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INTRODUCTION

| left SouthAfrica to startgraduate schoah September 2009, hot on the heels of the subprime
crash in US and European housing marlaats the bank bailout in the US. There, we were
barraged by analysef the crisis in every fornftom the popular to the radicalentral to many
of these analysesas the role of housing the global financial crisis. Scholars aantivists
interrogatedhe new wayshousing financevas circulatingn capital marketsparticularly
throughsecuritizationThey offered dtailed explaations of howracialized predatory and
sulprime lendig enabled the amassingrbrtgages or secur i ti mlemi on. The
sanctioning and lubricating these processas revealedGeographical political economy
coming out of my discipline Geograplmas at the forefront of this critical scholarship, calling
for the rescue of housing economics from orthodmnemics in the wake of the quiime

crash.

Back home in South Africa, the speculative golden days of residential real estate had also peaked
in 2009 after seven fat years of a massive increase in household credit supply. Household debt
levels rosewith interestrates The housing price bubble burst,
ended OO0 Ne i ljuktbeto@ th& global financial crisis, followed by the fastest decline in

housing prices in 25 yeagdnderson 2011)

But it was in amongst this wreckage that one small bright star caught my attentioncétiedo

6aff or ¢amlge nita defingiandinstable) a f f ohousiag | whesa defined by

the value of the property concerned (during my fieldwiinkiascategorized, flexibly, as

housing priced at below3®0,000600,000.* Or it was defined by the income of the households

who could purchase such properties, roughé/57% of South Africd Bouseholds earning

R10,000 to R16,000 a month, or in some broader categorizations, the 30% earning between

R3,500 and R16,000T hef 6 m @l a b | was aiso ddfired by what it wast: the
6traditional 6 housing mar ket on the one hand,
supply for the affluent was readily available, and the governswdmtidized lowincome

housing market on thatheri where the postapartheid state has a constitutional mandate to

1 USD$73,000 or less in 2011; lessthan 60,0 at 20136s exchange rate.
The formula used by housing finance experts for fi
debt o, is when a 20 year mortgage approxi mates 25%
current interest raté&or example, in 2012, a household earning R15,000/month at an interest rate of 11%
could dford a R500,000 houggnterview with Rust, 2012)

1



realizet he housing rights of the 60% of South Afri
private marketSpatially, 6 af f or dabl ed property was that whi
described as fAexist[ing] below the main road a
suburbs outside the es Haewas ascbneegt cutisgeoassSouth( Lee 20
Africadsi hiideorofc 6subur bod tand &ndwhlElha plo, h @wh

Pentup demand inthé a f f omadkeblwds estimated to Enywherebetween 600,000 and 1

million housingunits, yet apparently only 285,000 units were being built per year

countrywide. The projected demand in the Gautétygregionalone(the hub ofJohannesburg

and Petoria) was sitting at 400,000its.And so, ontrary to thedeflatingbt r adi t i onal 6 ho
market,G@affordabléhousing prices continued to risselling quickly predominantly to younger

black South Africas. Thi s was the subject of the O6affordab
mi ddl e class6 bl ack b uwgldtleelse i telebrate, liheaglthey hen t her
6affordabl ec enhaerbkreattde do efionrg enabl i ng new trends
Adracializing the pr opne0ld,yhe pnapertk recdia anfoGneed that | e 2 0
thanks to théaffordable marked first-time black buyer mortgage approval rates had overtaken

first-time white buyer mortgage approval rates for the first {inielanga 2014). Since 2011,

mortgaged sales df a f f o prdpartly, brieatbetween R300,000 and R600Q, increased

faster than other segments of the housing mdkkahlaka 2016). These dynamics were

changing he 6f aced of O§-ddsdhaghbdradodeestburbsrasithegaralcdllede

in South African citiegiafrica.com2013)

New actors were assembling arouméh at by 2013 was being e€alled S
kept i nves (Seer20l3akedd waatéddo know more. An increased supply of new

6af for dabl edtcuadyvisbie m Gautersywheredeveloperhopedto reap healthy

returnsf r om t he hi gh de méHedey 2043)Banks stbwlbircreased gheirk e t 6
6affordabl ed mortgage exposure through these n

di vi si ons; cel ebrated, as one banker put it a

2To c | ar i fiySouthAdrivatrafer gersedilto neighbourhoods of any type, not necessarily: low

densiy areas on the edge of the city, autonomously governed as in the US. In more popular discourse,

Osuburbs6 in South Africa connot ®mrmalhoosingand esi dent i al

serviced historicd | y whi t e r esi d e ndisduraive arsl pnateri@g opposite i that ofthet r b 6 s

downshipi underserviced space on the edge of the city reserved for black labour and its containment

under segregation and apartheid. After city unification in the late 1990s, neither suburbs nor townships

refer to fiscally or politically autonomous municipalitiesll of these are now under the jurisdiction of the

uni-city andasingetaxbase and all are c.ategorized as O6suburbsd
2



2013) and a credit to financial inclusigNdzamela 2013, 19Yransnational private equity
groupschanneledew flows of finance into (andouta) o hannesbur @o6bobaif hor da
producing sbstantial new built environments to do so. The state showed its support through new
subsidies and land provisioniyt t he same, activistsl eadcocused ¢t}
housingprogramsand an absence of a real affordable housing p@lajavu 2012; Sosibo

2011) As a studenat a local universityasked poignantly after my luniime presentation:

AWhat is affordable about this affordabl e marKk
seminar, February 2014).

I nternationally, the o6affordable market dsd app
property crises in the gbal north but securely on the right urban policy track. In 2014, global

ri sk consultants McKinsey released a report ca
affordabl e h dWostezeheyal 20h4ahdThe Becgrmnisdeclared that
6aff oor cheobmleeu hd be t he next {R01&)dnmisimikadyi st achi ev
devel opmental vein, the | eading prihousinge equi ty
mar kleetcd ared the oO0affordabled Athe kind of inf]

s o c i (leteryational Housing Solutions, 2011).

Purpose of the research and organizing concepts

Infrastructures like these cannot be taken for granteedy attract rany agents, produce

politics, and offer productive sites for understanding the city in materaily politically

attuned ways (GrahaemdMar vi n 2001) . My dissertation worKks
(Sheppard 201%)utalsogendao gi cal |y about the emstruciuence of
intheeraofthesybr i me crisis. AThinking geographically
6affordabl ed property and debt infradttmucture
sociospatial relation to processes at other scales, in other places and sectors, with what uneven

and recursivsocios pati al effects in Johannesburgds hous
Thinking geneal ogi cal | y 6&Gmergence vatisin bistoryoh at i ng t he
South Africads colganizalionahgandeinanta araumndaroperdy fircince,

home ownership and debt burdérsrrangements saturated with racial inequality, racialized risk

and racialized senses of plapeduced as they were through racialized dispossession,

segregatiorand racial capitalism, and the work to undo those.



But a few more words on the organizing concept
di ssertationds t ituduedandBopnsttutidd arramgenmeetsaohactordi o s e s
instruments and flows that unevenly channel money, land, houses, building materials,
mortgages, <credit scores, etc. in material and
60 hous i ng better get ah thepsecialtretations of ownership, rather than focusing on the

thingi the house itself. Property also reminds us of the land element embedded, but masked, in
Ohousmogtt specifically in the foopopaty 6l anded
confronts us with the social relations of borrowing and owing that underpin property and

housing in contexts where land and housing are commodifiedwbhare always working

togethersocial relations of ownership and of borrowing.

As fobrasimucturebod, I draw that organizing conc
was mobilized discursively by a key 6affordabl
about in the housing product i o mctignfirmcaadscdy. Johan

pl anners refer to the house as the O6top struct
makes it a servicetlyablep| ace is O6infrastructured. This di e
6infrastructur e 6 mamyaqaantstemodure d naterialahing, awapmrkodity y

and a home.

6l nfrastructured6 places edidf,f @dregivmené mavds se mb i
6 a p p airoeganizingéconcepts that are also interested in the uneven arrangements of a variety

of actors and the work these arrangements produce. | name two such demands. Infrastructure
confronts us with the grounded matertathnical and discursive underneaths that are
constitutive and constituted in relation to su
O6marketsd. This confrontation is what i nfor ms
That scholarship lggns analysis of the social or the urban from the pipes, cables, roads, servers

and sewers that define O6modernd urban | ife but
at the same moment constitute new sites of gathering and p(itizsam andvarvin 2001;

Anand 2011Harvey and Knox 2012; Wafer 201380 although this dissertation does not start

from pipes and cables, it tries to pay attention to the grounded and mediating materialities and

technical instruments that are often less vidiitalways political.

Further mor e, the 6structured6 in o6infrastructur

A

structureso6 that | miss in a concept |i ke asse
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deterministic posdialpiplairtaiteisét hdmfdrnsgirmed uore i
and obdurate, but also open to rupture, deconstruction and available for reconstruction. In this
way, | hope infrastructure can allow for holding together obduracy and rupture, structure and

agency.

Research questions

My dissertation asks

a) How do we situate the 6éaffordable housing 1
debt infrastructure more broadly?

b) Why has the 6édaffordable housing marketd col
discourse and practice when it has and in the form it has? In relation to what processes
and conjunctural events at other scales or elsewhere?

c) How i s t hi s 6 ahddebtinfrastructaré constitubeg, chrougly what
arrangements of actors, capital flows, expertise, political grievances, instruments, policy
and land? With what uneven relations between them?

d How is the o6affordabl ed -workiogghe prodyctoaofd debt i
space in the postpartheid city, in what kinds of new and old ways? How is-it re
working the relations of racial capitalism in new and old ways?

e) What might Johannesburgbs 6éaffordabid ebd pr o]
the relationship between capital and state; race, risk and place in the era of the

subprime?

Conceptual frames

In thinking through the question of why the 0a
South African political economy in the way &y at the moment it hdsconsider here the

limited explanations offered by mainstream economics and by a developmentalist reading. | then
introduce the broader theory that frames the rest of the dissertation: geographical political

economy, postcolonigheory and marketization studies, with referenc@ ®out h Af r i can
studies6. These frames shape the chapters that

will be taken up in greater detail, and in relation to others.



An orthodox economicsargumeé woul d read the 6affordabl e hou

product of a now free housing market,dtdor-blind forces of supply and demand distributing

housing and its finance with feweracialbmar ket di s
capitalism. Bit as economic geographer Peck argligs,m] ar ket s €é are just to
|l eave to t (Peck2t2a,n122miMotred of ten than not, econol

much describe the world around us as act to cre@@alton 1998) Furthermore, this supply
demand argument is evacuated of politics, history, spatiality and materiality.

Morepopuar i n a 6devel opingd context would be the
6affordabl e housing marketd represents the suc
in making 6émarkets work for the pbythe6. A case,
majority of Southern residents being unlocked in the ways Peruvian economist Hernando de
Soto(2000)hoped fo{Gunter and Scheepers 2021y South Africa, housing is ah read

through a range of developmental lemgrom mainstream policy analyses to institutionalist

analyses to socieconomic rights approaches and critical development studies. This hassing

devel opment makes sense ghlvee nditnmneants if@itmedosfi npgo vies
and Gugler 1982, 81)n South Africa the majority of the populatiome 60%, live in poorly
serviced,6 @irn fi drl reEparhingdoolowsta accgss better lging in the

private market, eligible instead fbousing assistance from the postapartheid state. Different to

many posistructural adjustment and pesgelfare states, thgostapartheidtate has a

constitutional manate and variouprogramsand policies through which tealizeSouth

Africansd rights to access decent housing, rig
di spossessing ways despite the production of a
(Huchzermeyer 2003; Charlton and Kihato 2006; Lemanski 2011; Bradlow, Bolnick, and

Shearing 2011)Subsequently, housing constitutes an active site of social movement

mobilization, litigation and other dlas-making practices by the urban poor, practices that have

been richly documentg@®ldfield 2000;Pithouse 2006; Oldfield and Stokke 2007)

But this archive of lowincome housing policyprogramsaand pol i ti cs doesndt he
about the o6affordable housing marketd. As a mo
mandate, they are seldom objects of devel opmen

property market: a sit@hich remains blackoxed in postapartheid South African social

* For critical analyses of this, s@®yston 2006; Lemanski 2011



scientific housing studittinginUSAD resephlabgis t o &6t ec h
sucht he 6housing problemé and its politics can |
pdlitical economies of housing and land markets, and their multivalent spatialities and

connections to elsewhere

Heterodox approaches to markets

Het erodox approaches t(Beki2@l2at 122ark helpfuléopesingi ng mar
up such &ébl ack boxesd empirically. As economic
attention to {(PéeanR042b,ilé6hesenapprdachdare dave developed in

heterodox economics, economic anthropology, institutional sociology and the sociology of

networks, and scieneandtechnologyi nspi red O6performativity of ec
studiegBerndt and Boeckler 2009 eterodox approaches to markets share an interest in how

markets, and their dynamics of supply and demand, get produced, legitimated, and aaied on
Aperformedd to use t he |(atnagluéakgkea no fa nirdarou@dlzelt!i ozna t 2
what kinds of practices and instruments, or fi n
studyd institutions as opposed &mencementsr assemblagesf humannon-human actants;

their ontology ofagenéyst r uct ur ed or emergent; and whether
relationship to the dynamics of capitalist accumulation. My dissertation draws on these

catholically as other economic geaghers have done, paying attentionhi® institutional and

materialin ways that | hope can enrich geographical political econ@agobs and Smith 2008;

Hall 2011; Feck 2013a; 2013b; Muellerleile 2013; Christophers 2R Particularly, my work

pushes for a greater engagement with race and racialized formationsttiamiagn much of

this marketization scholarship.

Old and new geographical political economy of housing

With these heterodox tools, my dissertation wo
combination with geographical political economy. Although housing has received uneven

attention from geographical political economy, and structuralist apipesehave become less

fashionable in South African studies since the 1990s, | propose a (re)turn in this dissertation to

two threads within geographical political econoimiye recent work on mortgage markets and

older work on the secondary circuit of cai



The first generation of Marxian urban geographers and sociologists were particularly interested
in the role of housing and homeownership in sustaining and growing Amgéwican capitalism
and as a site of class strugfftarvey 1985; Walker 1981; Agnew 1982k a site of investment
within the built environmerit part of the secondary circuit of capitahousing production

offered a spatidemporal fix to crises of overaccumatibn in other spherdgiarvey 1978;

2006) Overall, housing produein and its finance was increasingly entangled with the stability
of the structure of capitalism as a wh{btone 1975)With the deregulations of the 1980s and
new financial technologies, Anglmerican housing and mortgage markets becam
increasingly entangled with other places and other markets, namely the financial and capital
markets with crisigprone resultgBall 1994and the rest of the special issugeofvironment and
Planning A1994).

In the buildup to the 2007/8 subprime crash, we see geographical political economy scholars
increasingly returning to housing, but more its finance than its prody®tigly 2002; Gotham

2006) After the crash, geographical political economy turned to these questionasse

(Aalbers 2009Harvey 2010)This burgeoning scholarship demonstrated how through the

sanctioning de/reegulations othe neoliberal state, Northern housing and mortgage markets

offered new possibilities for accumulation through financializing technologies and practices like
creditscoring, riskbased pricing and mortgage securitizatibinese financial instruments made
domestic housing and mortgage mar kets increasi
6international 6 capi t aévasmatngukys($asseni2008; Getham pr of i t
2009;Ashton 2011 Aalbers 2012; Rolnik 2013y ast securitized mortgage poslsrefed

throughew ficartographieso of pgreedinedothy st emdicad | yt
lined lower incomeneighborhoodsand particularly minority borrowers, on subprime terms

(Wyly et al. 2009; Dymski, Hernandez, and Mohanty 20$8psequent waves of homeowner

default that disproportionately devastated racial minority householdseggitborhoodsvas the

result(Wyly et al. 2012; Chakravartty and Da Sik@12)

And while after the crash, subprime mortgage lending was largely replacedfaglitthed
redlining(Aalbers 2012, 16pr rentalsecuritizationFields 2015) new frontiers of mortgage
capital have been sought in the undercapitalized residpntipértymarkets of the global south
(Sassen 2008However, littlegeographical political economy scholarship has followed this

trajectpriymef hadasab (Soedegrherg 2015psonuetexceéptions include



Soederber@2015)and Monkkoner{2012) in Mexico; FernandesndNovy (2010) Klink and
Denaldi(2014)and Sanfelici and Halbef2015)in Brazil.

My dissertation pswttihdi, p atee pAficaedodsinoeeenf macv e t d at
garner a mentiomi S a s(20@8)cdrtegraphy of the expanding terrain of liquid mortgage

capital. This is not to clairthe universal reach and logic of the subprime, securitized mortgage.

Indeed American and European gegphical political economy, rooted in historical materialism,

would not claim this either, having attended to the particularities of place and politics that shape

the mortgage markets thapalyze(Aalbers 2012, 17; Dymski 2009; Wyly 2002, 2Hlor is it

to say that éss uibnprtihnee 6Noorrtihgnianeadtte6 hEadal bput hbi
isnotiustb s ay t hat f Bharepateit, andthat eeanamiegaffadabléhousing

l ook different i n depistdmelogieahdrojeqt bt atake in thinkingifrem e i s @
t he 9qRoyandBharR013)ia pr oject | have been interpol at
turnd i n urWhatthenig & stake imthirkigg abothe construction ofnortgage

and property markets from a place like South Africa where the majority have no aceesged

worked, where constructions of risk are routed through deep grooves of racial dispossession, and
where there is no state guarantee on mortgages or protection from bankruipgayversized

and transnational financial markets

Provincializingu ni ver sal i sms: 6t hen d&shceutshoecrim It ilsrcn ences

For feminist and postcolonial scholars who have been challenging economic and urban theory to
isee fr omWatdor20@)ha ¢pistémological project takes multiple forfiNagar et

al. 2002; Leitner and Sheppard 2003; Robinson 2006; Pollard et al. 2009; Roy and Ong 2011;
Sheppard, Leitner, and Maringanti 20P2rnell and Oldfield 2014)erickson 2014)I count

three:decentering site$; h e or i z i n g, ardl provincializmg univergdlisms.

The first might seem more straigiorward. Rather than focusing on Angldmerican places, it

asks that alll pl acdalbe dymmami ceraemd fowveirmsary df
icointstt ed and reproducedo t (Robmsom2A006t1hl16lfhis r el at i
is |l ess a demand for relativism than it is for
simply expading the repertoire of the site at which and through which we think about the urban
political economy and gl obal political economy
Bhan2013. My focus in this dissertation douth Af i cadés oOaffordabl e housi



proposes one such expanded site from which to think about the political economy of housing and

mortgage marketseyond the Global North.

Connected to expanding repertoires of site are callsfore o r i zi ng #tatingwstm b el o w¢
everyday subaltern life world®ollard et al. 2009) at her t h a n-cehticéGibBohhe capi
Graham 1996) | og(Dericksdn2014,®48niThasi phagye off of C
(2000)c oncept uaHii gtadiftyhnel @ fndii spensabl e and univer:
through which political modernity is promised n d A H i i FithonghtyaboRt diverse ways

of being humano, of living in the wahidhd Awithi
Aipor actice al ways modify and i n(Ceakrabargy 20006 he t ot
254 cf. Sheppard, Leitner, andavinganti 2013)There is a particularly strong South African

archive within this vein, building on the social history school of the 1970s and 1980s, and the
1990sd6 culturafréedr s6s6v e Nlebelel9Ma exansgple,y O
scholarship that attends to fACapit@artaddd i n t he
Sharp2014and fApopul ar e nge20@iHellarnd Jgmnes2Ple; damss 2014)

and AUrbanization 206 i n t hePigese2dblred od ofyyi tod a th
ur ban pol i tLtawban,Erngsom dand $jlwe02014)

The third 6southerné epistemological project w
deconstructionist line. Rather than surfacing the everyday practices of subaltern subjects, this
Spivakinfluenced postcolonial approach focuses on provincializing knowledge prod(Rign

2011) locating universals in their parochial origins an@¢@sonstituted in the uneven relations

between North and South, metropole and coleather thantragso s ed from 6hered t
(Robinson 2006, I21; Pollard et al. 2009, 140cholars have exposedh e s e uni ver sal s
makings through racialized, gendered and epistemological violence under coloniality in such
instances as(Mifcheh2002e cohemypd# or mal 6 (Saryal 2007 t he O |
Roy2009a) 6 pr i v a (Blemlgy 200 Mitchely2607; Seth 20t0) 6 val ued and 6w
(Baucom 2005; Gidwani 2008yostcolonial scholars have also worked at findiegyconcepts

with which to speak and dqRog2009b)Iniirbae schotarshipgr ap hi e
these include c¢onc e fRokinsa 20Gtheamecropolgvbernbeandy ci t i e
Nuttall 20@B, 21) inférmality, worlding, extrat er r i t or i al i ty, grey space:¢
in Roy and Bhar2013)
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Al though this deconstructionist track has been
postcolonial and pdstructural South African urban studies, it is in this track that my dissertation
positions itself and its engagement with the political economy of housing and mortgage markets

from thedecentered i t e of South Africads oO6affordabl e hot
Africa has long constituted a place from which to ask hard questions of universalizing theories

of political economy and urban theory, given that it cannot be so easily wiittie aircuits of
capitalist ur bani zati on. Hi storically, | am r e
the 6articulation of the wmddhess 60fdepradcckisc tainan G |
cityd thesi s t hicanhd pbliticaheirolés eéwlingitha 1980s and 080s Kk

1980; Pillay 2009; Hart 201#r reviews of these). Contemporary South African scholarship

also puts pressure omiuersal theories, to name some examples, sugtobalization and

financialization and its novelfCarmody 2002; Fine 20b0Freund 2010; Marais 2011; Bond

2013; Ashman and Fine 2013; Padayachee 20¥3ayxian and Foucauldian critiques of

neoliberalism and their inattention to gendered nationalistime developmental sta(Hart

2008; Parnell and Robinson 2018yuestioninghie end of the developmental stéehensul

2008)land di chotomies bet ween (Robimsgn2@6; Rubid 2084Wor | d C

Thispartialr ecounting i s not to exceptionalize Soutt
uncritically designate South Afr i postaob nkinaolwl e d g
while its institutionggrapple with their deeply racialized colonial heritage, and powerful position

vis-a-vis the rest of the continent. But this is the inheritance | inhabit, and the ground | have to

think from, in articulation with geogradpcal political economy; heterodox approaches to

markets and postcolonial theory.

Sites and sources; methodological and representational tools

After some preliminary visits, | was based in Johannesburg fetiriuaifieldwork from

September 2012 to Novemb2013. Johannesbuagd its city region of Gauter{§igs. 1 and ?

was a productive node to think froms t he c ount r yéosldtfack dosvmthei a | hear
banks, property actors, developers and think tanks in situ. Johannesburg has also been a key
staging ground for racial capitalismds experin
of the world. It is a city thick with layers of real estate speculation and experiments in both

segregation and suburbanization (Chipkin 1993; Mabin 200%.
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Currently, Johannesbulgo | d s
nati on,0swictrre dti he

mi ddl e cl| ass 6,

develop it, particularly on itsosithernand eastern edges (FB). .
iconic townships like Sowetas wellasl e segr egati ng

and

thé acgestr gdock of o6affordabl e
greatest demand for these pro
t he | afcogsrsction mmpariektei | es of |
0Af fordabl ed prop

former amdhi t e sul

new devel op me adges and ibetvtedns that dretthe fosus of this dissertation.
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In this Johannesburg node, where flows of money, land and peepk€all 12.3 million of

theminthecityregion) | used what seems best captured by

=1}

p r olmased methodologicdlr a me {20608)kshaped recursively by encounters and

|l earnings in the 6fieldd. I n bwhatheécalisy an ecol o
ifimet hodol ogi cal opportuni Whnadfollows isadesdpnef s paces
oneexample of dormativespace of encounténatgrounds this procesdasedmethodologyin

Johannesburg. | return to more of these spaces of encounter and methodological strategies in the
appended methodological note at the end of the dissertatio

The neighborhood without a name in an apartheid buffer zone

Just south of Johannesburgébés o6super dumpsé of
sits a suburb with no name. My trusty map book, Johannesburg MagStudioo f f er ed n o
insight; nor did Google Earth. This suburb satsrickb i n t he mi ddl e of one
most visible contours of segregation, the buffer zone between the historically white suburbs of
Johannesburg South and the black townshipsof Sawe Thi s sti |l |l visible 6
drawn me in during early visits to Johannesburg, seemingly full of possibility for materially

knitting a divided city together. Instead | found great vacant stretches of veld (one zoned as a
graveyard), mountainsf mine waste, muliane highways, industrial parks, a mall, a stadium

and adhoc suburbanization. The National Nuclear Regulator prohibits residential living within

100 meters of a mine dump to reduce exposure telduiee particulants (Kardddelson 213).

And so, l'ittle more than 100 meters from Johan
yellowminedust in a swirling spring wi(ig4.ltsat thi s
consists of a tight spi desinglestonyleobsesidmallyards,e et s | i
orstar® as t hey ar e ¢Fal5. Sooe hachhontedusingssedattathed a

salons, dayares, auto repair shops. Others had been turned into établenansions. On a

less windy day, kids played ihe street, and on the weekend, bré@idarbequesypilled out

from front yards and garages into the street.

Those concentric rings of streets were marked with sparkling new-stneet signs, like
OHurricane Avenue6 and theiMewnesg, the subutbappeadweBut de
established: the age of the paint on the houses, the height of the trees and the extent of

renovations and extensions. It had been there for a decade I later found out, long before the rise

of t he 0 afpbpalar dsaebdassilts unmap@ed name: Ormonde View.
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Figure4: entering Ormonde View, the dus.,tSeptemmen20i2he &ésup

Its origins had since been obscured. Developer billboards wergdmay the houses changed

hands a few times, made their own through various phases of renovation. | discovered during my
interviews with councilors, residents and landowners in the areaphavocativelynamed

developer, Cosmopolitan Projects, hadbmit st of Or monde Viewdés 600 o
early 2000s. They had marketed it predominantly to black public sector workers and their

families (nurses, teachers, police) from nearby Soweto. In its early days, one could purchase a
two-bedroom, 50m2 houder R147,00Q(Interview withMT, 2013, a price it is impossible to

imagine now The average property prioé Ormonde View houseduring my fieldwork was &

onyj ust o6affordabledéd R581,684 (al+hdc 2012) .
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Figure5: OrmondeVi ewdés ori gi nal |l ayout plan, shared with m

Yet Cosmopolitan did not procure or service the land in Ormonde Vibey just built thetop

structure§ the houses, to varying quality as my conversations with a fadergs showed. The
rights to the | and underneath had been owned ©b
profitable gold mining companies and landholde@rown Mines- since the early 1900s. In the
1990s, Crown Mines®6 pr opmdMimneyPrapertiee(RMP)suld thdse s u b s i
surface rights tawell-known township or land development company, Township Realtors Ltd.
Township Realtors Ltd took the land through the township establishment process and serviced

the land for some 600 stasatbne louses in the early 2000s. They then sold those serviced

stands to developers like Cosmopolitan, who found buyers for the stands and built houses on

them in phases. Ormonde Vigivturned out, hatteen produced through cooperations between

actors with a log history of land development in Johannesburg South.

Ormonde View was one O6space of encounterdé that
property infrastructure. It was from here and elsewhere (see methodological notejated
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actors their networks and histonyia a range of sources and methddg multiple methods of

6data collectiond evolved througharchivale pr ocess
research; documentary and media analydisgrvationird af f or d a b legeits;pl aces an.
interviewing keyactorsin, and attending events,ahe main firms and ingtitions in the

property sectoras well as spending time in and interviewing property actors and residents in the

new O6affordabl ed s ubur bsdinglécal éverfisavhila ldigwetinthegy Sout h
60l d Sout ho.

My analysis of these sourcesrkedthrough an iterative process of reading, annotation and
writing during 2014 and 2015. In that process of confronfiiegdéwith research questions and
conceptual framings, | curated these fieldwork archives, making decisions about what got left
out, what and who got included and excluded, where emphasis would lie or not. There is much
thatremains on the cutting flooPleaseaefer to my methodological note at the end of the
dissertation for a fuller discussion of my research experience, sites, sources, methods of data
collection and data analysis, their limitations and etpialitical questions confronted.

Chapter outline

The dissertation is divided into 3 sections, with an uneven distribution of six chapters between

them. Each section responds to a prompt from the research questigaginca set ofiterature

andfieldwork sources in a synthetic way, rather thanasstahdo ne o6t heor y 6, o6f i el
chapters.
Section 1: Property and debt, race and ri sk in

Chapter 1:This chapterist uat es J @toernyand debtnfrasguitare in its
constitutivesettercolonial origins. This is not only to catalogtee vast racial inequalities it

produced in terms of property ownership and access to finantasoto demonstratbow

property and debt were themselves constitutive sites for debatingakiagracial difference

andracialized space, legaapacityand financial acumertitizenship and the citythe chapter

drawsoub f t he ci t y éheradmrlizedtdiscoursesgandamattirgents of property and

debt through which white male homeownershig waabled and subsidized, and black

di spossession wrought and prevented during 150

By the 1970s, suburban home ownership was the norm for approximately 80% of whites, while
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the majority ofedtbéh ea ncdi toyu,n aiuttsh obra uztehdodr ibzZl ack wur
to public rental housing on unsurveyed plots in townships or illegal shack fgvoist to four

sites which produced thigsacialized enclosure; racializing tenurelantractual capacity
racializing O6standar ds o f paternalisticpgiéngafmaded@and t andar
gendered mortgageable subje&stured into the production of Johannesburg space and the

technics of debt and property themselves, thasializeddiscaurses and enactments would be

obdurate institutionally, materially and psychosocially long after the repeal of legal segregation

and demands to universalize the O6rule of prope

Chapter 2This chaptepushes South African urban geography aboutteelab apar t hei d ci
confront these obdurate racializations in the moves to deracialize and deregulate the property

and debt infrastructure during the long transititinnvestigates the ways in which

Johannesbur gbs pr op emaschangagddringltieelbong transition targughr uct ur
movesto deracialize anderegudt e t hat i nfr astmaurckteutrsed .t hir ofuogchu s
worktofreed6 bl ack housingdé6 from public provision as
finance. My sourcearehe ri ch 1980s urban schol angsgdhi p on t
the media of the day and bank documenésgue that rather than creatingaor-blind or

completely commodified debt and property infrastructure, as predicted by the free mdrket lob

or critical urban scholarship respectively, theseahel reregulations at the end of apartheid

were stymied, or at other times deepened, by the obdurataffizedpropertyand debt

infrastructure, and the stilb-be-negotiated distributianof racialized risk therein. These

negotiationshaped relations i the new democratic state, and the uneven landscape of

financial and property inclusion in early democracy.

Sectionr &ci &lPositnfrastr udhbhewmensy ewfkrisggmewperty and

markets

Chapter 3Vis-a-vis the critical geographi@erature on mortgage markets and the subprime
crisis in the global north, this chapter is inspired to follow the money during the global property
and credit boom, which unfolds at thenge time as the financial inclusion project in
postaparthei®outh Africa. Do we see repetitionstbé seachange in American mortgage

lending, where activism over racial discrimination and redlining in underserved communities
was exploited to justify raalized predatory lending and the amassing of subprime mortgages

that could be pooled for securitization and circulation in global financial marfRitsihg
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together scarce data at the national scale and some at the metropolitan scale, | reveal the uneven
geographies of the 2000s property boom in South Africa: the privileging of richer, whiter

suburbs and borrowers through increasingly securitized mortgages, with continued exclusion of
dlack spacéand black debtors from a wave of mortgage lending. Bboérahan protection

from 6overinclusiond in potentialdngompredatory
households ofolor wereoverincludedduring the boonthrough other, unsecured forms of
subprimeending.l argue that not only was this becaussagured lending had been made more
profitable through financial inclusion legislation ironically, but bank mortgage lending continued

to be shaped by old and new metrics of racialized risk now mediated by electronic credit scores.

New through the construons of black bodies as higher risk during the AIDS crisis and old
throughcontinued redining of black townshipspaceas 6dysf uncti onal mar ket
with the skyrocketing price of larehdthe lack of a state mortgage safety, medrtgage lending

remained exclusive

Chapter 4in the wreckage of the boom, we are confronted with a new potential savior for the

property markett he ¢6éaf fordabl e housing mar ket o. Rat he|
supply and demand, financial inclusion or capital accumulation strateggéesh#pyter seeks to

| ocate that mar ket 6-snakin@gutitteathad precegldi it,itha kindshoe mar k e
activities we miss when we just follow the money. | draw on heterodox approaches to markets

and particularly socioinstitutional and techowdtural marketization scholarship to examine the

produ¢ i on of the 6éaf f oreddibgbf@ewracarskdescodrsed, marketu gh t he

devices and policy to create a site not only of exchange, but of intervention and politics. Through

analyzingmyi nt er vi ews, grey documents, housing poli
mar ketodé is first bounded by the modelling worKk
space of intervention between the gdbdwearonment s

market, and how those models articulate weiperimental practices by the barsiel growing

middle class grievances about tigain mortgage finance and housing supflggether these
combine tdrame thismodelledaffordable market as one of higisk and part of the historic

housing backlog, rendering state support nesgs3 he affordable markebmes to be

embedded in new housing policy, and eligible for various forms of state support (land, subsidies,
etc.). This gives banks, or really, sosreall units within them, the opportunity to experiment
furtheri n 6 per f or mi ng6 T thtowgh hodsihgocondtraidiidn en state lard enew
mortgage instruments that outsource risk to the borrower, etc. They, together with the aggrieved

emergiy mi ddl e c¢cl asses and the rising cost of wur'l
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assistances higher and higher up the income scale, redistributing racialized risk away from

domestic capital.

Chapter 5it would take conjunctural events forthemw | y st abi |l i zed o6éaf forda
ma r k ebecdmetaroobject of investmefrt trying to make analytical room for these

conjunctural shifts, | bump up against the limits of the teahuitural approach to marketsot

all social action emerges throutite markeassemblagdnstead these conjunctural events

requireustdi ma ke space for capi tmaking(Christophers 2018alm al ysi s
making space for capital, we also need to make space for the dpatilitapita(Sheppard

2015) For it is crises in capitalism at home and abroad that open up new conditions of

possibilityT and accumulatioin for quite differently positioned capitals via the stabilized and

now states u p p oaffardabdehodsingma r kle thedspirit of combining political economy

with technecultural approaches to marketaking, | first show how the bursting of the housing

price bubble in Sout h A fpromptslzaiiks andicertain deaglers s u b ur b a
to turn their sights to theounded spacesnd subj ects of the o6affordahb
andsimultaneous crisis is globalfinancial marketswhich has institutional investors searching

the globe for altern@&toiuvd Adfealc@dass atf § otr @ aibr
being just such an asskmobilize my interviews, observatisrat public events and media

aralysis to draw outhe enrollments of new and old actors ttase conjuncturadonditions of

possibility attract, fronflows of finance knowledge production, strategies of accumulation to
marketdevices(such asisk-based pricing, mortgage securitization, feErbuy malels,

unsecured home loanshifting distributions of risk, and spatial relations between actors. What

does all this mean for the reproduction of 't he
stabilizing or overflowing? argue that thisdiveri f yi ng 6éaf f ordabl e mar ket
boundaries while also contessto me of i ts framcentgsnsf tabbawahbdbwn
debate the true identity of tidaffordablésubject as well as the risk involved in servicing them.

Old metrics of acialized risk are both challenged and reiterated.

Section 3:Placing af f or dabl edé pr oper t y-apartheld Johanbdsbuign f r a st

Chapter6Wh at does this diversifying 6affordable m
Johannesburg® a city short on affordable housing for finance to circulate through, the market
enroliments described in Chapter 5 also produce new built environmemtsponents of the
political economy of housing that can get lost in the recent tumat&etizatioror
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financialization and its instrumentthis chapter takes up the challenge to put the material

process of production and the transformations of landed property back into our analyses.

Production requires confronting two spatialities: place, in allrtsounded materiality, and what
Walker(1981)c al | s t h e 6 buttloapl prefer jo catl & powewdan nebwork. | start

by conceptualizing these two spatialities via geographical spetal theoryLeitner,
Sheppard, and Sziarto2008) I t hen turn to two distinct déaff.
shape and are shaped by two o6affordabl e networ
devd opers, contractors and sales teams. The one
dlack housing low-density, ownership ased 6éaf f ordabl e suburbiad p
standing relations between the banks and a few fiiteaner landowners and developers with

vast tracts of monopolized | andboomcgdtions. The ot
mediumdensi ty rental and ownership éintegrated?d
serviced by the state, financed andstoucted through publiprivate partnerships between state

agencies, private equity funds, banks and big listed developers. These affordable places are
shaped by their networksdé relationship to plac
different ren-deriving strategies, the power relations within those networks, and their
connections across and outofshe net wor ks. These different oOaf:
new inclusions and exclusions for life in the postapartheid city, with racial repsténd racial

ruptures in land ownership, accumulation and rights to the city.
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Sectionl: Property and debt, race and risk in Johan
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CHAPTER 1 Racing real estate and risk on the Rand

Introduction

By the 1970s, suburban home ownership was the norm for approximately 80% of
Johannesburgdés white minority (or at | east, th
ctyddaut hori zedd and ¢ ud aaetctniined tepeallydsertidessdc k r e s i d

heavily surveilled public rental housing in to
shack farms. This chapter seeks to bring the p
homeownershipb into the samkel fiamanméesabargésenp

debt infrastructur@ those legal, financial and institutional arrangements and practices that

unevenly channel or block flows of money and land, building supplies and title deeds.

This was an infrastructure in the makingwhich property and debt were constitutive sites for

debating and making racial difference and racialized space, legal capacity and financial acumen,
citizenship and the city. Its tools ranged from violence, discrimination, dispossession and

exclusion tesubsidization and protectionism. In these makings, settlers and their republican

states contingently jostled with British Empire, mining executives, property speculators, an
increasingly powerful white wor ki nsgbuildihgass, 0Ne

societies, squatter movements, urban planners and a modernist local government.

Four suchconstructionkites structure the chapter and its cuts into the Johannesburg and South
African historiography, sites at which property and debt, ngkrace were sutured in discourse
and practice in formative waysirst, the multiple rounds of violent enclosures that both created
landed property and began the work of racialized dispossession from the Eargntigy.
Theseenclosuresncluded settr expropriation ofterra nulliusg property speculators;
Republican property law; mining companies after diamonds and then gold. Second, | discuss the
early 20" century work taracially differentiate tenure and hence, citizenship, through national
law for the first time, enacted through forced removal. This worked at naturalizing private
property, contract and freehold tenure as white, and communal property and leasehold as black.
The third is a site of debatedardsddandcbat ane
spaced t hdbtackthieor lBousmg andzneighborhoods in discursive and materyal
At the same time, both state and capital subsidized white labor, housing and neighborhoods,
making sure whites were rendered creditiwpthrough various subsidies aask sharing
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Finally, | show how paternalistic attitudes about racialized and gendered capacities to engage in
contract and manage mortgage debt were deployed to justify further exclusions and

dispossessions.

Ateachof t hese sites in Johannesburagdscalizatomsperty ;
were forged, in the material inequalities of racialized dispossession and accumulation that haunt

the South African present ,mmesn wedrnsed amd at reac
and technics of property and debt.

This chapter contributes to studies of the racializatiomousing markets and credit markets that

scholars have argued is critical to understanding present forms of racialized predatogy lend

and dispossessidhVyly et al. 2012; Hernandez 2009; Chakravartty and Da Silva 2012; Dymski,
Hernandez, and Mohanty 2018)arkets in which risk is always socially constructed, with

recaurse to other constructed grids of difference, such as race, gender ariRaja2810, 218)

The chapter also sits alongside ol der whitenes
waved i nf or legaldhediyycritical race studiasland femisigholarshipnterested

i n revoetahlei nsgg rfiuct ures that reproduce racism an
nextdo (Twi ne an dteydard Cangay 2000, ZBAhB8 0 A Di hgo of how
whiteness gets made materially and institutionglly r e dr i ckson 1981; O6Mear
1993; Seekings 2007; Katznelson 8pBas become legmopular in the more recent turn to
Asubjecti vi t(Naal20T) itswdrformamae ersnteBectionaliti€teyn and

Conway 2010, 24 5).

But this chapter also hopes to push beyond a materialist whiteness lens, by holding together the
production of O6white homeownershipb6 with Obl ac
of postcolonial provocations is useful to think abomviihe borders between thassegories
aremanaged. Postcolonial scholars in this track would ask not only how markets become
racialized, but how the very instantiation of
6t he e c on o myoductioreahdymamageménhoécorstitutive outsides, through violence
andthenphilosophical and legal justificatigiMitchell 2002; Blomley 2003; Gidwani 2008;
Seth 2010) These borders between insiders and datsiare the site of politicAnd while the
genealogies of such borderakingand managing exercises has been less popular in
contemporary South African geography, along with constitutive histories of racializaign
opposed to mapping the geography of r@arnell and Mabin 1995; Elder 1998; Ramutsindela
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2002)i this dissertation hopes to show why the work done in Chapter 1 matters in a more than

pathdetermined way.

What foll ows i s a geneal o @authAfficanrhodograpmygando f J o h a
geography thafiocuses on the time period of roughly 1830 to 1975. It is not an exhaustive urban

history, nor a chronological one. It ixaratedreading ofthesesecondary sources and a small

archive of primary sourcesagicularly building society company histories and insider histories
(Edginton1951; Robertson 1983jiven the lacuna of secondary sources on thasganize

this curated reading by the four analytical sites described above.

I. Enclosing and monopolizing land: multiple rounds of racialized accumulation

and dispossession

SineA[ | ] and under (Aalkers 2042, §)thisrcleaptér begiss withtlandd and the
multiple rounds of enclosure by which African
made settler landed prapei by the acts of settlers, then the state and mining and property

companies, and only later, law.

Enclosure 1: settlers seize African*landi n t he Northern fAfalse empti

Alienation of land as private propetiy n  Sout h Af r i csavihshe beitlefarne r | and s
and settleted violence and enclosure, rather than Crown or corporate annexation. From the
1830s,Boer settlers warred and negotiated with chiefdoms to occupy land and seize livestock in

the area around what would become Johanmgsthe SA Republi¢€ZAR) or Transvaal it

would later be calle§These Boer settlers, theortrekkerswer e fl eeing t he Cape

growing liberalism, tax and debt collectors, and other property problems. These included British

! A name used by the liberal, progressive and nationalist scholarship, which | uniiit@ection 2.
% (Etherington 2004)
0r what will be cahéed f]J]laahded psopemegoby a | egal
wide powers of use, inheritance, or sale and whose ownership is representedftmyradeed of title
enforced through the judi ci(Sottl128, 86)mptlusiabsolete i nst i t ut i ¢
concept i o(Harvey2006,B2Q)aeddecomes alienable from Nature and separated from its use
val ue, such that it can be rented or sold as a fispe
isalsoalienater om | and as a means of production, and o6fre
power insteaqHarvey 2006, 332; 35%0).
“As | ate as t Isenilitih @5 Gaging warhwith the AfRcén Pedi nation in the northern
Transvaal, and suffered an embarrassing dé@&atruthers 2003, 969)
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regulation of propertgize and suppression of vigilante annexation of indigenous land on the

Cape frontiers; the threat of |l osing slave 6pr
land to English banks foreclosing on bad mortgages and driving up land(pléegmn 1996,

162; Worden 2012, 16The hinerland to the north of the Cape, in contrast, represented a space

free from British imperial government and merchant captadthe potential to get to valuable

land before others did.

Like the Cape before it, the north was representedexrsaanullius,absent of existing peoples

and settl ement, es pe niwkdchWhite satlets bad divihbhedkired s Mf e c a
6nat ur alpdssessiargl impreve tindeveloped lgrfisNaldron 2012)The northern

intefif ak e dHtheringtom 2084 &8Yyas ripe for the enclosing, the owning, and,

hopefully, the speculating (Etherington 199M#orden 2012, 16)

Boers staked ouarge farms by riding a horse one hour from a central point in various directions
(Braun 2005, 151)initially Boer settlers were entitled tbaim two such enormous freehold

farms and a lot for a house in a townstiBpaun 2005, 150)This was a right thizekkersself
determined until recognized by their nascent state (the Volksraad) in the 18404.852,

when the Boer Republics of the South African Republic (ZAR) and the Orange Free&tate
formally recognized (Fig.)6 this was reduced to one farm and one lot, and finally terminated in
1868 (Braun 2005,150).
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Figure 6: Zuid Afrika (Hall 1858)
ZAR/Transvaal is the top outlined area in pink, above the green Orange Free State.

Securing these spoils against African reprisal relied momaibtias, force and negotiation

rather than property law, cadastral surveys, title deeds or even wire fencing, which only arrived

in the 1880gvan Sittert 20020Many Boer s wer e fAwaryo of technol
regstration as suspect aids to British encroachr{féatruthers 2003, 959\With no formal

surveying or central deeds register until 185arruthers 200362),

A man (and this is a deliberately gendeecific reference) merely found a piece of
unoccupied land and registered his claim at the office of theltwdlost(magistrate)
by describing the points and boundary in terms of natural landn{Beavon 2004, 18)

With rough land certificates in harfidginton 1951, 70Boer s exer ci sed fia gr ez
| i cense a ¢Cartutherd 2808, ®58Unsegistered certificates swapped hands in a
system prone to land reservation and monopolization, as well as border disputes, land cons and
speculatior(Braun 2005, 1513).
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This lack of cadastral visibility had other advantages. It delayed the penetration of metropolitan

(usually English) mortgage capital that had been so onerarektmereon the Cape frontiers

and allowed Africans to retain some access to land. Because not all land was settled

i mmedi ately, many of the ZAROG Brain200mm&51)r e mai ned
marked out on occupied African terrijoibut not enclosed until settlers and their guns arrived.

Some Africans had formal tenancies with absentee lando\{Bensn 2005, 150)These

sustained critical niches in between 6,000 acre settler farms ibedallIRepublican rule which
refused to recognize either customary | and rig
ownership by suitably monied men of color as in the Cape Cblony

The early Boer republics were the most resistant to recognizinganyf sustomary

law. For to sanction native law was to underwrite native autonomy, and that would

offend not only their Calvinist consciences but also their more urgent and practical
demands for | and, |l abor, and esasdycCapejithey €é | n
accent of native control policy was on race, not tribe, and the reason was patently

obvious: tribal autonomy had to be destroyed, both to flush land and labor into settler

hands and settlerontrolled markets and to destroy the capacityibél organs to act as

vehicles of resistancéMamdani 1996, 912)

The ZAR Pass Laws of 1866 constituted the next attempt to close these niches of African land

access, criminalizinglack residence outside of allowed areas without a pass.

Enclosure 2: the gold rush augurs new segregationist laws, corporate monopoly,
indebtedness and racist title deeds

The miner al di scoveries in South Adsures,¢hsds hi nt
time by corporate and state interests, turning farms into mines and cities. The discovery of

di amonds in Kimberley in 1867 and gold in Barhb
capital 60 al ong (Bond20k3, 186)ita the halp of theseblarks in

repossessing land from indebted Ba@snd 2013, 191 )transnational corporate monopolies

began reserving vast tractsAAR territory in hopes ofdture mineral discoveries. The British

army worked at territorial schemes of their own, invading and annexing remaining African

territory, and briefly occupying the ZAR in an effort to create a free flow of labor and

®> Mortgage capital that had its origins in the liquidatibpperty of another kind: slave compensations
paid out by the British Crown to the Capeds sl ave ¢
115, 162). iMoney in circulation doubled during 1¢
(Keegan 1996, 118). Thanks to Leslie Witz for alerting me to this.
® Property ownership that secured them a qualified franchise for a limited time from 185 to the
1890s, whetoriarfilibenalsim th Britain had combined with local intesetst produce a nen
racial qualified fr aBemarti200226) n t he [ Cape] Colonyod
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commodities between the mineral fielsd the Britiskheld coas{Worden 2012, 27)As part of

this geopolitical struggle, the ZAR invested in extensive cartographic work to stake out their
statebs bor der s(Carathiers 2003, 966&, 062)bey aldo passed tleen d

pernicious antindian law of 1885 inasettlgrr essur ed attempt to stop |
(and competition) in the burgeoning commercial centers arounditiezal fields(Nightingale
2012,234)Gandhi 6s autobiography (1957) described h
taxed to even entert®\R/Tr ans v a a | and that t helocafionsisght not
apart for them, and in practice even(n hat was
Crais and McClendon 2014, 239hese antlndian measures would offer thkemplate for

wider segregationist laws against black South Africans soon ther@ifiatje 1982)

But it was the discovery of the worl dé-s most ¢
t he O RaLamyldagte farm in thaiddle of the Transvaal in 1886, the time of the gold

standard, that would have the most radical effects on both South African racial cagitalism

the property and debt infrastructure. New state and corporate enclosures ensued. The ZAR
government requisbned Langlaagte and adjacent farms from private owners (by quick legal
amendments) and proclaimed as O6public diggings
Johannesbur{Beavon 2004, 22)-oreign capital and workefom around the world and

country poured into the mining camps around these. Adjacent farmers sold off land to mining
companies or property speculatévamn Onselen 1982, 364)he 1890s was a speciNat

frenzy: digging licenses, land title, mining rights, gold shares were all switching (ot

2013,188) a fever heightened by the uncertain Al ol
d e p o fParnebl 1®88, 308 s well as by crises in the countryside.

There, the rinderpest epidemic had laid waste to black property in cattle, increasing indebtedness

to white local traders, which labor recruiters for the mjpresnised to solve with extortionate
advance¢Redding 1993, 521Black men flocked to the mines to earn cash to pay back these
debts(Jabavu 1920, 98as well as to pay taxes, lobola and to deal with the costs of land

dispossession. Thessurious credit practices by labor recruiters and general deadezso

highastppi que | ocal magistrates in the Tmpaseskei toc
interest rates. Both the Cape (1908) and Natal (2®t6)d introduce usury legislation that

limited the size of | oa n@hamak#800i, 1sfee28'st char ged
cent ur y 6os oflracialized predatory lending and its control had begun.
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Back on the Rand, after the first boom in gold extraction, the population grew substantially, and
property speculatoisc al | ed fit ownship companieso but ofter
compates(Nightingale 2012, 278)bought up almost all the land both within the city limits

and beyond.These township companies and mining companies (along with the government)

became the original owneflmm whom everyone else rented under the Gold Eaws

procl aimed ground or in Ol eas filg.dl aadgetsowns hi ps
active mining land; beige is proclaimed; everything else is unproclaimed).

SEKSIEKAARTINDEX INDEX TO SHEETS

VAN DIE OF THE
BURGERLIKE OPMETINGSKAART WITWATER SRAND CIVIC SURVEY MAP

1:10,000

MEAMXRALL

Ruseurn Alica, Johannesourg. AM007-2531

Figure 7: Witwatersrand (Surveyor General 1933)

" See Beavoi2004)and Chipkin(1993)for more on for how thesetows hi p compani es 6 devel
and fully privatized infrastructure shaped the social geography of théviiiting companies also
controlled the production of machimeade bricks and cement, keeping their prices high and working class
housing in short suppl(Van Onselen 1982, 32)
8 Under the Gold Laws of 1886, all proclaimed mining land could not be owned or purchased from the
original owners (mining companies, their subsidiaries and government) bueaséd, and for five years
tot al and not f o rE uorcocpuepaantsi 60 néBdayen 2204 yP4adtmomlhand Birie
1991, 130)
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These monopolies came with additional racialized enclosures. In districts where the Gold Laws

hel d s whAwr opeambé fAowner s hi p(Edgiotand9gp9d)tvdason and t e
prohibited except as laborers and servéBeavon 2004, 24; Parnell and Pirie 1991, 181)

the Ra+#dyropreamsd could only Aown andiinnccupy | ¢
0 | o c a-vpriwheneghé title deeds permittedqHidginton 1951, 92)

Foll owing Johannesbur @it 197%)thesSurveyose d es at vé g e n
asideo such o6l ocationsd in cent r(Nightngabkehannesbur
2012, 241)but building squarely on the 1885 amdian laws and much earlier forms of

residential segregation that followed the abolition of slavery in the (@péstopher 1994, 35)

First demarcated was a 0Coolie Location6 for |
6coloredsdé6, and a o6Kaffir Locationd for bl ack
industrial, commercialnunicipal) provided stark compounds or hostels for their laborers. These

were generally close to the mines, not on the cooler northern side of the ridge preferred by the
Randlords’ Theseracializednorth-south cartographies of ecological and propertyeaould

be deeply entrenchad Johannesburg (c.f. Mabin 2014)

In addition to demarcating locations, from the 18@@enshipcompaniesand home builders

Awi dely adoptedd the practice of building raci
of transfer to Aexclude cert ai (@hrigtapleen2p02, of purc
404). This practice had started in Natalagain, prevent Indian (and many other residents of

color) from suburban property purchase or occupdt@mistopher 1994, 42These covenants

also included provisions that exempted black and colomdssfrom these occupation
restrictions(Christopher 1994,42Eknt er ed i nto the deeds of 65 of
by 1912(Nightingale 2012, 20), there were a few explicit exceptions (1904 Sophiatown
(recognized as a 6Col oredd anSAIRERWH3r3h)cand towns
Martindale (a 1905 O6Col oredd fa(moelhmedadsat ownshi p
nonracial freehold township in 1912, but never under the administration of Johannesburg City
Council)).

However, abrogation of these covenants fell under civil, not criminal, law at this time, and so

were difficult to enforcdLemon 1991, B4)wh er e ot her | aws coul dndt be

° Except for the backyard dwellings to house domestic workers on suburban properties.
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(Nightingale 2012, 280)Given the extreme shortage of working class housing in ear
Johannesburgbdés privatized townshi ps, -leasedane whi t
multi-r aci al 6 BYA tew farmerdeecloei® used racialheutral title deeds to

subdivide and sell freehold plots to Johannesburgers of colér asu8ophiatownand

Alexandra. And so Johannesburgers of color found ways of participating in the racist but

speculative land market as tenants and buyers, not just as laborers and servants.

[I. Unmaking property t hrough racializing tenure, contractual capacity and

citizenship

I n constructing a O6modernd, unilg902)(@shforht at e aft e
1990,230)0 Johannesburgdés property and debonly i nfr as:H
through physical enclosure and exclusion but also law, and its codifications of racialized notions

of property tenure and contractual capacity. These were laws that worked through, rather than
replaced, other ways o fwpartitadrismg, forms of vigeace tind, i ntr
coercion (Mitchell 2002, 58). Nor were they imported from the metropole to the colony, but

were given content by a range of locadijnbedded actors (increasingly, mining capital and the

powerful white working clagsand worked out differently at a range of scales. In this section, |

draw attention to localized pressures to extend and whiten freehold in Johannesburg; the national
scale bifurcations of property and debt through territorial and institutional segregfatov,

and new discriminationsithint he | aw t o prevent particularly t

loathed by white publics.

1% Much more can be said on the actegisting practices in the countryside, where Africans continued to
rent farms from absent white landown@Bsaun 2005, 1509r speculative property companies (who held
perhap2 0% of t he Tr ansvaal Beanarf2801,B64xhd used private dasdimarketst | a b o
to buy back land from heavily indebted Boere, sometimes after forecltisuregh white land agents and
instalment contracts (James 2013).
1 Sophiatown was opened as the first black freehold suburb in 1904 after farmer Tobiansky divided his
farm into stands, established a private township, and started selling its freehold plots Le\B#dR
1953,3)as t he Awor ki (®mith 1971y 5330 The avidinal fabm title deeds did not
exclude Africans, although oredain stands, Colored occupation and ownership was prohibited. So,
iSophi atown became a pr edomi n(leewsed inBAIRPLIOEBBpd and Afri
although up to 88 white owners/households were alsongsidereand maki ng frepeated r e
Muni ci pal Council to have the NatiEweoDpramdveddi deny
areaqgSAIRR 1953, 32)
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Whitening freehold

Johannesburgds first nei gdinmostentirelyoodland betdandéred t o w
someformé | e a s e h oather thandreehotd eebudd/{twatersrand Land Titles

Commission 1946 ikdginton 1951,82) Thi s was due to the fAprofoul
mining industry om dhamndhet Rmnde whodiweir@ena&anxi
rights attached to freehold and how they would access minerals undgBdgititon 1951, 71)

But granting freehold would be a site of settler and polipcassure, increasingly reserved and

encouraged for whites, whilexdone and prevented for black Johannesburgers.

Al ready not al l |l easehold tenures were -equal
by-year leases with an annual rent char@¢idhtingale 2012, 282)n contrast, white

leaseholders generally held long, mortgagebdaees of 99 years, despite complaining of weak

title to Iland and mont hly Ogr ¢Nightidgale2002t 6 pay men
278).

Freehold remained unqueasrtmomnfabtl gnudirod e MAsdo die
Building Societies iredginton 1951,89) and whi te | easehol ders ficl al
6freehol dé (Nightihgale 2012, 278fite pdsta&ad 0 Tr ansvaal 6s admin
convened a series of enquiries and tried to fAp
| eases o (Nightingale@lh, @784 It was to these owneistheA power f ul Towns't
Owner sd Association, a body with(VanOoselgnt i onal |y
1982)- that monthly groud rent were paid, and th&yorked to keep freehold conversion fees

high. In response, the 1907 Township Act and 1908 Townships Amendment Act (Transvaal)
Aprohibited t Huwref owmshi pn of a@anlyeasehold basis
authorite s , fand provided the machinery for the co]l
t o f r ee h(&dgidtont1@5h, 82)tevould take the next 50 years fohite freehold to be
consolidatedParnell and Pirie 1991, 13%)with the state actively lobbying on their behalth

building societies to continue offering mortgages on leasehold properties and with the township
companies tryingo reduce the predatory costs for converting to freefigdiginton 1951, 83,

35).

12 As late as 1948, a third of leaseholdgpper t i es in Johannesburgés old sub
freehold.Of 23,988 leasehold stands registered in 1909, 7,243 remained unconverted to freehold in 1948
(Edginton 1951, 84)
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Fromtheearly20c ent ury t hough, white | eaders were arg
access toacurhedbonduoweehol d or | easehold right s
Johanne[glbvhi g ¢ M&nds Town i n (Bightvdbale2@?2, B¥&8)n 6 s Cour
Whites were at risk of being boughttou o f fAébought out of the count
Mayor told a government commission in 1908ghtingale 2012, 275)A legal victory for a

group of black ministers over their right to individlpaoperty in the Transvaal wagsen as.

case in point (Nightingale 2012, Dlamini 2013). Settlers on the Rand were longing for the
retribalization of 0 dManganirld96, &the daxentstate oiai z ed o6 n
means of quashing growing black political organiza{i®einart 2001, 112)and the mines for

cheaper and cheaper labor.

Constructing A ctbamndu ndatle nipiocrtairoyn suor ban soj ourner

White ruling classes found a national sol uti on
British colonial model of indirectruld. hi s was a fAbifurcatedo form o
the late British Empire based not on eradicating differenceckefining andnanagingt

through territorial and institutional segregatidmamdani 2012)The South African economy

relied on not aiiasithe solreetofichegp laban and simplastidhug e 6

could not maintain Wwite supremacy if he was assimilated. The legal and spatial dualism of

indirect rule, piloted in the facentury Cape Colony and Natal, could navigate this tightrope

bet ween anni hilation and assimil ati adbleby const

difference.

With little input from black South Africans themsely&hanock 2001,34) t he uadddrat i ve d
bifurcated rulevas constructed as a homogentisal subject with his roots in the rural, where

he had customary land rights to communaltndn d er t he cusingummary | aw of

13 (Moore 2005)

4 The state deliberately mistook the uncommodified nature of African land for an absence of individual

rights to land, which was not the cg€hanock 2001)It was just that individual rights were not in

contradiction withcommunal right§Mamdani 1996, 139) n t he o6nati ve territoriesé

19th century, fArights to land é came from member shi

(Beinart 2001, 19)This membership could be granted by recognizing the local political authority, who

would allocate plots to fimarried men who had the wi

family disputes notwithstandin ( 1 9) . But the fAbul k of I and in any A

pasturage that could be accessed by fAall those who
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i mmut abl e 6native authorityo6o(Ménmaani201l2)THey appoi n
6citizeno, in contrast, had recourse to civil
individual rights and parliamentalgw. This included other racial minorities (like Indians),

Mamdani reminds us, who faced different discriminatiaithin the boundaries of civil society

rather than being placed outside it. This distinctidretween citizen and subjéctn the

bifurcated state was regulated through both race and(tviaendani 1996) Movement between

the worlds of the customary and the civil would be mediated by the labor needs of the economy

and the contract.

To create this bifurcated form of rule, spatial contralsy centr al . The O6nati veb
the reserves (established intheififlc ent ury already), 6l ocationsbo
accommodation, would be a temporary sojourner as miggboter in cities, mines and farms,
protected from theadanwmgdr sl oaf rédé¢ti tiybathis ker
|l ow and surplus value high, as soci al reproduc
reservegWolpe 1995, 72)This bifurcated statstructuredhe weltstudied battery of

segregationist legislatidnterritorial and institutional from 1912 (when the independent Union

of South Africa was born) into the 1980s wunder

devel opment 6, Hypndependeeaidédd Baamd ujsttsanésf  Fi g. 8

(20).Insteadi ndi reéhnatriuve dadmi ni st r ahdicanstrictedrmtionsloi zed pet r i

ONatived pr oper tpwatgvei tohc ormingumtasl 6t,0 nmdcupati on contro

Such notions had been entrenched in ccenuryi al l egi s

60 Na tresereeabtadywh er e fil and could not be bought or sol d,
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Figure 8: Bantustans in South Afa end of apartheid (Smith 1994

The bifurcated state shaped South Afrandads pro
at the national scale for the first tinWithin the legal fraternity of the bifurcad state, there was
particularly hot debate around whether ,the O0na
it being commonly held in legal circles that i&fn law did not adjudicate on contractual

matters(Chanock 2001, 173§ This despite the two centuries of actually existing rmaltial

contractual relationt coerced and voluntaiiybetween men and evendeiwed womenin the

bifurcated state, racialized notions of contractual capacity were implemented seleictively:

some i nstances, bl ack men were denied the capa
mi nor s o0, but in | awayscdeemadt sp hhdlge watlt ke

@]
[}
-

mines and farms both used contract extensively to create kojgadling, prosecutable

!> These racialized notions of contractable subjects articulated with patriarchal ones about women as
contractors and debtorssee Section IV
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documents that could be used to punish deserting laborers or to control the movement of labor

through the attached pa&sedrickson 1981)The mortgage agreement, which secures debt with
immovable property, is also governed by the law of contract, and black mortgagees were not

legally excluded from building society mortgages until property laancfed.The building

society savings account was also considered to be of a contractual Bdfyirdon 1951, 166)

but a form of contract that ONati vedhececwpret se e
turn of the century were | amenting how few 6na
150-2). But as late as 1926, a famous structfirattionalist anthropologist RadcliffiBrown

informed a government c¢ommi s svhabarcontrastaneansi 6 [ t ] he
Debt is to the native one of the most sacred things. To the native a debt can never be abolished

€ but contr act Clilhooek200h,d4712) exi st 60 (i n

That said, how to manage delpider the bifurcated state was another matter. Whether to create

universal usury and insolvency laws was a source of debate after (@hianock 2001, 177)n

terms of per sonal debt coll ection, the racial
were agreed to be fioutside the operation of th

employer, not them personally (178).

In terms of prperty, the muciprotested 1913 Land Act was the most notorious in

Adi spossess|[ing] and reduc|[ing] the native to
editor and farmer D.D.T Jabavu put it (1921, 5), instantly connecting property and debt. The Act
sought to radically constrain the terms of bI a
forbid and criminalize future black purchase o
demarcat ed as'liotherésérves the majgribféandwassdeemed to be held

communally and therefore not for sale, except for in reserve t®emnsart 2001, 57)Black

tenant farmers expelled from 6whiteijefarmsé, in
(1982) wer e pushed into towns and other farms as
slumso of the r eCGasandMsCle(dbh2e1k,iazni’ Ire 4bility to

indebt oneself through land as a security was radically reduaetes 2014)or the black

bourgeoisie and African nationalists, the Land Act was another betrayal of the promises of

% Increased to a paltri3% by1936.
71t would take decades to unseat all black sharecroppers, especially in the Transvaal (James 2013) and
where white farmers tried to keep their valuable tenants. Black tenants continued to live eovwmalitie
land in contravention of the Act up intibe 1950¢Beinart 2001, 58)
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liberalism, and an attempt to not only dispossess but also disenfranchise the bldd&baan
1920, 5; Plaatje 1982¢specially after reserves were placed under theirldative
Administration in 1927. The Land Act prompted the establishment of the African National
CongresgANC) who sent a deputation to the Queen agjaims property expropriation.

In the cities, the Native Urban Areas AtB23)s ought t o render O6éNativesb®d
sojournerso in the wurban, contingent on empl oy
police those passes and segregate black mpéisim the white city, without being subsidized by

white taxpayers (Evans 199%einart 2001, 126).

But local dynamics would shape how this national segregationist legislation manifested. For

most of the 192§ the Johannesburg city courdiill not act o their power to create new
segregated |l ocations for black 6t empimtheary soj o
old central 61 o c(dallmanml196®) tathedenéfis df dityrsiuralords ar i

the few nonracial freehold suburbs, municipal/mining compounds and servants quarters in white
suburbs (Beinart 2001, 126) was only during the 1930akat the Johannesburg city council

applied the Native Urban Area Act to the whole city (Harrison, Todes and \\26168n24)

and, in combination withew will-to-improve legislation like th&lums Act, began tactively

intervened to remove the amdultiracial6 | ocati onsd and 6sl umyardsbé, l
provision for anyone other than the white working claes Section llI{Parnell 1998; Parnell

2003) It took radical changes to the (jpolitical economy during the war and black

mobilization (discussed shortly) to goad construction of massive segregated public housing

estates (townships, in common parlance) for btaale employees with families. But even here,

freehold rights were notey dead, aa shortlived experiment with an upmarket black
homeownership scheme in Sowetods Dube by an op
demonstrated in the 194(Rarnell 1990)

It was under the Afrikaner nationalist prograrmapfirtheidt hat Johannesbur gds r e
freeholders would be turned into leaseholders (other than the exception of Alexandra, outside the
city limits). Thiswas expressed violently in the demolitidnSmphiatown that multiracial
freehold suburb laid out by farmer Tobiansky in 1904. Around it had grown white working
classes suburbs, whodd been | obbying for the r
(Cutten inSAIRR 1953) a emoval that the Johannesburg City Council approved as early as
1944(Maylam 1995, 28)But it was only in the 1950s, after the passing of the 1950 Group
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Areas Actandmore critically, the 1954 Native Resettlement A |, which Aprovided f
removal of those owners and tenants with | egal
1994, 122), that the o6illegal 6 6sl umd of Sophi
expropriated, emptied and demolished 3. Despite the protestations of its residents, political
organizations and their liberal white allies on the grounds of moral and universal claims to

private property and human rigfSAIRR 1953) 60,000 residents were forcibly removed

new O6model African townshipsd in Soweto. There
houses of their choice or | ease houses from th
owner ship of gr ound o ;Ministerofblaive AftaicspHertlikn g t o t he t
Verwoerd, the dAprivate ownership of SARRd i s no
1953, 30)*® These leaseholds vacillated fromr@8ar to 30year under Verwoerd to a monthly

tenancy in the 1960s homelands piSback to a 3§ear lease in the 1970s for the longest

urban residentéBeavon 2004137).

These dispossessions through Acommunal ficti on
by Nelson Mande during the 1964 Treason Trial. In his concluding statements from the dock,

on the matter of | ahedlloviedtoewn land infplaceswherestheys want t
wor ko and in the next breat h, Aandeyrtant t o be o
never c al(inRussele2010, 66w n o

Discriminating and expropriating fwithin and b

I ndi ans amdouCal onroegds d i ke Afri cansme,botdhadr el ega
to be discriminated agai (Chanock200L,HTAssetllerd by t he

'8 That same year, the African National Congress published its 1955 Freedom Charter which broadened
demands for space beyond the narrower claims to property of the past. The F@Fedtenwould inform
the terrain of struggle for the next 50 years and into thegpestheid reconstruction period.

Y'n 1964, the Bantu Laws Amendment Bill awarded all
or homelands nowalled Bantustas instead of South Africa. ANC and@munistParty memberand

political prisoner Govan Mbeki described the homel :
resources, or opportunities, crowded through forced removals and influx control but absentAf men
starving Areservel[] of | austaiming, supplyinhnoaoretbapa | at i on not
supplement to the | ow wa (@nesisand MaClermon 2014, 83).mi nes and f
“He continued: AAfricans want to be part of the ger
ghettoso, and finally, Ai[a] bove all, we want equal
wil | be permanenté It is a-lptruggle for the right to

2L (Chanock 2001, 17)
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pressure ebbed and pitched, upwardly mobile Indians in particular were subject to overt forms of
property and debt discrimination and legal challenges tq@higstopher 1994, 39J-or

example, in thearly debates after Union about whether to create universal usury laws, the legal
fraternity decided A[i ]t was Indians who were
separate law altogether. And since they could allegedly live on so verysitigg a universal

standard of what amount of debt could be collected and what must remain would not work to
discipline the Indian debt¢Chanock 2001, 1718).

In Johannesburggs er i es of OAsiatic Land Tenure Actsdo f
only live and work in OAsiatic bazaarso6 (Parne
defined as 06 Asi iaareasgiroricallg asiEdgietdn pédintseat,shatdad

stipulations to prevent white or white companies from owning a lot of the property there. This

was nationalized in 1946, througbpular pressure from whitates payerand shopkeepers

against | ndi aimthedsaticdand Beauneramdringii@Representation Act of

1946-t he 6 Ghetto Act 6 to progressives. This Act
Aoutside which an I ndi an c. &vwedwithinthode deanarcated r e or
areas, Indians could not seek more than 5@%&gage finance without a special permit, and

building societies radically reduced their Indian busitiBsbertson 1983, 156)nterracial

property transfers were also prevenf€tiristopher 1994, 41¥he Act ironically made

| easehold tenure more secure than freehol d: in
occupy certain parts of the township under leasehold tenure, but would lose theif tights

stand wer e c on(Edgintoneldbl,B) Theehot @d® spati al d e ma
made by a powerful neegentralizedplanning agency, the Land Tenure Advisory Board, and

policed by its inspecte(Mabin 1992)

Despite the outcry and political mobilizations against this dispossession by both African and
Indian organizations at home and abrdbad,Ghetto Act waexpanded and consolidated into the
infamous Group Areas Act of 19%Plabin 1992) The Land Tenure Board was converted into
the Group Areas Board in 1955, and its demarcated areas into GrougMadas 1992) now
along with 6é@racwap eAlr d 3 6 addder hgrulooi raup Ardas i g. 9
overthenext30years,ndi an and 6Col oredd families partici
their homes and businessesin e mar cat ed Owhi ted group areas,
or demolishedMaharaj 1994; Mesthrie 1993)Vhile still allowed to own property in urban
areas, unlike black regents, evicted families had their communities fragmented and were
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warehoused in new bleak 6Group Areasd6 on the e
few amenities.

— MO rO83 - White CRD.
routes
E} Indian CBD.
RESICENTIAL AREAS
‘White group area Economic status M High
M Middie
L Low
% Incian and /or Coloured Qroup ares I indian € Coloured
T Township P Privately
developed
Alrican icwnaheg * Hostels A1 Municipal townships

Economic status of black group arees nol differentialed
Domastic servant guarters not shown

Figure 9: Group Areas Zoning Schema (Lemon 1991)

l'1'l. Racializing 6standards of I|ivingé, 6stand

Johannesburgeighborhood$s i ke Fi etas and Sophiatown werenot
Group Areas and the Native Resettlement Act; their properties were demolished. In Sophiatown,

the logicwas that despite its rezoning as a white suburb, whites would never buy the properties

that Africans had found adequate (CutteSARR 1953, 18)So, on top of the rubble was built

a low-density suburb for predomantly lowrincome Afrikaners. Its name: Triomf. Alongside the

bi gger politics at work, Sophiatownds demol i ti
racialized norms of consumption and space, nor

andurécepean standards of s p aekerbpednstandardiofhei r nega
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s p a c e Minkley 1898).In the following section, | show how a racialized settler hierarchy of

6standards of livingb6smbdasr demge dneurmderacmiumald alt i
in livelihoods and space through various f or ms
whitesd, and bl acks were kept in O6their placebo

devalorized while both statend capital subsidized white labor, housing and neighborhoods in

multiple ways.

Racialized norms of consumption, O6wages of bl a

In Johannesburgbés early days, racialized nor ms
debates and strategies around O6nativeb6 wages t
As their primary source of surplus value, mining capital had tp kéeck wages low enough to

extract high profits for their shareholders, while high enough to compete with the farms and

draw black farmers out of subsistence agriculture and sharecrdpfaingonselen 1982, 14;
Beinart2001,86) The Chamber of Mines mndeplhey esd ad Aforsi
standards of Ilivingé as justifications for sup
mine compounds, claiming that as black workers had fundamentally fewer and simpler needs

and wants than white mearekert s,eyh iwiBaidafd200dma rks | easr:
7000. To induce waged wor k i n t henewneedssahd dgsireace, O
which required fulfillment{Burke 1996, 86)i land and livestock dispossession, taxes, urban

passes, debt and alcohol consumption for exaimplé not too many so as to demand higher

wages and higher skil[§abavu 1920, 121Yoo many needand desires, with only a wage and

no land, were viewed by a Commission on the Economy and Wages (1925) as dangerous: the
6detribalizedd wage wor ker o nHoughtoneadd Dagetc our s e t
1972, 86; Ashforth 1990Anthropologists with an evolutionary structurahétionalism were

key here to constructing the African as an economic subject out of place in the city and capitalist
economy into the middle of the 2@entury. As late as 1950, anthropologists working for the
Johannesbur g ONat i v eniaking stdteamentsabold Eqweto résidents suchwe r e
as Athe value of money and proper handling of
one cannot but notice the casualness with whic
within this multiplyreinforced schema, black wages were kept extremely low through the
compoundmigrant labor system, but subsidized by the unpaid labor of family warehoused in the

reserves both during and after work contrgéislpe 199569).
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Meanwhil e, Johannesburgbs white workers compl a
unskilled and senmskilled labor at such low wages, since black workers could allegedly live on

much less. By the 1920s, militant white trade unions arifameorganizations had elected and

pressured a new Afrikaans nationalebor administration to adoptthe-soa | | ed o6ci vi | i ze
labor policy from 1924Van Onselen 1982) A6 Ci vi | i zed | abor 60 was de

0 t laber rendered by persons whose standard of living conforms to the standard of

living generally recognized as tolerable from the usual European standpoint. Uncivilized

labor is to be regarded as the labor rendered by persons whose aim is restricted to the

bare necessities of |ife as understod amort
Circular no. 5, October 1924 Feinstein 2005, 86)

Trucking these evolutionar, randséeanbyisastbér
| abor between O6whited wor k daskapoakstarigdnticoldd wor k,
bar was put in plac&rom the midl920s, # skilled work was reserved for whites, as well as

certain categories of seyskilled, while black workers were confined to unskilled occupations.

White male wages were inflated across all skil
wages remained meagre. These job reservations
to conpanies in return for tariff reductions, reduced bargaining rights for workers and generally
increased state support for domestic industries and parastatals from théM&20s 2001, 21;

Greenberg 1987; Crankshaw 1997; Seekings and Nattrass 2005; Barchiest B@litgome

gains enabled by the color bar would incredsifiagilitate white homeownership, but not

without additional subsidies discussed below.

Enacting OEuropean standards of sPaced |: the

Handin-hand with these legislated assistances to produce and secure settler, capitdaeand

visions of racialized 6standards of I ivingé we

The first was disproportionate and early investments in white public housing. State intervention

in the field of housing was, like the civilized labor policy, anatmpt t o st abilize J«
increasingly volatile and organized white working class decrying chronic housing shortages,

hi gh rent s an(Barnbll1838)kccoddingte an OffiaahY@arbook of 1917, rents
weresohiy and accommodation so rare because of wh
appropriate housin@Dffice of Census and Statistics 191If) a city short on centrally located

andd f ordabl e | and, taken up as it was with mini

2 (Parnell 1989, 267)
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neighborhoods grew increasingly overcrowded and mauiial (Parnell 1988, 307)After a

deadly influenza epidemic swept through in 1918 (Parnell 1989, 263) and white race riots broke

out in 1920 (Nightingale 2012, 28®), the state intervened with the 1920 Housing Act. This

was the Afirst state igtesupphtyidoonoinet 6 halhe Na&Kxeg
whiteso and | eft out #t heiaprodactdfwhitehvorkilgelass Af r i c a
power (Parnell 1989, 264, 262, 26Bnather, the solution to the black housing shortage was one

of forced removal to tharban periphery (Parnell 1989, 264).

Over the next 30 years, the Housing Actos i mpl
on to lend three times more to white housing schemes as any other (Nightingale 2012, 363).

This first took the form of dect loans to more affluent firsitne home buildepwnersi almost

singularly to whites (Nightingale 2012, 263), and then from 1930, buoyed by the gold boom
(Beinart 2@®,e 1lo&)h,sofidwt municipalities for wi
Asubeacormmmisi n g-puble honsing with subsidized rental units (Nightingale

2012, 363; Parnell 1989, 2&).2

In Johannesburg, this public housing was built on-leethted land for white slum dwellers

removed from O6mi xedd mAraasstofuld28 and the Stums Adtaoft | ve Ur
1934, while black slum dwellers were evicted to peripheral squatter ¢aupell 1988; 1989,

265; Mabin 1992,40951 um cl earance was not only about en
6contaminatingdé saaiplubimi i hgambbkiedsaed under
of urban reformers (Swanson 1978), or about removing them from multiracial working class
struggles (Parnell 1988, 308). It was also abo
of s p atorieabgeogrdpher Parnell (1989) puts it succinctly: it was not just about separate

housing, bubetterhousi ng for whites (262) on better | an
houses of better quality in a more advantageous location than any biaetesident could

hope foro (Parnelll 1989, 267) .

The fAadvantageous | ocationo was facilitated by

removal of its African residents to the periphery, opening up-laedited, cheap land for white

“For Nightingale, the CHB is the fclosest South Afr
the i mplementing agents were not r eamdandepablicat e agent ¢
housing reformerso (2012, 361).
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settlementifi| ow density subur ba%Assudch thewisglaPemennds | | 198!
blackslumr esi dents to the citybs edge 6createdbd | a
bypassing suburban white oppositiPanell1988, 6 poor wl
3081 0). The Sophiatown removal in Johannesburghb
land for white public housing, aided by extensive state purchase of land around it (Parnell 1988,

312).

As for the housing quality, the Johannesburg C
city slums Ain homes explicitly designed to AN
364). This was not legislatively required (Parnell 1988), buectft white working class power
andt he mor al project ofTeppmp0dd) viiBgbépoonomwbot ésb
of spaced for white and -ldcatedchighgualityrwbite public e s apar t
housing schemes walibffer privileged avenues into private property ownership, once they

were put up for sale to council tenants from the early 1980s.

Enacting O0European standards of spaced |1 : Sub

The ending of the CHB budigeoe mandlunihmeg itwhé t 8e @ a
War marked an important shift in public priorities: from funding public housing schemes for the

white working class to encouraging white suburban homeership more broadly (the cheaper

option says Parnell (1989, 270)) thgbuother kinds of subsidies.

This wasnét the first such encouragement. I n t
national 1934 Building Societies Act to better regulate and protect building societies (savings

and loan societie§)the mainformob pr i vat e 6 h Gamboomandbustmes nc e

estate cycles (Edginton 1951-68) and ensure that they could meet their social obligation of

enabling home ownershipVarious regulatory and tax concessions and exemptions, in

recognition of buildig s oci et i esd® fsoci alalowedbuildegsocietiesl gi nt on

4 The mixed inner city suburb of Bertrams is the earliest example of this. Although the whole suburb was
06slum cleared6 in 1939, only displaced whites from
schene constructed ther@arnell 1988, 311)
%5 Under the Act, borrowers of mortgage or building loans had to be under 50 years of age; in possession
of a 25% or more down payment; and complete repayment withyje@@ (Edginton 1951, 200, 201,
212). All bonded land had to be registered, all municipal rates and taxes up to date and all buildings
insured.
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to attract a lot of depositndto offer lowerthanmarket interest rates on mortgad&m return

they invested in government bondsrowerfftr&se speci
effectivelysubsidizedby the lower rate of interest payableonrfax ee i nvest ment so (|
1983, 198).

AlthoudEur@opemnsd were not excluded | egislati ve

employed white men disproportionately benefitfrom this interestate subsidization, given the

more general gendered and raced exclusions of property law, the labor amar ket of

contract. f ew buil ding societies catered to I ndian
in Cape Townwhile iur ban nativeso, other than a few fAex
were not the concern of building societies but of the state, explaineda@eniidy history of

building societies (Edginton 1951,-32. Even without the legal obstacles to Africamnership

of Adburban i mmoveable property606, black i ncome
repayments or to build up the required 25% down payment (Edginton 1951, 35). Notably, these
financial and legislative obstacles did not exclude black depssthe Savings Departments of
building societies were fiavailable to al/l me mb

married or singlé’ We will return to this discrepancy in the final section.

White men also disproportionately benefitteahfi direct homeownership subsidies funneled
through building societies. The very successful 18340 Building Societies Government

Assi sted Scheme, afngr Eea x(aanmtaer & cedalnfineome lowerfi
mortgage down payments and intemases subsidized by the central government (Edginton
1951, 107). The posvar Housing (Emergency Powers) Act of 1945 initiated another such
financecentered scheme to boost housing supply, this time for more upwardly mobile whites
(Parnell 1989), with higér income thresholds and mortgage amounts, even lower interest rates
and longer repayment periodsda government guarantee against losses (Edginton 1951, 109

110). This 1945 Housing Actbés focus was fper soc

®For example, building societiesd exemption from st

shareholdersore attractive interest rates on their savings (to the detriment of other bank savings and

fixed deposit accounts) (Edginton 1951, 164). Their exemption from income tax also helped keep

borrowing interest rates low. Furthermore, building societies wermpixfrom certain parts of the 1926

Usury Act, allowing them to charge interest on owed interest (Edginton 1951, 136).

“Before 19346s Act, a woman married in community of
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deserved 6a home of h fcalsdowhiatkdousing provisienlwere 1 989, 2
booted (Parnell 1989, 26A.1 t hough the Actds subsidies did nc
housing support received by veterans in the US for example, some seteranable to gear

them against cheap suburban land inyeteran municipalities like Johannesburg, where it used

the Housing Acts powers to expropriate land for a veteran land IgReng 2009, 65P5).

Suburbs mushroomed across Johannesbargl some in the more affordable south too fer ex

servicemen (Mondeor, RobertshafRarrison and Zack 2014 )uilt by speculative builders,

rather than the traditionally popular contract builder, anxious to take advantage of these new

flows of home finance (Edginton 1951, 2@B)g. 10. The levé of suburban servicing was high
thanks to t hreighhbahodads e bat véawhihe | i onds share of
taxes paid by bus iowrers;blacme@ghboracodswouddiget nedher h o me

(Beall, Crankshaw, and Parnell 2002,.49)

8 More than 250,000 white Souttfrican men volunteered for service in World War II; white women and
bl ack male volunteers from South Africa were not al
the front.
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Figure 10: City Council of Johannesburg Road Map (JCC 1946)

Enacti nBguréoNooenan st andards of spaced in 6model

Black public housing was provided at scale only long after white public housing in
Johannesburg. The 1945 Housing (Emergency Powe
housing shortage as a white problem and a supply problem (Parnell 1989). The encdisisous ¢

in African urban accommodation was glossed over (Parnell 1989, 269) until the Smuts
government was forced to respond by désquatterd
numbers of black manufacturing workers and their trade unions, the pmtests6 New Af r i can
in popular discourse, and the growing reproduction crisis in the overcrowded reserves sent whole
families into the cityBonner 1995; Evans 199 anufacturers on the Rand were also keen to

see a more settled labor force and new consumer market (Beinart 2001, 130).
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After failed attempts to stabilize the squatter srterough municipai cont r ol | ed si t e a
s er vi c gBoonarmg®ds H21)mining capital, the central state and urban planners stepped

in to finance and const-subur baypiblichasmgifraen of mod
1947 to the late 195@F5reund 2007, 126)Thesesae al | ed O mode |l Native towr
cater for fAthe existing urban popiNevauwbaono who
migrants were kept out by bolsteriiglux control and its policingChipkin 1993, 2112)

especiallyafter the Nationalists came to power in 1948. These controls and new apartheid
legislatonwoul d be challenged time and again by org
Defiance Campaign during the 1950s.

The biopolitical goal s of Omodel Native townsh
urban African families and communiti@ginkley 1998; Posel 2005) r emovi ng Obl ack
from the furious O6whited city (Nightingale 201
of urban AfricangChipkin 1993; Robinson 1996nder separate authoritarian administrations
(Evans 1997); providing a testing ground for d
scientific urban planningral modern architectu@obinson 1996; Mabin and Smit 1997)

classlevelling upwardly mobile AfricanéCrankshaw 2005y hi | e &6t ri bal i zingd t
residentsbyinth owns hi p segregat i on (Pbhiggl98)eandigeneratingt y 6 a n «
revenue for the state througimt and control of liquor. There were also new accumulation

interests at work: building materials suppliers secured valuable contracts with the government

building corps, controlling the cost of materials for township hougemdler 198).%°

Ot her scholars have tracked these goals; what
townshi psé were constructed on inferior | and a

keepingit he financial bur deno (@afderveoodclds3,tlddheses hi ps a-

#The 1952 Native Laws Amendment Act granted additional rights to restle city-c a|l | ed 6sect i on
106 i fog privileged minority of African urban workers and their families who could prove they

were born in an urban area, or had continuous resic
whocouldaccessami | 'y housing in Admodel townshipsdod, rath

laborerg(Barchiesi 2011, 423; Beinart 2001,158) Soon t he apartheid regi meds
attempt to remove all ne8ection 10ers and those livinginamaongs6 whi t e 8 f ar ms Oback hi
% From Everitebrickst 0 f encing companies and steel windows an
made money through selling these b(bHandledli98/gri)inat er i al s
was estimated that some 80% of the cost of Sowet 060:¢
R37,35 million spent on developing Rand townships between-1989, Hendler is curious to know how
much ended up in private pgoats (1987,78).
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devalorizedownship neighborhoods and houses were acceptable under the logic of racialized
6standards of | ivi ngwr amaarn het aainklepd®98pff sap ddad
This allowed state housing experts to make seemingly contradictory statements such as the

following:

In Native housing schemes, the first object is to supply shelter at minimum cost to the
tenant, and the second to createavironment conducive to living a full and happy life,
resulting in the development of good citizens for the community of tomorrow
(Calderwood 1953, 113)

The tension bet ween iterdies bytthe aotidn thé yeey dittle[was] 6 was ob

required for o6énativesd to |ive a Afull and hap

Johannesburgds greatest aggl ome+iVasteinon of such
Townships (Soweto), were built on cheap farm land or former-owreedland, miles from the

city. On the wrong side of the mining belts and the-thestring wind, on top of unstable

dolomitic ground, no white suburbs had or would be built t(i@eaingfield 2006, 19%7).

Township plots were ngiroperly surveyed or deeded, as they were considered inalienable as

private property: they were public property on increasingly short leases. There were no township
property registers; township grounds weixcluded from the cadaster of landed property; zones

of exception where exceptional forms of government were permitted (little service provision and

few amenities; no representation; states of emergency, curfews and military intervention).

On top of tlis unsurveyed ground, mapsoduced houses, commonly referred to as
6matchboxesd6 for their uniformity and meagre d
standards. The planning and architectur al expe
p ol (Chipkid 1993, 211) entrencheddan €m r opean st athelnamediveonfo spaced
the practice by which Athe space standards for
to reflect t he (Baningfield2006.t204§ heminicmentcongliionstols o

construction were lowered on everything from roofing, taps in the house, and flooring. The
typical o6matchbox6 hous™®was4OminfleorskRand (the 651/

compris[ing]two bedrooms, a kitchen and a living room and were often built as semi
detached units. The original houses were built to rudimentary standards, with only earthen or
ash floors and without internal doors and ceili{@&all, Crankshaw, and Parnell 2002,

162)

%1 Named after the year and number of the prototype (1951, iiBe@)l, Crankshaw, and Parnell 2002,

162).
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These alienating, but n o t-opticonilagoutaveredade hormat ¢ h b o X
through the investments of their occupants, from structural extengicsmaller aesthetic

additions(Beall, Crankshaw, and Parnell 2002, 1&®spite the lack of ownersh(pee 2009;

Dlamini 2010) These came with new forms of debt: home furnishings were often bought

through hire purchase at exorbitant interests@@enner 1995, 122; James1) 95, 99)

Township homes and neighborhoods would also be sites of political mobilization and urban

claims making. By 1968, the high apartheid state had placed a moratorium on the construction of
family houses in urban areas and reprioritized baclhelsiels.

IV. Paternalistic practices vis -a-vis mortgag eable subjects

Why didnodét building societies put more pressur
or alienable registered property i ntacod 6 model
circulate and accrue interest? This after the Perm and the Standard Building Society had been

lending to a minority of black property owners exclusively in the Transvaal for decades
(Edginton 1951, 35). For e xyanbpllaec,k isnh afrreecerhoopl pde
out of the countryside by the 1913 Land Act we
large plotgGevisser 2014, 302). In fact, these wergo extortionate thahe Minister of Native

Af fairs would | ater intervene to |limit O6Africa
But i nstead, for more than 30 years, Ohewfi | di ng
the biggestbuil i ng soci eti esd6 company histories preser
faceofanalbb ower f ul st at e. f-Beartlease schemdif 081 naluitling he 99
society could help because there Warhousng | and o

ihad to bed provi déRbbelsyn 1833, 1%Ma mdmeobui heli sgatec

were not even able to help affluent bl ackso (F

Despite thisresigned acceptar i n retrospective, Johannesbur gt
with property speculators, real estate agents and their political allies in the Uniteddeiarty

| obbi ed against the creation of public housing
(Herdler 1987, 67). But Wilkinson (1981 in Hendler 1987, 67) argues they lost the battle to the

more Aproductived buil ding matenpereddéheirdobbyuppl y f a
given building societies6d | ongditsihmtardforng agr e e me

investing in government bonds.

51



| would add two additional reasons for the lack of building society pressure. First, building

societies already faced hupepularpressuré ia t r emendous wganst of prej
mortgage lendingot Indians (Robertson 1983, 156). In Durban, white fury against Indian
6encroachment 6 not only inspired the 1946 Ghet
societiesd refusal of Indian business (Roberts
Indian bsinessmen established their own ajpidymed Liberty Building Society in June 194t7.

was only after the Group Areas board had final
the 1960s that building societiae :10bdRaomeflfdstoiny
1983, 157). Perversely, Group Areas and its forced removals guaranteed Indian property rights

for the first time in yearMabin 1992,407) but f ar outsi de the O6white
Lenasiaon the farthest southern edge of Johanneslhage white NIMBYism had little power

(cf. Beavon 2004, 193Across the country, these vast new greenfield sites for Indian and

6Col oredd residenti al devel opment sduietinse f i tt ed c
alike.
And yet, there was nothing |like this availabl e

society absence surely was also informed by paternalistic attitudes about black contractual and
financial capacity with long histories. Wesee¢ i n Edgi ntondéds (1951) st a
bl ack mortgage holders were not only too poor
overcrowded subletting to make their payments (9&jthout any reference to the possibly

extortionate terms of theirmortgage T hi s pat er nal-nosrttigea gde dséc ohulr ascek
property owners and their tendency to 6sl umlor
forced removals of tens of thousands of black residents from Sophiatown and Western Areas,

some of Joa n n e s b ur graceal fréeebold subwurbs in the 1950s.

In a Parliamentary debate about the possibility of demolishing cosmopolitan Sophiatown in

Western Area$ something white rates payers in surrounding suburbs had been lobbying for for

yearsi theMinister of Native Affairs (soofto-be archapartheid prime minister Verwoerd)

argued that since Sophiatown pr ogquldettopagteat wer e 0

mortgage, bl ack owner shSpal RBRs1858® miev@ue ofi WWart wi

ownership when it is mortgaged in this way?0 F

would thus be best for both the édnatived tenan

freeddo or mortgage free iisn waa yo, mohdee | a rNgautei dv,e fitdoTw
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Areas removal scheme is one which is not only in the interests of the European community of
Johannesbur g, it is also i n timeverindebtedt est s of t
overcrowded, sluomwcbobhdi desnsesii6oiWet kase peopl e

1953,12j al t hough he apparently hadndot consulted a

Patriarchal law of contract

BN

ifWomen mortgagorso continued to pose a differe
South African marriage | aw. The | aw recogni zed
Afull contractual capacityo (Edginton 1951, 21
the caveats below). But in marriage, all property control was vastbeé husband, unless an

additional prenuptial contract specified otherwise, and so the bond would be in his name (218)

and staked on his income. This was despite the fact that married women could still be

independent depositors in building societies sthee1934 Building Societies AcAll women,

however, under Roman Dutch law had to have a man of some relation undertake suretyship or

act as a guarantor for theirdeptr omi si ng to assume responsi bi

debts in the case of defa(fidginton 1951, 219). It was only in the 1980s, according to the

press, that fAmosto buildings societies were
now prepared to accept pgifahapplitantgaanafiori e 6s s al
repayments on a bond. I n some cases a youn(
husband is a professional man whose earnings could rise sharply in a feWGaaes
Argus1984)

This reflected changes in the labor market as white women made employment gains in growing
tertiary industriegGrundlingh 2008, 151¥

The white suburban high life during suppression of black resi  stance and Group

Areas6 dispossession

It was during the brutally repressive but economically booming 1950s and 1960s that white
60standards of | ivingd and OEuropean standards
manifest in sprawling modern ranchuses and latest model cékd/slop 2000; Beinart 2001,

182; Grundlingh 2008\White homeownership was increasingly facilitated by the income gains

ofwhite wor kers and middle classes under aparthei

¥ Note thatitwas only inthe 1970sat mort gage | enders in the US start
income towards the qualifications needed for credit (Shiller 2005, 36).
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streams and uncontrolled suburban development through Group Areas white land reservation
and the sinking of overaccumulated capital in the built environf@ripkin 2008, 129, 131)

The old color bar was supplemented by adutht fAaf firmati ve action pr o
of the population registered as whites (Marais 2001, 20), especially Afrikaners and white

women, through shifting educational resources towards whites (Beinart 2001, 156, 180),

industrial protectionism and expansion of the state bureaucracy (Marais 2001, 21, 29; Barchiesi

2011, 40)* This helped secure middtdass status for most Afrikaners fie first time

(Grundlingh 2008, 145) while black Johannesbu@eegyes fell throughout the 1950s (Marais

2001, 20). White to black per capita income rose from 10 to 1 in 1946 to 15to 1 by 1970

(Dubow 2014, 101)

The Acons u g whites and fharwuburban homeownership, was buoyed too by new

and fAeasyo cr edi t). Ghanges im bankindlagislatiorsalloed ®ahks to2 9

reduce their cash reserves, releasing a lot of liquidity into cticalgBoreham 1971; De Kock

1981)** Afrikaner financial institutions forged out of the 1930s boom were helpfu|Ralxena,

Fourie, and Kok 1989, 159vhi t e publ i ¢ sector workers had ac
bondsdo with no down payments and other benefit
had housing provided in new companytowns,di Johannesburg Sout hds apj
Steeldale and Electron for workers in the stat
private sector workers receivéiinge benefitd employer loans or subsidies to help with their

housing cost>

3 A number of different interpretations surface in the historiography here: white affirmative action versus

white welfare statéSeekings 200Ajersus the nomvelfarist, but white workerist state (Barchiesi 2011)

versus raci al Fordism (Gelb 1993) versus a Araci all
devel op me(Arighi] Aschdffaandesoully 2010, 424)

3 Historian Grundlingh (2008) sees this as a period of fundamental change in the meaning of money,

particularly for Afrikaners (his objectof study. Whi | e t he early 1950s had been
stabilityéo, the 1960s were about Adspend[ing] for
creditenabled consumer culture had political effects: Afrikaners become increasingly indididciass

based and secular subjects rather than the 6évol kb
148; Hyslop 2000).

% These ranged from a subsidy paid in cash directly to the employee or building society to pay off the

employee@ds ltaméul by taxable subsidy, unless in an i
mid-1980s); an arrangement between an employer and a building society to charge the employee a lesser
interest rate, i n ex c-fiee mgsrentvoththeauildire sogiétyo(with modax | nt er ¢
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White credit access and protected wages were matedidtizeew suburban sprawl (Fig.)11
AJohannesbuSkgari me tihlel @ olsdom of the 1960s was ¢é
property developmento (Chipkin hiteQuBderGBltpd) . Ext
Areas(Christopher 1994, 108)f uel ed a firel atively uncontroll e
at A moder aBeal [Claikshaw andcPareell 20@8) |, in both the north
south.Publicinfrastructure investments in new highways connected theseifarsuburbs;

while financial institutions poured their accumulated capital $pt@wuting shopping malls and

decentralized office nodesihe North as well as apartment superblocks in thg@itga 200;

Chipkin 2008, 252)Gold mining companies watching their profitability fall also turned to

property development from the late 1960s, opening up new suburbs on their freehold ground

(Harrison and Zack 2012)

ESTHBUSHMENT DETES CF TONNSHIDS

e i S e e JOHANNESBURG - ESTABLISHMENT DATES OF TOWNSHIPS
Figure 11: Johannesburg establishment dates of townships (Smith 1966)

implications for the employee); or a direct loan from the employer to the employee, on which either no or
low interest is paid by the employee (with different tax implicati¢gfs)ance Week 984).
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In this shifting milieu of credit and consumption, suburbanization and status, homeownership

became the norm for white men and their households by the 185 @ge as the mid980s,

some 70% of white horrewners benefitted from some sort of public or private employer

subsidization of their home finandéiltance Week984). Across the mine dumpgwnship

housing grew overcrowded with siditers, as less aress housing was built in black urban

townships, and more in Bantustans from the 19W@in 1989, 7)Forced removals continued:

some 3.5 million people were forcibly removed between 1960 and 1980 froraraaining

O0bl ack spotsd on oOo6whited private property (far

Conclusion

In the 1990s, South Africanist geographers were challenged to move beyond mapping the

relationship between race and space, and proliferating yasiled studies, to work towards

more caeconstitutive histories of racialization and the racialization of sgaamell and Mabin

1995; Elder 1998; Ramutsiath 2002) This chapter returns to that challengeasgs
Johannesburgds property and debtvastiracillr ast ruct ur
inequalities in terms of property ownership and access to finance were produced both through
dispossessn and discriminatiomndsubsidization and protectionism. The chapter drawsbut

the cityds histori ogr afourformativecitegat whigh tleepetationsal s c h
between property and debt, race, space and risk were worked at dedguasivin material

practices. | named these as racialized enclosure; racializing tenure and contractual capacity;
racializing 6standards of |ivingé and 6standar
mortgageable subjectSutured into the productiasf Johannesburg space and the technics of

property and debt themselves, these racialirszbdrses and enactments would be obdurate
institutionally, materially and psychosocially long after the repeal of legal segregation, and less

guestioned indemandsai ni ver sal i ze the O6rule of propertyd
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CHAPTER 2 Freeing the markets: reconfiguring race and place, risk and reward in
Johannesburgdés property and debt infrastructur

A historical vignette

In 1986, on the far southwestern edge of Soweto on a farm called Zuurffegot?), an

enterprising white Afrikaans lawyer with politicahd farmingc onnect i ons figot hol «
| and un diethe rights to dewefop that land if he could raise the capital (Interview with

Levin, 2013). Hedging their betie lawyer andome partners in the construction business

bought another thousand optionstome c¢ci t yés nort hwest boundary t
homel and and that wh dlhteview with Legirm20033 thenstate ofwo r ki n g o
emergency in most townships on the Rand was making that obvious. So here they were, staking

their futureon a gamblé that black urban private property was on its wand would happen

at scale on the most marginal land in the city. In places like Zuurbekom with its dolomitic

ground, prone to sinkholes, but with white NIMBYism to prevent it, unlike hisorthwestern

options

This land banking business was of a different order to the construction companies that had
already gotten in on the new upmar ket | easehol
top edge, a new suburb, Diepkloof had been buifiusiicly-owned township land between the

old Crown Mines labor hostel and the mine dumps. This was thanks to the instating of

mortgageable 99year leasehold in black townships from 1979, after lobbying by construction

firms, building societies, employersespecially the bigonglomeratebke AngloAmerican-

and the Johannesburg City Council. The Council had been making the ca@8gdar township
leasehold for years, one city officitylyc | ai mi ng such concessions wol

heavenstofal © or fAendanger t IfThe SE1972)e mands position

In fact, they stood to do quite well off of housing the growing number of wbitar black
empl oyees trapped in their vitamowheret® g otherer cr owd e
than expensive il legal sublets in the O6greying
town. Those whiteollar jobs came with fringe benefits like reduced rate home loans that
needed a home to be secured againgll. with an income to be saved or spent. Standard Bank
had even opened a Diepkloof branch, and the to
Blackchain Shopping Centieafter wrangling with the conservative Township Administration
Board who refusedtgrant leasehold for years.
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That sort of problem was what the 198oen committee had been abouinding ways of

enabling 6private sector involvementod in O6bl ac
had gotten township leasehold rights brosateto include developers themselves and

employers, township new build was going to take dffeyrcould all accesst he housi ng ma
of t he(NdtauMercury@a81) valued at an estimated R1000 milio And it coul dn
have come sooner, with the white housing market taking a dive and unemploigmneni the

down-and-out construction industry

But all this meant that townships were going to run out of landhaed e 6 s wher e t hi s
enterprising whitdkawyerwas going to be ready. Hedd already
I nvolved in the Nationalist Party, he and s ome
the Black Communities Development Act of 1984, which | owed FfAcert ai d ar eas
outsideoftheex i st i ng ar eas( Ifnotre rivli accwk wp et ohpvhyeeéwiasn , 201 3
standing in Zuurbekom, ready to pldne long gameAs a localwardcouncilor put it to me 30

yearslater AWhet her scr upuliomuwe sotr menmtingh Qouhcildowearsv iae vg o ¢
Mogase 2013)
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Figure 12 Map of Johannesburg'shgsical constraints (JOMET 1991)
Star marks the position of Zuurbekom farm; the stripes indicate dolomite, the green, the Zuwbgkom
compartment

Introduction

Thisvignetteserves a few purposes. It introduces us to a land development company, rather

uni maginatively named Township Realtors, that
residential landscape for the nextyéfars. We willreturnto them. But more generally, the

vignettegives asenseofhowohannesbur gbés pr opevagbhgingand debt i
reconfiguredduringt h e 61 o n § the crisssfilled late aparthéid period and its attempts

at both refom and repression, and the negotiated beginnings of democracy. Theséoohggan

before the democratic el 4991repeabcf allacially-th®e® 4, or ev
land measures (scrapping the Land Act, the Group Areas Act, the Developmerukof Bla

Communities Act) that promised a universalmoa c i al o6 r uOwrallgtfesepr oper t yo.
reconfigurations worked @itrivatizing black township housing stock and its provisieducing

state housing construction, and creating forms of black homeowménsdtateowned black

townships, and finally, on other approvadvateland like Zuurbekom.
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Thosechangesr e t horoughly described by critical sct
captured in the many Commission reports the state convened arosmdnikters from the late

1970s.By the early 1990s, the material effects of thdsiisinJ ohannesbur gbs prope
debt infrastructure were highly uneven. By the end of the 1990s even, most black
Johannesburgers cont i nu eTdis chaptercamses thapteode unevent g a g e
effects were mediated by the obdurate material and discursive racializations of property, debt,

ri sk and place described in Chapter 1. Progres
underestimated this,irsta d poi nting to the | imits placed on
liberalizing property rights by an economy in crisis or political stalemates.

Tobeginteconver sation with that o6éapartheid cityo6
different analyses of thehangingproperty and debt infrastructure offered by progressive and

radical scholarship at that time, \asvis liberal interpretations. I timemapoutl o hannesbur gbés
uneven landscape of housing and finance at the end of thei1@80&ing to old and new

inclusions and exclusions. | go on to make my argument through three moves in as many

sections, supplementing this scholarship as secondargeswith primary sources from

newspaper and institutional archivfe®dn ce agai n, I work specificall"

and 6white homeownershipbéb and their different

My first move is to argue -Ehrneopedhr Stcaoammmamal off
embeddednateriallyin township construction continued to exclude township properties from

privatizing or deracializing moves. Those devalorizations of black spaam facilitated old

and new white enclosures of land that once again set the terms okladwilt environments

would beproduced. The second move is to show mewinclusions and exclusions were

produced through the undoing of the racialized suésithiat allowed white male mortgage

holders to access lowdnanmarket interest rates for 50 years, via the demutualiZation

privatization of membeownedbuilding societiesS o ut h A értgagecirgedest ratas were

now Omar ket r dendng subjextriothe wagarie¢s gfstareholder value. This

contributed to further racialized financial exclusion from the mortgage instrument, and the rise

'Namely, Standard Banko6s company reports and press
Institute of Race Relations press clippings at Wits Historical Papei &nd n eoliettionsat SAHAI
seemethodological note for more.
2/ Bmutualisation is the process through which any merobeedo r g a n i izaanutuabsoabety or
cooperativé fibecoms a shareholdevwned company. fiis company could either be listed on a stock
exchange or closely held/lits shareholderg. Edonomic Time2002)
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of other more predatory lines of credit. The thindve of the chapteracialized and spatialized

di scourses of property and contractuat capacit
payment 6 and 0 eeinfarcedihm eetilining of black tovenshipsoand inner city
neighborhoodshroughout the 1990s. At the same time, black progentghase in former

6whited sewbowhshapdextensions wasnodét redlined,
relationship between racialized risk and space.

This is not to make a case for overdetermined continuity, in which contingency and conjuncture
disappear. | end with the role of the new demaocratic state in negotiating with capital on both the

finance and the land side, to redistribute risk therein. | also briefly map the changing

configurations of racelasspropertydebtrisk in Johannesburg. Rathénis chapter seeks to

make the case faontinuing to pay attentontohe constitutive racializat
property and debt infrastructure, andrigsvarticulations with interest rates, civic mobilizations,

accumulation strategies and gaweental projects.

Liberal, progressive and radical accounts of 1980s property and debt reforms

For liberals and their allies in conglomerates like AngloAmerican, building societies, property
developers, black business associations, and opposition palities, these late apartheid

reconfiguration®f the property and debt infrastructure were responses to what forces of supply

and demand were al r eadbgmop1961)Tihey argued thdétthea t he gr o u
irrationality of apartheils di st orted, racialized markets was
deracializing, privatizing forces. For example, supply and demand were pushing up the color bar

as the economy faced militant strikes, massive skilled labor shortages especially in the growing

tertiary sector and stagflation through undensumptior{Crankshaw 1997)l'he growing

tertiary sector was hiring black employees with urbane expectations and a rising disposable

income. This was a middle class perceived to figbawark againstrevolutiadd ( Beavon 2004
226).Forces of supply and demand were also undoing the geographies of Group Areas and
influx control. Johannesburgbés inner city Owhi
illegal and profitable sublettg, and its outskirts filling with shanties that white farmers got good

rent for.For liberals then he state just needed to catch up with what the market was already

doing, if they were going to avoid revolution and save capitalism in the process.
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With revolution on the doorstep after the 1976 Soweto Uprising, organized corporate lobbies

|l i ke the Urban Foundation worked to speed up t
(Beavon 2004, 226)hey worked hard at freeing marketaoney, labor, housing and mortgage

markets- from what was now framed dlse costlymeddlingof a conservative, protectionist and

violent statgPallister 1988, 69)Fig. 13 . They saw the dédyhamizing of
discursiveshorthand for the commodification, privatization and homeownership drive described

in the opening of this chaptéras an important part of this lobby wqioaden 1980; Morris

1981) and tabhgeiessehct this &sproof of their succe@dnancial Mail 1979; Urban

Foundation 198713).

A free enterprise system
needs people who are
free and enterprising,
Without equality of
opportunity, they can be
neither. Free enterprise
requires the removal of
harriers and restrictions,
social and political as
well as economic.

(GG Anglo American Corporation

Figure 13: Anglo-American advertorial in Leadership magazine (Urban Foundation 1987)
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I n more critical anal yses, ithe Urban Foundat.i
(Pallister 1988, 75yF or progressi ve schol artlerewasiittei ng on t
ideological tension between state and mar ket a
18). Rather than reflecting any natural forces of supgplgt demand or simply the acceptance of

a successful liberal lobby, the scholarargued that the late apartheid transformations of the

property and debt infrastructure were strategies of an increasingly illegitimate state to deal with

the growing urbanresis. Attempts at privatization and homeownership ranged from selling off

half a million public hous e ¢MaBinandParset I083nt ed pr i
encouraging selbuild siteandserviceschemes, and facilitating new privatelgveloped

township housing through leasehold. Materially, these strategies tried to reduce state
expenditures and responsibilities in édblack to
homeland strategy (Mabire89, 7). But they also had political purpose: the incremental

deracialization of property rights were tactics to contain growing discontent and mobilization

against the illegitimate state and the unlivable conditions of black life in townships and

homelams (Mabin and Parnell 1983; Mabin 1989; Swilling, Humphries, and Shubane.1991)

These tactics wetrael psitawiarioghgaiBsantrhird$ (8vHAM)

campaign for dédurban insidersé, while soldiers
1 9 8 dtatedof emergendBwilling 1990) This progressive argument mirrored townshipobiv

campaigns against housing privatization as a digitttconquer gentrification strategy

(Western Cape CAHAC 1984; Chaskalson, Jochelson, and SeekinggRig87)). Few

bought into thessetatetactics, and mass mobilizations through rent and rate khsyowhss
stayaways, and street protests only increased
its privatizat i on (Mabin1®89e20)yhe staie inpracticetcantmmedthi p s 0

be actively ivolved in housing provision throughout the 198Parnell 1992)

% Generally, for critical scholars,he UF was part of Prime Minister Bot
militarization of foreign policy and everyday life under a state of emergencydgleite piecemeal

WHAM reforms( Pal | i st er et al 1987; Swilling 1990). At t#h
ghettodéo that South Africans fAdwant to get out of 8¢
il ead storm trooper f or nZE6)lresioesiblafbrthe commadificatipnoof i cy 0 (

township life.
“f [ S-prgahifed township bodies whose purpose was to construct a popular form of grassroots
democracy and oppose il |l egiTonlimametal. 20638 e contr ol 0 (1
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Figure 14: Dangers of the new housing deal (Western Cape CAHAC 1984)

In radical critiques, these late apartheid transformations of therpr@mel debt infrastructure

were not just political strategies by a desperate state renegotiating the distribution of the costs of
the social production of labor power in the townsliipsndler 1987)These deracializing,

privatizing noves were explicit accumulation strategies of various fractions of capital, and their
active |l obbying of the state to open those
framework(Swilling 1990) For ex anpuid dddeer s ekd® schemes
used indemolished s qu at t er ¢ a niqblsied fovbg buitdinganaterials |upplers
(Wilkinson 1983) It was construction companies and building societies anxious for new revenue
streams who lobbied for allowing new privatelgveloped township housing for whitellar

workers, aided by the legislative extension of leasehold rights to developers angezmpl

through thel982Viljoen committeg(Wilkinson 1983; Hendler 1987It was no coincidence that
there was an 80% increase in the cost of building materials between 1980 aridetrg8sr

1987, 69) After further financial deregulation by the late 1980s, privatized township housing

ard black homeownership offered spatial fixes not just for construction capital, but also finance
capital looking for new sites of investmeaspecially under sanctio(Bond 1990; Swilling

1990)1 n Sout HO8GshH fr i mammsi a(@Bone 2090)trefinancial sector had
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burgeoned through corporate mergers and speeelinvestments in liquid assets and real estate

while the primary and secondary sectors of the economy flounfdisedis 2001, 66; Bond

2000, 9; Goga 2003, 73For radical scholarsptwn s hi p housi ng was the nex
i nvest ment ,damendd ufsthomwmtfi erapi t al (Bamd1890t50)wns hi p
underwritten by innovative famcial instruments outsourcing risk to the state and home buyer

(Swilling 1990, 22; Bond 1990, 50).

Constrained commodification of & bl ac k Hhe end of apgriheidb y

But despite the accumulation strategies of finance and construction camitdde political
tactics of the late apartheid statee commodificationof township housing remained partial by
the end of apartheid. Here, | sketch the ways in witielmaterial effects of the 198fiforms

to the property and debt infrastructure were lyigimeven in place.

Between 1983 and 1988, only 15% of public houses in Soweto had been privatized (Mashabela
1988 n Parnell and Pirie 1991, 13% was only through the later political work of the Soweto

civics in the 1990 Civic Accord that thelseuses were transferred finally to their occupants.

Comparatively, it was new build oO6black housing
adjacent to the old townships that had been more pr(fiticnell and Pirie 1991, 139)his

increased from13% of building plans passed by local authorities in 1982 to 58% in 1988

(Swilling 1990, 31)Nationally, estimates ranged from 62,000 rntgages registered to black
household¢Adler etal. 1996,131) o Anearly 200, 0000 township un
private s e(Band200b, 4D).\By theS®&19Q 1990s, banks and parastatal development
financiers claimed to have |l ent R10 billion in
(Porteous and Hazelhurst 2004, 125) The mani f estation of these we
ofsububant ype housing now | ie adjacent to al most ¢

servicest arred roads, electricity, water, sewageo

Around these suburban extensions t he maj ority of bl ack Johannes
worsenirg shortage oflow ncome housingo with growing 6shack
inner city Osmpeatwviogbdbfiidamgi sgtgroundso for sc
elsewherdParnell and Pirie 1991, 143)

65



But by the late 1980s, even that private new build in townships had tailed off (Bond 1990, 49;
ParnellandPirie 1991, 142).Mu | t i pl e i nt er e s tnordiddeepenm@ i kes di di

economic depression,inceea ng | evel s of wunempl oyment, #@l and
mat er i a(Bend 20Q0r 17)Byl 1994, banks claimedthRt2 bi | | i on of t he fe
R10 billion they had |l ent-ptofo@menvd gtoowmshinp ah o

(Porteous and Hazelhurst 2004, 125)moratorium on mortgage lending in townships began,
whilemoremiddlec | ass f or mer &6 whi bdesegregaté ajtéy thesrepbaliaf bs b eg
Group Areas.

| want to posit that in combination with mass mobilizations and interest rate hikes, economic

mal ai se and rising construction costs, these |
1990, 49) during t long transition have to be read in relatioth®s discourses and practices

that racialized space, notions of property and risk in Chaptertiie three sections that follow, |

first track how the devalorization of black labor, township housing steadand tenure

militated against their privatization, as well as facilitated new racialized enclosures where those

i ssues would be O6addressedd. Il then consider h
the revoking of their special exemptions undid a critical subsidyhd&vaomeownership at the

very time when black homeowners needed this. T
worl d of high finance and s ha ofdiilding soeiatiesv al ue t h
made for deepening racialized financial exalnstombined with predatory inclusions. Finally, |

argue that in the 1990s, we see the deep articulations of racialized and spatialized risk in

redlining township@a nd J o h a n n e s pbwhilte gh@rtgage lendirg to newiblack buyers

in formerwhite-only suburbs was possible.

I. New rounds of exclusion and enclosure through old racialized spaces and
practices

The wages of blackness and the end of fringe benefits

The first constraint on dynami zexpioigatioo dfdlaekc k h o u s
workers which rendered most too poor to take advantage of the sale of public housing or new
developetbuilt private housing. In 1990, the South African Institute of Race Relations (SAIRR)

reported that 70% or more of black households needed fihassiatance to afford

® Only 11,000 houses ifblack area8nationwide were built that year (Urban Foundation 1990).
® From 12 to 20% in 1989.
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accommodation in the private market, due to incredibly low wég&aHRR 1990) This meant

that even the discounted prices of public housing during the Great Sale remained prohibitively
expensive particularly forbtak and & Co (Parned &hd Pirte 9913 138hs

contradistinction, many white public housing tenants, with their protected status in the labor

market, could buy #ir well-located public housing units at these discounted prfi@smost

township residents during the 1980s, state rental housing remained the most affordable option
(Wilkinson 1983, 273),orsiteands er vi ce shantytowns orardos,quattir
increasingly, inner city buildings.

It was a minority of black Johannesburgers who saw their incomes rise after the slow removal of
the color bar since the Labor Commissiomsponded to black industrial action and growing
business complainbout manpower shortages in the 1970s (CranksinaRarnell 2004, 362).
Through these, established black urbanites had increased access to skilled jobs and higher
wages, the right to join recognized trade unions, and by 1979, greater tenure secugty38rou

year leasehold. In practice, racial pay gaps remained stark and racial hierarchies took new forms,
often articulated with the changing gender dynamics of the work(Gaqee Timed978;The

Star1979; Motanyane 1985ASB(]L985)8

With those whie-collar jobs, andnewnetti scr i mi natory O6codes of empl
to fringe employment benefits that included redud home loans or tefkee housing

subsidiegStanbic 1978, 8; Cohen 1984or a short time, this offered an avenue to

homeownership for a minority. By the mi®80s, legisition was in place to introduce fringe

benefit taxatiori thesec a |l | e d ({Fmance WWedk @84chWith a huge number of

mortgages subsidized by employers through these perks (ser@®0f mortgages dlhe two

biggest building societies), these benefits had come under scrutiny for pushing up housing prices
and being used fias a t ax do dwoafiinge iehefitctdxede mp |l oy €
and reduced, losing out on a housing sub#idywhite suburbanites had enjoyed for decades,

under O0free marketd maneuverings.

" See Mamdani 1996; Ashforth 1990; Greenberg 1987 for more on these dafrissions.
8Whites held onto their employment privileges throu
associated wages.
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O6NeElur opean standards of spaced come home to r

Many township houses were ineligible for mortgage financing even if their occupants had been
able to afford to purchase, or waret politically opposed to it. This was due to the
deval orization of black space since the 1940s

European standard of spaceb.

This racialized devalorization surfaced, for one, in the form of low buildangdstrds. Despite

the apparent willingness of building societiefitancethe purchasef existing township

housing, sometimes requiring only 10% (instead of the usual 25%) down pgiuesge

1984) t hey would not grant building | oans towar
municipal township house because theiilding standardsvere not up to code (Jammine 1983,

8-9). This criteria effectively excluded mastisting township houses built under the logic of the
O6n&Ecmropean standard of spaced, except those of
their house up toodeon their own savings. Some houses never even went up for sale, being too

poorly corstructed or subdivide@Mabin and Parnell 1983, 154)

The Urban Foundation lobbied for building societies to lower their building standard

requirement$ but with unfortunge results. Low building standards and poor workmanship

would define new township development too (Thomas in Rode 1992), with developers using
6experi ment al 6 [(Robertsahil98,0189) shartduts, aid ougsbuecmgsmalt

time subcontractors used to working at lower specs for the municipaliiyt o keep down c
(Rand Daily Mail1983) There was little quality controlrgegulatory oversight. The

devalorization of black space through substandard building codes continued, again, under the

rhetoric of efficiency.

6Communal fictions® continue

The othering of township property also reared its head in the form of unsurveyedistered

township stands and unequal forms of leasehold and freehold. This was a product of the

racialized enactments of the bifurcated state that rendered black property communal or public.

Under this logic, black space did not have to be legiblbdrcadaster in the same way;

alienability as private property was not necessary, and so the resources for surveying were not

all ocated. However, as building societies woul

unregistered premis€éBLA Legal Education Centre 198&he majority of existing township
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stands were excluded from mortgage finance. There was not even a township property register
until 1994.

To make township houses legible to thstitutions of private property, tenants who bought their

house from the municipality first had to pay for the private surveying of the site before they

could convert it to the noywermitted 99ear leasehold and only then try to mortgageatvery

expengse process (MabiandParnell 1983, 153). One building society tried a workaround

using 6deeds of sal ed i nisasevatdataoderroaprocessgi st er ed
(Menge 1984} hat still kept township property as 0ot

New build township developments were also slowedrnsurveyed and unproclaimed state
owned township land. Township establishment and proclamation could take years, although
developers tried to work around mpbying for the interim registration of titles without full
survey (BLA Legal Education Centre 19879nd by pressuring and bribing local councilors and
Development BoarddHendler 198Y.

Thenthere was the fact that leasehold and later freehold rights remained qualified in patronizing

and racially exclusive ways that continued to confine black property ownership to overcrowded

6bl ackd areas (until the r eqdtadlspeculfation by whiteac5r oup A
private intereswsedd fowmehilpgsodsFaeehold of <co
struggle since the 1950s removed black freehold rights. Township civics, for example, refused

the terms of t heasehdl@Ginseeadtof fréehdldetite Samvetd @wvic Ad$sociation
demanded home ownership Aonly on condition t ha
60i mprovement sd be t he andRaingl 1983, 156).uButwhenc he me s 0 (
freehold was finally wrougft r om t he state under iits new regim
(1985)? it was only permitted in areas under the administration of illegitimate township

authorities, or as established by the Minister of Community Development, or where private

developers hdibeen given permission for township development through the Black

Communities Development A¢Tlhopane 1986)Leasehold could be converted to freehold,

through application to the original freeholder and for a conversiofBlet Legal Education

Centre 1987)

° By the end of 1986, influx control had been relaxed, the Pass Laws repealed, some petty apartheid rules
revoked, norracialt r adi ng areas opened, and freehold rights 1
(Rogerson & Parnell 1989, 18).
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The terms of conversion were patronizing and exclusionary in various ways. The applicant for
freehold had to be fAéda compet enSouthpAficamrahed 6 wh o
homelands, or other lawfully resident black immigrants from other parts of Africa (who had

been allowed in since 1985), or a township developer, an association, or an employer. The
freeholder could not be a black woman married undev ¢ | l aw without their I
(BLA Legal Education Centre 198 Black women married under customary law were allowed

to engage in contractwhether property or loarisfollowing the Cmperation and Development
Amendment Act of May 198%lowever, few black women were registered tenants of public

township houses, historically reserved for black male workers and their families (Parnell 1991,
34)1°Wwith conversion costs and surveying castaffordable to many township residents, it

meant that white developers like those in the opening vignette were much better positioned to

bank up township land.

New racialized enclosures

Even when more | and 6Wwaeopenédaup, thaseurend petsistedconkitea r e a s

1]

devel opers banking | and for O6black housingb.
area of land proclaimed for the development of African townships [outside the homelands]
increased by 65%0 ( S& dd& 22]18567éechares wern releabed in T98& n s v a
and 44,997 in 1989. Much of this was snapped up by private developers (SAIRR 1990), to the
detriment of setbuilders and small black construction firms (Thomas in Rode Report 1989, 47).

And with no otheravial abl e | and i n (&StanbipX988ylditiede dbvelaperk ar eas
monopolized the market, catering only to the highest bidders, keeping lower priced property
scarceorjusihol di ng vast amounts of -endlmyestoi ced | and

develop at higher prof{unknown 1990, 9)

Those prices were further increadgdthe cost of servicing greenfield land feew private
6bl ack housingé dew®00a ptand, a iuge,costrwhichrihie stage hadt R 4
historically subsidized in white suburbs (Kentridge 1996, 171). Without that general

infrastructural subsidy until much later under democracy, segvail infrastructural costs

19 Before the end of influx control in 198&w]omen who were legally working and living in towns, but

who were barred from official housing unless they lived with their husbands or fathers were then expected

to Ilive in hostels, or to become registered | odger ¢
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were born by home buyei x cl udi ng everyone but the more af
ithe difference between the pri ce (Harfis2@ld)awd agr
T was the core soce of accumulation for developers like Township Realtors on the cheapest

land in the city (see Chapter 6).

To get around this infrastructural cost for poorer households on wors¢harajtgoing

government, with the push of developers and mining carepdooking to offload land around

Soweto as gold prices dropped, passed the Less Formal Townships Act (1991). Rather than
subsidizing infrastructure on these land holdings, the Act just allawedi | ower | ev el of
than other toweay hwerse .sd nldewdi,ntsome instances
di stinguishable from shack settl|l emédartisero t hat t
and Harrison 2014, 29Black property owners imdevelopments established under such terms

found themselves once again owning property th

infrastructural quality as property in white suburbs.

[I. Ending subsidies through building society dem utualization

During the 1980s, the primary institution of housing finance in South Afriba building

societyiwas itself transformed through O6demutuali z
underwriting.Just a note on (de)mutualization: historically, binigpsocieties were mutual
societies owned by their me mber s, not external
exchangd&Cranston 2008)But with demutualization, building societies became shareholder

owned and listed entitie like banks, and mortgage finarmecamecaught up in new metrics of

shareholder value. Of course, this demutualizing process was taking place simultaneously in

other neoliberalizing placestich aghe UK (Martin and Turner 2000 iAalbers 2015) but how

it was achieved locally, through what debates, and with what effects are considered here.

Despite the silence on tiansformation®f building societiesn the progressive or radical

schol arship onigihweenn atphagitrh emar ec idxydl usi ve f ocu
rather than the changing conjunctures of property and debt more genéeatiye that

demutualization was also a core part @ ttansformations to the property and debt

infrastructure during the long transition. In the financial media of the early t4 9&0s, indeed,

this appears as a very Ol oudd conversation.
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Further mor e, t he 6deat hméantdhablatktberrowers,toncafinalp ui | di n
let back into the property market andaaially integraing world of banking, would not benefit

from the same lending advantages as the generations of white home buyers before them.
Demutualization contributed then, to deeipg racialized exclusion and dispossession through

the changing regime of subsidies and financialization of mortgage finance. This despite the fact
thatbanks and building societies had formally integrated their services and premises for black

and white astomers since the late 1976pening blacknanaged branches in townships and

homel ands for the first time, while desegregat
branchegPretoria Newsl978;Natal Mercury1978; Kennaugh 1978; Déos 1980)"*

What led to demutualizatior®! ong wi t h |labdyrbarketsand housidgfmarkets,6

economists and bankgre lobbyingrom the late 19706 or t he &6éfreeing6 of th
market from a building society cartel protected by théegFinance Week981c) Those same

banks were trying to enter the mortgage market and were struggling to compete with building
societiesd | ow, ¥Whasti dfi zleldowed dwawmgrdiigagaetsgage w

weekly financial magazin@-inance Week 982)

The state established two commissions to investigate the niditiEnically, building societies

had been fiexpect ed biymottghge raabeldwdrenarket levels, foro ke e p
the socially desirable purpose of assistinghoamener s wi t h rel atively che
for tax-free savings facilities, lower capital reserves and liquid asset requirements, and

investment in presityed government securities (RSA 19823)2 But the special commissions

concurred that this protectionist arrangement needed to end (RSA 1982, 5). It was distorting the
efficient flow of mortgage fund@&nowler 1981 ;Financial Mail 1982) Belowinflation interest

rates were feeding inflation and consumer indebtedness as people took out bigger and bigger
mortgagegHogg 1981 Finance Week981a,1981h Citizen1981). The government had

already Otmatyéaeold Hie Putchase Actin 1981, in a bid to reduce indebtedness
through increasing cr ed(Dltkers 1981 atorgavithmorat es t o A n

“"After oscillating between providing fAethnic bankir
mai nly because fithe bl ack market response towards ¢
(De Vos 1980)
2 Barclays sarted offering retail home loans, not building loans, from 1982; Standard Bank from 1986.
“The new credit |laws increased the maximum interest
and hire purchases fr om JYah®6m ondoarfs oraler R59Q and 24%/dneusn, s u c |
on R5061000, and 18% above th@lckers P81; Horler 1978)
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consumer protection$ludson 1981; Chandler 1981) practice, these increased interest rates
fell particularly hard on black borrowers and low income earnecsuskd hire purchase more

and took out smaller (and now more expensive) I¢@hskers 1981)

But in adding insult to injury, building societies were feeding inflation witrstisidies othe

state, employers and other sav@eans 1981and simultaneously using these advantages to

encroach on bank activiti¢ginancial Mail 1978) The verdictRemove these privileges;

demutualize building societies to become egtutyded institutions that compete with the banks

for funding on the capital mar kets with Aprofi
regulation(Fridjhon 1982; Hogg 198Finance Week984b)

Yet home financeds subsumption into the world
conclusionMonetary authorities, banks and building societies battled over the Building Society

Bill from 1983 to 1984 Financial Mail 1984a 1984k 1985a) When it finally passed, the Act

was a compromisenot forcing building societies to demutualize, but biased towards

demutualization (Jiya 1991, 1'But the governmertiad already started phasing out building
societiesd tax conc e s sthaminilaionanterést natest Instead bfe m, t hei
gener al subsi di es, the Minister of Fi nance ann
rat e s ub s irihcomesfiosttiiechome Ibuyeavsefrom 1988alkena, Fourie, and Kok

1989, 104) This repealed a critical subsidy of homeownership over the past 50 years at the very
moment wien black South Africans were finally beginning to access mortgageable property

again.

Perversely, the new system once again subsidized thousands of white homebuyers. For while the

new individual subsidies under the State Assisted Homeowner Scheme twergaily

exclusive they were economically accessible to only about 20% of black households, and even

fewer when interest rates ro$dt was for thisrelatively affluentlack minority that private

devel opers built thei rPamelagndriailOH t143)especiallyusi ng pr
since black households could only use their subsidy from 1987 on new housing, unlike whites

who could use it against existing or new housing (Parnell 1991$88h the main, the new

“Also adding to this was not only that black houset
some bl ack households earned too much to apply: bl e
unlike white applicants whootld earn up R3,500/month (Parnell 1991, 28), in keeping with older
racialized discourses of standards of living and standards of space.
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subsidies were takenup Byl f ] i nanci ally hamstrung whiteso, s
JohannesburfPfgéseégrceyiyngéi ghborhoods to new hou
land on the edge of the city, such as in Randburg and Edenvale (Radtilie 1991, 143). By

the timethe subsidy was depleted in 19®arnell 1991, 6Q)lack applicants had only accessed

14% of the subsidies distributed since 1988an Foundation 1990 8)*° As historical

geographer Sue Parnell pusitccinctlya t  t h élousing fir@ance irfi the declining years of
apartheid generally continues to favour whites
(Parnell 1991, 21)¥or despite the fachat women could apply for the State Assisted

Homeowner Scheme, only married applicants or w
who are divorced or widowed may not use the sc
(Parnell 1991, 31)

As for demutualization, the first of the big building societies, United, listed on the stock
exchange in 1986 wi évari b h @ikandial Mpigl68shialsasrFarlayr e of f er
1985)*The rest would soon follow, fAeffectively f
(Tucker 1999), merging with, or beitgken over by, other banks to meet the necessanijal

reserve requirements (Jiya 1991). UniBadlding Societyfor example merged with some other

banks and building societies to create South A
Amalgamated Banks of South Africa Limited (Absa). This would be representative of the highly

concentrated f i nanci athAfdaca, imwhich fow giantretail lmahks t he &6 n e

“The adjective used to describe 6white group areas:¢
'® The Urban Foundationrpposed that the State Assisted Homeowner subsidy be supplemented with an
individual <capital subsi dy -buifdiagomsediced siteslinbteadh& f a mi | i ¢
state vas responding positively byear endUrban Foundation 1990c, 6, 8 program that would be

continuedn modified formunderthe postapartheid housing progré@ruchzermeyer 2003; Bond 2005)

" See Parnell (1991, &) for more on the gendered and racialized inequalities of soft loans for civil

servants too in the late apaetd period.

%'n 1989, United went on to issue thebackeluntryos fir
securities (RMBS) thanks to the Financial Markets Control Act, which created futures, options and bond

mar ket s whil e scr appmdforgpanbiahinsttutions tminves ig government
securitieso, increasing fisophisticated |l ending and
instrument§ especially securitized (Bondl999,42j seschapter3foi nvest or

more on securitization.
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or Afinanci dCitizenl9§3e would offér a suise df financial services, of which

mortgage lending was just offall subject to the regime of maximizing seholder value.

Alongside the increased capital flight these institutional deregulations eriidbdmed 2006;

Ashman, Fine, and Newman 201ftjassie restructuring of building societiesim-banks

ensued in the 1990s. Automation, branch closures, credit centralization, etc. sought to cut costs

while generatingnoninterest incoméwith the highest ROE through transactions and sales. All

of which,as he f or mer head of the Permanent Buil di nc
bad news for the origination and maintenance of low income loans, since it is that staff and those
branches which were crucial for actually engaging the clients, assistingabsessing their

credit worthiness, and recovering defaulted | o
to engage and get finance through to-lowm ¢ 0 me ¢ o ([ockeni999) e s 0

Researchers a decade later would trackrtbeeasing financial exclusion wrought through those
restructurings for low income househo(dsdington et al. 2004, 608\An estimated 17,6

million South African adults remaéind 6 u n b a n KArdihgtonietral. 2D@1,610)nstead,

| ower income borrowers had recourse XFomsmal | a
1992, new microlendsrappeared on the scene, attracted by changes to the Usury Laws that

removed interest rate caps, and new technologies that allowed automatic payroll deduction

(James 2014, 6B). This had die results on creating cheaper housing finance options for poorer

South AfricangPorteous and Hazelhurst 2004, 138hen interest rates ballooned in 1998, the
Usurylawwasamnded, and the state ended automatic d
(Rust 2003) many niche lenders went under. Through this bursting of the microlending bubble,

| ower income borrowers had t hemanywouldsekaimpr of i | e
blacklisted into the 200QRust 2003, B10; Porteous and Hazelhurst 2004 12, 34)

lll. Racialized, spatialized metrics of risk and reward redline the township and
inner city

But we are not yet at the end of the 1990s. Indeed, the start of the decade was already marked by

a householdlebt crisis in a deepening economic and political crisis. In 1991, Standard Bank

19 Quite different from the multitude of neeuity, locallybased Savings and Loan Associations in the

UsS, for whom mortgage lending remained their sole business, and a protected one through securitization

and Fannie Me (Tucker 1999).

2 See JameQ014)for a discussion of thedendersacr oss t he gamut of 6for mal 6
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reported a fAmar ked i ncr eas epdssessionsioffhgusesandcarsi e s a
wer e un d(8thnpic 1992 gl@Ranks and disappearing building societies pulled back on

mortgage lending. But this daancing was particularly biased against black borroviidrban

Foundation 1990d,11) n t he coming years, townships and 6
neighborhoods were increasingly #idted (Beavon 2004, 224Fven with additional financial

innovationsi like extra insurance and state guarantéegass that risk onto borrowers and the

taxpayert he fAanticipated resulto of the township s
14-5). Here, | argue we have to confront again the metrics of risk and reward always coursing

through the construction of racialized spaces and subjects delssoili@r in this dissertation.

Long before the 1990s mortgage moratorium, liberals, activists and nationalists alike deplored
the struggle oblack aspirant home buyers and businesses to acces®tongredit from
conservative financial institutions ért 1987, 11; ANC 1992). And while these institutions
trotted out the amounts advanced to black borrowers, these were often paltry sums in
comparison to what they were lending in general. In addition to the problems of building
standards and unsurveyed gnd already discussed, two other metrics constrainedithem

reward and risk.

Asforthe firstmany banks and building societies woul di
R35, 000 (Swilling 1990, 19), becauBis of their-r
effectivelyexcluded some 90% of those needing horSeslling 1990, 19). These metrics of

profitability only be@me more important after the demutualization of housing finance.

But furthermore, financial institutions remained guarded in advanoimgship mortgage loans
because of Athe perception that smal/l l oans in
hereds where we get into the sticky articul ati
risk, where | spend the rest of this sextiAlthough treating black borrowersésd poor cr edi t
ri sksé6o was common practi ce -7) tHishadnot preveasteade ne s s F
some entrepreneurial real estate agents from selling flats and houses through white nominees,

front companies oifrom 1990, governmesit s sued Gr oup Areas exemption
suburbgUrban Foundation 1990b,.9)r the fact that credit cards were available from the 1970s

allegedly irrespective abice or gendgiWweaver 1982j obviously helped by a high income, a

good credit history, a stable address (preferably owned), and a husbargigo(&till 1979)
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But there is something particular about how racéalidsk interacts with the mortgage and its
articulation with space. At the end of the 199
as follows:the mortgage loan is

in many instances, significantly less than an ideal form of security. It iy ¢tostl

originate and difficult to understand. Moreover, because it relates to property, any form

of common protest around the issue of property, its condition, or discrimination in its
allocation is easily reflecte®)in a édboycot

I't was just such Acommon protest o finahcdat banks c
institutions were particularly wary of mortagag
was linked to the longstanding construction of black spaspases of exception to the rule of
private property with different ¢&éstandards of
the law of property and contract; where evictions were perceived as impossible to orchestrate

and illegal occupationsrife These characteristics were epitomn
ungovernability campaigns from the i@80s, where rent and rate boycotts were used against
illegitimate township authorities. Rather than naming this as-thertr m,-c ofimnoenr ci al 0 r i ¢
poduced by exceptional Afiperiods of political,
institutions began to pafyemento ehidemas 1ihmhebiiad
(Stanbic 199, 7).

Some isolatedbond boycott8in the early 19908 mortgage payment boycotts organized by
civics to protest shoddy workmanship (Bond 2005 -2Yi0 and instances of intimidation of
bank representatives coming to repossess township hetiamentary Monitoring Group
2000) were seen as dangerous hangovers from thapattheid struggle and symptomatic of

this AcupbbymendobdD. non

And so, thisdiscourseoget her with higher | evels of defaul
an fAal most wuniversal exito of housing finance
4). Ironically, this was during the negotiated transition to democracy {4Q%dth its repeal of

segregationist and apartheid laws from the Land Acts to the Group Areas Act and Reservation of
Separate Amenities Act, and the making of new
pr op ear éxgmple, the 199Wpgrading of Land Tenure &hits Act). Thismortgage
moratorium continued despite estimates by 1993
householdgouldafford to take out a mortgagEWMC 1993, 1415), even under the

deteriorating economic conditions.
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In justifying theirmoratoium on mortgage lending in black space, financial institutions
continued to raise thepecteo f o6 bond boycottséd, which never be
argument that -pahyeméeinctud tmeantoft meoyn coul dndt r ec
foreclse on the house in the o0l awlessd6 township.
iforced [them] outo (Tomlinson 2002, 8) of mor
di scourse would be repeated t hr oughtaovithtthet he 199

new democratic state.

Negotiating mortgage redlining in post -apartheid Johannesburg

New demands on housing finance were growing even before the democratic elections. Civic
organizations proposed the creation of a National Housing @worid 2005, 13i78) while the

incoming ANC made the delivery of housing for all a cornerstone of their election manifesto.

They also called for the end twomefidndsformal mi nat i o
sectororverysmab cal e producerso and for the private
housing, revise its product mix and increase t
(ANC 1992). I n St an dairect regpansek t these, eoontering thattheye f i n
were reckless deman@Stanbic 1995, W nl ess t he new state fientrenc
(Starbic 1995,7) n t ownships in the fapayménta fiper sesvVeE
(Stanbic 1996, 5)This lengthy quote from the mitP90s is illustrative of the discursive

continuities:

The culture of noipayment, while strongly rooted in the political instability of the

previous decade, is inappropriate to our new circumstances because the delivery of
necessary services, including housing in particular, cannot and will not take place in
such a climate. Stringent measures are therefore now required to reaffirm the importance
to a stable society of respect for national institutions and the law, and of the need for
citizens to fulfill their reasonable financial obligations. Failure to tésy tornerstone of

social order will have unfortunate consequences for our economy and for our standing in
the world. (Chairman of Standard BankStanbic 1997, 7)

This call to momamal it oevinsthhhe MHammperty mar ket (
parameters for thgeriesof housing financeelated institution building in the early years of

democracy (1995).% For examplegrisk-sharingarrangementshapedhe temporary Mortgage

L These were preceded by the National Housing Forum (N&R)nevercorporatisdialogueconvened

by business and parastatals during the wider paWaring negotiations of the early 1990sh e NHF 6 s

imagined division of labour was as followiswas up to the new state to create an enabling environment

and enforceilbabimlyeasmud eofiddedsanctity of contracto (|
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Indemnity Scheme (where the state guaranteed mortgages in particular towashig) aghe
ormalizingwork of Servcon (tasked with regularizing aparforming township mortgages).

The state also created new development finance institutions (ttem&ldtiousing Finance

Corporation, NURCHA and the Rural Housing Loan Fund) to channel wholesale funding to
financi al intermedi aries or developers in |ieu

constitutional mandate to progressively achieveitite to housing for all.

But despite thesé&isk-sharingandormalizingattempts by the state, banks continued to

redline old townships or inner citiésloss 2009, 47)The loss of 1 million jbs between 1993
through deindustri al i z a(fombneon et al.2008, a5nstdach | f | i ght
banks used statguaranteed or subsidized mechanisms to support mortfygadegher earners

in new developebuilt extensions around old townshi@omlinson 1997, 7; Beall, Crankshaw,

and Parnell 2002, 203 he pensiotbacked loan was also a popular instrument in these

subdivisions (Interview with Barnar@013), as well as nemank finance channeled straight to

devel opers and contractors from t h(Mosg2009er nme nt
47).

At the same time, a more affluentblacidmd | e ¢l ass was sl owly moving
onlyé suburbs where banks wer e -SelietahdHellgr t o | end
2010) or entirely new townhouse complexes on the urban edge (Tomlinson et al 2003, 13;

Bremner 2004). The desegregatiof older cheaper white suburbs was further accelerated by

interest rate hikes in 1998 that foreclosed on lower income whites, especially on the eastern and
southern edges of central Johanneshiurg. | ot of peopl whitdrealedtatet hei r h
agent in Rosettenville told meesoldt he banksd fAhuge stockpile of
new gentrifying black buyersdr{terview withMC, 2013).

The contingent articulations of racialized risk and racialized space are evident in these uneven
distributions of housing finance to black homeowners across thebeiting the 1990s, we see
four different configurations of propertaceclassrisk-space emerginghe bank redlining of

townships and inner city Johannesburg; the slow channeling of mortgage finance to black home

build 6down marketd; and commpaiymees ot andbandestt wt
could afford in housingSee Rusand Rubensteii 1 996 ) f or an i NHFBorel(2005) hi st or
for a scathing critique, Huchzermeyer (2003) for a somewhat milder one; and Charlton and Kihato (2006)
for somewhere in between.
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buyers moving into desegregating oMmahited subur
developeb ui 't O6bl ackd s ub fromsmall lbanks, pemsionfurdds, p edge s
installment packages; and finally, from the Fi@90s, state subsidies producing thousands of
developetbuilt housing on the cheapest parban land for owneoccupation by the 60% of the

population poor enough to qualif¢karltonandKihato 2005, 254 Despite the increase in

building standards on these subsidized houses by the late 19903 hai¥es as they are

known put little pressure on the geography of the apartheid city, financial and economic

exclusion or existingatterns of accumulatigi€harlton and Kihato 2006, 255; Bradlow,

Bolnick, and Shearing 2011Jhe RDP capital subsidy would beatheraccumulation strategy

for private developers like those described in the opening vignette. Townstiigr&Re&nt on

to build 5000 such staubsidized units alongsidleeir niche and pensiofiunded housing for

hi gher earners on Sowetods southern edge (I nte

This is not to say that differeapproacheto the housing questionwerédt at t empt ed at
scales. An innovative interim structure governing Johannesburg betweetd9®92alled the

Central Witwatersrand Metropolitan Chamber (CWMC) had tried instead to focus on accessing

good land: auditing and assembling central landlaadn d i n f or mer O6whi ted ar
compelling prepoor housing development on that ld&avilling 1998; Todes 2014, 85But

these more radical lafthsed approaches to the housing question were progressively undercut

by recourse to the rights of NIMBY st property ownerghose rights to private property were

also upheld in the new Constitutidnas well as undercut by the interests of local councilors and
conflicting land use mandates across different spheres of th¢Tatdes 2014, 85¥ The

2 Funded through a onasff capital subsidy that the Urban Foundation was behind (Huchzermeyer 2003).
Househtds below a certain income threshold applied to be wmiéing list to access this onadf capital
subsidy, which could then be put to various uses s
infrastructure services and a basic house forqualiihg househol dsd against which
finance could theoretically be secured (Charlton & Kihato 2005, 254). By the late 1990s, it was used to
deliver a more standardized product at higher norms and standends we now know as the 30sgm
O0f rieceRODP house60 (Charlton & Kihato 2006, 254).
ZAcronym for the ANC6s election manifesto, the Recc
“For example, the provincebds Development Facilitati
applications that werkosile to City Counciltownship ordinances, town planning schemes and spatial
development frameworksnterview with Johannesburg urban designer, 2013
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CWMC was disbanded when thew elected local government came to power in £886d the

RDP program began.

Conclusion

This chapter has demonstrated how Johannesburgg
under (re)construction during the long transition through varioustjaziivg and deracializing

moves. Since the 1970s, these transformations had been pursued by an increasingly illegitimate

state looking to contain a growing urban crisis and resistance to it, and lobbied for by various

fractions of capital to open up new auves of accumulation.

But this chapter has argued that despite tipmdiéical andaccumulation strategies, the historic
devalorization of black labor, township housing and land militated against its very privatization

in ways underestimated Hiperals, andprogressivand radicas c hol ar s of t he dapa
At the same time, white entrepreneurs with power to bank land offered ways out of these

deval orized spaces by creating new encl osures
who couldafford it.

I highlighted too how racialerd financial exclusion wadeepened during the privatizations of
the 1980s through the demutualization of the building society, and the revoking of the lower
thanmarket interest rates that had subsidized whikemomeownership for 50 years. Without
that general subsidy, and a soon depletedtfiimeh o me b uswybsidytnewlallowed black
buyers now had to try and access mortgage finance through an increasingly consolidated,

internationalized set of banks den by the metrics of shareholder value.

Those metrics were also shaped by deeply racialized and spatialized notions of risk. When
interest rates went up in the late 1980s, and economic growth went down in the early 1990s,
default levels across the cityse, and mortgage lending decreased. But it was black borrowers
in townships that were hardest hit, as banks redlined those spaces and the inner city under the

rhetoric of -paayfinteunlttou raen do fA anbonno r ma | ri sko.

% The process dbcal government restructuring that actually took place in Johannesasgnuch more
conplex than | have space to discuss HeeeTomlinson et al. 2003)
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So despite the repeal ségregationist legislation and the beginnings of araoral, universal

6rul e of pr op doingthédeeptrabiaizatiad riskandspacewramained. It was

left up to the democratic state to take that risk on boardreonchalizédthe township property

market, through various institutions in the r1i@90s. This did little to change bank redlining,

but did channel new funding |ines through to t

chapter6s openi ngdintengmalitettlein hodsinggproduttiantby thew o u |
second half of the 1990s through the RDP program.

By the end of the 1990s, Johannesburg presents an uneven landscape of inclusion and exclusion
in mortgage finance and property ownerghip say nothing bunevenhousinginclusioni from

redlined townships, to mortgadi@anced desegregating suburbs for the minority, to riche

financed township extensions and publislybsidized RDP housing estates for the majority to

wait for on extremely long waiting list finding any backyard or informal rental in the meantime

through insecure work and predatory microloans.

There woul d be no (Win2002t29)antl eew smeanssokdistabutmagthis
racidized and spatialized risk were found. In the meantime, the South African Communist Party
(SACP) took to the streets in 2000, demanding an end to bank discrimination in disbursing

credit.
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Section -Racid®lod&ti nfr as trtyanddebtri enew nwiiey, peivo p e
crises, new markets
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CHAPTER3Uneven inclusions during South'aaAf ricads
financial inclusion: following the money

Introduction

In a popular book calleBanking on Changabout financial inclusion after apartheid, the

aut hors noted i n 200 #4owtomake hoising fexanceeaccassibdel di | e mn
remai ns as (Parteowssand Hazelhudst2004,d.22hly 10% of South Africans in

the early 2000s said they had bought their homes with mortgage fifRorteous and

Hazelhurs2004,123) and all within fAithe predominantly wu
cat e g@ndingmrsedal. 2004, 61920).

Ifthe 1990shat een a ti me of <capital flight and cont.i

the 2000sd6 fAgol den erao of growth | ooked set t
surpluses and new forms of O6financialR280ncl usi o
billion in 2002 to almost R680 billion in 2006 to R1,1 trillion in 2QB&ail & Guardian 2008)

While only 46% of the adult population was banked in 2004, by 2014, 75% were banked

(FinMark Trust 2014and 81.6% of the adult population had credit records at credit bureaus,

hal f of wh o-anc wilNCle 20f2¢c18)8uwkstions of inclusion and exclusion-gs

vis South Africd s property and debt infrastructure wou
Taking up economic geographersé injunction to
ifoll ow the credito and the Ainstitutions, reg

(Christophers 2011; Gilbert 201 xhis chapter tracks the effects of tiredit wave and financial

i nclusion on South Afri c abdwesperapgtigonsttieseand debt
change in American mortgage lending, where activism over racial discrimination and redlining

in Aunder ser vedo cddonustiymacidlizee medatoaysending gnd tbei t e
amassing of subprime mortgages that could be pooled for securitization and circulation in global
financial marketgWyly, Atia, and Hammel 2004albers 2009

As the first section of the chapter describes, cheap funding duricgrimaodity boom, low
interest rates and new fina#heinal ntgeerdéss SBoatk 9 @i e s
Africa( O6 Ne i |The n2nibérdf)residential mortgages increased by 125% between 2000

! (Standard Bank 2007, 14)
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and 205 (Freybote and Karoly 2008, 18%jousing prices increased rapidly until 2007 and

speculative residential development was rampant. The securitization of residerijages

(RMBS) took off Afrom virtually nothingd, achi
countries i n Eur opvanVouaen 3004y le 2Artle same time,lihe ai n o
postapaheidstate passed various pieces of legislation to democratize and deracialize finance, in
negotiation with the financial sect@lames 2014)These were all trends thatchae looking for

a USstyle sulprime story in the making, wherewer-income borrowers of color were

dramaticallygreen linednstead of redlined, with higher interest rates and their mortgages

bundled into evehungry RMBSvehicle

Yet | argue in the second s-tenhdongofreheyohapt
unevenly spread across race, class and speeigeging higher income households and higher

value housing construction in more expensive suburbs. This issyoteetrtacePublic data on
mortgage trends before 2007 even at the national scale is limited; at the metropolitan or
neighborhood scale, naxistent. So too are data sources that analyze mortgage information by
racial categories, neighborhood type armbime bands (before 2007), or by thamsof

mortgage lending the interest rates (prime or subprime), down payment$ \Vetat follows is

not a detailed, mulscalar quantitative analysis in the mode of critical geographers of US
mortgage market@\Vyly, Atia, and Hammel 2004; Wy et al. 2009) Instead | map out this

uneven boom by piecing togetteheterodox range of sources: statistioalysedy non

profits and government researchers with my interviews and analysis of financial publications and

media from the day.

Through that bricolage, | argue that the nexus between increased credit supply, financial

inclusion legislation and securitization did not see a wave of mortgagbprime or otherwise

extended to poorer black households at least at the aggregate scaldy(tbcale we have data

for). Instead, analysts trackedlecreasingshare of mortgage finance going to lower income
households during the boom. The | ower end of t
increaseso (1 nter vi eeansheitered, ond bankeri surmigd, by3he lackl t h a
of housing stock: Aithe supply constrained the
Developers built relatively little housing for the lower end of the market during this time.

 nvestor s sioonteredin éxplaitingtthe B68 biltion lewost housing market

2 See methodological note for more on these data challenges.
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t hrough s guber2006,i3)z aTthieorned0 wasndét enough stock to
residential mortgagbacked securities (RMBSnyway (Interview with Rust, 2012), nor was

there the state support to back RMBS against default like there was in ($a&s8&n 2008

Deloitte 2007, 4).

This may seem to be a positive outcome, that lower income borrowers of cotbeand

neighborhoods were protected from the vagaries of securitized mortgage capital that hollowed

out many minority neighborhoods in the United States. However, this chapter does not end there.

The third section demonstrates how subprime lendingin Qofithh i cads figol den er a
and financial inclusion took other, increasingly unsecured fdRather than paying more for

the same product (the definition of subpri me |
different product altogether his increasingly took the form of an unsecured personal loan rather

than the mortgage loan, even if they may have qualified for the latter. The profitability of these

unsecured loans was radically increased under financial inclusions legislation ironically

But | argue that we cannot read continued mortgage rationing as simply a question of greatest
returns. The adjudications of O6high riskd that
recourse not only to income and credit record, but also racializettsnef risk. | discuss two:

the continued construction of black space as highei nigkv mediated by electronic credit

scores; as well as new constructions of black bodies as higher risk during the AIDS crisis that

radically affected insurance practicé®uring the early 2000s, the epidemic was at its peak, and

posing hard questions to lotgrm financial institutions and instruments. With no HIV insurance

available until the mie2000s, redlining black borrowers without the right income or address, or

offering them only shofterm loans was a preferred tactic to offering mortgages on subprime

terms.

I.LAnover-e x uber ant housing mad lkeatdi anmd fiimoztygage tF
of financial inclusion

This section describes two concurrent mortgadatedp r ocesses during South

erao of gr owt h. On the one hand, a wave of Cr e

technol ogies fed a Dbithweonowfogragienal baaksadgiopedy pfice e nzy 0

*Definition of scasblgan meard forlbarrawers wifh Erédi imperfections or higher
default risk, but al so sol d(Adlbers®W2r3x wer s wi th a goc
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boom and speculative property development from 2002 to 2007. On the other, a negotiated
process was taking place between state, capitdbandaround deracializing and democratizing
finance, and within that mortgage finance. We cannot think one withewuther, but as this

chapter will demonstrate, the relationship between the two processes is not straightforward.

Commodity surplus, new financial technologies and low interest rates buoy a mortgage

and property boom

There was #ot of cheap money fldiang around once the global commodity boom started in
2003. High gold and platinum prices, and specu
liberalized capital markefsproduced overaccumulated capital from both global investors and
local commodityconglomerates looking for a horfidohamed 2006, 23Aron, Leape, and
Thomas 2010, 5)rhese surpluses wereuted into circuits that granted quick returns to
shareholders: the roaring stock market, the credit market, and realestedes 2011; Bond

2013) the latter two further lubricated by historically low interest rates. Household mortgages
were a significant recipient (Fig5), increasing in number by 125% between 2000 and 2005
(Freybote and Karoly 2008, 185)

Figure 5: Credit extension to households by type
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Figure 15: Credit extension to households by type, 20006 (FEASIbility 2006, 11)

“These had been further deregulated by the Minister
markets increasingly liquid and transnational (UNECA 2012, 48), unproductive (Fine2B®2Pand

unstablgMohamed 2006)given that mosinflows werehot portfolio flows rather than fixed direct
investment. The | MF reports a subsequent #A@Asurge in
Africa (Aron, Leape, and Thomas 2010,5) The countryés financial sector |

between 2000 and 2010, growing at an annual rate of 9% (National Treasury 2011, 3).
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The cost of mortgage lending had dpeg not only with the cheap capital supply, but also

through new technologies and organizational pr
lending described in Chapter 2. Expensive, subjective and slow manual credit origination and
management by lotaranch staffwas replaced by the 2000s with electronic behavioral credit

scoring, IBMrinstalled credit control systems, centralizeedit divisions and automated-in

house credit collections sywptreoms.l i Thige & e cchenv igaue
credit modelling[Standard Bank 2004, 66)h at | mproved fipredictive caj
of del i nqg u(StandardaBank 2005 t5ndallowed lenders to better price for risk.

The Aintrodbasednappr aachs @andardBankdmedwap r i ci ngo
part of a wider change in organizational risk culiureanagingrather than avoiding or

minimizing riskthrough credit rationingStanbic 1996, 31Risk-based pricing could be usas
compensation for plarcks vedulid ibbdrcea e ROl eamnal ercirst
new customers and cresslling to existing one§-EASibility 2006, 19, 25)The arrival of

mortgage originatorer mortgage broker®ften staffed by formebank staff let go during the

1990s restructurings (Interview wiJ, 2013)) and new real estate IT platforms also helped

banks streamline their origination units and cuts@siterview with Barnard, 2018)At

Standard Bank for example, only 38% of home loans were originateslise in 2004Standard

Bank 2005, 14)

Anot her #fAinnovati ond namce Ve seculitizaddPartéousaidds mor t gag
Hazelhurst 2004, 121)n 2001, thdirst nondeposittaking, securitizatiofiunded residential

mortgage lendelSA HomeLoans (SAHL), was established with JP Morgan eduitye same

year theReserve Bank allowed ndrank actors to carry out the business of a bank and allowed
banks to play fAmul tipl e rvanVeuen 004)SAHLcaptradr i t i z a't
5-10% of new mortgages over the coming decade, averaging igherloan sizes between

R750,000 and 1.5 million (Interview witBA Home Loans managei2013). They offered

reduced interest rates to clients who caffdrdlarge(20-3 0 %) down payigskent s i n

subur bs 6. As the for mer head of securitizati on

Pre ously based on the AFive 6C6s06: fAChaladeyt er, Cap
2003, 30)
®Mortgage originators, |ike | oan a dgmliems, getformningor s o f
credit checks, hel ping clients to fild]l i n-8 heir | oc¢
and real estate agents. Banks paid them a fee to do this for them instead of paying their own staff.
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timing was right. Because the market was taking off. And suddenly people did have 20% equity

in their properties and theycould@a e ss SA Home Loansodo (Il nterview
SAHL6s first RMBS (R1.25 billion worth) was Av
sold to some 20 investors in South Afrigan Vuuren 2004, 1)

S A H Ladrigal forced the rest of the banking caiteb competitive mortgage pricing and also

todevel op their securitizing apparatus, which t
commoditybased funding around (Interview with Rothm&013)’ Securitizatiorhad seen

little activity since United Buil di(WNg Societyd
Habitat 2008, 40)South African banks and insurance firms started belatedly securitizing all

sorts ofassets especially credit cards, autoloans and CDOs, but also residential and

commercial mortgagesThey remained a mainly local affgiran Vuuren 2004, 2until aFitch
RatingsRMBSmd el f or Aanalyzing credit risko and ma
more investiblgFitchRatings 2003,7) | nvest ors were given fAadditi
unusual requirement that eaRMBS be approved by the ReseBank andndependent

auditors (Deloitte 2007, Yational Treasury 2011, 1B4).

RMBSr eal i zed fAexponenti al 0 (FeybotaweindhKarble2008eled 200 4
AThe amount of mortgages securitized as a perc
risen from 0.6% in 20 0(Gyanfeyeddah arml Ziobmivskitdd®E end of
342) At its RMBS peak in 2007, Standard Bank securitized 8% (R17 billion) of itsi280&d

residential mortgagg$tandard Bank 2008, 21%)lthough still a relatively limited proportion,

South African RMBS were very popular with local investors (fund managers and banks) and

then slowly international investors through sophisticated offshore intermediary striiciores

'l 2003, ouhé haBkg HRel d 9 ZAsirén and Finen2013f 16Byghe end o a n s o
of the boom, five institutions including SAHL - held 90% of all residential mortgages, withreo9%
held by international banks and the remainder by small local f&nd&gbote and Karoly 2008, 185)
8 Investec Private Bank issued R1 billion in RMBS in 2002 again in 2003van Vuuren 2004, 20ne
of the largest life insurance companies, Sanlam, announced it would provide home loans to its clients
through a securitized funding model in partnership with one of the Big Four bark¥uuren 2004, 3)
it went on to issue R10 billion in various tranches of RMBS. In 2005, Standard Bank issued Blue Granite
Investments no.1, R4.5 billion of their home loan b{@kmata and Mokoena 2005, 68) 2006, they
securitized twice that amountalmost 10 billioni although that constituted less than 6% of the value of
mortgages it advanced that yé&tandard Bank 2007, 139)his went up to 8% of their book in 2007, at
some R17 billiori a peak for the industr§Standard Bank 2008, 215 aratatal Eskom Finance
Company issued their own R2 billion RMBS in 2008ebber Wentzel Bowens Date unknown, 1)
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2006 (Deloitte 2007, 1). Geographically, RMB S
in Gauteng (49% between 2001 and 20@®8¢ybote and Karoly 2008, 190)

Mortgage pools did well off of not only the increaseanberof mortgages circulating, but also
their increased size. Lower interest ratesnd) the commodity boom (Fig. Y1 &elped grow

these. For example, monthly payments on a R500,000 mortgage baaliis4998 could now
service close to a R900,000 mortgdgEASibility 2006, 18) Households used this to take out
bigger and bigger mortgages, more profitable for the banks than smajbgnes, which cost the
same amount to originate and administer, but with smaller returns (Interview with Rust, 2012).
Some h o u s e fworthitess@asdelpadinottonly by low interest rates but above
inflation wage increases atak-breaks for middléencome household$-EASibility 2006, 18)

Figure 11: Growth in household credit and interest rates
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Figure 16: Growth in household credit and interest rates (FEASibility 2006, 16)

The increased flow of | arger mo(Ltog20tha)or f ed a
what heterodox economi st Mohamed @0®62) bl untly
The average house price of R500,000 in 2002 rose to over R1 million irZ006s 2015b)

with the annual house price inflation rate peaking in 2005 at a high of 30.5% (adjusted for cost

of living) (Fig. 17. These rising house prices also made progastying households worthy of

N

more credif{FEASIbility 2006,18a nd fibuoyed [ consurnandardsent i men!

Bank 2008, 25) propping up the (un)virtuous circle of all speculative asset bufBlheler
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2005) A South African Banking Association representative admitted banks had bought into

bubblet hi nk: ifiLeading up to 2008, l enders |l ent &
that house prices would continue to increase W
our interview he added that banks also underpriced theisloahor r i sk Aduring th

(Interview with Venter, 2012).

FNB House Price Index - Real and
Nominal Growth
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Figure 17: Real and Nominal growth in house prices 214 (Loos 2015b)

Banks didndét just hand out

[ T] here was funding available for raw I
to basically turn that raw land into serviced land. In fact, some of the banks felt that was
going so slow they started their own development companies duringetiad!

(Interview with Rothman, 2013)

mortgagedopetsur i ng th
and

Property devel and investors r guooswi |l d, wi

2015a) The number of real estate agents trebled between 1998 an(hVa@@dy 2008)
A Hl undr eds

boomo,

oper s

commercial and residenti al
ng hunRnareia Maila0flo) mi | | i ons
The construction industry grew 1292005, compared to 1% for mining and 5.7% for FIRE

(Finance, InsurancandReal Estate), peaking at 15% in 2QUNECA 2014, 323)Residential

development construction doubled, from approximatetyillion square meters completed in

2002 to more than 2 million #te 2006 peak (Fg18and19) (Loos 2015b)In Johannesburg,

this primarily took the
2014)iwhi c h up
(Genesis Analytics 2008)With good, albeit aging, infrastructure, amenities and proximity to
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the city, middleclass black households moved into these lower middle class areas while interest

rates were low and banks were throwing mage credit at suburban purchases where property

prices were rising at 30% a year, one real estate agent explained (InterviddCyi2013).
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Graph 4: Gross domestic fixed investment in the construction sector (at constant 2000 prices)
Source: SARB — Quarterly Builetin December 2007)

Figure 18 Gross domestic fixed investment in the construction section2@@® (Gaesis Analytics

2008, 36)
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Figure 19: Residential Plans completed vs. passed (m2) 2284 (Loos 2015b)

The promises of financial inclusion vis-a-vis mortgage finance

South Africads figol den e regoliatiomdarognd financidd wa s

inclusion. Responding to popular pressure to democratize access to financial seavices,
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government departments pursued legislation from the late 198Bsaorage capital into black

townships, black bank accounts, bldakmes and black businesses, as a matter of redress,
poverty reduction and @kHza2004; Jantes 20B)inithis e mpowe r n
section, | draw out those financial inclusion measures geared towards housing finance, which

drew quite heavily on US policy, and the contestations around them.

The first measure was the W&piredHome Loan and Mortgage Disclosure Act (HLMD),

pushed through by the Department of Housing in 280Ge HLMD Act sought to eliminate

discrimination and redlining in mortgage lending under an enforcing (ifi@diamentary

Monitoring Group 2000b)But with no Office appointed for the next decade, it proved to be the
Aitoothless bull dogo a Me(RalliamentaryfMortaringlGroapme nt h a d
2000b) The HLMD mandate to analyze mortgage trends, penalize institutions for any apparent
discrimination and inform policy was continually undercut by negotiations with, and

accommodations made for, financial institatie |, combined with a | ack of
dondét wrestle your muscle, institutions wil!/l 0

analyst explainedfterview with Moss, 2012).

In tandem with the HLMD Act, the Department of Housingdrie pass another more radical

alsoUSi nspired Community Reinvestment (CR) bill

€ to set aside a portion é-amdimddlemeineg home | oan
househol dso ( Toml i ns o'rUnliRedhe Promulgating of Ehe ldLB Act, 2 0 0 2)
the financial sector wasnét going to |l et this
bill was trying to force (@Rash2003, 15dptovidefist i ckso r

expensive and potentially reckless loans (Tuck@ &L o u g h Ition fAlp9o908r) Sout h Af 1

° E.g. Community Reinvestment (CR) legislatj®romotion of Equality and Prevention of Unfair
Discrimination Act, Black Economic Empowerment (BEE) legislation and the Home Loans and Mortgage
Disclosure Act (HLMDA), and later the National Credit Act (NCA).
10 After field trips to the U O 6 L o u g h,lthe Depart®ehtBof Housing had signed an agreement with
the USO6 HUD t o col | -intomelentling legistatiod, anplentent pll Dnsgftwareotav
track housing interventions, and produce newaesh from a joint lowncome lending study program
(HUD 1999)
" Diamond (2002) notes that the Bill was not considerate enough of the highly consolidated nature of the
South African banking system compared to the US (where 50% of mortgagesrom locallybased
non-deposittaking institutions, and most banks requicenmunityspecific licenses unlike the national
banks of South Africa, which means that lending could be geographiasdigted in the US) and the
higher risk, high poverty cane x t wi iplayimtesnt on d m e n dspgnsored institutionsifi ed er al |
the US that both required and guaranteed dmanket movement through the FHEHSSA.
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(Whitfield 2002) This at the height of the HIV/AIDS epidé&rand at the expense of

shareholder value, the banks added.

Instead, the financial sector proposed to draft their own inteahahtarytransformation

6 Ch a fWhitfigld®2002)** This Charter would commit the financial sedimincreasing

access to financial servicaadfulfilling the racial equity targets of the new Black Economic
Empowerment (BEE) AqiMokgola2003) whi | e mai nt ai ning the intec
asset 60 and prygraileofinvastorgonfidénee (Qobpdr\ihitiield 2002)

State and labor representatives agreedddtmarteproposalRose 2002)Cabinet instructed

the Department of Housing to suspend the CR prqéasst 2003, 15)and the financial

i ndustryds ten associations r etFnaa@alSedorbehi nd c
Charter FSQO (Rose 2003)After squashing attempts to make it arendemocratic process

(Africa News Servic2003a) the FSC was ratified by the indust@frica News Servic2003b)

and its final targets thrashed out in puiitvate working groups by the end of 20@vbrking

groups which many of my interviewees were involved in on one sidther of the table

(Interview with Moss, 2012) By this time, the mortgage boom was well underway.

I n the end, housing finance was only a small P
year Atr ansf (Ndzaneela R0A3) 14T ha primaryt geads were changing the racial

and gender demographics of the financial industry and banking the unltiBuisatess Day

2005) But the Charter did commitanks to lending R42 billion (approximately US$7 billion at

that t i men)coime fthloauvei ngo finance over the next
Africadbs households earning bdtioR)errrouR2D05500 and
35. As we shall see, the Charterodos (and financi
reinvestment withthe globalpy o pul ar oO6f i nanci al-ex mediueri to n®db laanak
economi ¢ e mptooutany mditational heftwer pressure from the state, had

ambiguous results for democratizing mortgage finance. At a 2012 Financial Inclusion Indaba for
example, after the Charter period, | heard no mention made of housing finance; the metric of

finanaal inclusion had been reduced to bank account access

12 seeHamann, Khagram, and Rohan (2068)analysis of why transformation or Black Economic
Empowerment through industigd Charters was the path taken across various industries.
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The Charter was followed soon thereafter by the real legislative game changer around credit: the
National Credit Act (NCA) of 2005, pushed through by the Department of Trade and Industry

(not Housing) The NCA had been in the making since 2003 and aimed toddtiagedit

agreements, from mortgages to pawning, and all epeditiding institutions under one

regulatory umbrella, instead of different sets of microfinance regulations and bank regulations

(cf. James 2014; Ssebagala 20163et about abolishingh e A d u al creditafiero my 06 o f
apartheidJames 2014)The NCAsought an explicit financial inclusion outcorf&chraten

2014) to both increase access to formal cradi protect consumers from abu$¢CR 2011,

18). The NCA required the registration of all credit providers, more stringent affordability

checks (through credit bureaus and borrowerrsglbrting), full disclosure of credit terms, and

more detailed credit reporting by ditproviders to their enforcing agency, the National Credit
Regulator (NCR). From the end of 2007, the NCR started analyzing and publishing this credit
data (the first state agency to do so); receiving consumer credit complaints for investigation and
imposing penalties (these range from annulling credit agreements, revoking lending licenses, to
raids and arrests of loan sharks, and litigating against the big {al@®)2011) The NCR also
undertakes consumer education, offers and regulateéscdunselling and advises state

policymakers. The National Treasury and other state actors lauded the NCAdongtreely
6poppingd the credit bubbl e (NatorfalolTreasuryn?0Iile Sout h
bubble that continued to grow and then burst with extreme results in other parts of the world.
Indeed, the NCA offered inspiration to the US after their credit bubble (@hst2009)

Although the NCA had little explicit to say abaubrtgage finance, it would have some

profound effects down the track (discussed | at
informal money lenders bystitutionalizedbanks and in the substitution pérsonalizedending

procedures by technical asseme nt s o f ¢ r(Schraten 2044, T)Wa effeets vgoold

be related to mortgages: the NCA establisioedher affordability criteria for lonterm debt,

but it also incentivized profitabléertterm unsecured lending from formal institutions (as

opposed to loan sharks).

l.Uneven booms and bubbles: specul ative housi ng
frenzyodo for the few

What was the effect of these dual proce$sas overexuberant property markemé financial

inclusion-acr oss race, c¢l|l ass danedndsipnagc ef r eizdy o0t hoev efir nhou

geographies of racialized redlining and o6credi
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in poorer South African households of color experiencingoar t gage oO6gr eenl i ni ngé
evidence even of O6édoverinclusiond, tbhasedough pred

pricing and securitization?

Finding the data to answer these questions in general, let alone at a detailed metropolitan or
neighbashood scale is not easylt is also challenging to distinguish between the effects of race

and class and space, given the data limitations and the tight suturings of these through three

centuries of racial capitalism. But within these constraintgrslal aggregate evidence, with
gualitative instances from Johannesburg, to sh
and property boom during South Africab6s figol de
continued to be spread unevenly across r@ass and space in familiar ways. The boom

privileged higher income borrowers with permanent employment (rather thaangatiyed) in

higher value properties and more expensive, historically white, neighborhoods.

The discussion below pieces togetherdatiglence to make that case. First, lower income

households saw their share of mortgage finance quantitatieehgasingnot increasing, during

the boom. Lower value properties did not experience the same speculative building activity:
developers dispraptionately built leisure consumption spaces and more affluent residential

enclaves. Mnyolder township and inner cityeighborhoodslid not experience property price

bubbling. Finally, little securitization of lowalue mortgages to lower income housekab

evident during the boom. Altogether, there was no national trend of lower imorntgage
greenliningandi mor t gages granted to | ower income borr
characterizedhs subpri meo (Mel zer 20 1Brpce, afalystsfatadhe how t
end of the boom pointed to tk#ll low number of black property buyersJohannesburg

althoughthere has been a noticeable movement of historically excluded South Africans

into formerly O6whited suburbs, i n most sect
percentages of black buyers in the total pool of property transactions have remained low.

It hasbeen estimated that black households are the buyers in a quarter of sales in the
Johannesburg property sector, although some suburbs are showing much higher
percentagegGenesis Analytics 2008, 76)

Decreasing share of mortgage lending for lower income households

With no historic public data on mortgage lending by class, race or city given the failures of the

HLMD Office and the still nascent National Credit Regulator, we are reliant fe2(fié data

13 See methodologicalate for a discussion of these challenges.
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on bankreported, unaudited statistics in the Finah&ector Charter reports. These statistics
capture the aggregate number and rand value of housing loans issued to households earning
between R1,500 and R7,500/month (up to R9,000 by 2008). Strictly capturing only those issued
between 2004 and 2008, the@oeted statistics provide no historical comparison (e.g. from

before 2004). Nor do they include comparative data with households in higher income
categories. The final disclaimer: the data is categorized by product type (mortgage, unsecured,
etc.) and noby smaller income categories (e.g. R180000), racial categot{or place.

In these reports, the banks and their representative body, the Banking Association of South
Africa (BASA), <claimed that banks had more tha
origination for housingo, di-Z3bilion®Chager somewher €
households between 2004 and 2008zamela 2013, 1928 billion of that had been in the

form of motgages.

These impressive numbers did not square with theafi@aationallyrepresentative, annual
financial inclusion survey after the Charter period. A DfliDded FinScop€onsumer Survey

had tracked significant progress in banking the unbanked, from 46% banked in 2004 to 63% in
2008. But their 2009 survey reported that only 2% of adults in their Charter income sample said
they had a mortgage (FinscopeMelzer 2010, 1Q)lt seemed the Charter had increagederal

financial access rather than radically increased access to mortgage lending.

To probe this f urt hethinktabkHinNdadksTrudtiasked agrdumdf i ncl us
consultants, Eighty20, to triangulate Banking Association mortgage data with Deeds Office

property purchase data. Their early analysis showed thptdpertionof lowerincome

mortgage finance had not substantially increased betwdiha2@ 200§Melzer 2010, 1Q)A

later analysis found that the Banking Association had been including households earning up to

R10, 000/ month in their data @®a500. &hstfuthem, i nst ea
| owered the Banking Associationés mortgage | en
disbursed as 165,112 mortgages, not 235,000, to Chaf&Chouseholds between 202908

(Fig. 20 (CAHF 2013, 6)

“ABanks do not systematically track the race of aprg
of the @plpet20l®a8Bnt o
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Additional uneven distributions hid withthese significantly lower totals. In their yeam-year
analysis, Eighty20 found a steadilgcreasingiumber ofFSCmortgage loans between 2004

and 20067 before an anomalous bumpa007, and steep drop off in 2008 (in line with

mort gage dpingenera thad year)qHig. RAs for gendered distribution, men
benefitted from FSC loans disproportionately: 60% of borrowers compared to 40% women; in
the 6conventional & mar ket

Chart 2: Number and Rand value of loans issued: FSC Market loans

Comparison between BASA data and Deeds data
(FSC target market; 2004 - 2008)
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at R10 D

Note: In crder'u identify affordable loans an affordability threshold was calculated based on the prime interest +2%
rate using a 25% income to instalment ratio

Figure 20: Number and Rand valud mans issued to Charter market 20R0@08 (CAHF 2013, 6)

I n terms of property purchased, Ei ghty206s
purchased with these mortgages cost on average between R100,000 and R140,000 per unit
(CAHF 2011, 4)However, they found a dropping off of property purchase in this price range
between 2004 and 2008. While 73% of FSC mortgages by number went to finance home
purchase in 2004, only 38% did in 2007 and 2@&HF 2013, 7) the rest were regarded as
Afequity released | oans. Ei ghty20 sur mised
most likely due to a lack of housing stock, either new or old. @leatthe reason, the alleged

R28 billion in mortgage finance had been significantly inflated.

, it was a more even

ana

t

h a

“Despitedec@s i ng i nflation |l evels until 2006: AConsumer

2004, 3.9% in 20@bss2009%48¢4 . 6% in 20060
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Other analysts, like government researcher Vuyisani Moss, argued that the decreasing number of
mortgages pointed to a shift towards other credit products. Biagrthe gamut of loan
origination thabanks reported (Fig. 21, i n Ascant o6 and fAshoddyodo for

that unsecured lending was a growing threat to laxakre mortgage advancédoss 200949).

Table 2 Number of loans originated (2004 to 2008 Q3)

Mortgage Fully Unsecured Residential  Wholesale

Guaranteed Development
2004 57 324 56 106 40 660 2 35124 189 216
2005 53159 58 787 51720 39 45974 209679
2006 43 721 59635 30 736 166 53 677 187 935
2007 55 287 38212 94 265 88 33023 220 875
200801 9235 3438 26 783 35 1234 40725
2008Q2 6 855 6 355 29 878 27 2 321 45 436
200803 6 030 5515 22 522 16 3 766 37 849
Total 231611 228 048 296 564 373 175118 931714

Source: BASA

Figure 21: BASA housing loan origination for Charter market by number (Moss 2009, 50)

Even in the Banking Association figures, this pattern could be seen. The number of unsecured
6housi ng6 dulst@amiagravth,draneapproximately 41,00@R004 to 94,000 in

2007 (Fig. 2} . Moss argued that the banks® aggregate
credit access in and between Charter households. Borrowers with lower incomes, applying for
mortgages on lower value properties, were increasingly offered more lucrative and predatory
usecured | oans. Banks were ficherry pickingo th

Charter income range for their diminishing mortgage advafices.

Absent developers from lower value property construction

The Banking Association respondedHasingongly to

Finance Internationglarguing that their loweincome housing finance targets had not been

'® He had further queries for the banks in our interview. Rathe han pure numbers of | os
amount of the |l oan? Who has benefitted? ¢é | wanted
Letdéds have the pie chart that shows income segment
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rerouted into unsecured laeo much as stymied by the lack of housing stock, along with rising
interest rates since 2006 and household debt Iévelgter 2009)

While not exhaustive, these were not untrue. Developers had churned out properties particularly

for the middle and upper income markets in townhouse complexes and golf estates where prices

rose dramatically during the property boom (Interview with Venter, 2012; Interview with NKkosi,
2013). Some o6l ow costo6 devel oipthelowerrradftheven r ed
mar ket to make the most of the boomds opportun

luxurious condominiums (Interview with Cosmopolitan managers, 2013).

By examining approved and completed building plans, it was evidemtalysts that little lower

value stock had been built for private sale during the b@st 2009, 12)."” The high and

rising price of urban land during the property pricbtide kept lower cost development to a
minimum(Porteous 2005,37) or | i mited to 6l ow costd RDP put
state. Only 95,000 new units appropriate to the Charter targkétwagre built by developers

nationwide between 2003 and 2008, while demand was sitting at 800,000/enitsr 2009, 7)

The low level of&churrb(property transactions) in township property market®% versus 30%

in similarly priced suburbs outside the townshipas taken as further evidence of the lack of

new housing to move to (Shisaka reporPorteous ad Hazelhurst 2004, 124Banks

themselves were 6forcedd into prop@entey devel op

2009, 7)i | discuss this more critically in Chapter 4.

Townships left out of the property price boom

At the same timehankswe r e n 6t t h r o valreadyexistingtoanshipehouseS here r

the property price bubblea d n 6t ar r i v e avhile prices id wehlthier forener bvhite g |,
suburbs and new gated complexes were booming, prqmésés relative to inflation were
decreasing in many townships (black, I ndian an
and some formerly white suburbeeto subdivision (Genesis Analytics 2008;&1The
Department of Housing | amented this dualism be

boom and the second economy slumpo (DOH 2004,

7 Using house size as a proxy fmice (house size being logged by building plans passed and completed),
Rust (2009) stated that AThe delivery of houses s m:
a n n u mespite estimates that some 132,000 units per annum were neededtteer6@6t000 units
required by the FSC target market (Banking Association 20(8ust 2009, 2)
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In recent years, subdoban home owners countrywide have enjoyed the fruits of house
prices rising: since 1993, average home sal
25%, with most of the increase coming after 1999. This development has created much

new wealth. However, ithe absence of a secondary market, most of the population has

not tasted the fruits of this. Old township stock, in particular, has been left behind,

although there are signs of progress in other market segments, most notably the newer
privately developetiouses(Porteous and Hazelhurst 200489

For those newer privately devel oped(Génesiswns hi p &
Analytics 2008, 35)pushing out lower income buyetsn 2004, a finew starter
for R60,000R100,000(Porteous and Hazelhurst 20022). By the end of 2008, the cheapest
privately-developed, unsubsidized housesduthern Johannesburg was priced at R230,000 for

40m?(Rust 2009, 1)This was affordable only to households earning &¥@onth or more

(Rust 2009, 1)

Little lower income mortgage securitization

The final evidence of the uneven mortgage and property boom that | examine is the
securitization of lotgage debti Durimganime di exposeatial growdhs 6 m
in RMBS in general, the securitization of such mortgages and their sale in the capital markets

was a rarity.

The first attempt to securitize mortgages to lower income households failed. This was a pre

boom gover nment scheme in the | ate 1990s, when
anywhere in South Africad (Il nterview with Roth
exceptionally high in 1998, the stsdnereGE® Nat i on
David Porteous (later of Finmark Trust) looked to securitization as a way to funditmeere

housing at less risk and at lower cost. In collaboration with Standard Bank, they launched

Gateway Home Loans in 199% securitizing subsidiary aide at fAbr oadeni ng acce
inthelowi ncome housi ng -53800 koese priceiranGeantinson RAD®In a

FannieMad i ke pl an, Aibanks and ot her i ntermedi ar i €
enpl oyers é and then sell the | oans to Gateway
Standard Bankoés former Director of Securitizat
Gateway needed to amass a portfolio of 20,000 mortgages to issue an RMBS} ith&pbad

only amassed 2,000 mortgages (PortemndgHazelhurs2004, 147). Some argued this was

because of the lack of housing stock to receive that funding (Interview with Rust, 2012). For the

former Gatewayeam) t hi s failure demonstrated that Astr
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more useful in the lower end of the market than securitiz§florteous and Hazelhurst 2004,
149)

That didndét prevent Standard Bank from trying
the end of 2007, Standard Bank launched the Siyaktia &re Building) Fund, a R2.4 billion
securitization of their @sur plthem(iaficaeomi nc ome ho
2007) The average mortgage size in Siyakha was a modest R14%5,©00ajority were lower

income borrower$: Although the timing was queried in the financial medteot on the heels of

the US suprime cisis (Moneywel2007)- their Head of Institutional and Corporate Banking at

the time, Kennedy Bungane, celebrated this as a first in South African capital markets, and in

pursuit of financial inclusion. Notably, the Fund did notkseeestors on the open markets,

which was helpful since they were about to close in the subprime crash. Rather, Siyakha was a

private placement offold to South African insurance companies Liberty Life, Old Mutual and

private bank Investec, to helpthédhme et t hei r Ciaricatcem2008)b | i gat i ons

As real estate researchers saw iintome ®ais,t h Af ri c

subpri me mortgages s(EFréybote afd Karaty 2@G08, L9@ransnatioaay t o g O

accounting firm Deloitte categoricallyw stated:
market that fall into the sgor i me mor t g a §7%5).dletdiego of $LOHOrHeA 0ans

securitization department echoed this, tei ng me , i Wedbrye mevemeda@ane vel
amortizing | oans, NI NA | oans: n ® where muitipla hat ! é
layers of securitization have takempt e, and i n which the underl yin
maskedoneffwedb®ught home | oans that were bouglt
brand on it, and so we8AHomecLbaescmarager?113).!'Tlhis (I nt er v
has protectedtheron t heir website, SA Home Loans states
securitization structures i n So WpparendyfSouthc a, unl

African RMBS in general had been protected by more careful securitization, nvbaft that

Aimost of your originators just kept,20lBeir book
Whil e bankers applaudekd maorage mevmt Afgoacteirvas & v
Treasury 2011, 14) inthismattdRMBS i n Sout h Africa didnét have

'8 65% of borrowers contributed more than 16% (and up to 30% plus) of their monthly income towards
mortgagerepayments.
“This fAconservatived nature was in raised in multirg
tendency to over comply with international best practices to keep credit ratings up (like Basel IlI).
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guarantees to commen ha tg@reyvote\nnd EKaayr2608, 4AAFe a
property econo mi[Fatnie]MaetFreddie Maci whe wenegldying the game

to the degree it was be,20d 2pl;ay endvce s(tiomtse rrweit eavir |
i n the g alynsinkether & fulerecourse lending in South Africa (Fitch 200%, 3).

The possibility of default is not inoculated in this setting sagtiedity of securitized mortgages

still matters, unlike fomvestors in US sylyime RMBS, even if there had beemough housing

stock to mortgage in the first place.

[ll. Sheltered from the storm? Redlining and predatory lending meet racialized,

spatialized risk

Bankers stressed in our interviews that all their mortgage origination during the boom had been

above bard it was not predatory and always calculated in relation to income and expbisere

National Credit Regulator concurred, findingthah o me | oan | ender s have noa
aggressive Il ending to the Iiseapmdllyauwfnarecier®ancas ot he
microlendersal t hough they didnét always pay enough
indebtedness (Davel Mail & Guardian 2008).

Vis-a-vis racialized predatory overinclusion in Northern mortgage markets, this lack of subprime
mortgages, securitization and speculative development appears to have protected lower income
borrowers of color in South Africa when interest rates rose from?2@06 the property price

bubble burst in 2008. Peopl eopertypritedtotakedlt use of
larger mortgages were particularly hardhiO6 Nei | | a@0wa$ fl ahegalfir e pr op
estates, the second holiday houses whergprdiorming loans were highe@tinancial Mail

2010) Although aggregate data on foreclosure in South Africa is notoriously hard to find

(Melzer2015) we know that from 2007 there was a fAno
al | mo r t g a gvalsednortyage perfformariteedeteriorated most (CAHF 2011, 2). And

with the fastest decline in housing prices in 25 yéanslersa 2011) those homeowners were

sitting with vastly overvalued mortgages

20 ~

Aln the US, yfouomayowrallkoamwaiyn very many states. W
€ In South Africa, if I have a mortgage of R200, 00C(
R100, 000, I am stildl l'iabl e for tAsactoceconbrhierightsR1 00, 0 O (

NGO (SERI) iscurrently taking legislative action to get courts to set a minimum auction price to protect
indebted sellers, who still owe the bank the difference between the auction price and the original loan.
%L From 10.5 to 12.5%ni 2006 then to over 14% in 2007, peaking at 15.5% by 2008.
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This third and final section asks whether lower income borrowers of color were in fact
Afshelteredd, as one banker put it (Il nterview Vv
frenzyo. | argue instead that these borrowers
greater access tmsecured subprime credit. This operated thrabgharticulation of racialized

and spatializednetrics of risk with the new accumulation possitastoffered by loopholes in

financial inclusion legislation (the National Credit Act). As interest rates increased, and

repayment impairments grew, this combination worked iteratively to further render many

households less mortgagerthy.

Racialized risk of long-term debt to black borrowers in the age of HIV

Racialized metrics of risk, working through old and new sites, contributed to mortgage rationing,
rather than subprimmortgagdending, during the boom. One new site which heightened the
perceptiorof black borrowers as too risky for lotigrm debt even with riskased pricing
during the fgol-AlBbSipareenacoln thesearly 20008, antestiviated 19% of
South African adults were HIositive and mortality projections by actuaries and

denographers were horrifiTomlinson 2001, 652 Black bodies especially were categorized

as 6high riské in both i (Tdampiras2dl5 on al and | ocal

For banker s, AAl DS was a big risk factor i n So
banks require mortgages to be covered by a

mandatory insurance product or facilities like life cover. What happens in the event

where the per dan ntgh dthés bmenaln pasrses on? You
orphans out in the streets! Especially in this continent, whereby, you knowAIBIS

has been quite prevale(interview with Ndlovu, 2012)

Life insurance was difficult enough for loweicome househod s of col or t-0o get,
servicedo by t he flAvdingtanletali 200 W630ktrelore foi HIMd u st r y
positive borrower s. Fi nMar kseVisavismofgage Rrmdindg: e ous €

At the high level of infection experienced in SA, HAIDS clearly has severe
i mplications for housing in general € The

?21n 2000 these included a case for negative population growth in South Africa by 2008; the loss of 40
50% of South Africads current wor kforceftend t wo mil
proportion of HIV infections by 2010 because fwith
wi |1 be offset by people dyingodo (in Taamddefadtson 2001,
at 2010(Porteous and Hazelhurst 2004, 16&)that stage, government was refusing-aetiovirals even
to pregnant mothers: civil society pressure would soon change that and these prdjeti@dinz013).
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assumed by mortgage lenders and/or life insurers. Mortgage Isaaldyrequire credit

life insurance to cover the life of the bond holdecreasingly, life insurance companies
exclude cover for death as a result of HNNDS. This means that: (i) currently infected
people are unable to obtain bonds; and (ii) amongfiagi bond holders, a proportion is
expected to fall ill in the terminal stages of the disease and be unable to work, and hence
to service repayments on a bond. Therefore, the family would be likely to be foreclosed
on at a very vulnerable junctur@orteous 2005, §emphasis added)

Mortgage rationing for a predominantly black and poorer market like the Charter market

c o u | ndthavd been influenced by this lack of insurance or the perception of heightened risk

of mortality in thes populationsin refusing the terms of threatened Community Reinvestment

legislation in the early 2000s, banks specifically mobilized the risk of A®8&ne of their

reasons to pursue a Vol un (Whitfigld2002)dtnveufdeequimreat i on ¢

state intervention vig-vis mortgage insurance to change this (Chapter 4).

Racialized ri sk emlleddédirocreditapplicaion sconesa ¢ e

Another site where we see the consolidation of old racialized metrics of risk is more spatial.
Whereone was applying to purchase a home had deep implications on whether a mortgage was
approved. This is always bound wjih the racialization of space, risk and value. As mentioned
earlier, the banks largely blamed their continued mortgatiening of lower income black

borrowers on the lack of new housing being built by developers during the property boom
(developers whan turn blamed the high price of land). And yet, existing older townships and
inner city areas with properties in the same price bracket were not flooded with mortgage capital.
In fact, one ethnographer of everyday financial practices in Soweto poiritdthbaven in

township neighborhoods where priaesreincreasing, redlining by commercial banks continued

in the mid2000s(Krige 2011, 13Q)

In some cases, this was due to the continueddhtite deeds for old township houses and new

RDP housing, which kept R68, 3 billion in towns
2007, 18) . But | want to | ook beyond this De ¢
id e f e csécondaeydnarke(Porteous and Hazelhurst 2004, 13@gven if the lack of title

deeds was rooted in the devalorization of black sp&ie¢n what we know about historical

bank practice, | argue that a more implicit raspmtial bias was built into the mortgage

ZA[1]t is only through a secondary market that the
and, in the event of default, realized through sale. But the secondary market in township property is in its
very early stages of developm (Porteous and Hazelhurst 2004, 128
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applicd i on scoring models used by the banksd cent
These electronibehaviorakcores automatically evaluate consumers according to affordability

of the loan, their income, expenditures, risk futures, type of sector they work in, and its

volatility, etc. (Interview withStandard Banlranchmanager2013). Based on thegadividual

assessments, borrowers are jettisoned, accepted, or penalized with certain risk premiums.

When first introduced in South Africa in 1984, after an auto financier contracted US firm Fair

Isaacs Company of California to install electronic credit scoringesaads were only produced

for white consumer&Finance Week 984y, Citizen1984)** Universal since the late 1990s and

early 2000s,leect ronic credit assessment has been cel
(Banking Council inParliamentary Monitoring Group 2000@mpared to older manual
adjudications by bank branch €ingphlaoyaecetse ru s iCag at
Capital, Coll ateral a n (Karley?@0d,i3@) i ons o6 i nto the |

But electroniccreditand applicatiorscoring is not neutral; its variables are carefully chosen
proxies by t heasobnalmkksrutifi(mtergidv wighl.gwseace, 20pRyxies

which mask all sorts of assumptioR®r example, variables to measure neighborhood risk

include proxies like telephone landlines and stand eize banker explaingtiatthe bigger the

stand, the better its p p | i scamen Tthése proxies work implicitly to render suburbs with

bigger plots ad access to telephones as low risk and townships with smaller plots as high risk.

I n turn, the township applicant is rendered hi
variables built into appl ineighborhmodsveecedhei ng mod el
secondary mar ket was considered O0dysfunctional
been avoiding since the early 1990s because of a handful obloguodtts, progressive anti

eviction legislation from 1998 and then aetiiction movement the 2000§SAHRC 2008y

4 Responding to a suggestion at the time that banks work to create an integrated, not segregated, credit
dat abase, a bank director surmised that Ait would n
for example, until recently blacks could not purchase their own homes, had more limited earnings
potential and could be uprooted in terms of Grouga&rlegislation. Credit scoring could therefore be
prejudi ced (Rngnad Weskti984). h e mo
%5 At a hearing on evictions from mortgaged township housing, the banks complained that evictions were
somessy n these areas because the housing mar ket had r
funcooperative occupantso bandied together to preve
implement court orders, or justoecupied houses pestiction (SAHRC 2008, 3&). Since the
provisions in the 1998 Prevention of lllegal Eviction Act (1998), which the banks perceive as highly
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The racialized geography of risk remained intact, with the risk of borrowers and places deeply
entwinedin new technologies. These models worked on the assumptiagnthatw r i sk peopl

to low risk suburbs and vice versao a banker p

Beyond the mortgage: predatory lending through the unsecured loan instead

These embodiedpatialand technical metricagain marked certairacializedspaces and

borr ower s Jasso Ohhiigghh trhiastk 6dmor t gage subpri me | end
the returns of the more affluent property market were so good). Mortgage redlining remained

more common. But this redlining and itsiedized underpinnings aldmegan to articulatia

unexpected ways with new developments under financial inclusion legislation. From 2006, the
National Credit Act would be blamed for makinndparder to qualify for mortgages given their
tougheraffordability criteria (Deloitte 2007), as well as incentivizing profitable skemin

unsecured lending instead of mortgage finance. In its integration of credit regulatory systems,

the NCAallowed all registered credit providérsot just microlenders under the Wgu\ct i to

offer what were now called unsecured lo&tBhese were any kind of loan issued without

collatera-ia | oan that is issued and supported only
personal loans, store cards, credit cards, etc. (SaoHzatet, 3)In a further bid to encourage

dowrrmarket credit from formal institutions as opposed to loan sharks, the NCA grew the size

and duration permitted on these loans.

This opened up a whole new accumulation strategy for banks. Rather thamcelmaggh r i s k 6
borrowers more for mortgages (with riblsed pricing), borrowers could be offered a different
credit product altogether, of similar size and with a much higher return on éthese high

returns camérom lower caital reserves than was reqedf for secured financejuchhigher

interest rateéd and steep administrative fees, crédiiurance and payment impairment charges
that are the real source of profit for banks (Interview with Bauer, 261Bthermore, unsecured

loans were cheaper to adnster than mortgage loans, requiring less manpower for minimal

protective of the occupant and prone to lengthy court processes, they prefer to-tgsttebturing before
foreclosure.
% Although banks had partnered with microlenders since the late 1990s, and begun experimenting with
their own microloan products (Rust 2003, 14), emdesigning their scoring models for those (Feasibility
2006, 19)efore then.
“"Forunsecuredloas, credit providers are allowed to charge
up to 20% in risk premiums, verspeme interest rates on mortgages at 2.2 times the repo rate plus up to
5% in risk premiumgSchraten 2014, 12)
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affordability checks, no need for property visits, etc. Under such conditions, why lend someone a
R200,000 mortgage over 20 years at prime plus 2% when you can give them a R200,000

personal lan over 84 months at 20% interest or even higher? The Big Four banks actively
exploited this fAbusi nes sandRiskResobrcadiPpld)y t uni tyo (
alongside an old micrender (African Bank) and the newer Capibank Over time, unsecured

lending would be pushaspmarket (targeting bigger borrowers, and abandoning smallef®ones

as the NCA allowed larger and larger loans on longer t@rmkile simultaneously

undermining the mortgage as a profitable credit product.

Although there are no statistics on how many consumers were granted unsecured loans when
previously they would have been offered mortgages, theaffap lowervalue mortgages
trackedby FiMar k Tr ust 6 s c)caouldindicatethistreplacenfienf gmaller2 0
mortgages by bigger unsecured loans. The alrsadya | | proportion of the b
books apportioned to borrowers earning less than R10,000/month dropped from 3.1% of total
mortgage value in 2007 to 2.7% in 2008 and 1.8% by the midd@eldr (Eighty20 2010, 6;

National Treasury 2011, 71). This decline has to be read in the context of a general contraction
in mortgage lending across all income groups during that time, with the increase in impairments
under rising interest rates from 2086e bottoming out of house prices after the property price
burst in 2007, and the global recession ended cheap funding and augured mass retrenchments
(Eighty20 2010, 5, 9) (Fig. 23But although credit supp in general contracted (Fig. 2

)30

unsecured leding would increase exponentially until 20DNCR 2015)™ creating new

devastations but also, beyond the scope of this chapter, new publics and politics around financial

®Despitel endersé claims that unsecured | oans are fiprod
(FEASIbility 2006, 20), & unsecured debt from these formal institutions requires a pagsligge,
anthropologisDeborahlJames notedt a public presentation at the University of the Witwatersrand in
Johannesbur g imamR®dtl 3getih Tehrey pmoeort o | end them money! 0
source of i ncome, youothAfrcanhavmo ghertasset to lewemge, usllkelian e S
peasantfor example because of the land dispossession and proletarianization in South Africa historically,
she explained.
#91n 2010, loan sizes up to R100,000 were permitted at a maximunrtdoarof 72 months (NCR 2011,
21); by 2012, this had been increased to R230,000 over a maximum period of 84 months (Compliance and
Risk Resources 2012, 6).
%0 From 4% (2007) to 8% (2012) of the total loans b@@érliamentary Monitoring Group 2012)
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inclusion® By the time | arrived for my fieldwork, the air would bécthwith the critique of

unsecured lendingParliamentary Monitoring Group 2012)

Total credit granted and gross debtors book from December 2007 to December 2011
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Figure 22: Total credit granted and gross debtors book December 20Dé¢ember 2011 (NCR 2012,
24)
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Figure 23: Percentage distribution of different credit types December 2007 to December 2011 (NCR
2012, 24)

Unsecured lending had other effects on mortgage lending: as household indebtedness rose

through these new varieties of debt, future possibilities of mortgage access dimiAished.

31 See also work orided experiences of credity the anthropological Popular Economjesject(James
2012; Kiige 2012; Hull and James 2012)
%2 Household debt as a percentage of disposable income rose from 50% in 2002 to 66% by the end of 2005
(Standard Bank 2006 70% in 2006, apparently the highest since dateestéting ollected in 1991
(FEASbility 2006, 1, 15).

109



Indebtedness, nor unsecured lending, was not confined to lower income borrowers, although
already by 2006, researchers pointed to an increase particularly in wolkiagndebtedness
(Luis andRuiz 2007). This indebtedness only deepened as interest rates rose multiple times
between 2006 and 2009, and a million jobs were lost during the global downturn. And in a
vicious cycle, borrowers borrowed additional unsecuredsi@aimarily to consolidate other

debts (Schraten 2014, 14).

Lenders initially claimed these debt levels were just part of the natural credit cycle (Feasibility

2006, 23), or a function of interestat e hi kes, or a productm of cons
poor Osavings cul t drWtidecrwesof olfl iaciabizedadiscadrsesiof risky t e r a ¢
black debtors, théemerging black middleclaa nd 6 Bl ack Di amonds®d wer e
chastzedfor their unsecured delieledconspicuous consumptiagather than investing their

money or t aki (BagsinesmDagOdla ofdPosel@E G James 2014)

Conclusion

The cheap credit supply during the commodity booombined with low interest rates and

financial technologies like riskased pricing, credi&coring and securitization augured a flood

of mortgage credit into South Africads propert
bolted, developers built gatedmmunities, townhouse estates and sfall their residents. But

despite the simultaneous unfolding of increased credit supply, increased disposable income and

new financial inclusion regulations, the mortgage and property boom was experienced unevenly.
Evenwiththei publ i ¢ mandate to | endd, a property inv
happened fion t he b anBastR0lR)eThismaeant flndncetflavedv i e w wi t h
towards the highest returndigh value mortgages, suburban properties withgipices, and

high value developmeiitand redlined old and new sites of racialized risk, namely the black

6t ownshipé and HIV borrowers, except where the
ri ské6 unsecured | oans. dthéirisklofsecdritizedhmertgagesathise t a ki n

was not an exploited avenue for lower income mortgages.

% This beratings despite the fact that traditional savings products have been historically underprovided
and hardly incentivized (Ardington et al 2004); and that sawilogsxisti just not savings accounfEhe
most common savings fAvehicled in South Africa in 2
(Old Mutual Savings Monitor in National Treasury 2011, 50). | heard industry commentators blame banks
for not being innovative enough in channelihgge alreadgxisting savings in pensions, stokvels or
dunder mattresseso.
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Of course, this argument is made within the confines of the available data, with little

comparative capacity between income groups or racial categoriéfesdrd scales over time.

But for South African households earning between R1,500 and R10,000 durinrg@)4heir

share of mortgage finance diminishefthancial exclusion of a degréewhile they were

simultaneously oveincluded in unsecured lendjrmade more profitable through financial

inclusion legislation. It would take state intervention, and some major capitalist crises, to change
those metrics of risk and reward. As a representative of the Banking Association told a special
Parliamentaryheerng on unsecured | ending: Al f the mark
t h e(@abvadia in Parliamentary Monitoring Group 201@hapter 4 takes up this provocation

to think about the widk of making markets work.

I end by considering the |Iimits of the chapter
has been a journey fraught with quantitative challenges, incommensurate comparison, and

potentially inaccurate causal argumentfias meant travelling at a particular scale, in which

other scales are obscured or ignored, the numbers floating above place. With different data, we

might see something different altogether. For example, with comparative income categories, we

might see tht subprime mortgages were rife for households earning just over RIab0o0t

whom we have no separate data. This opens up a
in South Africa? The stats only capture those earning up to 7,500/month. Witibatszkdata,

we might find subprime mortgages rolling out across a neighborhood, or else one completely
redlined. Making these interventions through c
be one way of nuancing ta0i6s. cGeatpttiem d sh alrd uonfe nk

lending statistics, with comparative and historical extent, would be another.

But we also miss other things happening wherstrietly6 f ol | ow t he moneydé. The
takes this as its point of depare. If thequantitativeeffects of the credit boom and financial

inclusion on mortgage lending were uneven and underwhelming for ioegene households of

color, thequalitativee f f ect s of this figol den erado were mor
kinds of boundaries formed, the knowledge produced, the discourses circulating, the institutions

born, the alliances formed. One of those qualitative effects, and the subject of Chapter 4, is the
construction of the Oaftfwerdalhlhe mdmrlkaet @, otnfmad to6

and thegovernmesgu bsi di zed housing market, around whi ¢
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and 6innovationd would circle during the finan

of the O6emerlgi ntd alslsabc k omindbd | onger be redlined
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CHAPTER4Ma ki ng the mar ket work: marketizing and
housingbé6

Introduction

The public sphere was electric with deelated crises when | arrived for my first bout of-pre
dissertation fieldwork inuly 2011. h various media, financial experts, money psychologists
and talk radio pundits berated South Africans for their poor savings record, high levels of

indebtedness and spendthrift cultute6 % of Sout h Africadés 18 millio
fallen behind on their credit payments. The ho
| amented: AOur country is in trouble: Why are

spendi ng halgi tfs h@nAk ilad a die wisppalped Ibil faenetdy INeg & d4d
f or di(Basiness Rag(ila; 20110 A consumer credit group added that this was because
South African credit wasspamigedry dcronasmaplt é v e
rather than investments 6 g 0 o d (Hdymdns 2D10)The &emerging black middle claand

6Bl ack Di amon d sohastisedor this(BusinessiDagdlla)r | vy

Others focused on the supply side, querying the effects of the National Credit Act and the

loopholes it had created around unsecured lending, and how lenders were abusing those

(Donnelly 2011) Still others blamed the global recessivhich had taken positive growth and 1
million jobs with it; no wonder people coul dnbd
deployed legions of debt counsellors via the National Credit Regulator to advise consumers in

arrears before repossesshmygan

The world of 6good debt 6 heasmculative gbldeedayslofr oes of
residenti al real estate had ended in 2008, but
Johannesburgds gated ¢ o mminim)itamplexesdFiggd). he ct i onal
property price bubble had burst even before the global recession hit: after interest rates rose,
househol dsd debt bur dens i fasterthan theythad in@5ydarsh o u s i n
(Anderson 2011; Mushongera 201Q¥ those mortgages in circulation, almost one third was

Aidi st roefalen bethind on their repaymer{tdhlanga 2011h)Already in 2008, banks had

pulled back from mortgage and developer lending when prices dropped, arrears rose and cheap
wholesale funding ended with the global markets crashog: only a third of all bank credit

was going to mortgagdsleymans 2010)Bankrupt speculative developers owed the banks
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billions (Financial Mail 2010) The number of estate agents decreased $yd&ter the peak in
2006/7(iafrica.com2012) The fAmortgage | ¢é@OdNegl trenigd was

Figure24¢: 6 For sal ed scognmnsu noiuttys iidne Jao hgaantreeds bur gbés nort

Yet, within the property and debt infrastructu
my attention: something the media was calling
0t r adli tmamket 86, properties were sitting on the
mar ket 6 properties were moving much faster. Pr

while trophy homes were losing théister(Finweek2010), t he oO6af f or dabl e mar k

from strength to strength.

Its definition unstable,théa f f or dabl e mar ket 6 was someti mes de
properties concerned (between REBD,000), or the monthly rental cost; other times, bg t

income of the potenti al homebuyers or tenants,
earning R1615,000/montf.6 Af f or dabl e propertyod could apply

'$73, 000 at the ZAR to USD exchange rate in 2011; |
2 A reminder: he formula used by housing finance experts for figuringiofitf or dabi | i ty, fassu!
have no other debto, is when a 20 year mortgage ap|]
income, at the current interest rate. For example, in 2012, a household earning R15,000/month at an
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described by a | ocal pr op eatexist]] belowwthe saimread as t hos
and the railway | ineo, and in finew @deed emer gin
2005, 57) It was a concept cutting across the historic divides of suburb andhgwdvhite
propertypanddlack housing

The subject of the déaffordable marketd was cl e
buyer. At a time when there seemed |little el se
celebrated forenablingew t rends in 6é6black buyingdé and fdAde
(Sexwale 2013)A popular mortgage originator announced that in 2011, for the first time, black

South Africans had applied for more home loans than whites (45% %sofitotal home loan

applications), and accounted for the majority of approvedtfirs buyer loans (at 55%)

(Mhlanga 2011la) Si nce this wasno6ét the direct effect o

3), the efficient workigs of supply and demand in a free market must be responsible. It had just

Atake[n] a while for the new market to expose
recognizevhat 6 s happening i n t hexperexplainedlnierview ne housi
with Rust, 2012). Or, mor e -cplaatsrso nciozni shugnheyr,s féo rt

concentrate on acquiring real assets such as property rather than buying luxury cars and furniture
or designer cWilbam$201€163. ( Gef f en i n

Such A[ m]arkets do not simply fall out of thin
are continually produced and constructed socially with the help of actors who are interlinked in
dense and ext ensi v gBewd &nd Boaeckler 300 53@spired Byl at i ons o
heterodox approaches {(Peck#0dxthiswclaaptér geeketoi st i ng mar
Aoprovi (Peck2012 129 dé oOaffordable housing mar ket o
as the o6affordable mar ket d) expcbh e séaf Dofdablefn
after the boorandbust of the 2000&sapr oduct of -demand dynamicsbor sotep p | y
rational consumers. Nor wasoitly a structural effect of financial inclusion law, lower interest

rates, or of surplus capital looking for high returns. A lot of political, technical and discursive

work had preceded &b a f f o r d a bdppearameeredpite titdappdrent absence from the

guantitative, O6follow the money6 shistoryyy i n Chap

interest rate of 11% couldfafd a R500,000 house. Those earningRO@ , 000/ mont h coul d af f
cheapest newly built house today, which is about RZ
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Through a combination of techwomiltural and socioinstitutionalist am@ches to markets, |

argue that the initial construction of the 6af
6growth machine6 so much as a contingent and c
finance knowledge, middle class grievances, firmici i ncl usi on politics, Om
newsociet echnical devices which together frame an:i
time however, the interests and investments of these enrolled actors start to more deliberately
shape t hemarak € tod ddéa bflreami ngs and bounadfari es, an
public land, newdisk-sharin@devices, changed housing policy, etc.

Il will get to 0 fo6shartlyi Butdistaaatedbodt e sourceanktyzen g
representations and mativesacrossa range of primary sources: media, institutional reports,

public presentations, policy documents, parliamentary committee meetings. | draw on my

interviews with housing financexperts mul t i pl e 6éaf fordabl ed banker
(@t hough with a stronger focus on the first ban

developers.

After the literature review, the first substantive sectibthe chaptetraces the tentative
construction of the O6af f ol20d@Hdemonstralethewitteg mar ket
boundaryplacing work of housing finance models and experimental pradtickankersopen

up an expanded terrain of interventloetween publichprovided lowincome housing and the
6traditional 6 mMarfdebogsingmaar rkkestftémedvimodlassically as a

space of high demand, low supplyand a private market desigraspursued through the

Financial Sector Charter.

But in failing to clear itself through the private market, the second section investigav the
expanded boundaries of twhhdhehbasindgreevadcesiofitre mar ket 6
&éemergingblackmiddle clasé This political content allows for new framings and new

enrollments parti cul arly of the state.asTwdifgrha mii sksd,
as part of the O6housing backlogbd created by th

increasingle mbed t he oO0af f orrespohsibitiesmar ket 6 i n state

With this embedding, the third section argues, market actors pilot new market devices-or socio
technical mechanisnisfrom insurance, to housing policy and public land asseriblgse
experimentsvork toredistributeracializedrisk onto borrowers and the state.
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But marketmaking is never complete, and these market pilots soon reach their limits. The final
section describes the more deliberate reconfig
boundaries in 2009 through a coordinated set of market actors. This boundary (re)placement
doubles the terrain of the oO6affordableb6, creat
stabilized state support, trieshdtested market devices and increasedmagepotential.

Scholarship on markets

Markets have been largely taken for granted in economic geogtaplpjte trenchant critiques

of mar ket fundament al i sm and(Pecka2012,t1¥) 1R6s t mar ket
Berndt and Boeckler 2009,539) Thi s refl ects geographical poli

in the spheres of production, as the site wheaésurplus value is producg&heppard 2011,

Christophers 2014b, 18). Theanal y t i-b a k iofntadketstak givethemmore power

than they actually hay@erndt and Boeckler 2009, 542ut also oddly prop up the grandest

assumption borthodox economics itself: that markets are natwatigurring, seklregulating

entities(Peck 2012, 118)nstead, economic geographers have been challenged to approach

mar ket s i n sglalt italdiyr cfomesdiid uti ve character ani
(Peck2012,118) St arting with these fAimarket realities
accumulation togChristophers 2014b, 16)

The study of fAactually existing eaeemdoket sd has b
economicgPeck 2012, 1223nd other social scienc&seographers BerndindBoeckler(2009)
identify two threads. The first is a social C O
been poplar in economic or Polanyian anthropology and sociology. It emphdkzaescie

political work that goes into marketizing commodities and socially embedding those markets to

make them work. This embedding is worked at by and through institutions lilentle the

stat e (tihsétutibnalist®i s s o Bolrdieu@005) or relational networks between
actorsefi wdb ek f(BeredoandiBesetker®009, 538). The state is seen as
entangled, rather than O6out s (Kdppngrasdlvarezng a c on
2007, 233)

% Some early exceptions inclu@eppard2005, Smith, Munro, and Christi€2006 andAalbers(2009)
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How are we to operatioriaé this socioeconomics approach? P@tKL.2; 2013a; 2013bwho

haschampioned this in economic geography, admitsRhatl a n y i didnét | eave mu
i meotdho| o gi c a(Peck2618lp248)t Bot he suggests | aying be
conditions of product i on, -makiegpPec 2002¢ 122¥fwaugha nd f ai
what fAsocial constructi dusndaend yiimgt il towti icen alnidz
(2013a, 1546, 1558Withwha A const i tutive connectionso to of
organizatioranda globalizing neoliberalizatiof2012, 127128). As socially instituted

proeesses, markets are always political and unstable, subject to both contestation and
manipulation(Peck 2013a, 1557)

The second approach to fiactuall ydoeul suralg mar k
economy of meaultkrabappréachesdot neakdtization studi€sllon 1998;

MacKenzi e, Muni es a, and Si.Marketiz&@tign;studieadtaet fokna n  a n d
a different ontologyo the socioeconomics approacie that does not privilege the social

formation, institutions oa priori interess but fi begi nqMukllerigiie 2083, t he mar

1630) Inspired by the scienendtechnologystudies project, actaretworktheory and

Cal | (b988)6sper formativity of economics6é, this app
human/norvh u man mar ket actor s, technical and natur a
knowl edges. It is from the emergent, contingen

distributedbodo Ab6cal culChrstophers 201dlp Exhiatty 6ida c(tGaolnl o n
s p r i (Magkedzie, Muniesa, and Siu 2007, 5,.IR)is never patldetermined

isoci otageademeidtc ¢ ISar asyemblag@erforms and temporarily stabilizes what

we know as (Berhdhand Boecklek 20116561)

How are we to study tandCallen (20K0Y okfez & derSdglide?Thaya | € K k a
insist on Ainquiring into the rol e okfetksnoowl edg
(23). In terms of knowledge, they suggest invest
and lay knowledge, knowwow and skills [are] developed and mobilized in the process of
designing and ma n(atgailnégk knmaanr kaentd. Iisthathsboess, weeétO , 19)
a variety of market actors, suchasdemic economists, consultants, bank economists, NGOs,

who Aconfront one another around different pro
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and toolso ¢fam@xkkamni aa i Tamae Material todl€ duch,as ceedit)

scores, computer screens, supply chain managdBemtdt and Bodder 2011, 560)also do

performative work of theirown &t e xt ual and (matl erkikaln deawi Cad d o1
fiOne ofthe first tasks of a marketization study is, therefore, to identify the forces participating in
these networks and to Yrtaerrextkamd amaivaCtalh ¢ yo ni r2t0é€
project not so very different from network sociology.

Butthen¢t al € k k an an deadown adiffereqtpadhl™e¢ Af orceso al | i n
whattheyc a | | Aframingodo work, particularly of goods:s
Framing is about constructing boundaries that

(¢al éxkan an ddisehtangling good2 @hd a@encie® from one set of relations into a

market encounter where their prican be tussled over by a range of calculating agencies. This

is particularly helpful if the good is not usually marketifeslu ch as weaancher . ¢al é
Callon(2010)want fan inventory and goinokthgsseframingsf t he i

and boundary placements.

Finally, ablvénamhagsfiare incomplete and i mperf
Amoments of overflowod that show fia frameds sho
or other framing devicesi si bl e whil e inspiring debates on h
(¢al ek kan an dThi€iawherethey t2yQolntake ro8oy politics.

Framing and its overflowings reminds us of other work in postcolonial studies that is interested

in boundary placing and ¢ on s88) Cdlonding Eggptamdut si de s,
the col oni z e mgebgraphy,mafelwaverputrhg postcolonial approach to work

vis-a-vis marketgSidaway and Bryson 2002But this sticks closely to the representational and

the construction of knowledge. Mitchell pushed his later work intoetttain of the non

representational and the mahlanhuman with the tools of science and technol@gitchell

2002)and marketization studi€slitchell 2007) But this has been to enrich, rather than replace,

* They broaden their approach from older work which centered on the role of economics and economists
in performing market§Callon 1998)
® These studies center the boundary placing work required to produce that which marks itself as the center:
the West, modernity, the nation, the urban, the citizen, the city, whiteness. Categories that are always
reliantontheirconsi t uti ve outsides, or in marketakzackkam &adc
Callon 2010, 8)and the maintenance ¢fase outsides by epistemic and physical violence. Much of this
kind of postcolonial work concerns representations, discourse and knowledge.
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his core interest in the production of categor
law and violence, through notions suctfias o ci ot ec hni c al mechani smso,
reorganize how people live, the political claims they can makehapdtas s et s t hey <can
(Mitchell 2007, 248)

Geographers have also experimented with tfieseo ¢ i o t teashimrespande ¢o some of

the critiques of marketization studieg#s lack of politics and generalizable theory, too locally
focused and inattentive to power relati¢@siristophers 2014b, 18)geographers have often
adopted hybrid approaches, their different ontologies not withstaffsimigh, Munro, and

Christie 2006; Ashton 2011; Lai 2011; Hall 2012; Ouma, Boeckler, and Lindner 2013;
Muellerleile 2013; Christophers 2014&hrisbpherg2014b)has been the most ardewtvocate
of a collaboration between Marxian political economy et he call§it e echunat ur al 0o
approaches, arguing that attention to market devices and agencements can helpexsivitier
the dynamics of capitalist accumulation working through thelynamics he wants to see more

of in Polanyian approaché€hristophers 2014b, 17)

This chapter attempts such a conceptual cotktlmn, but between marketization studies and the

more social constructionist project outlined by Peck. Althduinot put their prescriptive

schema of O6framingd to work nerl ékh&aocomaoadpiCadi
(2010)empirical guide helps me draw out the entangled investments and performances of

knowledges, sociotechnical devices and framing mechanisms that give meat to the vague social
constructionist categories of market éproductio
6failured. |1 try to pay attention to the work
insurance. Marketization studies also push us to take seriously thegemly of these market

makings, and the shifts that occur through emergent combinations of different agents and their
calculative capacities, rather than a pagfpendent conspiracy about how these formations arise.

But | want to hold onto the social mstructionist insistence on contefReck 2012, 124xhe

importance of institutions, the sometimes-gieen and strong interests that shape contestation,

the political nature of markehaking, and, irthe following chapter, the dynamics of capital

(Christophers 2013).

®0Ot hers have preferred to start el sewhere entirely,
(GibsonGraham 2008) hat refuse 6the marketd as their startin
practices of life and livelihood that exceed the frame of the market.
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I. Under construction

| start with the knowledge, practices, market actors and market devices that through their
representational work and practices téwedy bound an expanded space of exchange called the
6affordabl e bheotwseienng tnhaer kgeotvée r n me rednvestionbleri dy 6 ma
GormabmarketThe o6af f or dianbiltei adalryk entedoscbl assi cal f r ami
| ow s u p ptlthat dequimel mére supply from the market, was stabilized in a pact between

state and bankghe Financial Sector Charter.

Model |l ing South Africadés housing market: expan

In the early 200a9%, atshe &afnfcerpdathlaed rhartkd e ca
or economi cah oy s hadofldr foaisrindtree bisceurse of trade unions and

community organizationwho had an early 1990s campamalledii Af f or dabl e Housi ng
(Bond 2005,135) Suturings of Oaf flegrdtadirface inthausingi ngoé t o
finance discourse and documents from the early 2000s, especially those produced through the
USAID-funded Haising Finance Resource Progréit+RP) In one of their most widely
circulated working papers on blockages to hous
described narrowly as:

theterm used by the housing finance sector for consumers who can afford the

repayments on housing units costing between R80 000 and R100 000. They are regarded

as affordable by households earning R3 6@e maximum income limit for the state

housing subsigi or just less than this. Loans for buying these units are made available

by small banks and ndwank lenders, most of which access NHFC wholesale finlance

(Rust 2002, 15)
With these fboorrdebrlse marek edta was a small O6count
available, its citizens earning just little enough to still qualify for a partial government housing
subsidy and just enough to take out pensiacked housing loans or instalment sales pgek

from niche lenders and the few developers who had cornered this rfRuke2002, 15)

However, in thenarrowly-drawn pyramid diagrafo f  Sout h  Af r i cpeodided housi ng
in the working pape(Fig.25) , t he aut hor di dmndefinitoncdthe accept t

" NHFC being the state development corporation that providech o | esal e fi nance to ins
housing loanstolow ncome buyer so t hat c dRukt@008 1l)ugilehosef i nance f
institutions were wiped out e small banks crash 2002 (see Porteous and Hazelhurst 2004928
a critique).
& Mainly to fit into the formatting of the working papérelieve.
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6affordabl e mar ket d. Rat hert ¢ heegracwd vteH ¢g ti enrt rea

6af fordabl eo.

bri
t he
of

But fi ef
di

mar ket

d e s Oeaxteriprs. At thentop offthe pylamid 6 a f f or d a
smal | af fl

supply 4Rust2002 ahisdGls¢eoftbke act i ng
p o p ul armoregper mendandonoaldiaccBss relatide@xpensive

rst, a

agram sat uent pinnacle mislea
forces
countryos
housing (R100,000 or more at that time) through personal savingsdtasgepaymentand
mortgage credit from the big banf®ust 2002, 14)At the bottom of the pyramid were layers of
ds c at’etheb065% ef Bouth AfricéinRdusebolds earning less than
R2,500/month that qualify for larger public housing subsidies, topped up by other small loans

and microfinancéRust 2002, 166).

househol

A
Income l\igntl Approx Finance Guarantees / security ~ Facilitation
Segment unit val
<R6 000+ <R100 + Individual mortgage loan (bank) * Mortgage bond « Estate agent
000+
ormal + Individual Gateway loan * Debit order + Personal banker
_______________ uburbap . *Payolideductions __ « Developer
>R6 000 + Institutional loan: for rent/instalment & Debit order « Landlord/ tenant
sale (NHFc, local authority, investor) tribunal
>R3 500 <R80000 e Individual Gateway loan ® HLGC/NURGHA guar-  » SHF
antee
+ Niche market pipelines * Debit order » Landlord / tenant
fribunal
‘Affordable « Institutional loan: for rent / instalment e Payroll deduction o Developer
market’ sale (NHFC, local authority, investor)
+ Subsidy * Pension / provident * Use assessors
fund cession
o Covering bond  Loan originators
35 000 o Own deposit .
>R2 5 <R28000 e Individual micro finance (direct & via e HLGG/NURCHA guar- o Use assessors
NHFC) antee
Enhanced o Niche market pipelines o Payroll deduction  Loan originators
RDP
+ Subsidy * Pension / provident
fund cession
<R18 §00 o Own deposit
>R1500 RDP give- R16 000 e NGo loans (uTshani, Kuyasa) o Savings / labour * NGOS
away
+ Subsidy * Frequentrepayments  « People’s Hous-
ing Process
/RO ! * Small loans

Figure 25: Diagram of South Africa's housing market (Rust 2002, 14

In this diagramauthorRu st ar gued t hat t henarfowlydefmeddabl e mar |

Rather than only targeting those householdsiegi®3 , 500/ mont h, it Ashoul d

° RDP being the shorthand name for the Recantion and Development Prograggvernment
subsidizechousing progranthat was partofthd 99 0s 6 p ol i digcusced btthe en@ait i on s
Chapter 2. Households may be able to fienhancebod
described in the diagram.

t hei
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households that can afford to buy housing unit
earning anywhere between R2,500 and R6,000/m@hikt 2002, 15)The floating dotted line
extending the Aaffordabledo into the fAnor mal s u
representationally (if not to scale). Households on either side of this dottédelimeing both

below R3,500 and aboveiitfall into whatthe authoc al | ed fAa significant ga
referred to as a 0 dRugt #8002 15)ghessdhe aradiandpgroduztd uct gap 6

igapo which the activist diagram marks out as

At the same time, one of the big banks (First National Bank (FNB)) was building their own

mo d e | of the housing mar ket extermdéddhigherfupthedi ng t hat
income scale. This modelling project was under
Servcon committee 0 6 nor mal i zed t owthesl®90Panpnswceessiult y mar ke
program he said had both challenged and frustratediitne early 2000s, his team did some
Apretty medieval 6 research and modelling that
R6-7,000 income range.

And we just saw it in lots of numbers at the time; and depending on the way one would

cut i dnétimadier really, because the need
million units, as an estimate é So, it was
financial model to actually get into this. (Interview with Marais, 2012)

The crash of small banks R002 offered the chance to put this model to work through new

market devices. Until then, pensionac k ed | ending had been the Big
withtheless han finor mal suburband since the mortgag:t
(Chapter2) nt er vi ew with Barnard, 2013dmelodhhe O pi one
departmentas some of his competitors called hitescribed how they bought up the
6affordabl ed mortgage book of a small bank ( Sa
capacityo (Interview with FMBrslanlystartedds8uingtheir Wi t h
own | oans on already exi st000OMpnthoredme amgd,a bl ed h o u
although

[ wl]e didndt have a pjudgmentallydivauakycowithinda, we | u
certain basic framework. We applied the classical things that one would do in a housing

finance environment, like loaio-value use, and repaymeiti nc ome. So t hat 6s

we started. But very ver ytil (mtervidwevghé We wer e

Marais, 2012).

These experiment al practices were the tentativ

subdi vi sion within a Big Bankds home | oans depa
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The newly arrived DFIEfundedthink-tankFinMark Trust (charged/i t h 6 maki ng f i nan
mar kets work for the poord), began to stabiliz
FinMark TkonewdmsCwO®I $tated in a popular book th
appropriate finance for the morethan26% househol dsO0 earning bet weeé
access the full capital subsidy) and R7,500 (where mortgage finance becomes available) in the

R101 00, 000 property valueRL86OGge00n Hbetvgeghi hggaphds
the biggest microloan arttle smallest mortgagefii s t he central probl em of
t oday 0 [(Perteaus andiHazklhurst 2004, 122 coursefor all theSouth Africansvho

had been struggling to find housing they could
gapo or fAproduct gapo -tanksscri bed by experts and

But in just two years, then, these new models and experimental practices were expanding the
terrain of the 6éaff or dr3,b600/mdnthfoincdute aamuahsvider e ar ni ng
swath of households earning between R1,500 and R7,500/month (if nadhlghei s #Af r ont i er
(Porteous 2005, 39f possibility went by various, sometimes interchangeable names. A rather
obvious one was the 6gap mar ket 0;distnctiontish er |, 6t h
made between the two. A substantial new terrain for housing finance intervention, accumulation

and politicswas being mappeaut by these housing finance expddfs Mitchell 2007, 247)

But who would intervene and hdiwas a more privatefgupported or publichsupported market

- was the subject of contestation or encountdr asl € k k allon (20b0¥vou@ put it.

Framing 1: 6high demand | ow supply®é6 should nat

A privatelysupportednar ket seemed obvious given that o6éaff

guestiono; it was a questtonoobclearéastagl sup
assumption informed FNBOs earl y fexphmeriemdantt fiisn
need, then surely if thereds this economic thi
itselfi n 20 years. Thatdéds what | thoughto (Intervi

also informed state thinking in the early stages of financial inclusion negotiations: egpital

needed t o régctqgghrei zeec otnhoanti cil fi letsu rwe t cdhf btl lmick sd@u ("
Ndebele 2000, 49ns a leading advertising exec had put it, and thus the rational response would

be private investment in this high demand market. The (failed) ContyrReinvestment Bill,

anatit empt t o c o nfpomlinsom 2006k38wataa exhngple df this approach.
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Theprivatemar ket approach to the problem ach the oOaf
higher scale in the form of the Financial Sector Charter (FSC) being hammered out at that time
(20024). The FSC, the financial industry transformation agenda described in Chapter 3, was the

first to institutionalize the persuasive diagramming of hagiBhanceexperts, defininghe

C h a r targat dasket widely as households earning between R1,500 and R7,500 per month in

2004 Randsdlt was to these 5.1 million householdko earned too much to qualify for
government housi ngi camadl & ofoi Nancte et hfaotr tohte aQhar
in housing finance between 2004 and 2(0d8Izer 2010) It even lent its officiasounding

name to this newly expanded market, shorthanded &b #t& markeior CCharter market

But stabilized market boundaries with high dembowd supply dynamics and institutionalized
commitmentsdidnana k e f or -al é@arait nudsave deay inlCleapter 3, there

wasndét a flood of housing finanbe d&agoenpdoperty
the commodity and property boom described in Chapter 3 meant both finance capital and real
estate capital werenodt terribly interested in
booming finor mal S U b ur bkeparceived o halattached to thisimarkét h e h i ¢

had stil] not been redistributed. Making the 6
politics.
l.6 Making the affordable market workd: new poli

Growing black middle class grievancesoverhousi ng 6gapé6

A6Communities é are requi r édck2003n, 1552prpkreapss 6 0 ( Gu
in a more iterative way, we can think about how communities and publics are both eamdlled

conjured through markehaking (cf.Mitchell 2007,248) The &6 af f odexpamdinge mar Kk e
borders articulated with the housigwhonighti evance
neverhavesen t hemsel ves as the oO6affordabl e mar ket 6

and market subjects to thasarketmodels.

According to market research, theb | mickd |l e cl assd® had grown by 3
between 2001 and 20@Standard Bank 2007, 18@nhdwould more than double in size between
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2004 and 201 As wages i ncr eas e d? ahdhoisehglds falutefthi®gol den
government housing subsidy bracketgr e wer e fAri sing political pr
black middle class for housif{§orteous and Hazelhurst 2004, 13®)blic sector workers and

trade uniommembergarticularly, who earned too much to qualify for public housing subsidies,
wanted to know why Athey candét afford housinga
were hardworking postapartheid citizembey remained locked out of thedyoing property

mar ket t hat t hwaséxpeoancimg (Chapter B)uwilitessté@ore predatory

forms of credit, while the state provided housing opportunities only for the poor.

These demands, from an increasingly powerful political constitu@acyes 2014, 3added

political content to the representational work of housing fin@xpets, and urgency to the

failures of the Financi al Sector Charter to Oc
grievances also offered developmental grounds through which the state would be enrolled into

increasingly supporting the 6affordabl e mar ket

Framing 2: reducing O6market distortions6é throu

With the Financi al Sécthei Choatget fmat ketg, tbaud
6mar ket distortionso: @&higheiskfThe Bartking Assheation af f or d ab
started lobbying to mak&isk sharinga reality, presenting Parliament withejuest for a

Al ongt i me withagovernneent sisrvisgheC h a r R42 bilios housing commitment
(Parliamentary Monitoring Group 200%pecificallyt h e  peopokakréguested more

extensive housing subsidiesed interest rates, the underwriting of mortgage finance through a
ACentr al Loss I nsurance Fun Rariamentay Monitoring st me n t
Group 2005)

T he bmopdsa r@sted on the takiar granted framing of the lower end of the market as
highrisk.i [ T] h e tapiralproviderhsayitgyou, FNBO&s Head of Housi nc

me, was[ tthetafif or dabl e mar ket 6 9]ons owats afi skkd,

19 According to the UCT Unilever Institute of Strategic Marke ng, t he ABMC had more tt
the last eight years to around 4rfllion in 2012, up from 1,.#ni | | i o n (iafrica.cén@01.3) 0
! Contributing to the growth of théslack middle classand their wages include dugactors as the end of
the racial colorbari®out h Af r i c ajobsmanked; desegrpgation df edication systems;
stronger collective bargaining rights for trade unions; higher employment levels during the commodity
boom; deracializingf the public sector workforce and wage increases therein; black economic
empowerment, and tax cuts for the lower and middle class.
126



(Interview with Marais, 2012¥inancial institutions and some housing finance experts

perpetually representedtisar ket as high risk, with a fAhighei
(Tomlinson 2005,2)or as a At r adii & k oinraisthrgldarddank 20@5h16)

This despite little data collection and risk analysis before the late 2Bi@lzer 2010, 4)and

little experience in the dédmarketd to judge by.
and racialized, constructions that-intomel | ong st
black housing, gpecially in townships (Chapter3).

This framing of the o6affordabl e mar kisk-6 as hi g
sharingpar t ners and instruments t o Giskshdied t he mar k
arrangements was organized around mortgage insurance. As discussed in CBapiibr 3,

Af r i AdDS @mdemic was at its pedk the early 200Qscreating new risks for mortgage

lenders atife insurers refused to cover death as a result ofAIMS (Porteous 2005, 8Yo

reduce this form of discrimination, the Department of Trade and Industry passed new insurance
regulations that enabled special insurance cover throughfarid8d partner, the HagrlLoan

Guarantee Company (HLG@Ylantu 2004) The HLGC offeredanks guarantees against

fiextr aor dincinding K, with cestdin proviso€@PIC 2003)" It also offered

borrowers or their vekepeéndentrse maiimst al It hentb ona
unabl e (Poreoup 20050380 do both, HLGGhargedi hi gh pr emi ums becau
r i sGeEO Willemse in Mant2004), excluding less affluent borrowers while yielding good

returns for shareholde(Shared Interest 2015)o this day, FNB uses this HLGC loan cover on

all their o6affordabl ed6 mnsutancaaersforthefirsefidedi t i on t
years, HI\fpositive borrower or ndinterview with Ndlovu, 2012). Constructed notions of

6high riskod wo affodable eorrdwersitgemdelves.ne by

Framing 3: redu
property market

cing Omargseppditstoot i oas di hthe g
0

Not many of t he BisksHaiingrgquests wevedmmediately mei, dut here, |

want to mark its astute naming: t hlacomeequest t o

Housi ng Fi nalntcse iPrvoopceashnacloome o h o i b o egubedtithenme di at e

“Borrowers had t andifpositves sntoleimantietm vifalrtherapy and & wellness
course to extend workirlg i {Perteous 2005, 38Apparently this upfront testing is still practiced by
some insurers.
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expanded o6affordabl e mar k ethée téch otuhs& andythebeal cakp noegn
Constitutional mandate of the postapartheid st
housingThi s is the second new framing | want to d
mar ket 6 as part a@aidpahe 6éhotbengobhakdizeigd o t he
government housing market produdbtbugh postapartheid housing polidyhis was not only a

politically savvy move to lobby for greater state support upmarket. My interviews also showed

thato af f or dabl ed bankers and housing fi-nance exp
hel ping to solve Sdwtghdb.Africads 6housing back

These mar ket actors had already been putting t
housing policymaking, as one banker put it, onceeav, more privatsectorfriendly Minister

of Housing arrived (Interview with Marais, 2012ousingexpets and property economists

argued that government 6s R®8shaddistertedthge hoqusinggr am s
ma r k eoveremphasitimy t h-entome 6éhousing backlogbé to t hi
housing pyramid or ladder (Rust 20@6Ruiter 2009. Part and parcel of the problem was that,

unlike Framing 1, the Department of Housing treated housing as a social, rather than an

economic, good (Interview with RYg012; Interview with Viruly, 2012).

Her e, t he mod e lousmd makai was put té\vfork again. ®Vghout incentives for
investment higher up the housing pyramid, where were socially mobile RDP residents supposed

to upgrade to? Insteathese housing experts arguBM@P residentsvere stuck in the balkanized
subsidymarket, cut off from the wealth creation opportunities indtemal suburbaiby the

yawning gap that was the underserviced o6afford
me t[Weutwanfiogetthafflowi n t he housi ng nghthelmarkebateby Ai nf |
hi gher endod: the argument was that the state w
to get thaflow of those peoplenovingo ut of t hose RDPO,2Q12)MAs er vi ew W
such, state suppor tcoddasalve thehheusidgddcklog furtharbldwe thena r k e t
pyramid, while also creating an integrated property market of assets that could be exchanged

(very pqoular at the time under De SatoeconomicgRoyston 2006)

¥“Shorthand for South Africa6s severe uribyan housing
makers and communities alike. | t housing prdgriarhas 6 bac k|l o0g 6
sought most urgently to address since 1994 by delivering some 3 million new RDP houses for the poor
through its capital subsidy mechanism.
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Embeddi ng e6 ahfofuosridnagh6l i n new housing policy

Together the political demands of the growing middle class, in articulation withdrsse
sharinggand &éhousi ng addediigengy o the expandedicgtegpriéggaand

Gffordablé These categories wepeogressively embedded in state practices of housing

support* and in housing policy. For a housing finamogertwnh o 8d been enr ol | ed i
framings above, thidemonstrated new Awi |l |l i ngnessod on the part
acknowledge and acceptse of t he ri sk of doing business in

mi n d @a@mingon 2005, 36)

The widening of the statebs honewhousiggvisienoponsi bi
thetime: the 2004Comprehensive Plan for the Development of Sustainable Human Settlements:
Breaking New Groun(BNG). Amongst a range of goals reflecting a variety of inputs and

agendas® BNG sought to move away from the singularly kiveome focus of the pwious

RDP housing program towards mixggtome, mixeedensity, mixed enur e fii nt egr at ed
settlementsodo. Along with RDP housing and soci a
were articulated into the public housing mandate for the first fiftms was in pursuit of

creating arfintegrated property market in a denser, less fragmented city, where houses would

not just meet basic needs but also becassetsvith the potential to alleviate poverty and

create wealttiCharlton and Kihato 2006; Ruiter 2009, 30 SACN 2014, 8; DHS 2014, 43)

In turn, BNG envisioned an increased role for private sector investment in these garibliety

Ai ndategd human Theyg pattdd thimSeptembier.200i & andmar k deal o
bet ween the Department of Housing and A47 st ak
devel opment sector, including (DHSRB14 43)Theevel oper
state promised support for households earning up to 7,500 per, rtiwotigh public grants for

 These expndingforms ofhousing support from the mi2D00s targetd developer financen the main
but also enduser financeandoccurred at different scales of the state. Although there was no roll out of
federalUSst yl e t ax cr eddihtosdes€ilonogp @ a$ f os dmd | muni ci pal ities
Urban Development Zone, and institutions, like the Gauteng Partnership Fund, offered tax rebates and
additional equity to developers refurbishing inner city buildings for affordable rental(&aglof
Johannesburg 2007; Genesis Analytics 2008, 142; GPF .28%e national scale, the development
finance institutionNURCHA, extended its support for developer finance from-bw s taftf @ r@ a bl e 6
housing too There was also a subsequent abolition of stamp or transfer duty on the sale of houses under
R500,000(Freybote and Karoly 2008, 182)
' For example, informal settlement upgrading that others have written @hahizermeyer and Karam
2006)and urban integration more generdiiaferburg 2013)
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infrastructure and the mobilization of public
private sectofDHS 2014, 43)In addition, the private sector was supposed to accommodate

20% O a féf ohrodimstideeglopmentaotaimed at the RDP markétan addition

conveniently ignored and unimplemen{&dug, Rubin, and Todes 2013)

lll. Performing the affordable

This partnership in BNGd&és Aintegrated human se
6affordabl e marketd experi mentati on.-loddtedder wr it
stateassembl ed | and, banks set a b,dounvokedGaleom f or mi n g ¢
(1998 t hrough new housing construction (since d
market devicesuch asnortgage instruments, borrower education, scorecatdd focus on

FNB as t he& &dminknder itrhgg 0 inthéBING phenershegs. Buathekee t 6 a n
partnerships with the state al soe jéuanfipfsotradratbel de S

market The bulk ofSt andar d -ddare#id © ws @ Infcome housimgo fina

2006i coi nci dently when t he Hupdedinfrastructureno ment umo i n
devel opment in fintegr af(SadarthBank007, 6By thé dnee ment s 0
of 2007, t hneoyudgdh afinhaosws eidnceo me 0 mort gages to sec

(Siyakha Fund in Chapter 3).

Piloting 6affordabled new build

FNB committed R2 billion to the first BNG pilots in Johannesburg and Cape (B 2006)
and ABSA and StanddBank partnered with the state on others in Gauteng (Interview with

Marais, 2012)°Il n Johannesburgés first fAintegrated hum

cityds nort hwessnblediand ontydhayl ¢o,be paid fartorece the unit sold (a

moded celebrated byisk analystc Ki nsey in their report on gl ob
challengegWoetzel et al. 2014, 15)In 2006, FNB launched 1000 housékpuses which the

Head of Housing Fiance was celebratimixy ear s | ater for their i mpre.
appreciationo (Ilnterview with Marais, 2012).

'®1n Cape Town, the N2 Gateway pilot has been written about by others, as a particularly politically
fraught projectgMillstein 2011; Jordhudier 2015) It was built on public landyith FNB enduser
finance for its mortgaged units.
7 Just to give a sense of how this fitsintothe miked nur e i magi nati on of Cosmo C
been made for 5000 RDP wunits, 3000 credit linked hc¢
howsing rentalgHaferburg 2013)FNB held 30% of those bonded houses.
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More critical analysis has since called Cosmo
since banks worked to protect the value ofrthertgaged assets there by segregating them

from other housing typg$laferburg 2013)FNB admitted thatasp i | ot , Cosmo City
perfect project; it had | ots of quaBuiitwgs i ssues
a valuable statéacilitated learning experience.

From there, FNBO0s growing affordable housing f
on privateagricultural land, in partnership with its property development division, township

develgpment companies (who managed the largor@ing and servicing) and housing
construction firms. These were the same actors
southern edge since the 1980s, hadbeen reliant on niche funding, their own equity @irth
clientds fi;alsorsee€hapt€)jh.apltnera 2new suburb of Prote
southwesteredge, FNB financed the building of 3,300 ufE8N 2006)1 t di dnét hurt t
Soweto was receiving the bulk of the cityds ca
at that timg(Harrison and Harrison 2014, 30@)creasinghie value of the aredegite the

distance from the cityeNB then got involved with one of the other big landowners doing
6affordabl ed6 devel opmédMindmilltPark. 8 Aft i ene tomat hei tEajs
opened up. Now é wedve got Tiaoténouglebutddtspfel i ne and

themd (Il nterview with Marais, 2012).

Market devices for redistributing risk onto borrowers
The SmartBond®

FNB experimented with a 100% 6affordabl ed mort
private deelopments. Notuncomon i n t he O marketheodownspaymentvas a n 6
heretical in theaffordablé

Everybody wa s !Aseyquicompletelydgs® Emeani have you lost it?
[How] can you imagine that you go into this risky marketst assumption with 100%

produfndyocdudbre financing developments?! (I nt
The CEO wasnodt s uhesearquments,dut Wedt fod it agypvaly omithea  t
maverick fAletébés just get out and do it, try it

FNB named their 100% oO60affordabled mortgage Sma

pamphlet, adorned with thethee r onor mat i ve bl ack middl e cl ass f
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my eye in bank branches (Fg6),c | ear |l 'y di stingui sheldoméloanm t he ¢
pamphl et for the heteronor mat i Vhswashiprodect upper ¢
differentiated in both name andforinrh e O af f or d awd se 6c aSImMaed Bohandd r
6home | oand because that was perceived to reso
up in the townships during the late 1980s building boom, the Head ddiérGrowth explained

(Interview with Ndlovu, 2012).

Figure 26: FNB pamphlets for Home Loans and Smart Bond, July 2011

In form, SmartBond borrowers had to be fitighe buyers with single or joint household

incomes of R2,50810,000 in 2006 a cutoff already substantially higher than the thresholds

instituted under the FSC (and raised to R18,000 in 2011). Successful applicants received a 100%
loanto-val ue mortgage, so they dondét ofuadadowt o t ake
paymenthat would jeopardize their mortgage repayments later on (Interview with Marais

2012). Instead ofdown payment t he 100% pr oducrtedcwmanengvd t h ot h
mechanisms. The ones | was told about included limiting mortgag@syta?s maximum;

offering periods of fixed interest rates, especially in thdeidkst years; and various forms of

compulsory insurance, including the double HLGC cover mentioned earlier. One mechanism

FNB has continued t o tofatic deduftienp of n@tgage repayments gl y 0 i
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from t he bo©®agasteeswtlsa lgng@and raclalized history in South African
credit practiceg¢James 2014, 7)These automatic deductions could be automaticathe@sed
annually with assumed salary increases (a model other banks would follow). This also meant
borrowers could take out bigger mortgages than what they would have qualified for otherwise
(FBN 2006) Particularly popular clients for therdes were public sector workers, whose annual
wage increases through collective bargaining the banks could count on.

Borrower education

All FNB first-t i me buyers also had to go through a Aco
(Interview with Ndlovy201d . These kinds of pedagogi cal i nve
educationé (the statebds responsibility) and 66b
have beempushedas critical to mitigating nopaymentiehaviorqInterview with Moss, 2012;

seeMoss, Dincer, and Hacioglu 20138orrower education too was described to me as a

bridging of gaps, this time of financial filacun
homeowner shi p pada BrodacthiGrowth BXpléired, is e
to bridge that gap, that | ack of understanc
we think, we assume they know. But in our 1

a property; chances are, even their parentgbmthey rented, or maybe it was one

house passed from one generation to the next, but really, they never grew up under a
bondsewp for them to have the necessary acume
(Interview with Ndlovu, 2012)

Risk premiums and diffangated scorecards

What was | ess spoken off in my interviews with
premiumsd to monthly mortgage repayments. Cert
industry practice to attach3®6 risk premiumsonther i me r ate for o6affordab

notormal suburbaiones (see Chapter 5).

Another quintessential marketdevice he credit scorecard (or score
Africa) - was critical to adjudicating these risk premiums. We have met the scorecard in Chapter

3 already, as the electronic model which determines whodg application is rejected outright,

who is granted finance but penalized with risk premiums, and who gets concessi@Psao(cf.

2007 Interview with CJ, 2013 For Standard Bank, designing a scorecard specifically for the

6af f omaralbdte6 was one of their first steps in s
f

i nanc e [Blecause this is adifferént animal altogether from what used to be done in
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Home LoanS$t e@redaorrocacBaokdabl ed home ntemiewvwih Di r ect
Nkosi, 2013).

Limited securitization

When | asked FNBOs Head of Housing Finance i f
mortgage book to reduce risk, he told me their
capital m are kigger books thanhuseto go and put into the capital markets, like the

credit card book, ¢é vehicle finance and then t
securitization was too complicated ftorr atthedior, s
and only then to sell. And fithen the costs esc

(Interview with Marais, 2012). They preferred, along with the CEO of FinMark Trust,
Astructured f un @Portrequs anchHhzehurss 2004sIAA T hing 0di dndt st
housing specialists froontinuingto encouragesecuritizationfor example Genesis Analtjcs

2008, 153)

IV.The 6affordable marketodé reaches its |limits

The 6af f or aganbemerifweaan kse thdt techrrultural language loosely, with its

housing market modeléemerging middle clagdirst-time buyers, publiprivate partnerships,

publicly assembled and serviced land, bdekeloped housing, new mortgage instruments and

borrower education were just beginning to cohere in certain sites when the Financial Sector

Charter period (2008) started comingtoaclose.Buth e 6 af f or d arbacheditmar ket 6
limt,t he mar ket s mortgage finance dropping dram
finance in gener al \popertybustMelzen2AbapHodisinglfinandeng 2 00 9
experts lamented that by 20@On 1l 'y 25% of Sout h Af r ii tomdnge 6 e mer g
workers to teachers and police officesse r e homeowners and | ess than
housedo, given t he ugsing{Rust200%P4)of f or mal rent al h

As discussed in Chapter 3, some critics bl amed
6mar ket failured. Banks, wit h erérofldndingdegyliat e 6 h o n
down, creating gaps furthdown marketor simply offering those clients unsecured loans

insteadMoss 2009) One banker blamed this upward drift
pulling them higher up the incomeesgirum:

That 6s the natur al forces that webdre al
out of it. |l 6ve al ways wondered about t
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discussion on that, to say why then is the natural gravity shifting away fromeit, wh
supply and demand shoud/hy 6 s it not bringi n(@ntenviegw i n? ClI
with Marais, 2012)

More generally, banks and housing finaegpets blamedth® af f or dabl mar ketd 6 £h a |
stagnation on r i si ng ater mdebtedeesstandyfsndamentally,ithe u s e h o | d
continued lack ohousingstock to mortgagéventer 2009; Rust 20Q9nterview with Nkosi,

2013). Despite the 600,0¢us demandi onl 'y 2 483 buil ding plans fo
townhouses were passedo i(Mara@idWésselsPOMBO6s unit to
Developesin turn blamed the banks for a lack of finance, as well as the rising cost of building

material$® (a weltknown carte(Hendler 1987)and land servicing, and blockages in the town

planning and development machinery that had dréreall developers out of busing§¥enesis

Analytics 2008, 145)

A site of joint critigue continued to ibe RDP house. With government being the biggest

housing developer in the couninestimated at 100,000 units per year (Interview with Rust,

2012)iits Afree housesod or ARDP houspatdarguesr e 6di
(Interview with Venter, 2012; Interview with Rust, 20£2No builder or bank would produce a

40 squae meter house in the same price range as that government house (R135,000 to build in
2008) dAafor fear of the commerci atyearloas k t hi s wo
obligation realized that ot hdRust200%4)Thusrttecei vi ng
cheapest privateldeveloped house in the south of Johannesburg in 2009 was R230,000,

affordable only to those earning R9,000 or more a mg@Rist 2009)

The swatemployees continued to make demands or
union, SAMWU, organized a strike in July 2009, demanding wage increases and a housing
all owance. Being stuck in the housing 6gapd wa

Speaking on Radio 702, [SAMWU president] Petrus Mashisi made the point that pay
levels among SAMWU were such that they earned too much to qualify for a housing

®The business media reported in 2011 ti88abquateui | di ng
meterin2004toRZ 36 a square met208h in 2010 (Cokayne
19 National Treasury would agree and lead the chaggénstthe housing subsid§2011, 70) However,
other state departments andhisters defend the RDP progra® incredibly important politicafl
(Charlton 2013)Activist scholarship meanwhile critiques RDP housing on other grounds: that the
post apar t hbeaisde dfii shuobussi (BredlownBoloidk, andeSbearing 2011, 268&)s
replicated apartheid geographies of exclusion and benefited private developers, with little room for more
empowering alternativésl i ke upgr ad iled@ousing grocesséidughzezndeger 2003;
Bradlow, Bdnick, and Shearing 2011)
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subsidy but too Ilittle to afford housing a\
again, dew weeks later, during the strike by members of the SA National Defense
Force (Rust 2009, 4)

Sout h Rresidenthamdedf would respond explicitlytothic r edi t and product
next State of the Nationddires§Zuma 2010a)

V.Reproducing and expanding o6the affordabl e mar

As heterodox studies of markets remind us, markets have to be constantly reproduced and

legitimated, and boundary placement is a key part of that iiokka r ket i zati on i s ab
establishing and sever i ragdexbdlimglplacgsemoplandb out i nc
t h i fBgradband Boeckler 2011, 566)Jarket boundaries are sitesrofintenance,
competition, contestation and persuasion, move
inflation and interest rates; but by the entanglements of thesermatheuveringsf market

actors, knowledges, policies, new strategies of accumulation, andtsdgoivcal market

devices.

Stretching boundaries with housing prices

In the political and economic downtuiwf 2009 the Banking Association radically reworked the

boundarés of the housing market again, and by far more than a few hundred inflationary Rands.
Upper thresholds for the monthly income of the
R9,600 (the FSCbdbs R7,500 pl uGAHF2012)Thisi on) t o R1
Afexpanded t B7 wosldhbe andually (e&djusied with inflation, pushing ever

upwards. By the end of 2012, when | began my fieldwork, the upper threshold of this market

segment had been increased to R16,500. Belowsitiae made another distinctionetigap

markebearning between R3,500 and R9,000, although it tended to overlap wittiftndableé

in discourse and practié®.Both thedyapband themffordable markéwere defined by their

| ack: i t o o foraiheauking subsidy, buhtbo pboyto afford a newly built house

avail abl e (Rast2000e1)Thisig akcrtitalbdifference from the earlier bounding

% As an example of this overlaffa]rguably, the gap market could extend across all households earning
between R3500 and R18 000 (affording a house of about R440 0@t#)is, about 27% of the
population or about 3,5 mitin households. Some developers extend their definition of the gap market
even further, to houses costing as much as R750 000, affordable to households earning about R26 0003
per m@®&ust20031i 2).
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and defining moments: the problem was not a credit gapwhere mortgage finance was

mi ssing) so much as a housing gap. The O6housin

A banker explained that the cost of housing had played a major role in the housing market
boundary (re)placements. In 2009, thenBag Association looked at the average cost of an
entrylevel 45m2 mortgaged home across the country (R250,000), adjusted this in relation to the
consumer price and building cost indices, and looked at current interest rates to set new income
thresholdslaterview with Ndlovu, 20123* As we will see in Chapter 6, developers played a
monopoly role in setting that house price. As one housing specialist put it, these new borders
were means to create a gap that could actually be filled by the private setetioigiv with

Rust, 2012).

That said, bandtyvelyveeanoat | woweki dgwn i nlt o the hec
bank practice was t o ¢ stfordabld vahg notincreasenttie of f t he
cream? The Reserve Bank facilitated thatllppping interest rates dramatically (from 15.5% to
10.5%) in 2009 to try and stem the fallout fro
ma r kéentich lgher income thresholds at lower interest rates, the price of the property they

could quaify for doubled (from less than R200,000 in 2008 to over R400,000 by 2010 (Fig.

28) ). OAffordabl ed pr o p-eategosizedaoinclade any iesdential accor di
properties priced at less than R500,008HF 2013, 4) And immediately, fewer and bigger

mortgage loans started flowifGAHF 2012, 1XFig. 27, captured in the greencolugin. As | 61 |
explore in Chapter 5, marketa ki ng wor k i s al so absaodd fAopti miz
boundaries for capitdChristophers 2015 1862)

I Reiterated by Melze2015a,2) fit he upper income threshold of the
increased in recognition of rising costs of housi ng¢
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Comparison between BASA data and Deeds data
(F5C target market: 2004 — 2008, Expanded threshold: 2009 - 2011)

Number of loans Rand value

BASA 2004-2011: 316 970 BASA 2004-2011: R46 043m

Comparison of the
average Rand value

0 Deeds 2004-2011: 238 420 18,000 Deeds 2004-2011: R30 867m R300
! H7.262 ' R7,325
' ¢ ' =]
' ' =
R7,000
60 | 57 ] f ]
s 55 H R6,319 H 2 R250
o 53 ' E RG,045 | Rs,0a2 p
-3 H € Ro,000 RS,775 ! rRig1c S Rots E210
5" ' & ' 3
2 24 H b= H £ roo
% 40 i 8 rs,000 H G Rize R176
@ 4 49 38 ' £ R4,329 o
= ! [ 94 "
=« H o H & H R145
@ ' R4,000 1 R150
] I " 6 i i =]
= e ' o o ' [} 127
@ 30 1 28 g R2,9461 g 114 R117
2 5 15 26 M5 B 000 2,875 | H R104
< | 23 o i £ oo |5 Phs Pro 93
£ : g : b
S 171 £ i °©
-] 1 we F2,000 o
= ' ] 1, E]
o H ] | ® ro
a4, 1 =2 \ >
[ ' ™ R1,000 " o
E ! > | g
z 1 i -
0 — v 2
< 2004 2005 2006 2007 2008 2000 2010 2011

2004 2005 2006 2007 ZUUS:ZUUE 2010 2011 2004 2005 2006 2007 2008:2009 2010 2011

Il BASA data | Deeds data

Source: BASA, deeds data sourced from the ALHDC

Note: The thresholds used to determine affordable bonds are as follows: 2004-2008 FSC thresholds; 2009-2011
Expanded thresholds. The BASA income cut off is as follows: 2004-2008 R10 000pm; 2009-2011 R15 000pm

Note: In order to identify afferdable loans an affordability threshold was calculated based on the prime interest +2%
rate using a 25% income to instalment ratio

Analysis & Report by Eighty20 for FinMark Trust & the Centre for Affordable Housing Finance in Africa

Prepared in 2013

Figure 27: Comparison between BASA and Deeds Office Data-2004 (CAHF 2013, 19)

Affordability is a moving target, particularly in a variable rate UM
environment
Dominant rate on new mortgages 2004 - 2011
Maximum ‘affordable” house price
Expanded threshold:
FSC: 2004 - 2008 P 2009 - 2011
1O,
18% R 457416 | 7500000
15.5% R42225~——— | R450000
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I Afiordable house price range: Upper threshold Rate on new mortgage loans
adgég:c;lf'hheoaggg%bllﬁcgt#ge price range is determined using a 100%, 20 year mortgage at Prime plus 2% and - = ] .en

Figure 28 Maximum affordable house price by changing interest rate on new mortgage loan2®00D4

(CAHF 2012, 5)
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Stretching state responsibilities

Interest rates, average housing prices and profit motives are all useful explanations in
understanding the rebounding of the &éaffordabl
through how market framings shape and are shaped by this boundary expansion. With the

housing backlog pushed further and further upmarket, through boththededling work of the

Banking Association and the protests of public sector mykhe state could only become

further enrolled infisk sharing@and housing provision for much higher earning households than

a decade before. State discourse, policy aadtiges reveal the institutionalization of the ever
expandingmissing middlémarket as an object of public intervention. | briefly outline those

below.

For example, a diagram from National Treasury aligned its model of the housing market with

that of housing finance experts andthebanks (B®). . The smal | fi théirf or dabl e
nomenclature in Fig. 29 reached up to monthly incomes of R15,000 and was distinguished
clearly from the figap mar ket o, theR3®0at | arger
R10,000permonth(National Treasury 2011, 69)Vhile it was thegap markeithat qualified

for explicit state support in the form of institutional subsidies for social rental hétiamin

theory, individual subsidies to assist with mortgdge/n payment$FLISP), additional forms of

state support would soon emerge forhousétol i n t he 6affordabl ed too,
R15,000/month. Indeed, President Zuma was already claimi2@l0that the government was
responsible for Afacilitat[ing]d the provision
earning between R3,000 upa very high threshold of R12,000/mon{Asima 2010h)

2Since the 1990s, there hav engmasseciators,isocislthdusingt i onal st
institutions and private companies to offer subsidized units for rent etoremin to qualifying tenants
(Rust 2002, 15; Porteous 2005, 34djthout much uptake until the 2008 Social Housing Act.
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Table 6.4: South African housing market

Monthl Households Average mortgage
Market segment incomz Number % of granted Q2 2010
(million) total R’000
Housi bsid
ousing subsicy <R3500 83 60% RO
market!
R3500 to
2 ()
Gap market: R10000 32 23% R184.3
Affordable R10001 to
07 5% R245.3
market R15000 ’
Traditional
fadiona >R15000 16 12% R687 5
market

Households qualify for a fully subsidised house of R140 000
2Households earning between R3501 and R7000 qualify for a state subsidy in terms of the
Finance Linked Individual Subsidy Programme (FLISP)

Source: National Credit Regulator, June 2010, Consumer Credit Market Report, FinMark
Trust, 2010, Enhancing access to housing finance, unpublished report

Figure 29: South African housing market (National Treasury 2011, 69)

Public underwriting for this expanded terrain would be attempted in a numbemsf doer the

coming years. Public infrastructure investment in historically marginatieeghborhood$

townships and inner city especiaily}continued apace throu@®10 SoccewWorld Cup projects;
through the Johannesbur g Manyaolr 6TsrNetgbdarbootbhd sCa mp a i
Development Brtnership grants (for Soweto, see Harrison and Harrison 2014 ,/3p8bplic

land assembling agency, the Housing Development Agency (HDA) was established in 2009 to
reali ze Cabinet sd ¢ o hectarasofevellocatadpubliotaddifollowz e A6 2 5
income and affordabl e h@US20MWMA7)WIi t h i ncreased d

The President promised to set up a R1 billion mortgage guarantee fund, for mortgage default
insurane (M D lincentivideth@ private banking and housing sector, to develop new
products to meet (Melkdar 2010h3)This was shelvddeontyaim 2016t 0
(Endsor 2014)after years oNHFC modelling with Canadian experts (Interview with Moss,
2012).

In 2012, thelongl or mant -l i fnikreadndedi vi dual subsidy progr
the Department of Human Settlements. FLISP contributes actual equity (Interview with
Lawrence2012), topping uplown paymentsn bankissued mortgagésfor first-time buyers

earning between R3,500 and R15,000/month (not the R7,500 ig9¥Fidnitially, applicants had

% 0n a sliding scale up to R83,000 in 2012.
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to buy anewhouse worth less than R300,00 incentivize developers to prock) and

bankers to finance, cheagwusingstock. However, this property price cap was soon removed

to the pleasure of developers, bankers and bor
(Interview with Rust, 2012) the buying of cheap, subsidizptbperties by households who

could afford much more. Soon thereatfter, FLISP was extended to resale housing too, not just
newbui Il d, which made sense given that Adthere ar
below R300 000 than there are newly bhilb u s(Rust@013. T h e sprogranes foditle

older township housing and new RDP stock wadse set to contribute to this

During my fieldwork, the Department of Human Settlements was heavily advertising FLISP at

public events and roadshows. denher e wi th a vivid description
objectives, as worded by Tokyo Sexwale, thdinister of Human Settlements. It speaks directly

to emerging middle claggrievances through the framingofarmbn st ort ed 6i nt egr at
pr oper t.FLISPae Mimisted declaredyorks to support

housing for, amongst others, school teachers and principals, police and members of the
armed forces, nurses, firemen, prison wardé¢
whitei empower[ing them to become real estate owners; to become real participants in

the capital markets as asset owners; real players in the property market as sellers or

buyers; as well as in the financial markets where they can borrow against their assets to
advance otér economic interestéSexwale 2013)

He continued passionately:

to all those people lost in the Gap Market, earning too much to qualify for an RDP house
and too little to access bank finance we say: Rest assured. This goverarasnive
back you to get your bon@Sexwale 2013)

By 2014, the Department of Human Settlements reported that some 600,000 loans with FLISP
had been disburs€®HS 2014, 51)

Pulling up the ladder at the bottom?

These forms of inclusion through variously instituted public underwritings higher up the housing
pyramid of course went hand in hand with other exclusions. As Tim Mitchell argues, markets

and the management of their boundaries are ale@ystituting new insides and outsides

(Mitchell 2007,248) On t he one hand, the private sector (
pressure on them to caterléss afluenhousehabkdead BoOhrough the marKk
| arrived for my fieldwork, the bankers | spoke with admitted to having little to do with the

housing finance of households earning | ess tha
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finance expert revealed thatthks f t had been total: fAthereds no
R3,500 and R7,000 by the private market for purchase (Interview with Rust, 2012). That year,

when the updated Financial Sector Charter (ZD121 9) was gazetted, Ano sp
financetag e t s we r (Melzre201bbn Birteéntivizing private housing finance through

financial inclusion was dead.

On the other hand, the future ofthe RDPh at o6di st ortingé and per hap:
housng the poor is a site of increasing contestation between the private sector and the state,

between academics and the state, and most critieathin the state itselfl saw these debates

in action at a set of public hearings on the sustainabilithgeoRDP subsidyFinancial and

Fiscal Commission 2012)

It was a long day of dry and technical proceedings in a hotel conference room in between
Johannesburg and Pretoria. All thehod s defthousingvye r e t h er edaffofdablém banks
home loan divisions, housing and finance think tanks, the Banking Associaffongablé
developers, some academics and various state representatives. During the proceedings, it became
apparent thiathis was a space controlled by the powerful National Treasury technocrats and their
technical knowl edge, rather than the Depart men
delivery programsAs | wrote in myfield notesthat day:

é t awmaplel s, taupe vibe é this is what it mea

about finance, it is about models, it is about exhaustion

By 2014, the new Minister of Human Settlements threatened that only the elderly and the

differently abled would re¢ee RDP houses in future. Perhaps an empty threat given the

enormous political capital the state derives from its RDP pro¢@arlton 2013)but the

stretching upwards of public housing policy canmathave effects for the pocFhe increasing

O6mar ketizationdé of -iakiogsvorkdgsciibédrinadhisghaptar dammotma rr k e t

have effects either, in consolidating housing as an economic, rather than a social, good.
Conclusion
Drawing on mar keehhecutumatcioonnc esptt isd iseusceh as dboundi n

6mar ket devices6, and oOoperformingd to suppl eme
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legitimation, reproduction and failure that a socioinstitutional approach offers, this chapter has

workedtoempirial | ' y engage South Africads actually exi

The chapter began by arguing that we have to r
product of all the markenhaking work that preceded it. | describfealv thecaffordablehousing

mar ket 6 was given shape twdelingwaklofhdudingfinaecepandi ng
expertsand by the experimental practices of wupstar
early 2000s. These createdot just described a wide terain of intervention between the
6traditional 6 hous.i ngybsidized Hogsing naarked. And lalthoughdhese r n me n
market boundaries were stabilized through events like the Financial Sector Charter, it took

political content’ black middle clasbousingdemandst o enr ol | actors and de
this market worko, despite-ltolwe smpmpkegtdd aanfdr d minn
sector finance. Here we start to see more deli

waysthatrade it el i gible for great edhelsousmmg e support
backlod). Through that incremental embedding in state policy and practices of subsidization,

market actors, particularsomeof the banks, tdthe opportunity to experiment in new sites

with dédaffordabl e6 manelw bousindg@mnstructiens new mdntgagee i ncl ud
products, scorecards, pedagogical tadgtidevices which will continue to be refined in Chapter

5. Together these devicewk to redistribute racialized risk away from banks and onto the state

through various subsidies, and onto borrowers themselves.

Butmarketma ki ng i s never complete: the o6affordabl e
2009, in articulation with rising husing prices, dropping interest rates, andtinuedmiddle

class grievances. Itobndariesloubled through new modelling work, creating a space that

could be filled, and increasingly filled with state support, as the final section has demonstrated.
Thisrebounding brings with it the potentalb and onment of G&abtechrecalédown m

and political work pusttheh ousi ng backl og O6upmar ket 6.

So, withpublic underwritingemergingn more varied forms, and the boundaries of the
6affilabl e6 expanding ever higher to include hou
6affordable marketd starts to gain gr-ound (and
makings and its embedding alsoremtdr he o6 af f or dabl eatnsaf | i gi bl e f or
transnational investment, as Chapter 5investige s. The o6af f or dalmwmthe mar ke
a developmentaindprofitable category open for intervention and investment

143



CHAPTERS5I nvesting in the o6affordabl e housing mar
imaki ng space 'dnditsspataliigst al o

Introduction

In reviewing the recent work of geographers using tecuttral approaches to marketaking,

Brett Christophertauds their attention to the diverse huamam human agents, devices and

discouses enrolled in, and constitutive of, the marketization of everything from education to

derivatives and carbon cred{015, 1859) But he notes that while this work reads market
construction as irreducibly political, contest
durability and resilienceihow and why mar ket de ¢@hnssophersict i on
2019, 1861) Getting at the | atter, he argues, requi
marketization analysd€hristophers 2015 1861) fA[ W] e cl early need to f
of the capitals that rely @hand arguably, to one degree or another, ruledoerh o s e mar ket s ¢
(Christophers 2015,1862) dependent as they ar @18h t hem f or
Altogether, Christophers wants to see more of the work that capital doesiructing,

stabilizing, optimizing and defending markéts.

Marxian political economy is the obvious conceptual aid here, with its systematic analysis of
Acapital 6s value and accumul ation i mperativesa?ad
traditions (2015, 1864) Political economy needs its others, such @t ec thhintour al 60 or
6performativitydé of markets approaches, to ope
producedinactunly e xi st i ng, -spetific msances ohmasket constructen and/

conf i guravifyiMamrox,i atno tfheor i €CGhristoghersa20lel 16idu | at i on o
Performativity of markets in turn needs the systematic analysis, generalizatiatieanion to

power relations offered by other approacf@sristophes 2014, 12 3), structuralist and post

In the spirit ofChristophers (20 i b eatnhd chal |l engeodo to combine pol
technecul t ural approaches, this chaptnamny wor ks tow
analysis of the construction and performing of

capital has already shown its face in the mankaking practices and devices of banks and

! From Christopherg015a.
Empirically, Christophersd proposed entry point is
defend markets against a range of threats (technological, competitive and(20dia) 1862)
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bankers that were active i n nfwaysthat mageiteligible 6af f or
for greater state underwriting and 6risk shari

capitalism, outside the markagencemerif you will, are harder to see in Chapter 4.

We cannot ignor e ftfhdodifalct Akpacadésieoat heedabl e
mar ket 6 coincides with two cr i gecsbubbfeincapitalis
Sout h Afr i c a6 smabketand tharhajorsrauting of dapital tharkets during the

global financial crisifGFC). In a Marxian geographical political economy read®aouith

Africads O6af f or da btémporanfix to krises 6f overbctumulationantheseat i o
other spheres dmother placegHarvey 20062010) Without these crises, all the markagking

energy described in Chapter 4 would have had far more limited outcBuiatstill needed the
marketmaking and riskedistribiing work descihed in Chapter 4torenderh e &6 afaf or dabl e
visible and appealingbject of investment, especially to new flows of transnational institutional
finance seeking o6real 6 ass éenoaisef aticulatewithéset ment d
marketizing maneuvers to open up new conditions of possibility for capital in financing,

constructing and exchaanigahigy Semi érbusibgl i ¢aosonadda

Furthermorethe chapteworkst o fit hi nk g®heppard2plBboattad manked

enrollments engendered by these crisaamely, the spatial relations they rely on and produce

(Leitner, Sheppard, and Sziarto2008) The cri ses and their o6éafforde
uneven socigpatial positionalities of places and suge(from South Africas a countryo

nei ghborhoods 6on the ot heangthase pbsitionalifiestohe t r ac ks
produce investible spaces and subjects. This operates through new connections and

disconnections to other places, mobilenoof ideas, people, money, policies and devices,

which in turn creates new soespatialpossibilitiesandinequalities and reproduces old onés

as we shall see in Chapter 6.

The chapter is organized into two main sections. The first section discusses each capitalist crisis

in turni the bursting of the local property bubble and the global financial easid how those

open up new conditions of possibilityfSBrout h Afffoadsabl e housing mar
interviews, public events and documentary and media analysis to draw out the enrollments of

new and old actors of capital, flows of finance, knowledge production, strategies of

accumulation and market devices thastheonjunctural conditions of possibility attract. | draw
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attention to both the spatialities of these crises, and the new spatial relations produced through

the diversifying adencéentet. 6aff ordabl e mar ket 6

The second section interrogates whatehdiserse enrollments mean for market framings. |

argue that these enroll ments work through and
6high dewmasndppl yd proposition, and as a key pa
These are institionalized in new partnerships with the state. Where there is contestation is

(@)

around framings of t he -spatialkmwledgess mobilizedihthese s k
contestations. But it is also contradictory knowledge, wortdnghallenge th&raming of the
6affordabl e marketd as hi gh r.iTkeke contradittiens at ot he
are as follows: that the 6affordable mar ket d i
safe investment, or it is high risk, justifyiaglditional state support, subprime lending rates and
insurances that are the real source of profit. These contradictory risk stories reflect different
marketact or s6 mandates and goals, and generate de

market deices.

I. Crises in capitalism at home and abroad open new conditions of possibility
Sout h Adsident@mlpdperty boom and bust: the next 6 a f f o prdperty boord?®
The changing geography of housing prices

The effects of overinvestment during the boom indteemal suburbadwere soon evident;

Sout h Adtional lsoasé grice growth began to slow as early as JanuaryP20p6rty
investors were already promot i wigisbelaowthe mainme nt i n
road and the railway | ined, and in Anew and en
(Lee 2005, 57)

These spatial metaphors, and thimgiled racial ones, hinted at the charg geography of

housing prices and affordability even before the boom went bust. At the national scale, housing

market expertstrackel 6 f | at t e growthgnéigtevhlde @roperty @rices decreased,
Adtransitional 60 s whwmitsh dxhperuigehn diedde craeyga toirv e |

Abaffordabl edd areas showed abo200(Genesisl ati on ho

|Iln 2009, thehbusshgoéabhbedahte was provocatively t
pr oper t(Rustt2@B)mo
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Analytics 2008, 76, 85)n Johannesburg, thhimeant higher than inflation price growth in some

Soweto neighborhoods and apartments in some inner city suburbs; chéapbarhousing in

6decayi ng6 f or menmeighbdrioadsndwheapdr townfpouses imfermer white

suburbs which had beeubdivided on the western edge of the @&gnesis Analytics 2008,

81).* This price flattening was changing the positionality of those abtiation-growth

neighborhoodsrbm devalued to more valuable; and the others, if not more valuable, at least

more affordableThe laterwagg o od news for fAhistorically exclu
out of the housing markeluringthe boonrmr not be able tok@exit the
(Genesis Analytics 2008, 82, 93he price flatteningvas al so s e ehattres i ndi cat
market has begun to work effectively and of its own accord to start overcoming the racially
defined di vi enesisAnalytics 2008,684)past 0

Housepricdb ub bl e bursts; oO6affordabled prices hold

These trends only strengthened when the housing price bubble burst soon é@d8Haenesis

report was writtenHigh value property pricesxperienced 15% decline in 200Q.00s 2019):

in Jorannesburghouse pricgrowthsat ata very low-3.7% in 200QMushongera 2012But

Ai[ni Jt he affordable market, there just wasno6t t|
bankerturnedéffordablédeveloper elaboratechdtead,

equity values have held up. And the number of people that are in that market and
looking to enter to that market is such that the supply and demand dynamics in the
affordable space just continue to support higher values and being able to trafie out
difficulty a lot more quickly and easilyinterview with Rothman, 2013)

The math seemed simple: with anywhere from 670,000 to 3.5 million households seeking
housing in the O6affordabl gRusi200% Bandlesdthawi dened i
20,000 new units coming onto marlestchyear(Financial Mail 2009) prices could only go up.

Combined with lower interest rat&om 2009, and expanded public underwriting, the
6affordabl e marketd would be increasingly tout

mar ket 6s woes.

Around Johannesburg, greenfield developers and
usedt hese conditions of possibility in the crisi
their operations in the 6affordable marketdé. A

* Unfortunately this was based on comparing prices from 1996 with 2007, not at the beginning of the
boom and at the end of the boom.
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producers also appeared. All three actors would shape the trajectdiglitypand materiality of

the Gauteng O6affordabl e housing marketd as we

0Affordabl ed greenfield developers make use of

Five years after thhousingp r i ce cr ash, St andabltt#ouBng cokldssy He ad
Aithereds now a | ot more developers who are pl a
6traditi on alhbusingpricekbarst, othefrstwere entirdlyaew players; both
complimented the few degel ompehe Whdddrhadh edp e
1990s (Interview with Nkosi, 2013). Others were the banks themselves after their experiments

with BNG publicprivate housing development (Chapter 4).

As Chapter 6 will show, |tohpeesres O&neefrfeo rtdhaeb [feebw ¢orie
right networks connecting them to cheap land, finance or subsidies, who could manage the

Ahol di ng c-scadnwmsproduttionlardrsigneplanning proces§égsnesis Analytics

2008, 145)With greenfield land prices near the urban edge dropping after the hptisimg

bubble burst, and the scrapping of land transfer tahxooisegpriced under R500,000, these
developerscouldmalgood returns by pricing 6affordabl ed

land, or with public subsidies in integrated human settlements.

A patrticularlysuccessful example of the latter was the Gaubarsgd listed developer Calgro

M3, who celebrated arecoéda f f or dabl ed year i n 20l@%sdnat t he s
thedormal suburbadmarket
Calgrods affordable housing division, whicl
mostly in and around Soweta@ecorded an operating profit of R21m fbe year to
February é This compared with a | oss of R1:
mostly operating in Johannesburgds norther:

underscores the viability of the low end of the market. And, despite consthents
have placed on lending, the bankers agiféi@ancial Mail 2009)

In 2010, albeit a generally low time in the construction industry, 80% of all new build across the
country was i n t(hehdc@@2)f ordabl e mar ket 06

Big Four banks compet e t hbusinegstunitt hei r o6affordab

Py

Despite developersdé complaints about stild]l nor

(Financial Mail 2009;Property242011) t he banks woul d sl owly open
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finance through theidb a f f or d a b |usitd W lave enet lone afthese already in Chapter
4TFNB&ds O6pioneeringdéd Housing Finance unit. By
three of the Big Four Banks had small, specializesi f f o r d a buhita Thieseunits Wweneg 6

b a n &rgadizational responses to the madketking endeavors described in Chapter 4, but also

to the crisis in the housing market that had banks seeking more diverse pattfolios.

Banksd mortgages and devel oper | oans took a be
increasing levels of default on baffinancial Mail 2010) Mortgagereturrnron-equity (ROE)

dropped to a low of 4% in 2008 (Vent2012, 4910). When the global financial crisis ended the
commodity boombébs cheap wholesale funding, bank
and 100% loans to developéMCR 2015) It would take another few years after interessat

fell in 2009 for repayment trends to improve and mortgages to return to profitability (ROE of

22% by 2012) (Venter 2012, 40).

Meanwhil e, banksd o6affordablebd I ending sl owly
mar ket 6 s6 b or dveen mortgagewvdlueswiese highertand there was greenfield
housing up to R500,000 to be mortgaged? By 201
number) werdor [properties] less than R38O0 with 11% of all mortgages (again, by number)
goingtoindiv dual s earni ng | es Melteh20iba)Atdgbthe) §inde per mon
2011, bonded sales of propertyweéen R300,000and R6@0P 0 wer e reported to
more rapidly t (VMahaka@dl3ber segment so

l ncreasing compet io6taifd m r deatbw eespthreduhissomigtadmadactnd t s
Bank grew theidaffordabléb ook very fast after they devel ope
andbegaf pr oact i veo aithmadedicate solectiors teanr faiaffogdabléhome
loans(Standard Bank 2011, 68Beating FNB, they captured 30% market by 2012 twbe

® This was not because they were required by financial inclusion legislation. After the Financial Sector
Charter (FSC) endkin 2008, and the new Bro@®hsed Black Economic Empowerment (BBBEE) came
into effect(Ndzamela 2013,18) it was | eft wup to financial institut
targetso f ori ntchoimmeg siSB83SAROEN, @8] tomi s di dndt change once
was gazetted eithéMelzer 2015b, 2)
® St andard Bankodés annual 6 a f lfomin 20GO(SBSAR010, 63nmto R2G gr ew f
billion in 2010(Standard Bank 2011, 68hen R3 billion in 2011Standard Bank 2012, 12ahd R3,6
billion in 20127 constitutingmore than 10% of the total mortgage book for the first {§®&SA 2013,
49).
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t he mai n ¢ a fduriogmy fielwoekd Theyehad passetieir R10 billion milestone

by the time Imetwittst andarde8an&a®sAf fordabl e Housing. He
appetite to |end moredo (Intervi éwaf WwiotodhaNkedi ,
book to R20 billion by 2015. In fact, bY)24, they had already surpassed that at R22 billion

(Housing in Southern Africa014)

Eachbant&aa®f ountfadd etheir own o6affordabled mortgag
SmartBond®, witmames like Dream Start and My Hoielzer 2011) The previously rogue
argument that 100% | oans fnare |l ess risky in th
standard theory, if not practice (Interview with Rothman, 2013). Key to their profitability was

not just the ri si ng Mymnterdesvsamdfobseéneatforisatbahkedvdnts & h o u s
showed that strategies included moving up the housing pyramid to serve the highest earning
6affordabl ed bor r oweased,pricmfand favaringenargyagel lendisge o f  r i
for new build develoments, rather than+®ale8 0 % o f St a mffoedabtiblodh ook 6 s

was sitting in new, developéed projects (Interview with Nkosi, 2013).

This was not just becaus-saleproperdes.lAotheclgaogmgp | v of 6
geographyohouse prices showed, these were increasi
or 6 nega tinolder cheapar subuhb®;, subdivision of previously more expensive
suburbgGenesis Analytics 2008, 88 ut for banks, new build offered the profitable

possibilities of stat@ased land or infrastructure; outsourcing costs of mortgage origination to

the developer and less chance of devaluation ondbkséts thaninoldérd e c ay i ng 6
neighborhoods. However, risitguseprices in townshipgombined with public investment in

places like Soweto and the FLISP subsidy fesake as well as new bujldould gradually

tempt banks further into township-salemarkets.

Newknowt dge producers build cartographies of the

A new knowledge producer would build a much wider cartograpldgftafrdablépossibilities
than the banks were exploring. In 2010, DRibded FinMark Trust and Urban LandMark

" Followed by FNB at 25%, ABSA at 25%, Nedbank at1B%, and SA Hom Loans at %% of the
market (Interview wittSA Home Loans manager2013).
8 This became clear first at a baokganizedocus grouf or 6 af fordabl ed home owner :
one evening early on in my fieldwork.
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launched an exgditly geographical knowledge project: the Affordable Land and Housing Data

Centre (al+hdcjThe al +hdcés task was to map out faffor
neighborhood scale across the country using the national deeds registry, census data and

propety market data provided by the private company Lightstone Property Sealiekdc

2012; CAHF 2013, 4) In kéeping with the general discourse on affordable hoasjng a | + h d c
staff explained to me, fAdwe defined an affordab
price is less than R0, 0 @Gl&halc 2011increased to R600,000 by 20 ighty20 2015, 5)

Al+hdci denti fied just over half of th€aswabasionds
just over halfthenatmds regi stered residenti al properties

What kinds of places wer e tnbhtacadngtabalfhdcdataabl ed s
those neighborhoods filled with sectional title townhouse complexes. Rather, almost half (47%)
of 6affor dabwerbe plr @m@abtl dadc &i nt ¢alfimdsr20h2pFhedrest

were formerly white working class lodensity suburbs or high density inner city suburbs

(6suburbs in transitioné), as weodntheaigeofthew gr ee
city. For each of these 6affordable subur bsbo,
buyer and sell er, l evel of mortgage finance ¢é

average value of (CAHFQ@LB)THhisiwaskrowlédgeqpradutiGnh Qew
scale anaf a newsort. Al+hdc will be important in the second part of the chapte#-vis new

framings of 6affordabl ed risk.

fiPati entl cabihgl Dor 6r e alalfinaacelsrisis s after the gl

Sout h Adusingpdca Busst was not alone in creating new conditions of possibility for the
6affordabl e housi sgh omatrhkaentdée.d Wiedreer asshitfhtes 6 gl o
(GFQ)i articulated with the national property crisis. This section attends to th&nsncial

actor® namely private equity and institutional investors like pension$ and insurance firms,

but also securitized mortgage lendetsh at enr ol Il ed i n South Africaéb

during and after the GFQhese atorswould goontoposwr f ul | 'y shape the oOaff

° |t was theal+hdcthat drew my attetion as an early graduate student to this object it stabilized, the
6affordabl e market 6.
Y5 0f about 6886 suburbs on the deeds registry, abot
R500 0000; dA[o]f al most 6 Deddd Registryp3.5nelon (88&ohatei a | pr ope
valued at | es qa+hdoc2082) R500, 000¢€é0
1 From Interview withLamoreaux2012.
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di scursively, politically arddousingiaSouthafriday . I exa
was an appealing investment, and the sepiatial relations that produced and were produced by

these new enrollments.

Many have analyzed the systemic andwpethervi nci al
through capital i ¢$Hawdey 2080¢thme énfluance of Ghinagceschool e s
neoliberalismMirowski 2013)yWa | | St r e et 0-taking prhcticegHoe2008)the r i s k
merging of housing and capital markets through new financial instruments-&ellofg risk

(Ashton 2009; Aalbers 20123tate dé&eregulation(Dymski 2009; Gotham 2009and predatory

subprime lending that disproportionately targeted racial minorities and their neighborhoods in

the US(Wyly et al. 2012)In SouthAf r i ca, <cri ti cal analysis of th
financial <c¢crisis have focused on the deleteriao
transnationallyc o n n e ¢ t e eeneégyei onmepr (Ashxsén, Fine, and Newman 2011;

Marais 2011; Bond 201&nd on household experiences of indebtedfigsaes 2014)Contrary

to state and business®é cl foomtheGHOy pridantiad been r el
regulation and a conservative, well managed financial s@d&tional Treasury 20115outh

Af r i c a 6 sreeleccfromhe eng of the commodity boom and the drying up of hot portfolio
flows after the markets crashed. And while Sou
banks werdleedingfrom their exposure in other parts of the world. The state tried to stem

captal outflows by keeping repo (and interest) rates high and credit ratingfglanais 2011)

Households suffered the most, with the loss of one million jobs during the crisis. Rising

unemployment combined with rigjrinterestratesht o us ehol dsé debt commitm
state had to actively intervene to cushion households through cutting interest rates in 2009,
launchingan Expanded Public Works programdWorld Cup infrastructure projects and

increasing wager public sector worker@8horat, Naidoo, and Pillay 2018psulated South

Africa was not.

But the crisis also hado6afpfr ad dpa hatipesten®evealddf ect s .
inour conversation that the problem was not one
around youdl |l be scared! o (I nter vthaduringtheg h Baue
GFC and quantitative easingforngesmeon$ wéananée mnc
somewhere other than a fisus p-Anwetica(InevievxoMth mar k e t
Venter , 2012) . SomeRéare wssbt ickasaenfyoat her
such agquities and securities, veeapaling to investors, Ouma (201vjites in relation to the
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