, Coloureds) not 

leave it in ev~n greater numbers. No single answer, at least of an 

explicitly economic nature , seems obvious . It is possible that the above 

unemployment figures are somewhat inflated because they may hot have made 
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sufficient allowance for informal economic activities. Horeover, work in 

either the formal or the informal sector is not the only source o'f i.ncome; 

Grahamstown is indeed notorious for its negging, theft, pilfering. 

housebreaking and robbery. The numerous org9.nised charities in Grahamstown 

r:i.ay also enhar..ce its attraction in the t;:yes of both loca l and prospecti··re 

residents , 9 in spite of its deficient employment and income opportunities. 

Although a certain amount of research has been done into these issues , it 

is not feasible, with present information, to systematically quantify their 

respective significance. 

Finally , in a purely local context, economic conditions in 

Grahamstown may seem a good deal more attractive than they appear in the 

broad national setting. Thus, according to Census statistics, the 1970 

~,ediar. income of male Coloured workers in Grahamstown exceeded the 

corresponding figure for rural Albany by two-thirds, while the per ~apita 

income of Albany, as a whole, appeared several times higher than those of 

other neighbouring magisterial districts like Adelaide, Bedford, Alexandria, 

?eddie and Bathurst, although details pertaining to individual population 

groups are not available from published sources. With regard to prospective 

Bl~ck migr~nts, no effective urban influx control is applied in Graha~stown. 

i.n r:ontrast with Port t:lizabeth . Ceteris paribus , Port 21 izabeth may Hell be 

preferred to Gr~hamstown, but the influx control factor may serve to raise 

its status as the second best place of destination in the Eastern Cape 

Province. 

3. ,;OLCURED HOUSING IN GRAHAHSTOWN. 

A certain amount of basic data on housing is available from 

Population Census reports. Table 7 below gives the distribution of the 
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Coloured population of urban Albany ( of whom 80 ,5 per cent lived in 

Grahamstown in 1970) and urban South Africa in 1960 and 1970 , according to 

the ~ype of dwelling inhabited. 

rable 7: Coloured Populatio~ by tyPe of Dwelling, 1960 & 1970 

Type of Dwelling Urban Aloany 

1960 1970 

Number Per cent Numbe r Per cent 

House 1+637 93,9 '.403 75,5 

r2.a t 13 0,3 35 0,6 

=rotel, etc. x 90 1,8 67 1,1 

Othe r xx 
197 4,0 1330 22,8 

Total 4937 100 5835 100 

( continued) 

Urban South Africa 

917629 89,0 1341096 87 ,9 

22585 2,2 82798 5,4 

7930 0,8 9241 0 ,6 

82500 8,0 91705 6, 0 

1030644 100 1521+840 100 

(
x. 

30arding houses, hostels, old-age homes, orphanages, hospitals, prisons. 

xx 
Apartments. barracks, quarters and similar collective dwellings , huts, 

c~bi~St tents, caravans . and unspecified). 
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Perhaps the most outstanding feature of these figures is the large 

number of Coloured persons living in houses and the very small number living 

in flats. Although the percentage of Coloureds living in flats in urban 

A:oany (practically, Grahamstown) fell sharply between 1960 and 1970 , this was 

not accompanied by a significant increase in the rel~tive proportion of flat 

Gwellers . Instead, the r e occurred a significant shift, in both absolute and 

re lative terms , in fa'lou r o f pe r sons living in "otherll dwelling units, the 

natur e of which has been identi f ied at th~ oottom of Table 7 . oy comparison, 

72 ,1 and 8 ,3 per cent of urban Albany ' s White population lived in ~ouses and 

flats , r espec tive ly , in 1970; the corresponding f igures fo r urban South 

Africa as a whole were 79,7 and 14,9 per cent . 

\,ith r egard to the number of dwelling units , there 'Nere , in 1970 , 

520 houses, only 2 flats and 81 other dwelling units occupied by Coloured 

people in Grahamstown ; the corresponding figures fo r Wh i te persons being 

1739, 336 and 26 units . In physical terms, there may be some justifica t ion 

for desc r ibing the local Coloured hO:.lsing situation as "overcrowded": the 

average number of Colour ed persons per house in Grahams town was 8 ,5 as 

against 3,7 in the ca se of the ,Ihi tes , t he correspond ing national f i gures 

being 7 ,0 Coloureds and 4,1 Whites per house . A further scrutiny of the 

respec tive shar e s of houses and f~ats in the total s tock of these dwelling 

units shows that in the urban areas of Sou t h Africa as a whole , 94 ,1 per cent 

of the stock consisted of houses and 5 ,9 per cent of flats in the case of 

Coloured occupancy, the corresponding figures fo r White occupancy being 

76 ,2 and 23,8 per cent . It the r efor e clearly e~erges that, in attempting 

to ~eet the de",a~,d fo r Colour ed housi:-lg, both i n :::rahamstown and urban South 

Africa in gene ral, supply has overwhelmingly been concent r ated on 
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individual houses rather than flats. Moreover, when the cost of living in 

a house and in a flat is compared, i t emerges that it is usually cneaper for 

a Coloured family to live in a house than a flat, with the except i on of 

those ·,..tho have purchased thei r own home. This state o f affairs is evident 

from Table 8 below : 

Table g: Average monthly payment! rent Ca) in urban areas, 1970 

Accomodation Vlhi tes Coloureds 

Purchased :'10use 6",10 26,38 

i\ented house: unfurnished 35,45 8,~2 

?ented house: furnished 64 ,03 :1,03 

rtented flat: unfurnished 56 ,68 15 ,51 

Rented flat: furnished 60,48 17, 1, 6 

Although fully comparable figures for Grahamstown are not available from 

published sources , 'Nhite housing expenses on average t tended to be some 24 

per cent l o'.er there in 1970 than at the national level. In the case of 

Grahamstown's Coloured people, the average monthly instalment of repayment 

on a purchased house amounted to R56 ,03 1n 1970, and the monthly cost of an 

unfurnished rented house to R 5,84; the local figures were t hus, 

respectively, some l3 and 31 per cent lower than the corresponding national 

figures . C As indicated above, there were only two flats available for 

Coloured occupancy in Grahamstown in 1970, one of" which was occupied free of 

charge) . 'l'Iith reference to the gene ral situation in South Africa's urban 

areas, it ~."as thus 3.ppreciably cheaper for Coloured families to re:lt 3. house 

rat!1er :na!'i a flat. 

Judged by the available stati3tics for 1970, housing could 
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not De considered comparatively cheap in the case of Grahamstown's Coloured 

p09ulation . Although , in the two examples cited above , local housing costs 

~ere admittedly 13 and 31 per cent below the corresponding national figures, 

median Colour ed family income in Gr ahamstown amo~~ted to R 368 in 1970 

(with 10,4 pe r cent of the familie s ear ning no income), as aga i r.st R 589 for 

the country as a whole ( with 3 ,9 .of the families earning r. o ir.come). 

urahamstown's f3.mily income '.as thus some 3B per cent less than the figure 

for Sout h Africa as a wholej the discrepancy would, of course, have been 

si3nificantly gr eater if a comparable national f igure had been available for 

uroa!'! areas only . 

The housi ng statistics for Grahamstown have obviously 

cha~ged during the pas t ten years ( 1970- 80) . Accordi~g to the local 

M~"icipality , the stock of houses available to the Colo\lr ed community at the 

beginning of 1981 ccnsisted of 620 units of which 160 (25 ,8 per cent) 

were privately owned and the rest r ented , 144 ( 23 ,2 per cent) at economic 

and 316 ( 51,0 per cent) at sub- economic rates . ( As stated on page 46 

above , families with a monthly income up to R 150 qualify for a sub - economic 

house) . Evidently no flats have been built for Coloured persons, nor do any 

seem to be planned for the future . However, Grahamstown H~~icipality does have 

plans to build 110 sub - economic and 32 economic houses in the near future. 

~ith regard to both the existing stock and er.visaged additiorr to it, the supply 

of houses to Grahamstown's Coloured population is thus dominated by ~etached, 

individual dwelling units. the full cost or most of which cannot be recovered 

from their tenants and must therefore be subsidised. 

The inao~lity of Grahamstown ' s Coloured population to meet t he 

fulL ~ ost of such 11 cO!lventional" housing nas a long history. Hav i ng 

investigated this issue in 1958 , Irving wrote that" The weight; of evidence 
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points to the fact that the major part of th~ (Coloured) householde rs 

ca~not bear the incide~ce of full economic rent ... It is r ecommended that 

a:1 applicatio:1 be forwarded to the National Housing Com:ni ssi on for a review 

of the situation with a view t o such adjustments as will lead to the 

reduc tio!1 of existing r p.nt by subsid.isation . " 10 Irving also pointed out 

tCie deep- rooted nature of the problem of poverty in Grahamstown and added : 

II 2ent subsidisation can:1 ot cure the problem. that is obvi ous. all that it can 

-]0 is t o Al:eviate poverty . . . That i s all rent subsidisation can do anywhere . 

~e nt remiss ion ca:1not solve t he ultimate problem and rent subsidisation 

11 cannot, alone , put any communit y which is disorganised back upon its feeL" 

Net out- :::igration of Coloured persons from Grahamstown has 

evidently neither relieved unemployment nor the pr oblem of i nsufficient 

housing supply; a r ecent estimate put the Coloured housing "backlog " in 

Grahamstown at about 400 houses. 12 The expectation formed on the basis of 

the "Classical" theory of interregional mig r ation ( see pages 36- 37 above), 

ths.t a r"gion that loses people is at least likely t o exper ience no housing 

shortage, i s therefore not verified in the case of Grahamstown's Coloured 

population. The problems of unemployment and housing are even far more acute 

in the case of the loca~ 31ack population , for whom a housing shorta"e of 

s ome 3500- 3700 un i ts was recently est imated , 13 but it did also appear 

(above ) that there has been a net i n- migrat ion of Black persons into 

::;rahams town on a large sca:!.e .. In the case of Co loured out- migr3.!'!.t q , it was 

poi n~ed out that Grahamstown has evidently been losing some of the most 

e~ployable ~e~ber~ of it s pote~t ial labour fqrce i although human nunbers 

are th'IS held in check, those who do re~a in are therefore like l y to have a 

limit~d e conom ic pote~t ial .. Howe ver, at the sa~e time , there appeared to have 

been SOr.1e recent il.!pro·Je~ent in the earnings of local Colour8d '"orkers, 
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at !e~st in re ~ative terms vis-i- vis the rest o f South Afr i ca . ( I n the sarne 

context, the income position of local Blacks again seems to have deterior3ted) . 

~hile the magnitude of its economic proble~s is depe nde nt on the position of 

~rahahistown ' s Black population , the position of the local Coloured community 

presents ce r tain se e~ingl y stubborn and eve n puzzli~g features. If 

·~~e~ployrne~t and housi~g shortage have not been resolved i ~ the case of the 

r~cat ivel J small Coloured com~unit y, which has been liable to net out­

~i5ration fo r decades, then the employment 3nd housing proble~s caused by a 

~et in f~ux of Black persons , who represent by far the largest section of 

vrah3~stoW;.ts population , presage a serious situation indeed . 
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CHAPTER V 

COLOURED HOUSING AND ECONOMIC EFFICIENCY IN SOUTH AFRICA 

The South African economy is of a "mixed" capitalist 

var i ety, where ~ost activitie s are market-related, yet state partic i pat i on i s 

also widespread. Since the Second World War and up to t he late 1970s, public 

sector expenditure tended to increase more rapidly than the total resources 

available to the economy;l yet present policy is t o limit state activity and 

to encourage the private sector. Thus, for example, the Minister of Finance 

stated in a recent interview (June 1980) "that the Gove r nment was committed to 

a free enterprise economy and wanted to strengthen the private sector." 2 

I t did emerge from Chapter I that the South African economy 

has remained liable to business cycle fluctuations, with distinct i ve building 

(and housing) upswings and downswings , which appear mainly positively correlated 

,.ith the gene ral business cycle. However, by far the greater proportion of new 

urban houses for Non-White people (over 90 per cent in the case of the 

Coloureds) has be en supplied by the state, and this component of the market does 

~ot seem to have followed either a pro- or a counter- cyclical pattern. The 

chief explanation of this is the fact that the incomes of most Non- White urban 

dwellers, of whom the Coloureds were selected for some special attention in the 

present study, are still too low to make them independent of state - assisted 

housing, g iven the absolutely a~d the comparatively high cost of this item. At 

their i~come levels, housing is therefore mostly viewed as a merit , rather 

than a private, want. Fundamentally, state assistance assumes two basic forms: 

( i) "economic" housing where the home buyers (or tenants) cover t he full cost 
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. b the '.he state, represented by the Department of the house over t1me, U w er 

t break even rather than to make a profit; and of Community Development, aims 0 

(ii) "sub-economic" housing where the tenants ( or the occasional home buyers) 

a re subsidised at the cost of the taxpayers. 

The supply of state-assisted housing is not only deter~ined by 

economic, but also by social, political and other considerations . It emerged from 

Chapter II that, under South African circumstances, the home buyers (or tenants) 

conce rned may '.ell have to forfeit free choice and optimality in the loeational 

siting of the ir place of r e sidence. Given its heterogeneous and imperfect nature, 

the housing market as such hardly ever allows for completely free choice of 

location anyhow, but in the case of South African urban Non-White residents , in 

particular , free dom of residential choice is virtually ruled out altogether by 

the operation of the Group Areas Act . Although a source of irritaion to many of 

those affected , this may in strict economic te rms represent no more than yet 

another constraint to most exisiting and prospective home owners ( and tenants) 

in the state-assisted market, in the sense of the cliche' that "beggars cannot be 

choosers". However, as noted in Chapter III, this principle does not apply to 

the economics of the top stratum of income earners among the Coloured 

population, perhaps 10 per cent of all urban Coloured families. As they do not 

requ ire state assistance for the purchase of their homes, the a ppl i cation of the 

Group Areas Act to this more affluent group of people represents a real loss of 

welfare, in that they are compelled to live in a place not of their own choosing, 

while alternative, preferred housing would indeed be financially accessible to 

them. In analytical terms, this implie s that the houses '.hich they do in fact 

inhabit, may well be sub-optimal because they yield a smaller number of services 

than what 'dould have been available to them without the Group Areas Act. For 
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example, while such families do derive day to day shelter from their homes, 

even in a degree of physical comfort, they often forgo such housing services 

as financial security, capital formation and accessibility to work and other 

amenities , as well as more subjective benefits like social status, personal 

security and self-fulfilment. 3 This point is illustrated in Figur~ 10 below. 

Figure 10: Housing and Welfare 

y 

~---13 

B 
O'~----~H----~~G--------~~-----X 

Assume that Figure 10, an indifference diagram, refers to the group of more 

affluent Coloured income earners in urban areas, where x represents houses which 

are not in a proclaimed Group Area and y represents houses that are. (Alternatively, 

Figure 10 may be taken to represent two respective flows of housing services from the 

viewpoint of a single household). AB is the opportunity line of the home buyers 

conce rned, determined by their income and by house prices in the two 

respective areas. Unconstrained equilibrium would be at point E, where the 

consumers purchase OG of x and OM of y. Assume now that, by government 

regulation, only OH units may be purchased by a certain population group (e .g. 

the Coloureds); the previously unconstrained equilibrium at E is now replaced 

by a constrained equilibrium at F. Consequently the quantity of both x and y 
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purchased, Oil and ON respectively, now appears to be sub-optimal; there is 

too li ttle of x and too ~uch of y, with the result that the home owners' level 

of welfare falls fro~ 13 to 12 ' Should the constraint oe an absolute one, in 

the sense that no houses at all may be purchased in "uncontrolled" areas (x) , 

then the constrained equilibrium shifts to A, where the buyers are on an even 

lower level of welfare, 11 , Finally, should consumer preferences change in 

favour of x (which is very probable with rising socia-economic status), then the 

indifference curves would become steeper (~y /~x rises) and the home owners 

would be in an even less optimal pos i tion. 

The loss of welfare discussed above does hot represent merely a 

marginal problem simply because the number of people affected may be deemed 

relatively small. The capitalist-type economy relies heavily on its 

entrepeneurial element , in particular, and on a system of incentives, rather 

than compulsion and regula t ion, in general. In this respect, the Group Areas 

Act thus represents a bar to economic development in South Africa; by driving a 

wedge between economic performance and the enjoyment of its benefits , it serves 

to weaken the incentives to work effort and productivity, by reducing the 

attraction. of such a major item of consumer satisfaction as private housing. 

Discussing the notion of "equality of opportunity" in a capitalist society, 

Friedman observed the following: "No arbitrary obstacles should prevent people 

from achieving those positions for which their talents fit them and which their 

values lead them to seek. Not birth, nationality, color, re ligion , sex, :lor any 

other irrelevant characteristic should determine the opportunities that are open 

to a person- only his abil ities. " 4 The working of t he Group Areas Act in the 

(private) Coloured housing market thus represents an incongruity in the context 

of South Africa ' s official commitment to the free enterprise economy, Such 
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imperfections at the top of the housing market may well amount to a continuous 

obstacle to the absorption of Non-'ilhite people into the mainstream of the modern 

sector of the country's economy. It would therefore seem worthwhile to re-

examine the operation of the Group Areas Act from an economic viewpoint , ratherthan 

on political grounds . 

At the bottom of the market, housing is subsidised and therefore 

treated as a merit, rather than a private, want. It may, however, be argued that 

the present policy of the Department of Community Development does, in this 

respect, resu l t in sone direct misallocation of resources . Again looking at 

South Africa's Coloured population , it was noted that a continuous process of 

urbanisation tends to give rise to hous ing shortages and overcrowding in the 

migrants' places of destination, largely the country's main metropolitan centres. 

Yet, at the same time, there does not seem to have been significant relief 

on the limited supply of houses in the places from which the 'migrants have 

departed. The exanple of Grahamstown, considered in Chapter IV, may represent 

an "ext reme case" , but housing problems appear endemic in many other small 

towns too. It would seem that subsidised low cost housing has not brought about 

equilibrium (such as the case suggested in Figure 5 (c) on page 1..7 abov,e), but 

has rather created an excess demand '.hich cannot be Clet unde r exisiting policies . 

This issue is far from simple, for at this level of the housing market there i s a 

distinct d i fference between the "need" a nd the "e ffective demand" for (low cost, 

subsidised) houses . It was argued (on pages 49- 50 above) that the princ i ple of 

subsidisation itself need not g ive rise to economic inefficiency, in the sense 

of reducing potential social welfare. It is rather the present implementation of 

the policy of sul:sidised housing '.hich seer.IS quest ionable on the grounds of 

optimal resource allocation. 

On purely empirical observation, it did appear that some of the 
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official sub-ec onomic housing schemes fo r Coloured people are deteriorating 

i~to slu~s (pages 70- 71 above), thus precipitating the very situation that the 

Department of Community Development wishes to avoid by re jecting alternative 

forms of low cost housing of a self-help kind, including organised squatting. 

Moreover , in spite of a serious shortage of suitable building sites ( a probl em 

aggravated by the application of the Group Areas Act Coloureds in the higher 

income brackets) ,5 little attention seems to have been given to various forms 

of high density housing; even the number of Coloured families living in flats 

is minimal by comparable standards . The Department of Community Development 

has therefore been criticised for its policy of "ove remphasiz ing the physical 

qualities of the (sub-e conomic) house ." 6 It is questionable whether it will 

be possible for South Africa to retain the detached , one-family house as the 

urban dwelling unit norm, given the potential for future urbanisation that still 

exists in the case of Coloured and Black people . As ide from the problems of 

poverty and inability to pay even a subsidised rent under present housing 

standards, Webb has pointed out that " 'lie wilL •• have to learn to adjust t o 

urbanization and the consequent increase in housing density • •• "; yet, "The 

applicati on of high density housing philosophy is still in its infancy in South 

A fric9. . " 7 

Many of the local ~isgivings about high density housing seem to be 

related to the problem of maintaining law and order under such d
.. 8 con J.t~ons. 

This observation raises the wider issue of the general social and economic 

environment within which any housing policy is pursued, and on which its success 

fundamentally depends . It has been argued in this study that economic performance 

and development should in pr inciple precede, or at the very least coincide with, 

the supply of high- quality modern housing units . This is a widely supported 

viewpoint; writing on "Housing problems i:1 develop ing countrie s," Pjanic, for 
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example, states the following: "Dwelling conditions are one of the basic 

elements of social development . That is why through the concept of social 

development and the concept of balancing the economic and social development 

a principled concept ~as been given about the place of the housing economy 

and dwelling conditions in th~ socia-economic system. The definition of social 

development and of factors of its promotion is the starting point and to a 

certain extent also the theoretical basis, for the formulation of a 

principled attitude about housing policy." 9 

The Department of Community Development '.ould seem to be making a 

serious factual error in regarding South Afr ica as " a prosperous country" 10 

in the international setting. Lven a cursory examination of a document like the 

',;orld Bank 's ""orld Development Report" shows that South Africa's international 

socio-economic position is very much that of a middle-income country, in 

respect of per capita income, adult literacy, life expectancy,etc. The plain 

fact of the matter seems to be that South Africa's present resources do not yet 

permit every family, irrespective of its income, to live in an individual 

house of the standard acceptable to the Department of Community Development. It 

is rather necessary to "cut one' 5 coat according to one's cloth," which in the 

present case means that the potentialities of self-help and other high density 

housing should be seriously investigated in the case of urban low income 

families. The body principally responsible for the policy in connection with 

state-assisted housing in South Afr i ca is the National Housing Commission, '''hich 

includes experts in the fields of quantity surveying, medical and public health 

11 
~atter6, sociology, law, local governme~t, etc., but nobody i~ economics. 

In spite of the evident econo~ic problems at the top and the bottom tiers of the 

urban housing market in South Africa, which are poignantly stressed by the 

present position of the Coloured population , it should be noted that the 
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position of middle income families closely conforms to the principle of 

optimal resource allocation ( see pages 47- 48 above). In this respect, the 

application of an ecor.omic norm, whether deliberate or not, indeed seems to 

h .. d . 1 1 12 ave glven rlse to goo practlca resu ts. 
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TABLE 1; VALUE OF RESIDENTIAL BUILDING PLANS PASSED AND BUILDINGS COMPLETED. 

1960 - 1980 (Quarterly averages based on monthly statistics) INDEX 1970 = 100 

Year and Building Plans Buildings Year and Building Plans Buildings 
Quarter Passed Completed Quarter Passed Completed 

1960 I 29.1 35. 1 1967 I 52.7 56.7 

II 28.0 38.3 II 60.9 65.9 

III 26.8 39.2 III 58 .6 72.0 

IV 26.1 39.0 IV 66.2 77.7 

1961 I 22.5 39.9 1968 I 55.5 82.6 

II 20.3 37.8 II 65.4 77.0 

III 16.4 36.0 III 73.6 67.4 

IV 15.2 29. 4 IV 111.5 72.5 

1962 I 15.6 23 .5 1969 I 79.8 74.0 

II 18.1 23.9 II 77.7 81.1 

III 22.3 24.5 TIl 82.3 82.0 

IV 25.5 28.4 IV 90.2 76.9 

1963 I 27.0 31.1 1970 I 96.8 86.4 

II 30.0 32.9 II 97.9 92.4 

III 35.6 33.3 III 105.3 106.0 

IV 39.4 32.6 IV 99.2 113.3 

1964 I 42.0 36.5 1971 I 104.8 115.2 

II 45.5 46.2 II 106.1 120.3 

III 53.6 45.9 III 96.8 123.7 

IV 50.2 47.0 IV 94.9 129.1 

1965 I 65.2 54.0 1972 I 103 .7 116.8 

II 55.1 59.7 II 104.4 126.4 

III 42.9 60.8 III 113.7 126.9 

IV 40.5 65.5 IV 122.0 122.5 

1966 I 38.6 60.1 1973 I 137.8 149.8 

II 39,2 52,6 II 151.8 149.5 

III 50.6 60.4 III 162,6 151.1 

IV 49.3 65,3 IV 155.9 160,0 
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TABLE 1 (cont i~ ',ec!) 

Year and Building Plans Buildings 
,(uarter Passed Completed 

1974 I 168,6 177,4 

II 157,1 181,0 

III 139,1 204,3 

IV 118,4 201,5 

1975 I 108,4 176,7 

II 143,3 197,3 

III 149,8 178,8 

IV 169,7 187,7 

1976 I 182,1 191,4 

II 153,1 191,3 

III 144,4 203,2 

IV 134,1 202,5 

1977 I 141,4 211,4 

II 102,0 185,9 

III 102,8 180,0 

IV 103,0 165,3 

1978 I 110,6 168,3 

II 112,7 168,7 

III 117,3 161,1 

IV 129,6 179,5 

1979 I 141,9 159,9 

II 155,6 171,4 

III 177,2 175,7 

IV 215,3 187,2 

1980 I 249,5 215,7 

II 321,4 242,3 

III 367,0 259,2 

(Source: S.A. Reserve Bank ~uarterll Bulletins). 
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TABLE 2: HOUSING UNITS PROVIDED OUT OF STATE FUNDS, 1 April 1964 - 31 December 

1978. 

Year Whites Coloureds Asians Blacks + Total Cost(R) 

1964/65 2 664 5 967 5 019 17 756 31 406 31 783 250 

1965/66 4 775 6 177 2 205 16 375 29 535 44 490 299 

1966/67 7 336 7 321 3 885 10 498 29 040 59 057 818 

1967/68 4 702 6 753 4 540 14 479 30 481 55 758 300 

1968/69 4 016 7 935 3 350 14 955 30 256 58 332 197 

1969/70 4 042 12 530 2 191 12 212 30 975 62695 007 

1970/71 4 975 8 708 3 473 8 582 25 738 83 100 693 

1971/72 5 662 17 099 1 892 6 717 31 370 75 926 881 

1972/73 6 203 9 277 3 358 5272 24 110 96 526 874 

1973/74 4 442 10 550 3 640 7 573 26 205 91 509 912 

1974/75 3 881 10 311 1 345 8 111 23 648 112 875 816 

1975/76 5 657 12 430 1 558 7 835 27 480 162 861 320 

1976/77 4 818 16 992 2 800 6 106 30 716 149 871 546 

1977/78 3 158 8 421 2 278 3 392 17 249 176 766 878 

(1978 - 2 141 20 470 3 261 8 795 34 667 217 581 000 
(1 Apr -
<31 Dec. 

TOTAL 68 472 160 941 44 795 148 658 422 866 1479 137 791 

+Blacks in White urban areas only. 

(Source: Department of Community Development, Pretoria.) 
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TABLE 3: AVERAGE PER CAPITA EARNINGS IN MANUFACTURING I 

1964-79 (RAND) 

YEAR WHITE COLCURED ASIAN BLACK 

1964 2 300,7 643,0 675,1 345,2 

1965 2 446,2 680,6 692,8 375,3 

1966 2 696,6 707,3 744,7 392,6 

1967 2 860,0 741,0 781,9 421,8 

1968 3079,0 769,9 816,2 455,7 

1969 3270,1 790,2 841.7 484,5 

1970 3 594.5 851,0 894,7 533,3 

1971 4 012,3 953,2 1 035,3 532,2 

1972 4 289,2 1 060,6 1 145,7 571,3 

1973 4 688.3 1 226,0 1 299,6 577,1 

1974 5 370,8 1 394,8 1 51 4,8 618,8 

1975 6 125,4 1 605,8 1 838,2 667,5 

1976 6 856,8 1 850,7 2 205,1 725,1 

1977 7 504.9 2 051,1 2 444,0 857,1 

1978 8 377,6 2 292,1 2 661,0 1 046,1 

1979 9 664,7 2601,4 2 982,7 1 276,0 

(Source: Department of Statistics: Sulletin of Statistics). 

TOTAL 

974,4 

1 047,7 

1 116,4 

1 171,8 

1 245,3 

1 289,1 

1 382,3 

1 513,7 

1 626,1 

1 805,8 

2 074,1 

2 410,0 

2 771,2 

3 088,6 

3 511,1 

4 024,7 
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