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One of the primary benefits of homeownership in an 
expanding market economy is that of wealth creation 
through the capital appreciation of the dwelling unit. 
In many market economies, homeowners have most 
of their personal wealth tied up in the house in which 
they live. This is one of the main reasons why 
homeownership is regarded as preferable to rental. 
The housing subsidy in South Africa is built on the 
premise of building units for the amount of the sub-
sidy following the model of one-house one-plot, and 
giving them to people in the lowest income group. 
While the selling of non-subsidized properties by 
wealthier homeowners is an accepted practice in the 
property market, it does raise important and new 
questions in the case of the subsidized housing 
market. Selling of subsidized units, in many in-
stances, starts within months of taking possession of 
the unit and at a price below the replacement value. 
 
How prevalent are the sales of subsidized housing? 
How are the units sold legally or illegally? What is 
the process by which the transaction occurs? What 
documentation do buyers and sellers get to confirm 
the transaction? For how much are the units being 
valued on that market? These are some of the ques-

tions that are addressed in this attempt to under-
stand the phenomena and its replications. 
 
The study was conducted in the Cape Town Metro-
politan area; the data was gathered from two main 
sources. The first and foremost was from a field sur-
vey conducted in two low-income subsidized hous-
ing settlements. The second source involved for-
mally interviewing a group of persons directly 
involved in the housing delivery, officials and people 
working in Non Government Organizations. 
 
One important finding was that most of the transac-
tions happening with the subsidized housing are ille-
gal transactions. The research also shows that the 
benefits gained by homeownership in the low-
income communities does not lend to secure tenure 
and does not render the same benefits as middle 
and high-income unsubsidized homeownership. 
These findings should stimulate the government to 
introduce new legislation to curb the sales. The leg-
islation should be directed towards more appropriate 
housing options and alternatives to homeownership. 
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