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INTRODUCTION

Property taxation has a long history in South Africa, yet there are areas of the country where the
tax is only now being introduced. During the apartheid era there was no private property, and
hence no property tax, in the black local authority areas (BLAs). Agricultural property in rural
areas also was not subject to property taxation even in the post-apartheid era, as farmers paid
a combination of payroll and turnover taxes in lieu of the property tax.

Under the constitution of 1996, real property taxation is the only significant tax available to
local governments in South Africa. Moreover, the final realignment of local government boun-
daries, effective in December 2000, defined municipalities to include all land in the country;
thus all land, whether urban, rural, or township, is now potentially subject to property taxation.
National property tax legislation, adopted in 2004, allows local governments to impose differ-
ential taxes (“rates”) and/or exemptions on different classes of real property, and requires that
each municipality spell out its decisions and guidelines on such matters in a rates policy.

Private property has been established in the urbanized parts of BLAs, which generally
were brought onto the property tax rolls in the late 1990s. The rural tribal or traditional authority
areas continue to have communal land tenure, where rights to occupy specific plots of land are
granted by the tribal chiefs. A 2004 statute allows rural voters to choose whether to continue
communal ownership or move to private property. A choice for private ownership would be
expected to lead eventually to market values that could be used in assessing properties for tax

purposes, as in the urban BLAs.

Township housing.
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Real estate markets can develop slowly if residents are not accustomed to thinking of their
homes as an asset that they own, that has a market value, that can be sold, and whose sale is
to be recorded with government offices. Moreover, it is quite unlikely that all tribal areas will
opt for private property; where they do not, no market prices will emerge. While the property
rates statute allows these areas to be exempt from taxation, the areas involved are so extensive
that this may not be sustainable as a long-term policy. If all residents of the tribal areas were
equally poor, the amount of tax revenue foregone would be small. However, some residents
seem clearly able to pay property taxes, and the proportion in this category is likely to increase
over time.

These circumstances suggest that it is important to consider ways to value areas not previ-
ously subject to property taxation. Ultimately, all areas should be taxed on the basis of market
value, with all parts of each municipality brought under a common property tax structure. It may
be necessary, however, to adopt a modified, area-based property tax in some newly taxable
areas as an interim measure.

This report documents one possible approach to begin developing such an interim
system with the participation of area residents. It presents the historical context of the problem,
describes the current situation, discusses the development of a modified, area-based tran-
sitional tax, and offers conclusions based on a community workshop conducted in a tribal area
in 2004.

Although the focus here is on South Africa, the approach and lessons learned have broader
applications in other developing and transitional countries where a modern, mature property tax
based on market values is not feasible. Property taxation in such countries entails what Malme
and Youngman (2001) describe as “a choice among formulary values, price approximations,
and non-value means of allocating the tax burden.” History reveals that such approaches clearly
represent an early stage in the development of property taxation (Lynn 1969). Attempting to put
such a system in place as the first — and very reasonable — step in the process of moving to a
tax based on market values may be more fruitful than attempting to install a value-based system

at the outset.
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BACKGROUND AND
CONTEXT

Although taxation of real property has a long
history in South Africa, it typically applied to
property in white urban areas based on market
value. For many decades, local governments
could choose whether to tax only land (site rat-
ing), both land and improvements at a single
rate (flat rating), or land and improvements with
differential rates on the two components (com-
posite rating — often known as a two-tier, split-
rate, or graded property tax in other settings).
At the end of apartheid, in the mid-1990s,
local governments were nearly equally divided
among these three forms of property taxation.
Among the country's large cities, Cape Town
employed flat rating while Johannesburg taxed
only land value. Pretoria employed site rating

for the most part, but a few years ago a com-

posite tax was levied for a short time. These are
first-world cities with a large variety of building
types, sizes, and ages. Smaller, former white
local authority areas generally have fewer office
buildings, but they all have experience in valu-
ing properties for tax purposes.

The newly taxable, mostly rural areas pres-
ent several challenges. First, many properties
must be added to the tax rolls and property
records must be created for them in the munic-
ipal property offices. Properties in tribal areas
and other informal settlements — places where
many residences or other structures have been

erected on what, officially, is one parcel of land

TOP: Cape Town — Victoria and Alfred
Waterfront and Table Mountain.

MIDDLE: Downtown Cape Town —
St. George’s Mall.

BoTTOM: Old and new structures coexist
in Port Elizabeth’s Donkin Preserve.
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— must be surveyed and added to the national
deeds registry and tax maps.

Second, the types of structures on tribal
lands are often quite different from those in the
former white urban centers. Housing within a
township or a traditional authority area is more
heterogeneous, and thus does not lend itself to
flat per-parcel valuation. This challenge is most
evident in areas where both land and improve-
ments are taxed, and this flat valuation approach
will be required universally within the next few
years under the terms of the 2004 national
legislation.

Third, the level of services in the former
black townships, informal settlements, and trib-
al areas is generally lower than in the former
white urban areas, further limiting the compara-
bility of homes in areas with a long history of
taxation and those newly subject to the property
tax. For example, without direct water connec-
tions, many residents have to carry containers
to their homes from distant standpipes. Rural
areas located within a municipality may receive
minimal services, such as road blading (grad-
ing of dirt roads) and water supply from the
municipality. Although some homes have me-
tered water piped into them, most do not, and
the residents must rely on the standpipes. This
lower level of services would seem to justify
lower taxes — although not complete tax exemp-
tion — for all properties in the tribal areas. This
rationale, however, would lead to higher taxes
as services improve.

The generally poor level and quality of ser-

vices available in traditional tribal areas makes it

TOP: Informal housing.

MIDDLE: Mixed types and qualities
of housing in a tribal area.

BoTTOM: Traditional rondavells near
a simple ranch house in a tribal area.
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difficult to justify the property tax as payment for
benefits received. However, because there are
some very substantial houses being built in
these traditional areas, excluding all properties
from taxation would not be consistent with the
ability-to-pay principle.

The increased number of improved houses
in the tribal area visited for this study suggests
not only inequality of ability to pay taxes, but
probably rising ability. The new water project

being built in the case study area is likely to

contribute to this trend. Land reform may also
improve the lot of more South Africans. These
changes suggest the desirability of making the
property tax as broad-based and inclusive as

possible.

LOCAL GOVERNMENTS
IN THE STUDY AREA

To explore how traditional tribal lands might be
brought onto the property tax rolls in munici-
palities that include large tracts of land held in
common, we selected a rural area in Limpopo
Province, located in the former Venda Bantu-
stan (homeland). The people in the region come

primarily from the Tsonga and Shangaan tribes.

The municipality chosen for the study is
Vhembe, in the northern part of the northern-
most province in South Africa. It borders Bo-
tswana, Zimbabwe, and Mozambique (although
Kruger National Park lies between Vhembe and

Mozambique).

TOP: Water standpipe in a tribal area.

MIDDLE: Residents often haul water long
distances from the standpipes.

BoTTOM: New houses in tribal areas are larger
and otherwise more substantial than nearby
older, more traditional homes (note private
water tower).
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Vhembe is a Class C district municipality
as defined by the Municipal Structures Act of
December 2000, because it has one or more
constituent municipalities within its borders.
The population is approximately 1.2 million, al-
though it is difficult to obtain an accurate cen-
sus in the rural areas. There are 51 district
councilors; 43 are elected by proportional rep-
resentation and eight represent the 40 tribal
chiefs in the area, although not all 40 chiefs coop-
erate with the municipal government and its officials.
Three years after the new system of municipal
government was put into place, however, there
still were no formal service agreements be-
tween Vhembe and its local municipalities.

Four local Class B municipalities (Thulamela,
Makhado, Musina, and Mutale) cover the entire
territory of Vhembe, and each includes numerous
villages. This study focused on the municipality
of Thulamela, where Chief Maganyi, head of the
Mavemba tribal authority, has responsibility for
10 villages, including Makumeke, the site of the

workshop described below.

THE ROLES OF CHIEFS
AND TRADITIONAL
AUTHORITIES

The traditional tribal authorities do very little in
the way of providing municipal services. The
primary responsibility of the chief is the alloca-
tion of residential housing sites and the man-

agement of common pasturelands; through the

TOP: New dam/water project in rural
Limpopo Province.

MIDDLE: Land Affairs office in Polokwane,
Limpopo Province.

BoTTOM: Project meeting in Vhembe
municipal office.
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traditional authority the chief also enforces
cultural traditions using a tribal court system
that hears civil cases. Introduction of a property
tax based on market value threatens drastic
and wholesale change in these tenure arrange-
ments and could challenge the authority of
traditional leaders.

Funding for the traditional authorities comes
primarily from the provincial government. In
addition the traditional authorities collect money
from fines in civil cases; payments for authority

to have small businesses, such as a fruit stand;

payments for some development activities (e.g.,
EEteny

irrigation projects); and fees for permission to i . ' i .
Chief Manganyi, head of the Mavemba Tribal Authority.

occupy residential sites.
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When a person approaches the chief for
permission to occupy a specific residential site,
the chief determines if the person is part of his
tribe and has a right to occupy the land. In ex-
change the person makes a one-time payment
to the traditional authority. The amount could be
as high as 1,000 rands (about US$160 in fall
2005), but it is usually negotiated to reflect the
relative desirability of the site.

Once approval is obtained from the chief,
the person takes the completed Permission to
Occupy form (form GK-56) to the municipal au-
thority, which registers the site in the person’s
name, basically ratifying the decisions of the
chief. Permission to Occupy cannot be taken
away as long as the holder abides by the condi-
tions of the agreement. Typical conditions are
to occupy the land and begin building a struc-
ture within six months. Violation of these terms
can result in the land being reallocated, which
does not happen very often. Chief Manganyi
stated that about 2,000 people were waiting to
obtain Permissions to Occupy in his community
at the time of this study.

In the case of agricultural land, the chief
may make the initial allocation of land suitable
for commercial activities, but the occupant can
then petition to obtain title deed to the land. This
transaction removes the land from communal
tenure, and should result in its being placed on
the tax roll. Again, a payment may be made to
the chief for his approval. Chief Manganyi main-
tains control over some marginal pasturelands
that are used to graze the community’s cattle
and goats, but most agricultural land is now pri-
vate. The Limpopo banana plantation is an ex-

ample of this type of commercial agriculture.

THE CASE OF COMMONLY OWNED LAND IN RURAL SOUTH AFRICA

PROPERTY TAXATION:
VIEWS AND APPROACHES

Property taxation can be an appropriate and im-
portant source of revenue for local govern-
ments. However, it can be politically conten-
tious if citizens are unfamiliar with property
taxation or if the tax burden is not distributed
equitably. A market-value-based property tax
system can be more equitable than non-value-
based systems because it better reflects the
benefits of location, quality, or use of proper-
ty. However, such a system requires a well-
developed property market and a substantial
amount of information in order to estimate mar-
ket values for properties that do not sell. The
administrative costs for a local government to
set up an ad valorem property tax system can
be substantial.

An area-based property tax is commonly
used to assess property in the absence of a
well-developed real estate market, although
other methods of assessment are possible,
such as formulas that account for location and
the type of building materials. Area-based for-
mulas use the area of land and/or buildings as
the taxable base. The area of the property is
then multiplied by a tax rate, which is a fee per
unit of measurement, to determine the amount
owed by the owner or user of the property.

The principal advantages of an area-based
property tax system are its comparatively lower
administrative costs and its stability, because
the tax base does not fluctuate with the market.
Under a market-based system, the property valu-
ation process can be costly and may require
resources and expertise unavailable in rural
parts of developing countries. Moreover, area-
based measurements are more understand-

able than value-based measurements, and need
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updating less often than market values. The low
cost and simplicity of area-based assessments
may be an important advantage for fiscally
strained localities, and their predictability may
make them more acceptable politically.

There are also important disadvantages of
area-based, or other non-value-based, assess-
ment methods, however. As mentioned above,
market prices better reflect the benefits of loca-
tion, quality, or use of property, which area alone
does not. For example, all other things being
equal, properties located near transit systems,
parks, or other public amenities are more desir-
able. The inability of the area-based systems to
reflect these differences in property values
may result in an inequitable distribution of the
tax burden, with a larger share falling on low-
income taxpayers. Area-based systems do not
reflect ability to pay, which may compromise
public acceptance. Moreover, while the amount
of property taxes owed may be less volatile,
because the area of property does not fluctuate
with the market, property tax revenues are less
buoyant under an area-based system.

Using standard criteria to evaluate a
revenue system, an area-based local property
tax scores relatively well on revenue stability,

predictability, neutrality, and administrative sim-

plicity, while an ad valorem property tax scores
better on revenue productivity and equity based
on an ability-to-pay principle of taxation. Some
of the equity issues associated with an area-
based system, however, can be mitigated by the
use of coefficients applied to the area measure-

ments in an effort to approximate market forces.

TOP: Limpopo banana plantation.

MIDDLE: A shopping area in the municipality
of Thulamela.

BoTTOM: New housing in a traditional tribal area.
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An area-based tax, while not scoring high on
equity grounds, could be considered as a first
step in bringing tribal areas with no real estate
market into the tax base.

There is a life cycle to the implementation
of a property tax. As an economy develops, the
property tax moves from being a specific tax to
an ad valorem tax, and from being a tax on land
to a tax on all or most types of property. Eventu-
ally, the ad valorem tax is reduced to a tax on
realty only. John Wallis (2001) has argued that
this life-cycle pattern has been followed, to
some extent, in the U.S. For example, in the ear-
ly nineteenth century, new states — including
Kentucky, lllinois, Indiana, and Ohio - relied pri-
marily on a land tax assessed at a flat rate per
acre, although with some variation for the fertil-
ity of the land. These area-based taxes were
replaced with ad valorem taxes after 1825, in an
effort to capture the benefits of canals being
financed by public funds.

Rural areas of South Africa with extensive
traditional tribal lands, such as in the Vhembe
municipality, face a challenge in drawing up a
property rates policy, as required by new national
property tax legislation. For example, officials in
Thulamela municipality estimated that about 90
percent of the land area is traditional land held
in common for the tribe, and is not yet included
on the property tax rolls. There is limited private
ownership and no well-developed real estate
market outside a few, small urbanized areas. As
mentioned earlier, one option is to simply priva-
tize the land, let private markets develop, and
use the values that emerge in determining tax-
able values. This approach is unacceptable to
traditional authorities and their supporters be-
cause it would undermine their power and
legitimacy. Some tribal areas are likely to choose

to retain communal land ownership.

THE CASE OF COMMONLY OWNED LAND IN RURAL SOUTH AFRICA

A second possibility is to exempt such land
from property taxation. However, this could be a
source of inequity because there are some
rather substantial housing units located in rural
areas, which should pay property taxes when
structures become part of the tax base under
the new national legislation. Moreover, blanket
exemption would impede extension of munici-
pal services to such areas.

A third alternative is an area-based prop-
erty tax. This also could create some inequities,
because properties currently on the tax roll are
assessed on market value, and an area-based
tax does not distribute the tax burden with hori-
zontal or vertical equity. Such inequities would
be less objectionable if area-based taxes in the
newly taxable areas were a temporary stage in
the transition to value-based taxation. As part
of this transition, adjustments to area-based
measures could be made through use of coef-

ficients designed to reflect market pressures.

COMMUNITY WORKSHOP
ON VALUING LAND IN
TRIBAL AREAS

This project sought to identify factors that influ-
ence the value of land in traditional tribal areas
so they could be used to adjust an area-based
tax to more closely approximate market values,
or could be an input into the valuation process.
Using some form of self-assessment to collect
data on land area, building area, and even build-
ing material would be relatively inexpensive,
and some of this information should already ex-
ist in tribal records. The study also explored
how alternative approaches could determine
the value of lands held in common for tax pur-
poses, without undermining the traditional land

tenure system.
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This approach is based on a bottom-up
strategy that engages community residents in
identifying attributes of land that affect its desir-
ability. Once those attributes are identified, they
can be ranked and used to evaluate the relative
attractiveness of various parcels. A final step
would apply those attributes to other parcels in
the community that are valued on the basis of
market information, and from this determine the
relative contributions of such attributes to mar-
ket value. The first step in this process was to
organize a community workshop to identify and
rank the attributes of land that contribute to its
attractiveness, or value.

In preparation for the workshop to be held
on Friday, March 12, 2004, an advance team
visited Thulamela, the traditional authority, and
four of its ten villages (Mavemba, Makumeke,
Gandlanani, and Jerome) in late February. Team
member Tinyiko Chauke comes from the village
of Makumeke and recently graduated from the
University of the Witwatersrand in Johannes-
burg. Benny Makena, a former councilor in
post-apartheid Pretoria, is a consultant to local
governments. They met with the key stakehold-
ers in each village, including the headman of
Makumeke, to talk about the project and pre-
pare the local community for the workshop.

An important aspect of their message was
that the workshop would be part of a research
effort, not a government program, and would
not involve implementing a property tax in the
tribal areas or assisting residents in their deal-
ings with the government. The stakeholders
were told that a new national law envisions ex-

tending the property tax into all parts of South

ToP: This church in Makumeke was
the site of the workshop.

MIDDLE & BOTTOM: Workshop participants.
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Africa, including tribal authority areas, but that
the study sought ways to bring such areas into
the tax base with minimal disruption to tradition-
al land tenure systems.

Twenty-five key stakeholders from the four
villages were invited to attend the March 12
workshop. Actual attendance reached 37 adults
and 2 children. A very hard rain the night before
made the dirt roads into the villages very muddy,
and barely passable in places. A taxi (van) en-
gaged to bring people to the workshop site in
Makumeke became stuck in the mud and ar-
rived more than an hour past the scheduled
time for starting the workshop. The dozen or
more participants who had arrived early waited

patiently for the others.

Determining the Criteria of Goodness
(Value)
Professor David Solomon of the University of the
Witwatersrand conducted the workshop using
a modified Delphi procedure to develop a list of
criteria that make land desirable and to rank
those criteria (see Appendix). Tinyiko Chauke,
Benny Makena, and some residents fluent in
both English and the local language served as
interpreters for those who did not know English.
The first part of the workshop identified the
attributes of land that the stakeholders believed
made it desirable. The intent was to establish a
list of criteria to be used in valuing land, but
because of the lack of a real estate market in
the area the focus was on desirability — what
makes land “good” - rather than on value. Each
participant was given three pieces of paper
(roughly 5x7 inches, with self-adhesive backs)
and was asked to write on each piece of paper
some attribute that the person felt made land
desirable, or good. Most village residents have

to carry their water from some distance, and

THE CASE OF COMMONLY OWNED LAND IN RURAL SOUTH AFRICA

water for the fields or garden plots is generally
hard to obtain, so it was expected that water
would be a primary concern, and it was given as
an example.

The marked pieces of paper were collected,
placed on the wall at the front of the room, and
then grouped into categories. David Solomon
and Tinyiko Chauke read each paper as it was
posted and sought clarification from the con-
tributor if there was any ambiguity. This clarifica-
tion sometimes was needed to determine
whether the idea was already represented or
was a new idea. Approximately 90 pieces of
paper were collected and posted under eight
general headings or criteria.

To no one's surprise, access to water was
the item mentioned most often. Other headings
that included at least 20 pieces of paper were
soil quality or fertility, and location beyond the
reach of flooding with good drainage following
a rainstorm. Numerous participants also men-
tioned transport or location near roads. Other
criteria were the presence of grass; the pres-
ence of trees; ease in plowing the soil; and
access to services (school, clinic, and clean
water). A clear ranking emerged from this pro-
cess, and it seemed to be accepted by all the
participants.

Having established the criteria, the next step
was to rank them in a separate voting process.
Each participant was given eight self-stick dots,
one for each criterion. They were asked to vote for
the criteria they thought were most important.
They could divide the dots in any way they
wished among the eight criteria, and were told
that they should use more dots for those criteria
that they considered more important.

The rankings that emerged from this voting
process differed from those indicated in the

first stage, which only counted the number of



THE CASE OF COMMONLY OWNED LAND IN RURAL SOUTH AFRICA - 13

times each criterion was mentioned. This result
underscored the importance of considering
the relative importance of each criterion once
the list has been established. Access to water
remained the number one criterion, with 91 out
of 242 votes. Soil fertility or quality remained
strong as well, coming in second with 61 votes;
however, well-drained soil not prone to flood-
ing, which in the first stage was mentioned
about as often as soil quality, fell to sixth place
(14 votes).

Conversely, services — mentioned by only
three people in the first stage — rose to third
place in the voting, with 36 votes. Initially less
attention was given to the contributions of gov-
ernment service in making land desirable, but
after location near schools, clinics, and clean
(drinking) water were put on the list, many par-
ticipants decided these were important loca-
tion attributes. The fourth and fifth most impor-
tant criteria were transport and soil quality for
plowing, with each receiving 20 votes. The other
two criteria listed — presence of grass or trees
— received no votes in this round. Thus, the top
three criteria that emerged were access to

water, soil quality, and services.

Rating Specific Plots Using the Criteria

After gaining agreement as to the three most im-
portant criteria in determining the desirability of
plots of land, these criteria were used to evalu-
ate several specific plots in the villages. Five
volunteers briefly described their own plots of

land, and the other workshop participants were

TOP: The initial grouping of criteria
that influence the desirability of land.

MIDDLE: Participants prepare to list criteria
that influence the desirability of land.

BoTTOM: Professor Solomon points out
the criteria used to rank five plots.
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asked by David Solomon and Tinyiko Chauke if
they were familiar with the plots. There seemed
to be general familiarity, which satisfied the con-
dition of using the ranking procedure in a knowl-
edgeable group. Three of the plots were agri-
cultural in character, and two were residential; it
is important to note that residential plots are also
used routinely for gardens, and some are rather
substantial areas.

The letters O, Z, and T were used to identify
the agricultural plots, and J and C were the resi-
dential plots. Because water was the number
one criterion for determining land desirability,
participants were given eight dots to be allo-
cated among the five plots; more dots would
indicate that the plots were better in terms of
water access. Each participant received only
four votes for the other two criteria, but this time
the votes could be divided between two criteria,
as well as among the five plots.

These votes were taken by a show of hands,
due to shortness of time and lack of enough
paper dots, which may have compromised the
accuracy of the counts. The results, shown in
Table 1, were displayed and explained to the
workshop participants. There seemed to be
general acceptance of their validity. Table 2 dis-
plays the characteristics of the five plots in terms
of the eight criteria. This information was further
analyzed after the workshop and was shared
with officials from the Council of Valuers as the
basis for further efforts to develop values for

properties with varying characteristics.

THE CASE OF COMMONLY OWNED LAND IN RURAL SOUTH AFRICA

CONCLUSION

As developing and transition countries move
toward fiscal decentralization, the role of the
local property tax becomes a critical source of
revenues controlled by the local government.
In countries where there is neither a history of
private property nor a well-developed real estate
market, the development of a credible proper-
ty tax should be viewed as an evolutionary pro-
cess. The ultimate objective may be to move
toward an ad valorem property tax, but the first
steps must be appropriate to the current legal,
economic, and administrative context.

The approach used in this project has im-
portant implications for South Africa as muni-
cipalities there wrestle with bringing land held in
common onto the municipal property tax rolls. In
many cases, the first step might involve estab-
lishing an area-based tax using data reported by
the taxpayer, with adjustments to reflect differ-
ences in land use types and locations. This
approach could be relatively simple to adminis-
ter, but it would still establish the process of pro-
viding tax information to the government. More
information could be collected at later stages as
the system evolves toward an ad valorem tax.

The workshop approach proved useful in
identifying desirable features of land and rank-
ing the relative attractiveness of alternative plots
of land. The community group assembled for
this study, despite some illiteracy and a relative
lack of sophistication, generated a credible set
of criteria for determining value, ranked the cri-
teria, and applied them consistently to a sample
of properties. In fact, some valuers in South
Africa indicated that this approach could prove
more accurate than the current method of apply-
ing a single value per hectare across a wide

area of land in rural areas.
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TABLE 1
Ranking of the Five Plots on the Basis of Three Top Criteria
Criteria
Plot M (mati; water) N (nona; soil) K (services) Total
o 16 9 0 25
4 146 35 0 181
T 24 29 0 53
J 59 12 10 81
C 31 12 0 43
Total 276 97 10 383
TABLE 2
Characteristics of the Five Plots on the Basis of Eight Criteria
Criteria Plot O Plot Z Plot T Plot J Plot C
Water Far away Next to river Next to river Good Poor
Soil fertility Poor Good Good Fair Poor
Type of soil Rocky Loam Loam Loam Clay
Plowing Difficult Easy Easy Difficult Hard
Services None None None Fair None
Transport Fair Good access Poor Good Fair
Trees Bushes Fruit trees None None None
Equipment None Pumping None None None
Score 25 181 53 81 43
Y e TED Makumeke Makumeke Makumeke Jerome Makumeke
Map 23B Map 23B Map 23B Map 24D 23D
oo | Maue | SRS M g | o
Mielies” etables) Mielies Mielies Mielies Mielies

*Mielies, a staple food crop in rural South Africa, is similar to corn.
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Since workshop participants were able to
make their comments and rankings without
influence by local leaders or opinion makers,
the outcome reflected a range of inputs rather
than the judgment of a single person or select
committee. The workshop generated a clear
consensus and a set of criteria to evaluate the
relative desirability of land, but it did not estab-
lish a measure of the property tax base. Howev-
er, these criteria could be the basis for a collab-
orative process by which the traditional
authorities would identify individual plots and
help to adjust the criteria for each plot. This
would also strengthen cooperation between the
municipal government and the tribal leaders.

The bottom-up approach used in this proj-
ect is important as a means of developing cred-
ibility and legitimacy for the property tax in areas
not previously subject to the tax. Community in-
volvement is especially critical in developing
the adjustment factors that affect market value.
Finally, this approach may help engage the tradi-
tional authorities in the initial assessment of
individual plots, thus allowing them to see the
property tax process as an extension of their

leadership, rather than a threat to it.

TOP & MIDDLE: Workshop leaders and local
officials discuss the results at a subsequent
Council of Valuers session.

BoTTOM: A local resident prepared a
traditional African meal in her outdoor
kitchen following the workshop.
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APPENDIX

Overview of the Delphi Prioritization Procedure

This prioritization process allows stakeholders and subject matter experts to produce a list of
project rankings. In the context of this project in South Africa, the outcome was a ranked set of
land parcels. The process can be completed in a few short meetings by a panel of experts.

Pick a facilitation leader. Select a person who can facilitate the session, is an expert in
research data collection, and is not a stakeholder. An outsider is often the common choice.
David Solomon, an experienced researcher with specific training in this methodology, took
this role.

Select a panel of experts. The panelists should have an intimate knowledge of the
projects, or be familiar with experiential criteria that would allow them to prioritize the projects
effectively. In this study, the local residents, having had years or even generations of experience
living in the area, are the experts. Thirty-seven local residents attended the workshop in
Makumeke.

Identify a strawman criteria list from the panel. In a brainstorming session, build
a list of criteria that all think are appropriate. Input from non-panelists is welcome. At this
point in the process, there are no “correct” criteria, nor is the frequency with which any criterion
is mentioned construed as indicative of a rating. The workshop in Makumeke identified
eight criteria.

Rank the criteria. The panel ranks each criterion as 1 (very important), 2 (somewhat
important), or 3 (not important). Each panelist ranks the list, individually and anonymously, if the
environment is charged politically or emotionally. Using the BizComm™ technique, we planned
to rank the criteria by “voting.” Each resident was given eight colored dot stickers, one for
each criterion on the list. They were asked to distribute these eight dots among the listed
criteria according to their own perceptions of the importance of each criterion. The dots were
then summed to provide a rating.

Calculate the mean and deviation. For each item in the list, find the mean value and
remove all items with a mean greater than or equal to 2.0. Place the criteria in rank order and
show the (anonymous) results to the panel. Discuss reasons for items with high standard
deviations. The panel may reinsert removed items into the list after discussion. In the Makumeke
workshop, this step was simplified to the selection of the top three criteria based on the
votes cast.

Rerank the criteria. Repeat the ranking process among the panelists until the results
stabilize. The ranking results do not require unanimity, but the outcome should reflect a con-
sensus. Two passes are often enough, but four are frequently performed for maximum benefit.
In one variation, broader input is allowed after the second ranking in hopes that more information
from outsiders will introduce new ideas or new criteria, or improve the list. In the Makumeke
workshop time prevented this iteration of the ranking process. The top three criteria were

clearly identified.
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Identify project constraints and preferences. Projects are often constrained by total
corporate budget or mandatory requirements such as regulatory impositions. These “hard
constraints” are used to set boundaries on the project ranking. More flexible, “soft constraints”
are introduced as preferences. Typically hard constraints apply to all projects; preferences
usually apply to only some projects. Each panelist is given a supply of preference points that
equal about 70 percent of the total number of projects; for example, panelists receive 21
preference points if 30 projects have been defined. This step was omitted from the Makumeke
workshop because the relative ranking of land values does not need to be constrained in the
same way as a budget.

Rank projects by constraint and preference. In a conventional Delphi process,
individual panelists indicate their project preferences by spreading a given number of points
among the projects. Some projects may get many points and others may get none, but the total
points may not exceed the predefined maximum. In the Makumeke workshop, five parcels of land
were identified by volunteers. Each parcel was then “assessed” by applying each criterion to
each of the five parcels. Participants were given voting dots and asked to distribute them
across the parcels, according to how well the parcels met the criterion under consideration. A
larger number of dots were handed out for the most important criterion as determined
previously.

Analyze the results and feedback to panel. Find the median ranking for each project
and distribute the projects into quartiles of 25, 50, and 75 percentiles (50 percentile being the
median). Produce a table of ranked projects with preference points and show it to the panel.
Projects between the 25th and 75th quartile may be considered to have consensus (depend-
ing on the degree of agreement desired); projects in the outer quartiles should be discussed.
Once the reason for the large difference in ranking is announced, repeat the ranking process. In
the Makumeke workshop, this process was considerably simplified to counting the dots and
adding them up for each parcel.

Rerank the projects until the ranking stabilizes. After discussing why some
people (minority opinion) ranked their projects as they did, repeat the rankings. Eventually the
results will stabilize; projects will come to a consensus, or some will remain in the outlier range.
Not everyone may be persuaded to rank the same way, but discussion is unnecessary when the
opinions stay fixed. Present the ranking table to the decision makers, with the various prefer-
ences noted as options, for their final decision. This iteration was not possible given the time

constraints of the Makumeke workshop.
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Implementing A Local Property Tax
Where There Is No Real Estate Market

The Case of Commonly Owned Land in Rural South Africa

Since 1995 authors Bell and Bowman have worked on a series of property taxation projects
in South Africa, funded in part by the Lincoln Institute of Land Policy. South Africa envisions
extending value-based property taxation, long established in white urban areas, into rural
areas and former black local authority areas. Special problems arise in rural tribal areas,
where continued traditional communal land ownership means property markets will not

develop to provide values.

This report summarizes what was learned from a workshop held in a tribal area of Limpopo
Province that sought to assist local residents in identifying land attributes that affect the
relative desirability of different plots, and to apply those criteria to selected plots as a step

toward developing taxable values that are reasonable proxies for market value.
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