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Harnessing dynamic informal land markets to poverty alleviation initiatives in 
South African cities 
 
Abstract 
 
The prevalence of informal land markets in cities in developing countries has sparked 
interest in how these markets might be harnessed to poverty alleviation initiatives. 
However, this paper suggests that poverty alleviation initiatives that are based on a 
‘default’ formal land market view are unlikely to be successful for poor households. 
Drawing on research on informal land markets in South African cities, the paper 
points toward a need to rethink land markets if they are to be harnessed to attempts to 
alleviate poverty. The research evidence suggests that, contrary to views which 
suggest that informal land markets are based on the absence of the state, the state is 
very much present and contributes to the dynamism and differentiation of informal 
land markets. 
 
 

1 Introduction1 
 
Informal urban land markets now account for the main way in which poor people 
access land informally in cities in South East Asia (Angel et al. 1983); Latin America 
(Gilbert and Ward 1985; Jones and Ward 1994; Calderón Cockburn 1999) and Africa 
(Kironde 2000; Antwi 2002; Rakodi and Leduka 2004). The increasing prevalence of 
informal land markets in cities in developing countries has provoked a wide range of 
interventions on the part of municipal governments and international development 
agencies. Some of these interventions are adapted from longer histories of processes 
of informal settlement upgrading (United Nations Human Settlements Programme 
2003). Other interventions attempt to bridge differences between built environment 
professions such as planning and surveying (Fourie 1999; Davies and Fourie 2002; 
Dekker 2003; Barry 2006; Burns 2006; Berrisford and Kihato 2008). While yet others 
relate more to regulatory and legislative changes (de Soto 2006; Kironde 2006). 
 
Informal means of obtaining access to land are not restricted to poor people. 
However, in practice, the informal practices of wealthier urban citizens have remained 
beyond the scope of most research and analysis. The result has been a focus on the 
direct, if complex, correlation between poverty and informal land access (c.f. Cartaya 
1994). Urban development interventions that relate to patterns of informal land access 
have therefore usually incorporated an additional objective of reducing poverty. This 
has served to widen (and complicate) the scope of interventions in informal land 
markets even further. One way of working through this complex field has been to 
categorise interventions as either considering market mechanisms as favourable to the 
fortunes of poor people or to their detriment and hence, to be resisted. The continuing 

                                                 
1 This paper is based on a research project commissioned by the Urban LandMark programme and 
undertaken by Isandla Institute and Stephen Berrisford Consulting with Progressus Research and 
Development. I am grateful to Mark Napier, Mirjam van Donk and Stephen Berrisford for 
encouragement to draw on this material and in addition to Silvia Gullino, Michael Kihato, Sivuyile 
Maboda, Sue Parnell, Edgar Pieterse and Lauren Royston for many useful conversations. Ann Varley 
made many useful comments on an earlier version of this paper. 
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political significance invested this crude categorisation can be traced back to a more 
nuanced urban development debate between researchers and practitioners following 
the work of John Turner (1968) and those more comfortable with Rod Burgess’s 
(1982) Marxist position. The debate that followed was not explicitly framed in land 
market terms. Nevertheless, Turner’s views on the benefits of ownership and Burgess’ 
claims about the effects of (further) exposing poor households to the vagaries of 
market forces, set the parameters of a debate that continues today because 
protagonists of either persuasion recognise partial merit in the opposing argument. In 
addition, the popular success of Hernando de Soto’s (1989; 2001) contribution has 
greatly stimulated the broader debate about property rights and how they might be 
exchanged in ways that are more favourable to poor people (c.f. Bromley 1994; 
Gilbert 2001; Payne 2001; Varley 2002; Krueckeberg 2004; Schaefer 2004; Mooya 
and Cloete 2007). My aim is to contribute to this debate by focusing on how to 
harness informal land market interventions to poverty alleviation initiatives.  
 
I attempt to steer a course between critiques of the effects of land markets on poor 
people and the alternative view of endorsing markets as being pro-poor by arguing 
that informal land markets could be used to reduce poverty if a different 
conceptualisation of broader urban land markets is developed. Lest alluding to the 
broader debate above implied a paralysis in urban interventions, I hasten to add that it 
is very clear that a ‘default view’ of urban land markets is regularly and robustly 
operationalised. In my view, the beliefs, assumptions and activities that comprise this 
‘default view’ are based almost completely on a view of formal urban land markets. 
By ‘formal urban land markets’ I mean the set of assumptions, theories, practices that 
are invoked in a (neo-classical) economic analysis of ‘markets’ and which seeks to 
explain the activities associated with exchanging commodities underpinned by 
regulations and laws of the state. I argue that that it is this ‘default view’ that needs to 
be challenged if informal land markets are to be harnessed to poverty alleviation 
initiatives. My argument is built around evidence from the operation of informal land 
markets in South Africa (Isandla Institute and SBC 2007). The research demonstrates 
that these markets work differently to the way in which it is assumed when considered 
from the perspective of the ideal of formal urban land markets.  
 
I eschew a direct critique of the ability of formal urban land markets to alleviate 
poverty in ways that imitate the broader debate as I have schematically introduced it 
so far. As Ann Varley (2002) has pointed out, there is always the risk that such a form 
of critique invests formal land markets with more power than they really have. Thus, 
more circuitously, I turn to evidence of the involvement of the state in informal urban 
land markets to acknowledge what is usually taken for granted. In so doing, I aim to 
unsettle the general conceptualisation of informal land markets that flows from the 
‘default view’ which suggests that such markets are static and from which the state is 
largely absent. As a result, I seek to open a progressive space that retains the 
possibility of markets reducing poverty, yet does so on the basis that the 
conceptualisation of markets is developed in favour of poor people. The 
conceptualisation that I seek to work towards is a view of land markets that are more 
integrated and differentiated than currently suggested by accounts that work from a 
formal land market analysis. In terms that build on earlier research on the ‘articulation 
of different urban land systems’ (Baróss 1983; Durand-Lasserve 1990, 1994), I draw 
out the implications of considering how a more integrated and differentiated 
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conceptualisation of land markets exposes power relations that go beyond in/formal 
dichotomies and which perpetuate urban impoverishment. 
 
There are four parts to the paper. In the second part that follows, I examine the role of 
the state in relation to informal urban land markets that emerge from the ‘default 
view’ of formal urban land markets. In the third part, I turn to a literature that has 
approached issues of informal land access from the perspective of informality. This 
section introduces the key concepts that provide a framework for the empirical 
evidence generated in the recent study of informal land markets in three metropolitan 
cities in South Africa (Isandla Institute and SBC 2007). This research points to the 
involvement of the state, in the normal prosecution of its duties, in dynamic informal 
land markets. In the fourth part, I draw out the implications of dynamic informal land 
markets that include the state, for attempts to alleviate poverty. 
 

2 Formal urban land markets, the state, and poverty 
alleviation 

 
The laws, rules, and regulations of the state are considered fundamental to the 
successful operation of formal urban land markets in developing countries (Sivam 
2002). In this part, I begin by outlining a general view of formal urban land markets 
and drawing attention to the ways that the state is involved in formal land markets. 
These forms of involvement provide the basis on which the state might orchestrate 
initiatives to reduce poverty. It may seem unnecessary to begin with a consideration 
of formal urban land markets when considering informal land markets and poverty 
alleviation. However, Jones and Ward (1994) argue the conceptualisation of formal 
land markets holds out an ideal to which the informal should aspire or be converted 
into. Formal land markets therefore act as a powerful reference point for informal 
markets. As one of the goals of this paper is to contribute towards a transformed 
conceptualisation of land markets, it is necessary to keep this ‘reference point’ of 
formal land markets in mind. Ultimately, this conceptualisation will need to be 
transformed or displaced if land markets are to be harnessed to poverty alleviation 
initiatives. 
 
2.1 Formal land markets 
 
The urban land market is assumed to be defined by transactions that are formal and 
recorded in a public land register, that conform to specific legal requirements, and that 
are informed by a specific logic that considers land a capital asset (Antwi 1998; 
Kironde 2000). The singular relationship between land markets and the state is 
therefore a defining feature of formal land market activities. 
 
There are two ways in which formal land markets can be linked to poverty alleviation 
and thus, two different sets of state activities – often pursued in parallel. I first 
consider how formal land markets are considered essential for economic growth – 
economic growth that, in turn, provides the means to reduce poverty. This can be 
considered an indirect way in which formal land markets are related to poverty 
reduction. In the following section, I draw attention to the ways in which a more 
direct link is made between formal land markets and poverty reduction through 
building the asset base of poor households. 
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2.1.1 Formal land markets and economic growth 
 
In the early 1990s, David Dowall (1993) set out one of the clearest explanations of the 
relationship of formal land markets to economic growth. He argued that markets are 
the most efficient form of allocating the most productive (and wealth-generating) 
activities to different land parcels. The corollary being that undue interventions in the 
land market mechanism were likely to reduce the possibilities for economic growth. I 
extend Dowall’s (1993) analysis of the relationships between formal land markets and 
economic growth to make a link that is often made in relation to poverty reduction: 
economic growth is a necessary, if not sufficient, condition for the reduction of 
poverty (Ravallion 2004). Since the early 1990s, the pressure on urban governments 
to ensure cities function as ‘engines of economic growth’ has increased. The 
dominant understanding of the locus of economic growth has shifted from the level of 
the nation to cities and firms (Porter 1990; Harris 2002). In order for economic 
growth to be as attuned as much as possible to (global) economic signals, it is 
assumed that formal land markets must be able to respond as quickly and efficiently 
as possible. 
 
The efficiency of land markets is presented as depending on a series of interrelated 
factors. One factor is bringing buyers and sellers together to facilitate transactions and 
setting prices for land. A second factor is allocating land so that the quantity supplied 
equals the quantity demanded and thereby establishing an equilibrium between supply 
and demand. Together these two factors contribute to urban land being efficiently 
used (Dowall 1993; Harvey and Jowsey 2004). In Dowall’s (1993) view, the 
economic activities associated with different land uses have differing potential to 
contribute to economic growth. This is narrowed down to the view that different land 
uses, have differing potential to contribute to economic growth. In terms of these 
assumptions, the land market “encourages developers to develop sites to their highest 
economic potential, picking that use and building at that density that will yield the 
highest residual land value. Any bid to buy land to be used for a lower intensity use 
will lose out to bidders who will be able to make a higher offer” (Dowall 1993, 7). 
Effective land markets are characterised by increasing volumes of transactions, 
reduced transaction costs, and improved access to capital markets (Bloch et al. 2006). 
The critique of this view is that land markets will be unable to ‘work’ for poor people 
as they will always start at a disadvantage. However, for proponents of land markets 
this critique misses the point because without economic growth, there will be no 
wealth to ‘trickle down’ to poor people. 
 
This understanding of land markets legitimates a set of state interventions that seek to 
increase the fungibility of property and that continually clarify property rights, land 
use planning and regulations. These factors are considered to strengthen the security 
of land rights that are important for land markets. In turn, more secure land rights 
improve investment in land and use of land (Besley 1995; Byamugisha 1999). In this 
view, economic growth depends on large, formal investments that secure and develop 
the ‘economic platform’ of an urban area (Fairbanks and Lindsay 1997). It is this 
‘platform of productive industries’ that enables places to compete globally. The 
ability to provide large, formal investments in ways that build the economic platform 
and allow for cities and firms to receive economic signals rests squarely on an 
efficient land market. 



 5

 
The state’s role is to create the conditions for economic growth. This is to eliminate 
barriers to entry, promote competition and avoid unnecessary regulation that restricts 
the operation of the market (Dowall 1993, 11). From this perspective, the informal 
means through which urban land is exchanged is considered a barrier to operation of 
formal market forces. Such conditions, and any socially-minded legislation that 
provides some measure of protection to informal land rights, are represented as being 
unfavourable to the competitive operation of the land market. Given that the state is 
responsible for economic growth, it is responsible for bringing this land and 
households into the market (Deininger 2003). The aim is to find ways to incorporate 
people who are currently excluded from the benefits of market mechanisms by 
expanding the formalities underpinned by the state (de Soto 1989). There is an 
implicit assumption that anything less than the formal land market represents a 
situation of something less of the state, if not the total absence of formality associated 
with the state. This allows state actors to stigmatize, and in some cases criminalise, 
urban informality as a constraint on the wealth generating prospects of society as a 
whole (Huchzermeyer 2004; Pithouse 2008; Potts 2008). In the following section, I 
present the more benign and direct relationship between formal land markets and 
poverty alleviation. 
 
2.1.2 Segmented formal land markets and assets 
 
The possibilities for state actors to harness land markets to poverty alleviation is also 
developed through a more immediate relationship between land markets and poverty 
alleviation. Proponents working in this vein draw inspiration from asset-based 
approaches to urban poverty. For example, sustainable-livelihood approaches to 
poverty reduction directly address how the possession and use of land by poor 
households might reduce impoverishment (Carney et al. 1998; Moser 1998). 
However, the role of markets in relation to poverty alleviation has generally been 
neglected by anti-poverty practioners (Dorward et al. 2003). One exception is the 
‘making markets work for the poor’ approach emerging through the joint effort of 
international development agencies. DfID (2005) offer one of the clearest descriptions 
of this approach. The approach offers two main policy directions/ opportunities to 
state actors. The objective of making land markets work for poor people is that the 
participation of poor people in markets will contribute to economic growth and 
reduce poverty. This legitimates a more interventionist role for the state to expand 
land markets. This expansion is to be achieved through diversifying the quantity and 
quality of land parcels available so that if the size of the land and characteristics are 
reduced and combined in particular ways, poor people will be able to afford a parcel 
and the market will have efficiently allocated the land to its most productive use.  
 
The second objective is that the diversification of the nature of parcels of land is to be 
achieved through ‘segmenting’ the land market so that interventions can be more 
spatially targeted by a state that must always seek to do more with fewer resources. 
An advantage of segmented markets is that the impact of any state interventions (such 
as subsidies or price ceilings) is relatively contained and does not unduly distort the 
‘real’ land markets. The way in which state actors might be able to utilise land 
markets in favour of poor people is clearly more developed and direct than relying on 
the eventual proceeds of economic growth. However, this more direct approach relies 
on a relatively neutral view of markets as “institutions that exist to facilitate 
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exchange” (DfID 2005, 4) takes precedence over the ways that markets embody 
power relations and exclude particular people (Friedland and Robertson 1990; 
Durand-Lasserve 2005). This is because “before a market can work for the poor, it 
must first be able to work at all” (DfID 2005, 9, emphasis in the original). This means 
that, in practice, the attention of international development agencies is directed away 
from poor people and towards organisations and institutions that are perceived to 
already constitute land markets. Examples of such organisations and institutions 
include banks and investors (Gibson et al. 2004; Porteous 2006).  
 
De Soto’s (1989) analysis shows formal practices that clearly discriminate against 
poor people and so progressive interventions into the practices of agents that are 
associated with formal land markets are to be welcomed. However, such a focus 
seems to move interventions more toward the indirect approaches discussed earlier 
and belies their progressive potential. To anticipate one of the conclusions, it may 
well be that the informal practices of actors in formal land markets may be more 
impoverishing than the exclusionary nature of the formal practices. 
 
In sum, formal land markets set out a clear and unambiguous role for the state in 
reducing poverty – either to support the land market mechanism that underpins 
economic growth or, to intervene in the informal land market so that poor people 
might be incorporated within the formal land market. The clarity of these role 
probably goes a long way to explain their continued popularity for state actors and 
one of the reasons why this conceptualisation of formal land markets remain the 
‘default view’ of land markets. But, if the state is considered to be intrinsically part of 
formal land market activities it is also the definitional hinge upon which descriptions 
of informal land markets tend to swing. The argument is that it is mainly the 
(inappropriate) formality of the state that creates barriers that result in informality (de 
Soto 2001; Sivam 2002; de Soto 2006). Consequently, in addition to the state being 
seen as present in formal land markets, it is also seen as a primary cause of informal 
land markets. Given this argument of causation, in the section that follows, I consider 
how state actors are legitimated to act in relation to informal land markets. 
 
2.1.3 Informal land markets 
 
Most forcefully put by pro-market proponents, the argument is that it is mainly the 
(inappropriate) formality of the state that creates barriers that result in informality (de 
Soto 1989). Consequently, while the state is present in formal land markets it is also 
seen as a primary and external cause of informal land markets. Consequently, 
informal land markets are generally defined as “operating almost totally outside the 
realm of public authorities” (Kironde 2000, 153). Informal land markets are 
characterised by locally-based, ‘self-organised systems’ (de Soto 2006) that create 
defective property rights and that impede the exchange process that is necessary to 
create wealth (Mooya and Cloete 2007). Although the property rights created and 
exchanged in informal land markets represent the dominant form of land holding in 
African cities (de Soto 2001), the absence of the formalities associated with the state 
means that these rights are essentially underutilised. For Mooya and Cloete (2007), 
high transaction costs and an inappropriate configuration of property rights mean that 
poor people are ‘forced’ to resort to informal transactions and cannot realise any 
capital gains from exchanging property rights. It follows that actors associated with 
the state are authorised to intervene even more than before to first, deal with situations 
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which are characterised as ‘market failure’ and second, to reduce transaction costs by 
clarifying property rights. Building on the asset vulnerability frameworks that 
consider property rights an important asset for poor people, Mooya and Cloete (2007) 
suggest that it is the tradability of these property rights that hold the key to significant 
poverty alleviation. Importantly, Mooya and Cloete (2007, 153) acknowledge that an 
informal land market does not have to be less efficient than a formal land market. This 
opens up the potential to see informal land markets as an entry point into a bigger land 
market system. Their view is that the possibility of informal land markets contributing 
to poverty alleviation is based on “the existence of facilitative institutional 
arrangements/regulatory frameworks … [that consist of] … a cultural framework 
supportive of impersonal market exchange, appropriate laws, mechanisms for dispute 
resolution and arrangements for the provision of market information” (Mooya and 
Cloete 2007, 155). However I argue that, with only the understandings of formal land 
markets (described above) as reference points, it is inevitable that the existing 
understanding of the formal land market will be drawn on by state actors as the model 
for this ‘cultural framework’, ‘appropriate laws’, and mechanisms for disputes. In this 
way, the attempt by state actors to understand the contingency of informal transaction 
costs, informal security of property rights and their effects on informal land markets is 
diluted. It is therefore useful to turn to other perspectives on informality and land 
markets to create the basis for thinking differently about how informal land markets 
might be more effectively harnessed to poverty alleviation initiatives. 
 

3 Informality 
 
Land markets have also been approached from the perspective of ‘urban informality’ 
and, in comparison to analyses of formal land markets, engages more explicitly with 
the relationship between informal land markets and state actors. In this section, I 
examine how these perspectives help to create the basis for thinking differently about 
informal urban land markets. Asef Bayat’s (2004) notion of the ‘quiet encroachment 
of the ordinary’ and Carole Rakodi’s (2006) conceptualistion of ‘mutual adjustment’ 
extends a long school of thought relating to informality and offers useful concepts to 
rethink the understanding of informal land markets. This line of thinking seeks to see 
value in poor people’s informal activities, to show the boundary between what is 
considered formal and informal as being more porous and flexible than it is made out 
to be by adopting the perspective of formal land markets. This perspective is strongly 
influenced by an appreciation of the differentials in power between poor people on the 
one side and the state and market on the other. In moving the broader debates forward 
it is critical that such an appreciation is not discarded. From the many insights into 
informality that have emerged, I want to highlight some of the implications of the 
tradition for state actors. 
 
I begin with Razzaz’s (1993; 1994) productive application of Sally Falk Moore’s 
(1973) notion of ‘semi-autonomous social fields’. Razzaz (1994) centres the analysis 
on informal land use as a form of non-compliance with the formalities of the state. In 
this sense, the emphasis is on how the internal rules of informal transactions might be 
used to block the (formal) external activities of state actors. In this way, this is the 
inverse position of pro-market people that see informality as establishing some kind 
of barriers to the operation of the market. Except in this case, the ‘internal rules’ are 
seen as important to poor people’s survival and attributed greater social value. 
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Another form of non-compliance is when poor people open operational niches within 
the realm of formal state rules by taking advantage of gaps in the rules and 
inconsistencies in the enforcement procedures. A final form of non-compliance that 
Razzaz (1994) identifies was poor people inducing adaptations to formal rules or 
institutions and enforcement by resorting to socially sanctioned norms or informal 
rules. This final form of non-compliance suggests that there is some interaction 
between poor people’s informal land settlement activities and state actors. In 
combination, Razzaz (1994) argues that the interaction between poor people’s 
informal activities and state actors be considered one of ‘contestation and mutual 
adjustment’. It is this notion of ‘mutual adjustment’ between informal land markets 
and state actors that Rakodi (2006) has returned to develop and which I will consider 
below. 
 
Contesting the notion that ‘semi-autonomous social fields’ tend to be somewhat 
impenetrable by formal actors, Rakodi and Leduka (2003) argue that contestation and 
mutual adjustment is only one type of relationship between informal land uses and the 
state. In this way, contestation is not an end in itself but rather a means to an end. 
While the concept of ‘contestation and mutual adjustment’ is a form of non-
compliance that is expressed openly between informal land developers and the state, 
there are many forms of non-compliance that are more covert or quiet and that lack 
any observable forms of organisation. Examples include gradually extending shelters 
or pieces of land that are informally occupied or tapping into public infrastructure 
systems for water or energy. It is argued that the more overt and organised protest 
represents only a small proportion of what constitutes resistance or non-compliance 
(Bayat 1997). 
 
The focus on non-compliance suggests that the primary role of the progressive state is 
to adapt the rules/lower the barriers so that poor people can be compliant. An example 
is the ‘normas minimas’ debate in Latin American cities (Gilbert and Ward 1985). In 
more conservative states, the role of the state is perceived to be to force people to be 
compliant through greater regulation or eradicate the non-compliant practices. From 
this perspective, we are alerted to a wide range of interaction between informal land 
users and the state. However, the dominant essence of this interaction tends to be 
perceived as mutually antagonistic. There are clearly times when the state uses 
formality to be antagonistic or poor people mobilise antagonistically against the 
formality of the state, but the dominance of this view limits the opportunities to see 
informal practices and state actors as being ‘mutually adjusting’ (Rakodi 2006). In a 
way, these approaches validate the practices of poor people but mirror the dichotomy 
that sees informality as essentially atomistic survivalism or antagonistic to formality. 
Bayat (1997) offers a view which sees informality in land markets as more than a 
static condition of atomistic survivalism needing upliftment by the state or 
homogenised mass of people united by their poverty. Instead, poor people have a 
fuller range of strategies that depends on a different view of the role of actors 
associated with the state. In my view, this provides a basis to see how people might 
do more than seek to hold the state at bay or contest it but how they might enrol the 
state itself in informal land transactions. 
 
 
3.1 Evidence from informal land markets in South Africa 
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I draw on research on different informal land markets in three South African cities 
(Isandla Institute and SBC 2007) to point to ways in which actors associated with the 
state are already involved in informal land markets. The broader research was 
conducted in nine different areas in the three largest metropolitan areas of South 
Africa. The research involved a mix of qualitative and statistically representative 
survey research methodologies in each of the areas to investigate the existence and 
operation of informal land markets. While South African cities are different in many 
ways from other cities in Africa and the post-apartheid state is stronger than many 
other African states that are less well resourced or fragile, the broader point of the 
involvement of the state in informal land markets remains valid, even if the form of 
this involvement will be different. This is because of the ubiquity of the dominant 
land market optic conveyed through the international development institutions and 
consultancy companies on what constitutes a ‘proper’ urban land market and the 
strong interest of states to control land rights, as noted in the introduction to this 
paper. 
 
3.2 The involvement of state actors 
 
The most obvious and fundamental way in which the state can be involved in informal 
land markets is in the underlying sense of the ‘dual rights’ to land in terms of which 
the state always has some stake or authority to declare the parameters of property 
rights (Doebele 1983) irrespective of the (informal) land use. But, here I draw 
attention to specific forms of this involvement in terms of characteristics that are 
associated with formal land markets: the clarification of property rights and the 
reduction of transaction costs through the legitimation and facilitation of transactions. 
 
3.2.1 Clarifying property rights 
 
The clarification of property rights is consistently legitimated as an activity for actors 
associated with the state. This is despite a long tradition of scholarship that identifies 
the informal clarification of property rights (for example, de Sousa Santos 1977). 
Indeed, clearer property rights are considered a defining feature of formal, as opposed 
to informal, land markets. However, evidence of state involvement in clarifying 
property rights in informal land markets starts to disrupt the basis upon which 
interventions in informal land markets are conceptualised and provoke the need to 
rethink urban land markets. 
 
The process of clarifying property rights occurs as the state acknowledges the 
informal occupation and use of land. It would be unusual and irregular for this 
acknowledgement to be in the form that it is in the areas of the city that are considered 
‘formal’ and the struggle for the security that formal recognition provides is at the 
core of many urban struggles. But there are far more subtle and intermediate forms of 
acknowledgement that gain currency in informal markets (Varley 1987). Such forms 
of acknowledgment arise in the normal and inevitable course of the state fulfilling its 
‘developmental’ responsibilities.2 The responsibilities of providing access to services 
or at least mitigating health disasters follows a particular state logic of enumeration 
and registration. One of the respondents in Durban explains this in terms of: 
 

                                                 
2 I am excluding corrupt, illegal and criminal interventions from this category of state activities. 
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… the number system was already being implemented to see how many 
people lived in this area, so everybody had a number, as a form of identity. [So 
that as] an example, you see this house opposite us, it has three lots, before, 
you use to get one number for all three lots. They then changed it, because 
they said you cannot have three lots depending on one number, as it makes it 
inaccurate for the municipality to know the number of the people living there. 
Then the new system was implemented, where every house had a number. 
That’s the number I was talking about (KB1, 4). 

 
The research revealed that people in land markets in informal settlements considered 
their claim most similar to the land claim of ‘temporarily borrowing’ the land.3 But, 
this sense of ‘temporary encroachment’ on land sits uneasily in an urban context 
where there are competing demands for land and making it difficult to adjudicate 
claims based on different ‘logics’. In addition, land uses are permanently locked-in by 
municipal zoning schemes or the provision of infrastructure such as water and energy. 
Recognising this and appreciating the ineffectualness of this claim, small changes in 
people’s visibility to the state are important. For example, the simple registration of 
shacks through painting numbers on the walls or doors was perceived as a step 
towards clarifying property rights, albeit it small and often irreversible. As an 
example, a respondent explains how “there are municipality people who keep coming 
here to register houses” and the effects of this numbering registration process as: 
 

…what I did was rent this house from another woman. Now, this woman had 
two doors for her house, now one of them is registered and another one is not 
registered and we were staying on the unregistered one. Now, she stayed there 
until she found an RDP4 house (KB8, 2) 
 

In Durban, the Municipality required landlords in informal settlements to take their 
tenants with them to their newly allocated formal house. In this case, because there 
were two doors to the house and only one was registered, only half the shack was 
demolished leaving the respondent in the research to remain and rebuild the structure 
until they would also eventually be removed and allocated a formal dwelling. 
 
The reason that numbering of shacks is considered a step in the clarification of 
property rights is that it amounts to the state recognising that person’s claim to some 
future right to development. Although the state’s promise of development strengthens 
the claims of residents of informal settlements, the converse can also be true. In the 
case studies, the longer that people had to wait for development without any apparent 
change in their claims to property, the weaker they perceived their claim to be. 
 
3.2.2 Reducing transaction costs 
 
A focus on transaction costs is at the core of an institutional economics that, often in 
instrumental terms, enables relationships between transactions, markets and 

                                                 
3 ‘The sense of ‘borrowing’ that is being implied here is similar to the ‘temporary pledging’ of unused 
land which should be returned upon request and that is more common in communal land systems where 
the property right attaches to the individual rather than a specific piece of land  
(Deininger and Feder 1998). 
4 Reconstruction and Development Programme (RDP) is the post-apartheid state’s major development 
policy through which broad development projects such as the housing policy are pursued. 
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institutions to be made (Mooya and Cloete 2007). In this view, high transaction costs 
create market failures or induce people to transact in other ways. In the context of 
informal land markets, high transaction costs impede the exchange that makes it 
possible to realise the value of the commodity and for poor people to trade their way 
out of poverty. It is argued that one of the most important ways in which the state can 
harness informal land markets to poverty alleviation initiatives is to reduce the 
transaction costs associated with land market transactions. The research showed that 
although transactions in the land markets in informal settlements were already the 
quickest and cheapest amongst the informal land markets studied, there were clear 
ways in which state actors were reducing transaction costs by creating assurances 
between the parties and legitimating exchanges. One example is the involvement in an 
informal settlement in Durban of the local ward councillor providing an assurance of 
the bona fides of the seller’s property rights and hence, legitimacy of the sale. A 
respondent in the research describes this process: 

 
…as she was leaving, she was selling her shack, so we agreed that as this is a rural 
area, there suppose to be a king that is ruling the place, so I asked her to negotiate 
for me to meet the person in charge of the place, something like committees or 
councillors.  We then met with the councillor at the office, I paid the money and 
then I got the place (KB5, 2). 

 
Another example is municipal officials confirming the ‘market’ price of units in state 
housing projects before an informal transaction is undertaken. A final example, is 
local officials and councillors acting as informal witnesses to transactions in the 
informal markets studied in Cape Town, Durban and Ekurhuleni. A respondent in 
Ekurhuleni, states that: “…I have registered my name in the offices with the 
councillors and they have given me certain papers, that is my guarantee [of 
ownership]” (ES9, 7). 
 
In the informal settlement in Ekurhuleni, just over 60% of informal transactions were 
witnessed by police officials. In Durban, 24% of the informal transactions were 
witnessed by the local councillor. The enrolment and involvement of state officials in 
informal market transactions is reinforced by the finding that more than 50% of 
respondents in the state housing projects and informal settlements in Durban stated 
that the councillor and municipal officials together could make the process of buying 
and selling informally simpler (Isandla Institute and SBC 2007). 
 
In sum, I am pointing to the highly variable and often inconsistent presence of the 
state in the transactions that make up informal markets rather than claiming that the 
state is always present in every transaction. The evidence shows that social networks 
and families remain the most important actors in different stages of transactions in the 
informal land markets studied. The presence of the state in informal market 
transactions raises questions about the scope of legitimated action for the state based 
on an assumption of the state’s absence in these markets. The implications of this 
evidence for poverty alleviation initiatives are outlined in the final section. 
 

4 Implications 
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The current development context is marked by the strong reluctance of states to 
embrace ‘legal pluralism’ or acknowledge alternative forms of property rights that 
exist already (McAuslan 2005). There is therefore the need to work with state laws 
and the rights that are derived from these laws. It is also clear that, generally speaking, 
(capitalist) markets constitute important societal processes and formations and will be 
difficult to erase. It is critically important to engage with conceptualisations of 
markets if they are to be progressively transformed (Gibson-Graham 2002; Dorward 
et al. 2003). In this section, I address the implications of this South African evidence 
for broader processes of harnessing informal land markets to poverty alleviation 
initiatives in other cities. 
 
There are two specific implications that I would like to draw attention to. The first is 
that informal land markets are more dynamic than the dominant formal land market 
perspective suggests. The second implication is that informal land markets are both 
more internally differentiated and integrated into broader land market dynamics than a 
formal land market perspective currently allows. Both implications have profound 
consequences for poverty alleviation initiatives that proceed on the basis of 
homogeneity within informal land markets and separation from broader land market 
dynamics. 
 
The dynamism and vibrancy of informal markets have been generally acknowledged 
(for example, Halfani 1996; for example, La Ferrara 2002) and sometimes celebrated 
(for example, de Soto 2001). However, changes in (informal) land markets tend to be 
linked to significant regulatory changes such as formal land titling programmes. The 
evidence from this research on informal land markets in South Africa suggests that 
informal land markets are dynamic rather than static and that part of this dynamism is 
linked to the involvement of actors associated with the state. 
 
In the Isandla Institute and SBC (2007) research, two distinct phases of informal 
markets emerged that revolved around the involvement of the state. First, poor people 
may quietly encroach on land without any reference to the state. This might be 
covertly or more overtly, as in the case of a major land invasion that gave rise to the 
informal settlement studied in Cape Town. In the Cape Town example, the invaded 
land was perceived as ‘vacant’ and unused by the original occupiers. The original 
occupiers usually staked a larger claim to space than they are able to use immediately. 
It is this ‘excess’ space that was subdivided and traded as subsequent waves of 
households were attracted to the settlement and it consolidated. At this stage, the 
evidence of the informal ‘transaction’ is provided by the continuous, physical 
occupation of the land by both the original occupiers and subsequent waves. During 
this phase, there is little orientation to the state as people pursue their everyday lives. 
 
The motivations for transacting in informal land markets relate to the ‘normal’ desire 
and ability to achieve some form of independence from the parental household. In the 
process of attaining adulthood and growing older it appears that there are strong 
societal norms that relate to breaking away and forming an independent household. 
‘Growing older’ accounted for the largest percentage (25%) of reasons for transacting 
in informal settlements and the largest percentage in informal land markets in 
customary areas (50%). The second cluster of reasons for conducting transactions in 
informal land markets relate to either gaining or losing employment. In a backyard 
shack rental market near Johannesburg, gaining employment accounted for the most 
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important reason for conducting an informal transaction (45%). In the informal 
settlements, losing a job accounted for 10% of the reasons for conducting a 
transaction while 9% transacted because they gained new employment. 
The involvement of the state in reducing transaction costs and clarifying property 
rights marks the second phase. Typically, the various forms of encroachment (for 
example, informal settlement and unauthorised occupation of public buildings) that 
have developed come to be recognised by the state through some form of enumeration 
or registration process or provision of basic services by the state where these are 
lacking. During this phase the nature of the previous transactions appears to change as 
identities such as ‘squatter’ and ‘shack-dweller’ are mobilised in relation to the 
presence of the state. Once a person who has temporarily encroached on land is 
holding a set of claims to some form of future development they shift from focusing 
on their social group and begin to emphasise their individual relationship to the state, 
even if the state attempts to relate to the occupiers on a collective basis. The occupiers 
perceive themselves to be in the ‘queue’ for ‘development’ and therefore have 
explicitly entered into an agreement with the state. In addition to the networks of 
neighbours and family and friends used to prove ownership of the claim to future 
development, both the municipality and local development committee are included as 
important institutional sites at which to verify the identity of the people party to land 
transactions. The municipality is enrolled in these networks through the registration 
and numbering processes of individual claims they embark upon. 
The recognition that informal land markets are differentiated and constantly changing 
has consequences for poverty alleviation initiatives that are based on a view that 
informal land markets are homogenous and static. The consequence that I want to 
highlight here is that as the state becomes involved in informal land markets, poor 
people are effectively trading differential access to the state along with location and 
proximity to employment, shelter, access to services, and so on. This is based on a 
delicate web of social networks that themselves articulate and constitute relations of 
power. From the perspective of the state, ignoring the access to land that people have 
traded means that it is impossible to appreciate how certain groups can take advantage 
of poverty alleviation initiatives over others. As Buckley and Kalarickal (2004, 24) 
have pointed out in relation to land titling (as a means of expanding the formal 
market) the gains are often abrogated by the contradictory claims that anticipate 
changes to property rights. 
 
The evidence of the presence of the state in informal land markets disrupts a 
distinction of land markets based on the presence or absence of the state. It also 
disrupts the basis upon which informal land markets are assumed to work by showing 
them to be more dynamic and differentiated, often because of the activities of the 
state. This suggests that using the presence or absence of the state as a distinguishing 
feature of the potential of land markets to address poverty may not offer as much 
potential as suggested by the formal land market perspective. If informal land markets 
are shot through with formalities associated with the state, then the target of analysis 
must become the land market as a whole. This enables a justification for returning to 
Uzzell’s (1994, 254) prescient observation that informal activities and the strategies 
that inform them are not restricted to a particular class or set of category of land users 
(see also, AlSayyad and Roy 2004, 5). Informal practices are no longer the preserve 
of the poor and the informalities of formal markets might be just as exclusionary. This 
opens up a broader set of activities for state actors to pursue in harnessing informal 
land markets to poverty alleviation initiatives. Specifically, there is a need to 
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understand how land markets, described as formal and informal, are already 
integrated through the activities of state actors. 
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