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ABSTRACT

Since the end of apartheid in 1994, wealth distribution has become a major topic in South
Africa as the previously disadvantaged majority of the population are now able to move up
in their social classes. As more and more of the previously disadvantaged population enter
the middle class, a greater number of people are now able to afford housing in middle class
markets and so in theory, demand for housing should increase due to new entries in the

market.

Studying the growth of the black middle class in South Africa has become a subject of major
interest to many scholars, economists and investors globally as they see the potential impact

that an expanding black middle class has on the South African economy.

Literature identifies several key factors that looks at national housing prices, as well as
grouping the black middle class. This research paper investigates who is considered to be
in the black middle class, based on income and what effect they have on housing prices.
The research paper incorporates quantitative analysis on the relationship between the black
middle class and housing prices in South Africa, in order to identify the level of significances

between the two variables.

Based on 2 correlation coefficient tests, the outcomes are contradictive. The first test results
using nominal figures showed a strong relationship between the independent and dependant
variable, however when adjusting housing prices for real growth numbers, the second test

results show an insignificant relationship between the two variables.
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1 INTRODUCTION

1.1 Contextualisation

It has been 24 years since the end of apartheid and although the majority of the country is
still struggling financially due to the lack of employment opportunities, the fall of apartheid
has however given rise to the new and highly unknown black middle class (Mngaza, 2016).
With the social imbalances that were created during the apartheid era still evident, the
transformation models set out by the post-apartheid government have created the
opportunity for the black middle class to grow (Mngaza, 2016). With the black middle class
doubling every 5 years, there is a huge rise in consumer spending in South Africa and the
black middle class is the driving force of this increase (Africa Check, 2018). Expenditure in
the housing market has also seen a rise since the end of the apartheid era and there is
considerable evidence suggesting that this trend is related to an increase in the population

that now have access to finance (Steyn, 2013).

This research focuses particularly on the spending of the black middle class in the housing
market and sets out to find what impact this has on property prices. For the purpose of this
paper, grouping the black middle class will be based on the study conducted by the UCT
Unilever Institute of Strategic Marketing (2013) as cited by Steyn (2013), where they group
middle class as households that earn between R16 000 and R50 000 per year. The UCT
Unilever Institute of Strategic Marketing research paper was published in 2013, however
data for 2014 and 2015 was added at a later stage.

Golding (2015) argues that regardless of economic variables such as interest rates,
exchange rate, and inflation; population growth remains the biggest driver of housing
demand. In Golding’s (2015) analysis, population growth in South African cities is largely
driven by urban migration thereby limiting the supply of housing due to excess demand.
Golding (2015) also noted that growing affluence plays a huge part in housing demand.
According to Nhlahla (2014) the demand for housing in South Africa has been showing
persistent growth and has created opportunities for the private sector to meet these
demands. With demand on the rise and the constant increase in the black middle class, the
research conducted strives to find a correlation between the two.



The researcher will follow a basic model of Adam Smith’s supply and demand theory (1776)
as cited by Agnar (2014), with an understanding that there is an increase in demand being
created by the black middle class and thus housing prices will increase due to this. The
researcher will not take into account any other variables that could affect house prices
except for inflation. Inflation will be used in a separate test in order to compare real and

nominal housing values.

1.2 Rationale

Despite a lot of literature on the current increase of the black middle class in South Africa
and their expenditure trends, there are limited empirical studies about their spending and
the effects in the housing market. Mngaza (2016) did a study on understanding the increase
in demand for accommodation in the Johannesburg Northern suburbs from the black middle
class. The study itself focused only on a specific area within the country and the sample size
used to report the findings with respect to this research being conducted is limited and
cannot be used to generalise the movement of housing prices based on the black middle

class’s demand in the whole country.

There has also been additional research conducted with regards to the housing market in
South Africa and what are the drivers of the price such as studies done by Chipswa (2016)
who conducted a quantitative analysis looking at factors that influences housing demand in
South Africa and Simo-Kengne, Bittencourt and Gupta (2012) whose study covered housing
prices and economic growth in South Africa. However, none of these studies attempted to
empirically estimate the degree as to how much the black middle class’s expansion has
impacted housing prices. These studies focused mainly on interest rates and access to

capital.

This research study is therefore significant as it seeks to determine a new variable that
impacts housing prices based on an increase of new demand from the black middle class.
This study was also undertaken because the housing market in South Africa is practically
and fundamentally different from that of a developed country and the history of South Africa
has created new wealth that is not based on generational factors. These sorts of wealth
opportunities have changed the way the economy functions in South Africa (Makhunga,



2008) and this study furthermore sets out to match these new trends with housing prices for

the future.

This research study therefore aims to bridge the gap in the current literature on housing
markets in South Africa and prove that the expanding black middle class is an important
variable to consider when understanding prices in the housing market based on supply and
demand. The key beneficiaries of this research will be financial institutions such as banks,
The National Housing Corporation, investment companies and the private sector who want
to invest in personal properties, property development and construction. Investors who seek
growth opportunities with their properties will be able to benefit the most as they will see
trends that will affect property prices and use these to expand on their knowledge in the

market.

1.3 Problem Statement

This quantitative study is designed in order to determine if the expanding black middle class,
which according to a study done by The UCT Unilever Institute of Strategic Marketing (2013)
“has grown from 1.7 to 5.61 million in the period between 2004-2015” has an impact on

housing market prices in South Africa.

1.4 Research Goal and Aim

1.4.1 Research Purpose Statement

The purpose of this study is to give a clear definitive answer as to if there is a correlation
between the growth of the black middle class and the movement of housing prices between
the period of 2004-2015.

1.4.2 Research Hypothesis (HO)

An increase in the black middle class will lead to an increase of housing prices in South

Africa.



1.4.3 Null Hypothesis (H1)

The increase of the black middle class has no effect on housing prices in South Africa

1.5 Research Question

Does the increasing size of the black middle-class impact housing prices?

1.5.1 Sub Question
Who are the black middle class?

How much has the black middle class grown?

2 THEORETICAL FRAMEWORK

In this section the theoretical basis of the middle class and housing prices is discussed. This
section specifically reviews the theories that are related to the housing market. In this case
the supply and demand theory enhanced by Adam Smith in 1776 as cited by Agnar (2014)
is the basis of the research being conducted. It will also discuss theories related to the
increases in social classes, here being the middle class and in particular the black middle
class. This research sets out to define the black middle class through valid determinants
and use these within the framework of the supply and demand theory on the impact of

housing prices.

2.1 Supply and Demand

Haworth (2007) suggests that prices in housing markets are influenced by the economic
laws of supply and demand. These are two basic laws of economics and have been defined

as:

“‘Law of Demand: The negative relationship between price and quantity demanded: As price
rises, quantity demanded decreases. As price falls, the quantity demanded increases” (Case
and Fair, 2004: G-5).



“‘Law of Supply: The positive relationship between price and quantity of goods supplied. An
increase in the market price will lead to an increase in quantity supplied, and a decrease in

market price will lead to a decrease in quantity supplied” (Case and Fair, 2004: G-5).

Agnar (2014) states that, the law of supply and demand was first noted by John Locke, a
philosopher from the 17th century, however he did not use the term supply and demand. Sir
James Stuart who in 1767 cited by Agnar (2014) focused a lot on labourers in his economic
theories is credited with using and inventing the term as he believed that when supply was
greater than demand levels, then prices were lowered, which lowered profit and thus
resulted in the inability to pay workers and further more created higher unemployment. Adam
Smith in 1776 often referred to as ‘the father of economics’ was the next philosopher and
the most notable to cement the theory of supply and demand as he described it as when

supply meets demand, then an economy will be able to benefit everyone (Agnar, 2014).

Kirzner (2000) states that the theory of supply and demand is the first step to understanding
how market prices are determined, and that Adam Smith’s theory is recognized globally
amongst economists. Smith’s model as cited by Agnar (2014) relies on perfect competition,
with a capitalist view existing of no interference from external sources, meaning that all
parties with in a market are either buyers or sellers and the amount of demand and supply
with no other variables, determines prices. Investec Wealth’s chief investment strategist,
Prof Brian Kantor cited by Cairns (2017) supports Adam Smith’s theory, especially with
reference to South Africa, as he states that government interference, such as transformation
models, affects the economy negatively rather than encourages growth. Kantor as cited by
Cairns (2017) believes that a simple model like the invisible hand, will work well within a

South African context based on the current market.

However, Kirzner (2000) an Austrian economist, critiques Adam Smith’s theory of supply
and demand and says that the theory is widely unrealistic due to the fact that it only works
within an environment where competition is perfect. In another article written in the same
year Kirzner (2000) states that Austrian economists don’t necessarily disagree with Smith’s
theory, they simply point out that even with ‘perfect competition ‘in the market, they find that

his theory is inconsistent in today’s economy.

Kirzner (2000) elaborates that Austrian economist’s analysis of the perfect-competition
assumption adequately shows that there cannot be two curves on the supply and demand
graph. They believe that the supply and demand diagram is inconsistent with the operating

conditions set out by Smith’s theory under perfect competition.



This research paper will follow the basis of the supply and demand theory with an
understanding that there is an increase in demand being created by the black middle class
and thus housing prices will increase due to this, without taking into account any other
variables besides inflation that can have an impact on the demand side for middle class

housing.

Below are basic supply and demand graphs representing housing prices that give an
understanding from (McKenzie and Betts, 2006). In figure 1 which is the effect on demand
increase on housing prices, we see as demand shifts from D1 to D2, price increases from
P1 to P2 and thus cause a new equilibrium of E2. Note that these graphs do not take into
account any other factors and view the quantity as a set number (McKenzie and Betts,
2006).

In figure 2, which is the effect on supply increase on housing prices, we see that as supply
increases from Q1 to Q2, there is a drop in price from P1 to P2. This explains the theory that
when there is too much supply, then the price of houses will decrease due to excess supply
over demand. Note that this graph does not take into account other factors and only

concentrates on the number of buyers and the number of houses in a market.

Figure 1: The effect of demand increase on housing prices
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Figure 2: Effect of supply increase in housing prices
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Source: McKenzie and Betts (2006:111)

In order for this research paper to answer the hypothesis, the theory of supply and demand
is the best theory to use as it only has two variables on an x and y axis that correlate with
each other and react to each other's movements (McKenzie and Betts, 2006). With the
hypothesis of this paper being that an increase in the black middle class will lead to an
increase of housing prices in South Africa, having a clear understanding of what defines the
black middle class for this research paper and taking into account the law of supply and

demand, will give a clear indication and an answer to the hypothesis set out in this research.

3 REVIEW OF PAST LITERATURE

3.1 Introduction

Although there are many factors that are believed to affect housing prices, there is a
constraint on the amount of literature that relates to the black middle class having an effect
on housing prices. Simo-Kengne, Bittencourt and Gupta (2018) found that there is a large

body of useful literature on housing, particularly in developed countries, however they offer
11



mixed conclusions of housing prices and the way in which economic forces impact them.
There is also a lack of literature that has a clear consensus on defining the black middle
class. Based on Adam Smith’s law of supply and demand (1776) as cited by Agnar (2014),
with the increase of the black middle class and the assumption that they demand middle

class classified housing, then demand for housing should increase market prices.

Rawson (2018) suggests that the housing market is a great alternative way to invest your
own capital, however investors need to have a clear understanding as to which direction the
market is heading. This paper sets out to determine if the factor of an increased black middle
class, is adding to property values. There are many factors that can influence property
prices, thus there is always a sense of uncertainty as to the unknown. Subbramoney (2018)
of FNB private bank lending, states that there is no concrete determinant of what drives
property values, however studies have shown that certain factors have more of an impact
and there is more of a chance to predict the direction of the market. However, “The answer
is more complex than it would seem at face value,” says Paul Stevens, CEO of Just Property.
With there being an increase in the black middle class which according to a study done by
The UCT Unilever Institute of Strategic Marketing “has grown from 1.7 to 6 million in the
previous five years”, this research paper wants to find if this astronomical increase has
affected or will affect housing prices in the future and to give people a better understanding

of the supply and demand factors in the market.

The researcher identifies 3 themes associated with the topic in order to engage in depth and
gather a better understanding of the phenomena. Firstly, the literature review will cover
studies done on housing prices and the factors that need to be taken into account when
conducting this research. Secondly, the research paper looks at housing market studies
related to economist Adam Smith’s supply and demand theory from 1776 as cited by (Agnar,
2014). Lastly, the research paper will set out to define the middle class in South Africa, and

more so the black middle class based on past literature and studies.

3.2 Determinants of housing prices with relation to demand

The housing market in South Africa has constantly been a steady place to invest capital over
the past couple decades, but future predictions based on past literature look glumly as many

factors such as reserve bank policies and global forces are not at the stages where clear
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price growth within the housing market can be predicted (Golding, 2015). A report by the
Lightstone Property Group (2018) titled, Residential Property Indices in South Africa uses
the country’s inflation index vs housing price inflation index in order to gain a clearer
understanding as to the real growth within the housing market and to determine if it is a good
place to invest capital. FNB property strategist John Loos cited by Brown (2018) said that
‘the level of house price inflation was likely to increase to about 5.9% in 2018’ up from 5.3%
in 2015 stated by the Pam Golding Residential Property Index (2015) cited by Smith (2015).
This suggested by FNB property strategist John Loos cited by Brown (2018) is “on the back
of improved sentiment and confidence in the country, up from real property price declines in
2017 and 2016”. Loos (2018) cited by Brown (2018) notes that inflation was expected to be
4.9% for 2018 and thus there will be marginal real growth within in the property market.
However, Paul-Roux De Kock, who is the analytics director at Lightstone Property states
that although more and more people are moving from informal housing to formal housing
thus creating demand, factors such as a tough economic environment and the high levels
of year on year inflation has slashed all hopes currently of a property price boom in South
Africa (Brown, 2018). Golding (2015) believes that there are 3 fundamental drivers in order
to achieve house price growth above general inflation. Golding (2015) suggests that a limited
supply of housing, an increase in affluence and a growing population base are the 3 key

factors to house price increase.

3.3 Supply and Demand

Haworth (2007) suggests that prices in housing markets are influenced by the economic
laws of supply and demand. These are two basic laws of economics and have been defined

as:

“Law of Demand: The negative relationship between price and quantity demanded: As price
rises, quantity demanded decreases. As price falls, the quantity demanded increases” (Case
and Fair 2004: G-5). “Law of Supply: The positive relationship between price and quantity
of goods supplied. An increase in the market price will lead to an increase in quantity
supplied, and a decrease in market price will lead to a decrease in quantity supplied” (Case
and Fair 2004: G-5).

13



A paper conducted by Niu and Chow (2014) on Housing Prices in Urban China used the
standard supply and demand theory of consumer demand and adjusted it slightly in order to
explain demand and supply for housing. Niu and Chow (2014) studied the supply and
demand effect on urban residential property in China by using supply and demand graphs
together based on real income and relative price and state that speculation is the real cause

for price fluctuations.

However, from a completely different view, a study done by van Dijk , Geltner , van de Minne
(2018) used a slightly adjusted supply and demand model, based on reservation prices and
they backed this up by arguing that the method was more accurate than using just demand
from consumers in order to set prices in a housing market. Reservation price as described
by, Tou Wang, R. Chatterjee, V. and Chatterjee, R. (2007, p.200), “is the maximum price a
consumer is willing to pay for a good or service”. By using this variable in their real estate
study, Van Dijk et al (2018) generated findings that argued another point being that supply
and demand should be studied separately, as they believe that supply moves slower due to

the loss of aversion and other issues.

Studies done by Jordaan (2013), Ndahiriwe (2011) and Hay (2009) all accommodate
inflation and interest rates as factors influencing supply and demand within an economy.
The South African Reserve Bank sets interest rates in order to control inflation (Fedderke,
2016) Although these studies relate more to consumer spending, they are vital to the
housing market as interest rates set out by the South African Reserve Bank influence the
price for people to borrow money from banks (Salmanpour & Bahloli, 2011). Inflation is
caused by many factors that affect the supply and demand for products and services within
an economy and a simple understanding is that inflation is the result of excess demand
(Keitumetse, 2017).

3.4 Black Middle Class

Although there are government statistics compiled by STATS SA (2018) and other literature
published by researchers about the black middle class, they all seem to fail in agreeing on
one set of factors that define the black middle class. The UCT Unilever Institute of Strategic
Marketing’s study (2013) as cited by Steyn (2013) called 4 Million and Rising, has found that

South Africa’s black middle class has increased in size by over 2-fold within the period
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between 2004 and 2012, expanding from 1.7-million South Africans to an estimated 4.2-
million. The study was conducted with 6000 participants who earned between R16 000 and
R50 000 per month before tax. The study has found that the annual expenditure of the
country’s black middle class began pulling ahead of their white middle class counterparts in
2008 and has since skyrocketed to over R400-billion per annum (Atid). The UCT Unilever
Institute of Strategic Marketing’s study (2013) as cited by Steyn (2013) conducted their
research and defined their black middle class by adults that have a household income of
between R16 000 and R50 000 a month as well as, own a car, have a tertiary qualification,

own a business or work in a white-collar or professional industry.

Other studies have been conducted that use different factors when measuring the middle
class. One study done by the World Values Survey (2013) cited by Africa Check (2018)
found that a total of 29.7% of South Africans and 24.4% of black South Africans identified
themselves as belonging to the middle class in 2013. Of that middle-class group, 61.7%
were black. The foundation of grouping the middle class was based purely on subjective
responses by participants, who were asked the question of what class do they think they fit
into (World Values Survey, 2013). With there being a lack of a consensual definition of
middle class, Visagie (2013) believes that, “any definition of the middle class is subjective
and value-laden”. However, Visagie (2013) goes on to say that the literal middle class cannot

be subjective and should be based on household income in order for a global understanding.

Whilst a study by Credit Suisse (2017) as cited by Africa check (2018) “determines the global
middle-class to be that group of people whose net worth is between US$10,000-
US$100,000 (approximately R119 500-R1 195 000 currently)” and it estimated the size of
South Africa’s middle-class at 28.5% of the population in 2017. A study done by the African
Development Bank (2011) as cited by Africa check (2018) also determines a global middle
class, however the study was based off daily consumption of US$2-US$20 (approximately
R24-R240) as opposed to using net worth. Based on the research methods used, the study
found the middle class in South Africa to be sitting at 19.8% of the population. However,
both these studies can be questionable in terms of relating it to South Africa, a developing
country, as Bird (2015) states that there is no single definition and measurements that can
be used to determine the different wealth levels around the world or defining a consensual

middle class.

A paper conducted by Mngaza (2016) explores the reasons why there is an increase in
demand for accommodation in the Johannesburg northern suburbs from the black middle

class. He goes on to analyse what factors have led to this increase in demand from the black
15



middle class. Mngaza (2016) points to sub questions such as, “What are the theoretical
explanations to the movement of the black middle class?” And “Who are the black middle
class?”. These two sub questions set out by Mngaza (2016) are vital to this research paper
being conducted as the past literature gives a better insight to defining the black middle
class for this study. Unilever Institute director John Simpson said in a statement cited by
Business Tech (2013), “Despite setbacks caused by the recent recession, South Africa’s
black middle class continues to rapidly expand and is more influential and powerful than

ever before.”

The literature available on the different determinants that are used by researchers to define
the black middle class is vast and mostly subjective to each researcher. However, this paper
believes that The UCT Unilever Institute of Strategic Marketing’s study (2013) as cited by
Steyn (2013) will best fit the research methods in order to unpack the hypothesis.

3.5 Conclusion

The aim of the past literature review was to identify all sources with regards to the topic of
the research paper. In conducting the review, the researcher was able to find multiple
reports, studies and articles published by both the private and government sector within the
real estate industry as well as national population statistics. With both government and
private data available, the researcher will be able to identify sufficient findings from
previously published documents in order to conduct the present study. In looking at past
literature with regards to housing prices, supply and demand theories and the black middle

class, there are a few important points that are worth highlighting.

Firstly, research pertaining to defining the black middle class, is subjective and determinants
are based on the ideas of the researchers conducting their studies. O’neil (2011) argues
that there can be no global consensual definition of the black middle class, due to individual

factors affecting each nation’s economy.

Secondly with regards to Adam Smith’s supply and demand theory from 1776 as cited by
Agnar (2014), it can be adjusted in order to work with a specific set of determinants with
regards to the housing market, although some critiques believe his theory is outdated
(Kirzner, 2014). However, this theory is best suited for this study based on it only taking into

account two variables.
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Lastly when looking at housing price inflation, Du Toit (2014) states that nominal prices are
not accurate enough and that real prices need to be used when determining the change in
property value. Several real estate studies used these methods and factors in order to create

a clear understanding of housing prices.

All literature that was reviewed gave substantial knowledge with regards to the research
problem of this paper and has created a clear understanding of the methods the researcher
will use to conduct in order to generate reliable findings.

4 METHODOLOGY

4.1 Research Design

4.1.1 Research Paradigm / Tradition or Worldview

The research being conducted will follow a positivist paradigm. According to Shwandt
(2001), “A paradigm is a shared world view that represents the beliefs and values in a
discipline and that guides how problems are solved”. “Positivism in general refers to
philosophical positions that emphasize empirical data and scientific methods. The
researcher should be more concerned with general rules than with explaining the particular”
(Jackson, 2013). The research being conducted in this paper will be dealing with stats and
analytical data in order to answer the questions. A positivist approach to this paper will allow
for the discovery of causal relationships and will then gather data in order to predict and
control (Kawulich and Chilisa, n.d.). This paper is being conducted as to know the
relationship of 2 variables and their impact for the future on the certain topic. The researcher
wants to establish a relationship between the black middle class and housing prices with the
study that will be conducted. The researcher sets out to find a correlation between the black
middle class and housing prices and seeks to find a relationship between housing demand
by the black middle class and housing prices in South Africa.

According to Du Plooy-Cilliers, F, Davis, C & Bezuidenhout, R (2014), epistemology is
referred to as the study of knowledge that deals with the nature of knowledge and the
different ways of knowing. As suggested by Du Plooy et al (2014) all research contributes
to a body of knowledge. The research conducted in this paper will fall along the lines of

17



factual, hard and secure evidence. The researcher seeks to create a greater understanding

of phenomena and to contribute to the literature already available.

Ontology as Smith (2003) explains, is the study of “being, existence or reality”. Ontology
deals with questioning what is real and how do we know that it is real (Du Plooy et al, 2014).
The study has been set out to identify a clear research topic and a hypothesis. The research

will be done quantitively and therefore results will be numerical.

Axiology is explained by Biddle and Schafft (2014) as being, “the study of values and value
judgement”. When conducting research, it is important to be neutral and not contain a bias.
The researcher will remain independent from the data and maintain an objective stance on
the research process, by not allowing personal cultural differences to interfere with data

collection and analysis.

4.1.2 Conceptual Approach and Design

4.1.2.1 Quantitative

According to Marczyk, DeMatteo and Festinger (2005), quantitative research uses statistical
analysis to obtain findings on the relationship between dependent and independent
variables. Quantitative research is used in almost every sphere of life, such as in clinical,
biological, epidemiological, sociological and business research (Adams, 2007). This
research document will follow a quantitative approach as the research questions and
hypothesis will need to have numerical evidence in order to verify the findings. Barnham
(2015) states that quantitative research “is seen as offering hard, factual data”. This research
paper intends to provide facts and data between the correlation of the black middle class
and housing prices. This study will be able to produce more accurate results and findings
from a quantitative perspective rather that a qualitative one because the study consists of
desktop research only, and because from an audience point of view, numerical findings will

be much more credible.
4.1.2.2 Line of Reasoning

This study uses a quantitative strategy with a deductive approach Bryman & Bell (2007)
cited by Chipswa (2016). This is due to the fact that the research is based on an economic
theory and looks to explain the empirical relationship between the increasing black middle
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class and housing prices. According to The California State University (n/d), deductive
reasoning is, “a basic form of valid reasoning as it starts out with a general statement, or
hypothesis, and examines the possibilities to reach a specific, logical conclusion”. Therefore,
guantitative information will be used in order to verify the hypothesis of this paper and so
the study will be based on a deductive research methodology.

4.1.2.3 Type of Study

This study will follow a descriptive research design as the research is trying to describe the
correlation between the black middle class and housing prices. According to The Centre for
Innovation in Research and Teaching (n/d) descriptive research is “research used to
describe a situation, subject, behaviour, or phenomenon”. It is used to answer questions of
who, what, when, where, and how something is associated with a particular research
question or problem”. Descriptive studies try to gather quantifiable information that can be
used to analyse a target audience or a particular subject statistically (Shuttleworth, 2008).
Description research is used to observe and describe a research subject or problem without

influencing or manipulating the variables in any way (Shuttleworth, 2008).
4.1.2.4 Type of Approach

The study will be a desktop study as the researcher will analyse existing data in order to try
and answer the hypothesis (Boslaugh,2007). A desktop study is conducted when there is
no physical population or when the researcher wants to make use of already existing
information (Johnston, 2014). Based on data collected online, the research will empirically
test the information against the hypothesis. A desktop research study will be the most
beneficial approach for this research as using secondary data will allow the researcher to

gain maximum amount of knowledge within the time constraints.
4.1.2.5 Time Dimension

The researcher will follow a cross sectional approach to gathering data as the study will not
exceed one year (Setia, 2016). However, the study will take into account data that has been
collected over the past years in order to arrive at a conclusion where the findings are
verifiable. According to Setia (2016), “In a cross-sectional study, the investigator measures
the outcome and the exposures in the study participants at the same time. Unlike in case—
control studies (participants selected based on the outcome status) or cohort studies
(participants selected based on the exposure status), the participants in a cross-sectional
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study are just selected based on the inclusion and exclusion criteria set for the study (Setia,
2016).

5 RESEARCH PLAN

5.1 Population

5.1.1 Unit of Analysis
Statistical
5.1.2 Target Population

As this is a desktop study that made use of statistical data through online resources, there

was no physical population (Johnston, 2014).
5.1.3 Accessible Population

The accessible population was the data available online with regards to the housing market

and the black middle class in South Africa
5.1.4 Population Parameters

Middle class black South Africans who fell within the bracket set out by The UCT Unilever
Institute of Strategic Marketing’s’ study (2013) as cited by Steyn (2013). The income bracket
that was set out to group middle class is R16 000 — R50 000 per household income.

5.2 Sampling

Because there was no physical population that this research looked at, there was no sample

size.
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5.3 Data Collection Methods

5.3.1 What actual data collection tools will be utilised?

The study makes use of government data, private company research as well as educational
studies done that are available online, such as the UCT Unilever Institute of Strategic
Marketing’s study on the size of the black middle class in South Africa (2013) as cited by
Steyn (2013), Inflation, EU, ABSA banks Housing index, as well as documents on STATS
SA and other private real estate companies that release public data on the housing market.
There have been many studies and reports released by the private real estate industry and
most of these studies have been partly funded by government in order to gather research
and use the findings as official government data (Golding, 2015). Beaudry and Allaoui (2012)
state that private sector studies are far more accurate and efficiently conducted as
companies are liable for the cost of the research conducted. They therefore have strict time
limits and goals that are set in order to gather findings. On many occasions private real
estate companies use data provided by the Deeds office and then conduct further research
in order to gain a better understanding of the data and to verify it for the private industries
purpose (Golding, 2015).

5.4 Data Analysis Methods

The researcher uses a Pearson R technique also known as a Pearson correlation coefficient
in order to analyse the data that has been collected for the study. Hall (2015) explains that
a Pearson R is a data analysis method that measures direction and strength of a linear
relationship between two variables. A Pearson R is a technique used for understanding the
relationship between two quantitative variables that are continuous (Sari et al, 2017). As
this research paper looks at the relationship between the increase in the black middle class
and housing prices, the Pearson R is the most efficient and effective method to use in order
to understand the correlation between the two variables. Goodwin and Leech (2006) state
that the advantages of using the Pearson R include being able to show the strength of a
relationship between two variables and to gain quantitative data which can be easily
analysed. There are also disadvantages of using this method, such as the fact that you

cannot show cause and effect as well as not being able to control a third variable that might
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affect the correlation (Goodwin and Leech, 2006). The benefits far outweigh the
disadvantages for using a Pearson R for this research and so this method has been utilised

in order to analyse data collected for this study.

The best way to represent the data that has been collected is to display it using a scatter
plot diagram (Moore, Notz & Flinger, 2013). This will allow for the researcher to determine if
there is a positive or negative correlation between the two variables of the study. When
displaying the two variables on a scatter plot, the black middle-class will be on the X-axis
and housing prices will be on the Y-axis. The title of the graph is “Size of the black middle
class and the effect on housing prices in South Africa”. The hypothesis of this study is that
there will be a positive relation between the black middle class and housing prices, however,
the results of the research will determine the correlation. Below is an illustration of this

study’s hypothesis and the predicted results.

Size of the black middle class and the effect on housing
prices in South Africa
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6 FINDINGS AND INTERPRETATION OF RESULTS

6.1 Findings

6.1.1 House Prices

Housing data in South Africa has always been hard to measure as there is no publicly
centralised system that captures and evaluates house prices (McGaffin & Kirova, 2016),
unlike in other countries such as the USA who have a federal system that records housing
data (Federal Housing Finance Agency, n.d). According to Els & Von Fintel (2008) South
Africa relies mainly on private banks and other data agencies to compile data, however all
of these institutions display contrasting results as they use their own set of criteria to collect
data. For example, of the different results from the different institutions, from the period of
2007-2008; Standard Bank's numbers show a 1.8% decline in house prices; Absa indicates
an average house price growth of 1.7%; FNB states an average house price growth of 2.3%
and Ooba shows that the average house price has fallen by 5.5% for the time period
(Business Tech, 2008).

This study makes use of ABSA Bank’s Housing index as the institution has one of the oldest
data bases on housing prices in South Africa (ABSA Bank, 2016). Jacques du Toit, a Senior
Economist at ABSA Bank (2016) states that ABSA Bank’s research is used by multiple
financial institutions and real estate companies such as Trading Economics and Private
Property. ABSA Bank’s housing index is used in this study as they have grouped 3 different
house sizes, that would relate directly with the middle class in South Africa, who are earning
between R16 000 and R50 000 per month. The 3 categories defining house size are as
follows; Small homes (80m2-140m?2); Medium-sized homes (141m2-220 m?) and Large
homes (221m?2-400m?) (ABSA Bank, n.d.). ABSA Bank have compiled their data in nominal
terms and this study used this research to generate findings by comparing nominal and real

house price values.

This study used reference to The UCT Unilever Institute of Strategic Marketing’s study
(2013) as cited by Steyn (2013) that based the middle class on salary earned before tax,
that being R16 000 — R50 000 per month. With an average nominal home valued of
R992 058 for the period from 2004 — 2015 and on a standard 20-year bond at prime interest

rate of 10%, based on First National Bank’s lending calculator (FNB,n.d.) you would need a
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monthly salary before tax of R32 112 and regards to Property 24’s affordability calculator,

you would need a salary of R32 167 per month before tax (Property 24, n.d.).

House prices
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Figure 1: House prices in South Africa, Source: ABSA Bank housing index

This graph is referenced to ABSA Bank’s Housing Index as it shows the 3 different home
sizes at nominal price over the period between 2004-2015. The blue line represents small-
sized homes (80m2-140m?), the red line medium-sized homes (141m2-220 m?) and the
yellow line represents large homes (221m2-400m2) (ABSA Bank, n.d.). Included as the black
dotted line is the average price of the 3 different sized homes over the time period. The
graph visibly reflects an upwards trend of nominal price value throughout the time period
and at face value indicates that there is a steady constant increase in house prices from
2004-2015. All 3 different house sizes show an upwards trend in price over the period. All
homes sizes show a decrease between 2008-2009 with only small homes showing a
decrease in price later on between 2010-2012. Although there was a slow-down in price
increase for medium and large homes, they still managed to show nominal growth over the
same period between 2010-2012. Verick & Islam (2010) state that the decrease from 2008-
2009 is due to the United States housing crisis which saw an impact on economic and

housing markets all around the world.
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6.1.2 Inflation and Interest Rates

With regards to inflation, this study unpacked the effect that inflation has on nominal house
prices, in order to get real house price values. According to Coopersmith (2001) inflation is
the long term rise in the prices of goods and services caused by the devaluation of a
country’s currency. Nominal house price is the numerical value of a home at a specific point
in time, whereas real price is the value of the home after the price has been adjusted for
inflation (Fin24, 2016). If a home costs R900 000 in 2015, then the nominal value of the
home will be R900 000. However, to get a better understanding of the true value of the
home, inflation will need to be incorporated in the price and so if inflation rose by 5% in 2015,
the real value of the home will be R900 000 - (R900 000 x 5%) = R855 000. Real value gives
a clearer picture of consumer demand and supply for homes as we are able to see real
patterns in the markets and not just numerical upward trends based on nominal home values
(McGatffin & Kirova, 2016).

There are many variables that have a direct and indirect impact on inflation in South Africa.
However, the 2 main factors that contribute the most and have the biggest impact is the
price of oil and exchange rates (Berganza, Del Rio & Borrallo, n,d.). Hay, (2009) states that
most variables have an impact on each other as well and the price fluctuates constantly
based on internal and external contributing factors. These 2 factors influences consumer

expenditure, which is linked to inflation (Atid).

South Africa, being a developing country that relies heavily on the import of goods to run the
economy is extremely vulnerable to high inflation as external factors have nearly full control
of the currency value of the South African Rand (Keitumetse, 2017). It is up to the South
African Reserve Bank to implement monetary policies in order to control inflation (Atid). The
Reserve Bank does this by changing the borrowing rate of money (Atid). In the case of
inflation being too high for the economy, the Reserve Bank will tend to increase interest
rates in order to slow down the amount of expenditure that is creating an excess of demand
over supply. In a balanced economy a Reserve Bank looks to keep inflation at around 2%-
3% (Coopersmith, 2011). Jordaan (2013) states that as South Africa is considered an
emerging economy, inflation is harder to control due to the lack of internal control over the
local currency. When demand is greater than supply, the price of goods tends to increase,

thus leading to higher inflation (Jordaan, 2013).
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When measuring inflation, the Consumer Price Index (CPI) is the primary tool used by the
reserve bank in South Africa, (Fedderke, 2016). The CPl is a collection of staple goods and
services that are purchased by households (Hay, 2009). The CPI is a statistical estimate
that uses a sample of items that represent goods and services that are collected periodically
(Atid). The CPI basket includes household goods that are measured over the years in terms
of their price. This allows the reserve bank to monitor price changes that are based on a
wide variety of factors that cause goods in the market to become more expensive or cheaper
(Atid).

Inflation vs Interest rates in South Africa
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Figure 2: Inflation rate vs Interest rates in South Africa, Source: SARS, Inflation.eu

Inflation between the periods of 2004-2015 has fluctuated dramatically. This has been
caused by many factors that influence the economy in South Africa. Factors such as oil
prices, foreign trade and exchange rates play a huge role towards inflation (Berganza, Del
Rio & Borrallo, n,d). The inflation between 2004 and 2015 changes quite a lot. The data
shown has been taken from Inflation.eu and shows average inflation for each year, rather
than year on year inflation. Average inflation is best suited for this study as data used for
housing prices has been taken by yearly averages. From 2004 to 2008 there is a huge rise
in inflation. The global housing crisis caused by the United States of America affected South
Africa dramatically during those times and it is evident by the high inflation rate in 2008.
Measures were taken by government in order to control inflation after 2008 and since 2010

there has been a steady yearly average of around 5,2% for the period of 2010-2015.
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6.1.3 Black Middle Class

Before 1994 during apartheid, non-white citizens were oppressed and did not have the
opportunity to acquire wealth the same way white citizens were allowed to (Makhunga,
2008). Due to apartheid, a huge gap in wealth and ownership of assets grew between whites
and non-whites (Atid). When the apartheid ended in 1994, policies were drawn up and put
into place to help distribute wealth between non-whites and whites (Krugell, 2015). Mariotti
& Fourie (2014) state that there has been a lot of questions raised with regards to these
policies within the ruling party as well as the opposition. Many believe that the polices in
place are the wrong way to distribute wealth, whilst others suggest that the system in place

is correct but needs to be accelerated (Atid).

The UCT Unilever Institute of Strategic Marketing’s study (2013) as cited by Steyn (2013)
were able to conduct research on the growth of the black middle class between 2004 and
2015, based on total income before tax of an individual of R16 000 — R50 000 per month.
The study was published in 2013, however further data on the black middle class was added
later on for the years 2014 and 2015. The study shows that the black middle-class has more
than tripled in size over the period of 2004-2015, whilst the other 3 races have shown close
to single digit stagnant growth and in the case of the white population there has been a huge
decline (UCT Unilever Institute of Strategic Marketing’s study, 2013). Since the turn of
apartheid, wealth across all race groups has slowly spread out (Krugell, 2015). Black South
Africans were previously confined to townships and informal settlements all across the
country (Krugell, 2015). Slowly through changes to the constitution in South Africa, the
country became a democratic nation, a change was able to take place and a new ruling
government took charge (Mpeta, Fourie & Inwood, 2018). Through polices set out by the
new government, they were able to put measures into place to try and distribute wealth
equally between all race groups and especially the previously disadvantaged majority
(Mpeta, Fourie & Inwood, 2018).

Kruger (2011) suggests that the black population has been most advantaged by the new
Broad Based Black Economic Empowerment polices that look to increase the black
representation in businesses throughout lower, middle and upper management. This has
created a huge increase in black middle-class income earners between R16 000 - R50 000
per month. Within a short period of time, the black middle class has tripled in size and is the

leading force in consumer spending in the country (UCT Unilever Institute of Strategic
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Marketing’s study, 2013). It is evident that the white, coloured and indian middle-class
population showed close to stagnant growth over the period from 2004-2015, whereas
growth from the black middle class has been constantly expanding (UCT Unilever Institute
of Strategic Marketing’s study, 2013). Studies conducted by Makhunga (2008) and Krugell
(2011) both found that wealth trends within the white middle class are generational, whereas

trends in the black middle class are people moving up from the lower class.

Middle Class in South Africa
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Figure 3: South African middle-class size, source: The UCT Unilever Institute of
Marketing Study (2013)

Data compiled by the UCT Unilever Institute of Marketing about the black middle class in
South Africa shows the growth that has taken place between 2004-2015. The study uses
income before tax in order to group the middle class in South Africa. They have grouped the
middle class as individuals that earn between R16 000 — R50 000 per month. From 2004-
2008, the black middle class has grown from 1,7m to 2,67m people. This sort of growth is
far above the other race groups in South Africa. During the same period, the white middle
class decreased from 2,8m to 2,79m whilst there was slow growth from the indian and
coloured middle classes. Over the 11-year period from 2004-2015, the black middle class

has tripled in size whilst the white middle class has decreased by 6,4%. The indian and
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coloured middle classes both showered an overall increase throughout the period, however
they averaged low single digit growth.

When looking at the total size of the middle class in South Africa over the same period, it is
quite evident that the black middle class is solely driving growth. It is quite important to
recognise that the black middle class is extremely important for the economy of South Africa
as the white minority continues to decrease (The UCT Unilever Institute of Strategic
Marketing’s study, 2013). The new consumer spending patterns by the black middle class
is slowly being adopted by businesses as the driver of economic growth (Burger, R, Louw,
M, De Oliviera Pegado, B, B, | & Van Der Berg, S, 2014). Burger et al (2014), states that
although there is still a huge gap between the size of the different middle classes within their
own race population, the data in figure 3 shows that in 2012 the black middle class made up
more that 50% of the whole middle class within the total population and in 2015 the black

middle class is close to 60% of the total middle class. (please refer to annexure 1).

6.2 Results

Nominal vs Real house price changes
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Figure 4: Nominal vs real house prices in South Africa
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When looking at the data compiled by ABSA bank (n.d) that groups 3 different house sizes,
them being, small homes (80m2-140m?2); medium-sized homes (141m2-220 m?2) and large
homes (221m2-400m?), this report interpreted the data and turned the house prices into year
on year percentage growth. As you can see in 2005 there was a 22,71% change in home
prices from 2004-2005 and from 2005-2006, that growth slowed to only 15,31% year on year

change.

The yellow line shows average inflation which the yearly values from 2004-2015 was
previously reflected in figure 2. When adjusting the nominal growth percentages for inflation,
real growth figures become evident. The red line shows real percentage growth changes.
Looking at the period around the United States of America housing crisis of 2008 and 2009,
data recorded shows that nominal growth was 4,1% and -0,36% respectively. However,
when you adjust for inflation, real growth shows a steep decline in housing prices, where in
2008 growth was at -5,94% and -7,62% in 2009.

The black dotted line represents the average inflation from between the period of 2004-
2015. You can see that in 2015 nominal growth was at 6,2% while inflation was at 4,51%.
When adjusting for real growth then the percentage change is only 1,69%. This is well below
the average real growth line for the period of 2004-2015 which was 2,87%. This graph shows
that although the housing market seems healthy in South Africa in terms of nominal, face
value growth, when adjusting for real values, it is evident that the market although showing
growth is not very efficient and returns on investments (ROI) are not that great. When you
look at average real growth (black line) vs average inflation (yellow line) there is a sizeable
gap of 2,61% on average as the average real growth is 2,87% and average inflation is 5,45%
over the period form 2004-2015. Average growth over the period of 2004-2015 indicates
that a person investing in real estate would have lost real value of the house price over the

time period.
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Scatter Plot
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Figure 5: Scatter Plot: Black middle-class vs nominal housing prices

Conducting a Pearson correlation co-efficient on the relationship between house prices
(millions) and the black middle-class size (millions) over the period form 2004-2015, a strong
correlation is visually evident. As the black middle class increases, nominal housing prices
increase over the same period. The data collected answers the research papers hypothesis
by proving that there is a significant relationship between the black middle class and housing
prices. The P value is equal to 0,010008588 (please refer to annexure 1). Since the P value
is less than 5% (P < 0,05), the null hypothesis is rejected. This implies that there is sufficient
evidence supporting that the independent variable (black middle class) in the analysis is
jointly significant in explaining the dependent variable (average housing price). The R value
of the correlation coefficient is 0,958711282 (please refer to annexure 1). The R value
displays a strong positive correlation between the black middle class and the housing prices
over the period of 2004-2015. This tells us that when the black middle class increases,
housing prices tend to do the same. The trendline shows a positive movement and predicts

that housing prices will continue to rise as the black middle class continues to grow.

The Scatter plot in figure 5 confirms the hypothesis of the research paper and without taking
any other variables into consideration shows that the black middle class has a huge impact

on the future of the housing market. In short, in order for house prices to increase, the black
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middle class will need to continue to grow and by the black middle class growing, demand
for housing will increase. Based on supply and demand factors set out by Adam Smith as

cited by Agnar (2014), when demand is greater than supply, prices will rise.

Although the data collected and represented in figure 5 confirms the hypothesis, the
research is not yet backed up. In order to gain a true understanding of the housing market,
real values need to be calculated. Figure 5 reflects nominal housing prices (R millions) vs
the black middle-class population (millions). The scatter plot represents housing prices at

face value and does not include inflation to arrive at real prices.

The researcher collected further data and used nominal house price growth as a percentage
as well as the size of the black middle-class growth as a percentage. This allowed for the
researcher to argue figure 5 in order to get real house price values over the period of 2004-
2015.

Scatter plot diagram
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Figure 6: Scatter Plot: Black middle-class vs Real Housing Prices

The scatter plot in figure 6 also displays data of a Pearson correlation co-efficient. Sets of
data ranging from 2004-2008, 2008-2012, 2012-2014 and 2014-2015 are represented (refer
to annexure 2). Data shows the percentage change over a set of years correlating the black
middle-class and housing prices. From 2004-2008 the black increased by 50,89% and over

the same period real housing price increased by 35,15%. This set shows that there is a
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strong correlation for that period. However, when considering the different periods within
2005-2015, there is a much different reading of the data. For the next period between 2008-
2012 the black middle class showed even greater growth than the previous 4-year period.
The black middle class increased by 58,05%, whereas real housing prices dropped by
17,81% during that time. This shows a negative relationship between the 2 variables.

When looking at the 4 sets of data over the period of 2004-2015, the P value is equal to
0,981136713 (please refer to annexure 2). Since the P value is greater than 5%, we reject
the hypothesis. This shows that there is sufficient evidence supporting that the independent
variable (average black middle-class growth) in the analysis has no effect on the dependent

variable (average house price growth).

The R value of the correlation co efficient is equal to 0,018863287 (please refer to annexure
2). The low R-value shows there is a very weak correlation between the 2 variables and that
the hypothesis should be rejected. Although it indicates there is still a slight positive
correlation between the black middle class and housing prices, the R value is too weak to
judge it sufficient and there is no real significant relationship between the independent

variable and the dependant variable.

When adding real housing value growth with the size of the black middle class, it is evident
that there is no real connection and thus the relationship between the 2 variables is
insufficient. In order to substantiate the data collected, real values were needed to have

more sufficient findings.

6.3 Interpretation & Discussion

The research study aimed to confirm that there is a positive relationship between the black
middle class and housing prices. The researcher set out to determine if housing prices
increased when the black middle class grew in size. This method was based solely on
Adams Smith’s demand and supply theory (1776) as cited by Agnar (2015), stating that

when demand increases whilst supply remains the same, then prices will increase.

Using data from The UCT Unilever Institute of Strategic Marketing (2013) as cited by Steyn
(2013) for the size of the black middle class, data from ABSA Bank’s Housing Index (ABSA,
n.d.), data from the South African Reserve bank for interest rates and data from Inflation.eu

for the South African inflation rate, the study was conducted analysing the period of 2004-
33



2015. The researcher conducted 2 correlation co-efficient tests both based on data where
the black middle class was the independent variable and housing prices was the dependant

variable.

In the first correlation test (figure 5) where the black middle-class size (millions) and housing
prices (millions) were used, the findings show that there was a positive correlation and a
significant relationship between the size of black middle class and housing prices in nominal
terms. The scatter plot diagram evidently shows that when the black middle class increases
in size then nominal housing prices increase, based on demand. The findings of the

correlation thus reject the null hypothesis and so the researcher answers the hypothesis.

However, the researcher believed that when looking at housing prices, in order to determine
more accurate findings, real house prices would need to be used within a correlation (Kuang
& Liu, 2015). The researcher set out to conduct a further study, where the black middle-
class growth as a percentage and real housing prices growth as a percentage were
represented in a correlation coefficient (figure 6). The findings of the 2nd correlation
contradicted the previous results and showed that there is in fact no relationship between

the black middle class and housing prices and thus the hypothesis should be rejected.

Previous literature such as studies done by the UCT Unilever Institute of Strategic Marketing
(2013) cited by Steyn (2013) and (Mngaza, 2016) suggests that the black middle class is
constantly growing and will continue to grow over the next decade or so. Another study done
by Mdlekeza (2016) also state that the black middle class’s growth is vitally important for the
economy of South Africa, however Keitumetse (2017) believes that wealth distribution efforts
are needed to be increased in order to create a balanced society where government can

relax on fiscal policy.

Inglesi-Lotz & Gupta, R (2011) state that Inflation continues to be slightly high which effects
real returns on investments, particularly with regards to property. McMahon (2009) states
that when inflation is high and continues to rise, businesses have to raise their prices, banks
are forced to raise interest rates in order to maintain a profit margin and this means that
companies with small profit margins will be unable to borrow capital and inevitably will go
out of business, leading to unemployment and a negative effect on the economy as a whole.
Consumers will be hit hard as consumer spending will slow down due to less disposable
income (Walsh & Yu, 2012).

When looking at current demographical trends with regards to the increase of the black

middle class, one would think that an increase in housing demand would lead to high house
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prices and intern the housing market would become a good place to invest in. However due
to the high inflation rate and unstable economy, the housing market in a national context is
not as lucrative as it should be (Golding, 2015). Studies conducted on the housing market
argue that housing prices are showing growth year on year in nominal terms, however real
house prices continue to show near stagnant growth and over certain periods negative
growth was recorded. Loos (2018) cited by Brown (2018).

6.4 Validity and Reliability

According to Heale (2015) validity is the extent to how accurately data is measured in a
guantitative study whereas reliability refers to the consistency of measuring data. Stewart
(2014) states that when using secondary data available online, failing to check the reliability
of that data could lead to inaccurate analyses and a lack of quality findings for a study. In
order to verify reliable documents published online, the researcher needs to do background
checks on the publishers of the data that he plans to utilize (Stewart, 2014). With the
necessary background checks on sources used not being conducted, the research paper
could lose it’s validity in the eyes of future researchers who want to make use of the study,
as they will not be able to verify the study with inaccurate sources (Stewart, 2014). Noble &
Smith (2015), who compared reliability, validity and generalisability from a quantitative study
to a qualitative study, agree that the lack of sufficient checks by the researcher will lead to
the findings being invalid for future research purposes. This research study made use of
already published documents from government and the private sectors in South Africa.
Stewart (2014) states that types of documents such as annual reports and long-term
research will have been audited by the publisher or a 3" party auditor before it gets released,
making the data highly more reliable. Stewart (2014) continues to say that stakeholders and
interested parties will conduct further reliability and validity tests in order to verify the

published information.
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7 CONCLUSION

7.1 Contributions

Previous literature such as studies done by Chipswa (2016) and Simo-Kengne, Bittencourt
and Gupta (2012) with regards to housing prices in South Africa, have taken into account
the many different variables such as, interest rates, inflation and GDP factors with regards
to understanding the current and future trends within the housing market. However, there is
a limited amount of literature that incorporates the expenditure trends of the emerging black
middle class. This study contributes to existing literature in order to gauge a better
understanding of the direction of the housing market in South Africa. Although there is
literature on the black middle class and their expenditure patterns, there is a lack of empirical
research done about the black middle class’s expenditure within the housing market and the
impact their spending will have on supply and demand factors affecting housing prices. In
order to have a better understanding of the economic environment in the ‘new’ South Africa,
one needs to understand the shifting of wealth and the cultural patterns of expenditure that
takes place (Shennan, 2011). This study adds value to existing knowledge on emerging
economic trends with regards to housing as it takes into account the new patterns taking
place within the market in order to gain a greater insight into future trends. This research
uses existing knowledge in order to create new knowledge within the realm of the paper’s
topic. From a methodological point, this study adds more literature to the variables already

used to determine possible movements with regards to housing prices in South Africa.

7.2 Ethical Considerations

Due to the fact that this research study only collected secondary data through the form of a
desktop study, there were no ethical considerations as the data did not lead to the
identification of individuals or companies involved (Triphathy, 2013). With regards to the
accessible information through the private sector, fees were needed to be paid in order to
have access to full reports, however enough free online data was available for the
researcher to conduct the relationship test between the two variables. The researcher did

not require a letter of consent, as this desktop study was able to make use of all free data
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online. As this study was conducted with a quantitative approach, all data was gathered

through online publications from both the public and private sector.

The use of secondary data is considered to be a highly ethical practice as it limits the amount
of private information from participants (Grinyer, 2009). Studies using secondary data allow
for findings of future studies to be replicated, and therefore there is much greater
transparency with the research conducted (Morrow, Boddy & Lamb, 2014). The true value
of secondary research is only realised if the benefits outweigh the risks, such as the
disclosure of sensitive information and the identification of individuals (Morrow et al, 2014).
So as stated by Triphathy (2013) there is a need to create guidelines for the re-use of
secondary data but in certain cases, consent may need to be given for the use of data that
will need to stay anonymous and not affect individuals. However, in this research, consent
was not needed as both private and public reports pertaining to this study were made freely
available online and accessible information did not require the researcher to keep

information anonymous.

7.3 Limitations

There were a number of limitations that affected the outcome of this study. According to
Price and Murman (2004) the limitations of a study are the characteristics and variables of
the methods or the design of the study that can influence or impact the way in which findings
are interpreted from the research. Due to the type of study that was conducted, there were
limitations that were needed to be identified before and after the study had been done, in
order to provide reliable information for future studies to be conducted within the realm of

the topic.

Before the study was conducted, it was evident that it would only be limited to a South
African context and would not be applicable to other countries, due to South Africa’s past

racial segregation history and economic trends.

Firstly, the research was limited to testing only one variable with regards to the effect on
housing prices in South Africa, that being the size of the black middle class. Although the
study did include inflation to create real prices for the 2™ correlation test, it did not unpack
the true drivers of inflation in South Africa and so from the demand side the study was unable

to link a significant relationship between the black middle class and inflation. The study
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excluded other variables that could have a significant impact on housing prices such as,
exchange rates, GDP factors and future construction that would increase the supply of
housing (Chipswa, 2016).

With regards to housing prices over the period of 2004-2015, ABSA Bank’s housing index
was the only index used in this research study and so the use of only one index creates a
lack of diverse data that was used to structure the dependant variable. Many other banks
and private institutions release their own indices on a monthly basis however their criteria in
determining house prices differs to that of ABSA Bank. Limiting the data to just one index

narrows the scoop of the studies dependant variable, that being housing prices.

Available data for the research paper was limited to the period between 2004-2015, as this
was the only data available for the black middle class and so previous data closer to the
beginning of the post-apartheid era in South Africa was not able to be analysed. The
researcher was also unable to conduct the study for the period of 2015-2018 as data was
limited due to online sources available. The researcher was limited to sets of data, with
regards to the black middle class instead of more accurate yearly statistics. The lack of time
to analyse the data was also limited due to the fact that the research paper was compiled

within the period of 8 months.

Other limitations need to be noted as well, such as, the lack of accessibility to the full report
of 4 million and counting conducted by the UCT Unilever Institute of Strategic Marketing
(2013) due to the price of the report. Government documents were available online, however
private studies with regards to this topic were more critical when gathering information and

generating the findings.

With the study setting out to find a correlation between the black middle class and housing
prices in South Africa and with the researcher being of a different race and culture, cultural

and racial bias could limit the legitimacy of the overall research paper.

7.4 Final Conclusion

The study was able to make use of a Pearson R correlation coefficient in order to answer
the hypothesis stating that when the black middle class increases in size, then housing
prices will rise based on demand. Furthermore a 2" correlation coefficient test was

conducted in order to determine real values for housing prices and to add more data to the
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findings. The 2" test did contradict the original test and so thus leaves the research problem

unanswered due to the inclusion of inflation as a variable to housing prices.

In the first test (figure 1, annexure 2) nominal average house prices were compared to the
population of the black middle class. The data showed a significant relationship between the
two variables. The hypothesis of the research paper was thus accepted as it states that
when there is an increase in the black middle class, this will lead to an increase of housing
prices in South Africa. In nominal terms, this shows there is growth in the housing market
as long as the black middle class continues to increase in size and create demand for middle

class housing.

However, in the 2" test (figure 2, annexure 3), when taking inflation into account and
generating real average house prices, the data shows that there is an insignificant
relationship between the black middle class’s growth and real average house price growth.
When factoring in inflation, real growth is stagnant and in fact reflects that there is no

significant relationship between the black middle class and housing prices in South Africa.

Although inflation was used to create real growth housing prices, it is suggested that further
research needs to be conducted in order to gauge a better understanding of the effect that
the black middle class has on inflation in terms of demand. The relationship between inflation
and the black middle class needs to be explored further as the researcher believes that this
specific study will create greater insight into the extent that inflation driven by the black
middle class has on housing prices. Although the sets of data available online were sufficient
in order to generate a correlation test, in order to gauge a complete and deeper
understanding of the relationship between the black middle class and housing prices, data
is need where year on year changes can be recorded rather than sets of years that were
available for this study. For future studies, research will need to be conducted where more
factors and more housing indices will need to be used to interpret more accurate results that

accommodate all variables that could affect the studies outcome.

In 2015, the black middle class made up over 56% of the middle-class population in South
Africa and expenditure by the black middle class outweighs the rest of the middle class quite
significantly (Stats SA, n.d) (refer to annexure 3). Keitumetse (2017) states that the black
middle class is one of the main drivers of the current economy in South Africa as consumer

spending by the black middle class has increased dramatically over the last 10 years.

The study has found that the relationship between the black middle class and housing prices
is inconclusive as when inserting different factors into the analysis, results are distantly
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apart. Salmanpour & Bahloli (2011) state that there are many variables that affect housing
prices, inflation rates and financial growth of demographical groups. This study was
conducted as a desktop study and so information available was limited to online sources. In
order to gain clearer findings for the outcome of this study, further research will need to be
conducted where more factors and more housing indices will need to be used for future
research to interpret more accurate results that accommodate all variables that effect the

study’s outcome.

In conclusion although the study was able to answer the hypothesis through nominal values
that the majority of the population interpret as the face value price, setting up a second test
including inflation, resulted in contradictive findings. Further research on the black middle
class being an important factor in inflation needs to be analysed as the researcher believes
that having a better understanding of all factors of inflation will be able to determine a more
accurate relationship of the black middle class’s effect on housing prices. The research is
deemed to be inconclusive as more variables will need to be used in order to determine if

there is a significant effect by the black middle class on housing prices.

40



8 REFERENCE LIST

Africa Check .2018. This is how big South Africa’s middle class really is. [online]

Businesstech.co.za. Available at: https://businesstech.co.za/news/finance/229307/this-is-

how-big-south-africas-middle-class-really-is/ [Accessed 13 Mar. 2018].

Agnar, S. 2014. Adam Smith and modern economics. Norwegian School of Economics.

Banerjee, A. and Duflo, E. 2008. What is Middle Class about the Middle Classes around

the World? Journal of Economic Perspectives, 22(2), 3-28.

Beaudry, C. and Allaoui, S. 2012. Impact of public and private research funding on scientific

production: The case of nanotechnology. Research Policy, 41(9), pp.1589-1606.

Berganza, J, del Rio, P & Borrallo, F. n.d. Determinants and implications of low global
interest rates. [Online]. European Central Bank: Banco De Espana. Available at:
https://www.bde.es/f/lwebbde/SES/Secciones/Publicaciones/PublicacionesSeriadas/Docu
mentosOcasionales/16/Fich/do1608e.pdf [Accessed 7 October 2018].

Biddle, C. and Schafft, K. 2014. Axiology and Anomaly in the Practice of Mixed Methods
Work. Journal of Mixed Methods Research, 9(4), pp.320-334.

Bird, M. 2015. The global middle class is in a state of decay. [online] Business Insider.
Available at:  http://uk.businessinsider.com/credit-suisse-global-wealth-report-decline-
global-middle-class-wealth-2015-10?IR=T [Accessed 14 Apr. 2018].

Boslaugh, S. 2007. Secondary data sources for public health. Cambridge: Cambridge
University Press.

Brown, J. 2018. Outlook trend of real drop in house prices might turn in 2018. [online] Fin24.
Available at: https://www.fin24.com/Economy/South-Africa/outlook-trend-of-real-drop-in-
house-prices-might-turn-in-2018-20180128-2 [Accessed 14 Apr. 2018].

Burger, R, Louw, M, De Oliviera Pegado, B, B, | & Van Der Berg, S. 2014. Understanding
consumption patterns of the established and emerging South African black middle class.
[Online]. Stellenbosch Economic Working Paper. Available at:
https://www.ekon.sun.ac.za/wpapers/2014/wp142014/wp-14-2014.pdf [Accessed 8
October 2018].

41


https://businesstech.co.za/news/finance/229307/this-is-how-big-south-africas-middle-class-really-is/
https://businesstech.co.za/news/finance/229307/this-is-how-big-south-africas-middle-class-really-is/
https://www.bde.es/f/webbde/SES/Secciones/Publicaciones/PublicacionesSeriadas/DocumentosOcasionales/16/Fich/do1608e.pdf
https://www.bde.es/f/webbde/SES/Secciones/Publicaciones/PublicacionesSeriadas/DocumentosOcasionales/16/Fich/do1608e.pdf
http://uk.businessinsider.com/credit-suisse-global-wealth-report-decline-global-middle-class-wealth-2015-10?IR=T
http://uk.businessinsider.com/credit-suisse-global-wealth-report-decline-global-middle-class-wealth-2015-10?IR=T
https://www.fin24.com/Economy/South-Africa/outlook-trend-of-real-drop-in-house-prices-might-turn-in-2018-20180128-2
https://www.fin24.com/Economy/South-Africa/outlook-trend-of-real-drop-in-house-prices-might-turn-in-2018-20180128-2
https://www.ekon.sun.ac.za/wpapers/2014/wp142014/wp-14-2014.pdf

Business Tech. 2016. Average house prices in South Africa: 1995 — 2015. [Online].
Available at: https://businesstech.co.za/news/general/120187/average-house-prices-in-
south-africa-1995-2015/ [Accessed 7 October 2018].

Cairns, P. 2017. The invisible hand of economic growth. [Online] Moneyweb. Available at:
https://www.moneyweb.co.za/news/economy/the-invisible-hand-of-economic-growth/
[Accessed 24 May 2018].

California State University. (n.d.). Deductive Reasoning. [online] Available at:
http://www.csun.edu/science/ref/reasoning/deductive_reasoning/index.html [Accessed 27
May 2018].

Case, K.E. and Fair, R.C. 2004. Principles of Economics. 7th Edition. New Jersey: Pearson

Education.

Centre for Affordable Housing Finance in Africa. 2013. Understanding Housing Markets In
South Africa: Expanding Affordable Housing Market opportunities. [Online]. at:
http://sacitiesnetwork.co.za/wp-content/uploads/2014/08/File-1-Overview.pdf [Accessed on
7 October 2018].

Chipswa, I. 2016. A guantitative analysis of factors influencing housing demand in SA.

Masters Degree. University of Cape Town.

Chow, G., Niu, L. 2014. Housing Price in Urban China as Determined by Demand and

Supply. Wang Yanan Institute for Studies in Economics, Xiamen University.

Cirt.gcu.edu. (n.d.). Overview of Descriptive Research. Center for Innovation in Research
and Teaching. [online] Available at:
https://cirt.gcu.edu/research/developmentresources/research_ready/descriptive/overview
[Accessed 27 May 2018].

Coopersmith, M. 2011. Interest Rates and Inflation. [Online]. University of Virginia. Available
at: https://arxiv.org/ftp/arxiv/papers/1104/1104.2344.pdf [Accessed 7 October 2018].

Crankshaw, O. 2008. Race, Space and the Post Fordist Spatial Order of Johannesburg.
Urban Studies 45, 1692-1711.

Du Plooy-Cilliers, F, Davis, C & Bezuidenhout, R. 2014. Reseach Matters. Cape Town: Juta.

Du Toit, J, 2016. ABSA house price Indices November 2016. Johannesburg, South Africa.
ABSA Bank

42


https://businesstech.co.za/news/general/120187/average-house-prices-in-south-africa-1995-2015/
https://businesstech.co.za/news/general/120187/average-house-prices-in-south-africa-1995-2015/
https://www.moneyweb.co.za/news/economy/the-invisible-hand-of-economic-growth/
http://www.csun.edu/science/ref/reasoning/deductive_reasoning/index.html
http://sacitiesnetwork.co.za/wp-content/uploads/2014/08/File-1-Overview.pdf
https://cirt.gcu.edu/research/developmentresources/research_ready/descriptive/overview
https://arxiv.org/ftp/arxiv/papers/1104/1104.2344.pdf

Du Toit, J. 2014. Housing Price Indices- South African Housing Price Growth Improving.

[Online].  Portfolio  Property Investments. Available at:  https://www.portfolio-

property.com/article/view/id/485 [Accessed 31 May 2018].

Economicshelp.org. n.d. Effect on raising interest rates. [Online]. Economicshelp.org.

Available at: https://www.economicshelp.org/macroeconomics/monetary-policy/effect-

raising-interest-rates/ [Accessed 7 October 2018].

Els, M and Von Fintel. 2008. Residential Property Prices in a Sub-Market of South Africa:
Separating Real Growth from Attribute Growth. [Online]. University of Stellenbosch:
Department of Economics. Working Paper. Available at:
https://www.ekon.sun.ac.za/wpapers/2008/wp142008/wp-14-
2008.pdf+&cd=4&hl=en&ct=cInk&gl=za [Accessed on 7 October 2018].

Fedderke, J. 2016. Inflation in South Africa. [Online]. South African Reserve Bank. Available
at: https://www.resbank.co.za/Lists/News%20and%20Publications/.../7275/WP603.pdf
[Accessed 7 October 2018].

Federal Housing Finance Agency, n.d. House price Index. [Online]. Federal Housing
Finance Agency. Available at: https://www.fhfa.gov/DataTools/Downloads/Pages/House-

Price-Index.aspx [Accessed 7 October 2018].

Fin24.2016. Real house price growth deflates further — index. [Online]. Fin24.com. Available
at: https://www.fin24.com/Economy/real-house-price-growth-deflates-further-index-
20161115 [Accessed 7 October 2018].

FNB. N.d. Affordability calculator. [Online]. FNB. Available at:
https://www.fnb.co.za/calculators/homeloan/Affordability.html [Accessed 7 October 2018].

Golding, P. 2015. Review of South Africa Residential property [Online]. Available

at:http://www.pamagolding.co.za/property-news/2015/11/5/review-of-south-africas-

residential-property-market [Accessed 27 May 2018].

Goodwin, L. and Leech, N. 2006. Understanding Correlation: Factors That Affect the Size
of r. The Journal of Experimental Education, 74(3), pp.249-266.

Grinyer, A. 2009. The ethics of the secondary analysis and further use of qualitative data.
[Online]. Report. University of Surrey. Available at: http://sru.soc.surrey.ac.uk/SRU56.pdf
[Accessed 04 June 2018].

43


https://www.portfolio-property.com/article/view/id/485
https://www.portfolio-property.com/article/view/id/485
https://www.economicshelp.org/macroeconomics/monetary-policy/effect-raising-interest-rates/
https://www.economicshelp.org/macroeconomics/monetary-policy/effect-raising-interest-rates/
https://www.ekon.sun.ac.za/wpapers/2008/wp142008/wp-14-2008.pdf+&cd=4&hl=en&ct=clnk&gl=za
https://www.ekon.sun.ac.za/wpapers/2008/wp142008/wp-14-2008.pdf+&cd=4&hl=en&ct=clnk&gl=za
https://www.resbank.co.za/Lists/News%20and%20Publications/.../7275/WP603.pdf
https://www.fhfa.gov/DataTools/Downloads/Pages/House-Price-Index.aspx
https://www.fhfa.gov/DataTools/Downloads/Pages/House-Price-Index.aspx
https://www.fin24.com/Economy/real-house-price-growth-deflates-further-index-20161115
https://www.fin24.com/Economy/real-house-price-growth-deflates-further-index-20161115
https://www.fnb.co.za/calculators/homeloan/Affordability.html
http://www.pamgolding.co.za/property-news/2015/11/5/review-of-south-africas-residential-property-market
http://www.pamgolding.co.za/property-news/2015/11/5/review-of-south-africas-residential-property-market
http://sru.soc.surrey.ac.uk/SRU56.pdf

Hall, G. 2105. Pearson correlation coefficient. [online] HEP group research. available at:
http://www.hep.ph.ic.ac.uk/~hallg/lUG_2015/Pearsons.pdf [Accessed 30 august 2018]

Haworth, M. 2007. A study of the relationship between changes in housing values and

variations in macroeconomic factors. Masters Degree. University of South Africa.

Hay, C. 2009. Good Inflation, Bad Inflation: The Housing Boom, Economic Growth and the
Disaggregation of Inflationary Preferences in the UK and Ireland, Department of Politics,
University of Sheffield, Sheffield, S10 2TU, UK

Heale, R. 2015. Validity and Reliability in Quantitative Studies. Pubmed Articles. Laurentian

University.

Heath, S. 2014. Housing demand and need (England) (ARCHIVED). [online]
Researchbriefings.parliament.uk. Available at:
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06921 [Accessed 11
Apr. 2018].

Home Guides. 2016. The Effect of Inflation on Housing Prices [Online] Available at:
http://homeguides.sfgate.com/effect-inflation-housing-prices-2161.html [Accessed 7
October 2018].

Inflation.eu. 2018. Historic inflation South Africa - CPI inflation. [Online]. Inflation.eu.

https://www.inflation.eu/inflation-rates/south-africa/historic-inflation/cpi-inflation-south-

africa.aspx [Accessed 7 October 2018].

Inglesi-Lotz, R & Gupta, R. 2011. The Long-Run Relationship between House Prices and
Inflation in South Africa: An ARDL Approach. [Online]. Department of Economics. University
of Pretoria. Available at:
https://repository.up.ac.za/bitstream/handle/2263/40102/InglesiLotz_Long _2013.pdf;seque
nce=1 [Accessed 21 October 2018].

Jackson, S.L. 2009. Research Methods and Statistics: A Critical Thinking Approach 3rd
edition. Belmont, CA: Wadsworth.

Jackson, T. 2013. Theory of Science — What is Positivism?. [online] popular social science.

Available at: http://www.popularsocialscience.com/2013/02/15/theory-of-science-what-is-

positivism/ [Accessed 13 Mar. 2018].

44


http://www.hep.ph.ic.ac.uk/~hallg/UG_2015/Pearsons.pdf
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06921
http://homeguides.sfgate.com/effect-inflation-housing-prices-2161.html
https://www.inflation.eu/inflation-rates/south-africa/historic-inflation/cpi-inflation-south-africa.aspx
https://www.inflation.eu/inflation-rates/south-africa/historic-inflation/cpi-inflation-south-africa.aspx
https://repository.up.ac.za/bitstream/handle/2263/40102/InglesiLotz_Long_2013.pdf;sequence=1
https://repository.up.ac.za/bitstream/handle/2263/40102/InglesiLotz_Long_2013.pdf;sequence=1
http://www.popularsocialscience.com/2013/02/15/theory-of-science-what-is-positivism/
http://www.popularsocialscience.com/2013/02/15/theory-of-science-what-is-positivism/

Jimenez E and Follain J.R. 2016. The Demand for Housing Characteristics in Developing
Countries, 2016 Release of Journal Citation Reports [Online]. 2015 Web of Science.
Available at: http://usj.sagepub.com/content/22/5/421.short [Accessed 7 October 2018].

Johnston, M. 2014. Secondary Data Analysis: A Method of which the Time Has Come.
School of Library and Information Studies. University of Alabama. Doctorate. [Online].
Available at:
http://www.qgml.net/papers/September 2014 Issue/336Q0OML_Journal 2014 Johnston
Sept_619-626.pdf [Accessed 05 May 2018].

Jordaan, J. 2013. Impact of interest rate changes on South African GDP and households: a
combined macroeconomic and social accounting matrix modelling approach. [Online].
Bureau of Market Research: University of South Africa. Available at:
https://www.ajol.info/index.php/sabr/article/viewFile/110931/100691 [Accessed 7 October
2018].

K, Ndahiriwe. 2011. Analysis of monetary policy rules for South Africa. [Online]. University
of Pretoria. Available at: http://hdl.handle.net/2263/28695 [Accessed on 7 October 2018].

Kawulich, B. and Chilisa, B. (n.d.). Selecting a research approach: paradigm, methodology
and methods. [online] Reseachgate. Available at:

https://www.researchgate.net/profile/Barbara Kawulich/publication/257944787 Selecting

a research approach Paradigm methodology and methods/links/56166fc308ae37cfe40

910fc/Selecting-a-research-approach-Paradigm-methodology-and-methods.pdf [Accessed
10 Apr. 2018].

Keitumetse, M. 2017. Measuring the credibility of monetary policy using the term structure
of interest rates. [Online]. University of Witwatersrand. Available at:
http://hdl.handle.net/10539/23380 [Accessed on 7 October 2018].

Kirzner, I. 2000. The Law of Supply and Demand.[Online] The Freeman. Available at:
http://www.fee.org/the_freeman/detail/the-law-of-supply-and-demand#axzz2rJCW XRKyY
[Accessed 24 May 2018].

Krugell, W. 2015. The spatial persistence of population and wealth during apartheid:
Comparing the 1911 and 2011 census. [Online]. Economic Research Southern Africa.
Available at:
https://econrsa.org/system/files/publications/working.../working_paper_459.pdf [Accessed
8 October 2018].

45


http://usj.sagepub.com/content/22/5/421.short
http://www.qqml.net/papers/September_2014_Issue/336QQML_Journal_2014_Johnston_Sept_619-626.pdf
http://www.qqml.net/papers/September_2014_Issue/336QQML_Journal_2014_Johnston_Sept_619-626.pdf
https://www.ajol.info/index.php/sabr/article/viewFile/110931/100691
http://hdl.handle.net/2263/28695
https://www.researchgate.net/profile/Barbara_Kawulich/publication/257944787_Selecting_a_research_approach_Paradigm_methodology_and_methods/links/56166fc308ae37cfe40910fc/Selecting-a-research-approach-Paradigm-methodology-and-methods.pdf
https://www.researchgate.net/profile/Barbara_Kawulich/publication/257944787_Selecting_a_research_approach_Paradigm_methodology_and_methods/links/56166fc308ae37cfe40910fc/Selecting-a-research-approach-Paradigm-methodology-and-methods.pdf
https://www.researchgate.net/profile/Barbara_Kawulich/publication/257944787_Selecting_a_research_approach_Paradigm_methodology_and_methods/links/56166fc308ae37cfe40910fc/Selecting-a-research-approach-Paradigm-methodology-and-methods.pdf
http://hdl.handle.net/10539/23380
http://www.fee.org/the_freeman/detail/the-law-of-supply-and-demand#axzz2rJCWXRKy
https://econrsa.org/system/files/publications/working.../working_paper_459.pdf

Kruger, L,P. 2011. The impact of black economic empowerment (BEE) on South African
businesses: Focusing on ten dimensions of business performance. [Online]. Southern
African Business Review Volume 15 No. 3. Available at:
https://www.ajol.info/index.php/sabr/article/download/76415/66874 [Accessed 8 October
2018].

Kuang, W & Liu, P.2015. Inflation and House Prices: Theory and Evidence from 35 Major
Cities in China. [Online]. International real estate review. Available at:
https://www.umac.mo/fbal/irer/papers/past/vol18n2 pdf/03.pdf [Accessed 24 October 2018].

Langen, A. 2009. Research design and methodology. UTM. [Online] Available at:
http://ais.utm.my/researchportal/files/2015/02/Example3-Res-Design.pdf [Accessed 27 May
2018].

Lightstone Property Group. 2018. Residential Property Indices. March 2018. [online]
Lightstone Property Group, p.3. Available at:
http://www.lightstoneproperty.co.za/news/Residential Property Indices March 2018.pdf
[Accessed 14 Apr. 2018].

Loos, J. 2018. Property Barometer: FNB House Price Index July 2018. Johannesburg, South
Africa. FNB

Macmahon, T. 2009. Which is better: High or low Inflation? [Online]. Inflation Data. Available
at: https://inflationdata.com/articles/2009/11/25/which-is-better-high-or-low-inflation/
[Accessed 13 October 2018].

Makgetla, N. 2010. Synthesis Paper: South Africa. Development Bank of Southern Africa.
Unpublished paper. Available at:

http://www.rimisp.org/FCKeditor/UserFiles/File/documentos/docs/sitioindia/documentos/Pa

per-Country-Overview-South-Africa.pdf [Accessed 7 October 2018].

Makhunga, A. 2008. Black Economic Empowerment and its Impact on Wealth Creation in

the New South Africa. Masters Degree in Business Administration. University of Pretoria

Marczyk, G., DeMatteo, D., and Festinger, D. 2005. Essentials of research design and
methodology. John Wiley and Sons Inc.

Marriotti, M & Fourie, J. 2014. The economics of apartheid: An introduction. [Online].
Available at: https://doi.org/10.1080/20780389.2014.958298 [Accessed 8 October 2018].

46


https://www.ajol.info/index.php/sabr/article/download/76415/66874
https://www.umac.mo/fba/irer/papers/past/vol18n2_pdf/03.pdf
http://ais.utm.my/researchportal/files/2015/02/Example3-Res-Design.pdf
http://www.lightstoneproperty.co.za/news/Residential_Property_Indices_March_2018.pdf
https://inflationdata.com/articles/2009/11/25/which-is-better-high-or-low-inflation/
http://www.rimisp.org/FCKeditor/UserFiles/File/documentos/docs/sitioindia/documentos/Paper-Country-Overview-South-Africa.pdf
http://www.rimisp.org/FCKeditor/UserFiles/File/documentos/docs/sitioindia/documentos/Paper-Country-Overview-South-Africa.pdf
https://doi.org/10.1080/20780389.2014.958298

Mattes, R. 2015. South Africa’s emerging black middle class: A harbinger of political
change? [Online]. University of Cape Town: Department of Political Studies. Available at:
https://onlinelibrary.wiley.com/doi/pdf/10.1002/jid.3100 [Accessed 7 October 2018].

McGaffin, R and Kirova, M. 2016. A way to understand housing markets beyond “Subsidy,
Gap and Market”. [Online]. UCT-Nedbank Urban Real Estate Research Unit. Available at:
http://www.ureru.uct.ac.za/sites/default/files/image_tool/images/383/Housing%20Market%
20Assessment%20%282016%29%20URERU%20Working%20Report.pdf [Accessed on 7
October 2018].

McKenzie, D.J. and Betts, R.M. 2006. Essentials of Real Estate Economics. 5" Edition.
Ohio: Thompson South Western.

Mdlekeza, Z. 2014. The presence of and antecedents to bandwagon consumption behaviour
among the South African Black middle class in the context of luxury motor vehicles. Honours
Degree. Gordon Institute of Business Science, University of Pretoria.

Mngaza, B. 2016. Understanding the increase in demand for accommodation in the
Johannesburg Northern suburbs from the black middle class. Honours Degree. University
of Witwatersrand.

Moore, D. S., Notz, W. |, & Flinger, M. A. 2013. The basic practice of statistics (6th ed.).
New York, NY: W. H. Freeman and Company.

Morrow, V. Boddy, J. Lamb, R. 2014. The ethics of secondary data analysis. Novella
Working Paper. [Online]. Tomas Corun Research Unit. London. Available at:
http://eprints.ncrm.ac.uk/3301/1/NOVELLA NCRM ethics_of secondary analysis.pdf
[Accessed 04 June 2018].

Mpeta, B, Fourie & Inwood, K. 2018. Black living standards in South Africa before
democracy: New evidence from height. [Online]. South African Journal of Science. Volume
114. Available at: http://www.scielo.org.za/pdf/sajs/v114n1-2/14.pdf [Accessed 8 October
2018].

Ncube, M., Lufumpa, C. & Kayizzi-Mugerwa, S. 2001. The Middle of the Pyramid: Dynamics

of the Middle Class in Africa. African Development Bank.

Nhlahla, M., 2014. Research and Information — The South African economy: An overview of
key trends since 1994. [Online]. IDC. Available at:

47


https://onlinelibrary.wiley.com/doi/pdf/10.1002/jid.3100
http://www.ureru.uct.ac.za/sites/default/files/image_tool/images/383/Housing%20Market%20Assessment%20%282016%29%20URERU%20Working%20Report.pdf
http://www.ureru.uct.ac.za/sites/default/files/image_tool/images/383/Housing%20Market%20Assessment%20%282016%29%20URERU%20Working%20Report.pdf
http://eprints.ncrm.ac.uk/3301/1/NOVELLA_NCRM_ethics_of_secondary_analysis.pdf
http://www.scielo.org.za/pdf/sajs/v114n1-2/14.pdf

http://www.idc.co.za/reports/IDC%20Rand|%20publication%20200verview%200f
2%20key%20trends%20in%20SA%20economy%20since%201994.pdf

Noble, H and Smith, J. 2015. Issues of validity and reliability in qualitative research.
CrossMark. [Online]. Available at: hitp://ebn.bmj.com/content/ebnurs/18/2/34.full.pdf
[Accessed 08 May 2018].

O’neil, S. 2011. Measuring the global Middle Class. [Online].Council on foreign relations.
Available at: https://www.cfr.org/blog/measuring-global-middle-class [Accessed 31 May
2018].

Price, H and Murnan, J. 2004 “Research Limitations and the Necessity of Reporting

Them.” American Journal of Health Education 66-67.

Property Wheel. 2017. Cape Town CBD’s middle-income earners unable to afford nearby

homes — Property Wheel. [online] Available at: https://propertywheel.co.za/2017/08/cape-

town-cbds-middle-income-earners-unable-to-afford-nearby-homes/ [Accessed 14 Apr.
2018].

Rajwayi, O. 2016. Factors influencing demand and supply of real estate property in Nairobi
County, Kenya: A case of Erdemann Property Limited. Masters Degree. University of

Nairobi.

Rawson, B. 2018. Five reasons property makes a great retirement investment. [online]
Bizcommunity.com. Available at:
http://www.bizcommunity.com/Article/196/368/175780.htm! [Accessed 11 Apr. 2018].

Rossouw, J. 2016. Why reaching and staying middle class is a lifetime challenge. [online]

The Mail and Guardian Online. Available at: https://mg.co.za/article/2016-01-11-why-

reaching-and-staying-middle-class-is-a-lifetime-challenge [Accessed 10 Apr. 2018].

Salmanpour, R & Bahloli, P. 2011. Inflation, Inflation Uncertainty and Factors Affecting
Inflation in Iran. [Online]. Islamic Azad University, Marand Branch, Iran. Available at:
https://pdfs.semanticscholar.org/4dc3/f27d3750abe6f8861ec978ac270e737ed5e7.pdf
[Accessed 17 October 2018]

Sari, B., Lucio, A., Santana, C., Krysczun, D., Tischler, A. and Drebes, L. (2017). Sample
size for estimation of the Pearson correlation coefficient in cherry tomato tests. [online]
Available at: http://dx.doi.org/10.1590/0103-8478cr20170116 [Accessed 30 Aug. 2018].

Schwandt, T.A. 2001. Dictionary of qualitative inquiry (2nd ed.). Thousand Oaks: Sage.
48


http://ebn.bmj.com/content/ebnurs/18/2/34.full.pdf
https://www.cfr.org/blog/measuring-global-middle-class
https://propertywheel.co.za/2017/08/cape-town-cbds-middle-income-earners-unable-to-afford-nearby-homes/
https://propertywheel.co.za/2017/08/cape-town-cbds-middle-income-earners-unable-to-afford-nearby-homes/
http://www.bizcommunity.com/Article/196/368/175780.html
https://mg.co.za/article/2016-01-11-why-reaching-and-staying-middle-class-is-a-lifetime-challenge
https://mg.co.za/article/2016-01-11-why-reaching-and-staying-middle-class-is-a-lifetime-challenge
https://pdfs.semanticscholar.org/4dc3/f27d3750abe6f8861ec978ac270e737ed5e7.pdf
http://dx.doi.org/10.1590/0103-8478cr20170116

Shennan, S. (2011). Property and wealth inequality as cultural niche
construction. Philosophical Transactions of the Royal Society B: Biological Sciences,
366(1566), pp.918-926.

Shuttleworth, M. (2008). Descriptive Research Design. [Online] Available at:

https://explorable.com/descriptive-research-design [Accessed 27 May 2018].

Simo-Kengne, B., Bittencourt, M. and Gupta, R. 2012. House prices and economic growth

in South Africa: evidence from provincial-level data. Masters Degree. University of Pretoria.

Smith, B. 2003. Ontology. Blackwell Guide to the Philosophy of Computing and Information.
Oxford. [Online]. Available at: http://209-197-41-
56.unassigned.ntelos.net/images/stories/library/Stennett Psychology Articles/Ontology.pd
f [Accessed 08 May 2018]

Smith, C. 2015. Inflation eroding real house price recovery - Golding. [online] Fin24.
Available at: https://www.fin24.com/Companies/Property/inflation-eroding-real-house-price-
recovery-golding-20151231 [Accessed 14 Apr. 2018].

South African Reserve Bank. N.d. Selected historical interest rates. [Online]. South African
Reserve Bank. Available at:

https://www.resbank.co.za/Research/Rates/Pages/SelectedHistoricalExchangeAndInterest

Rates.aspx [Accessed on 7 October 2018].
Stats SA. 2016. Census. [Online] Statistics South Africa.

Stewart, C. 2014. How to Evaluate External Secondary Data.[Online]. Market Research
Blog. Available at: https://blog.marketresearch.com/how-to-evaluate-external-secondary-
data [Accessed 04 June 2018].

Steyn, L. 2013. The black-belt economy kicks in. [online] The M&G Online. Available at:
https://mg.co.za/article/2013-05-03-00-the-black-belt-economy-kicks-in [Accessed 13 Apr.
2018].

Subbramoney, P. 2018. Should you sell your investment property? - CNBC Africa. [online]
CNBC Africa. Available at: https://www.cnbcafrica.com/news/financial/2018/03/14/sell-

investment-property/ [Accessed 11 Apr. 2018].

Tou Wang, R. Chatterjee, V. and Chatterjee, R. 2007. Reservation Price as a Range: An
Incentive Compatible Measurement Approach. Journal of marketing research, 44(1).
Pp.200-201.

49


https://explorable.com/descriptive-research-design
http://209-197-41-56.unassigned.ntelos.net/images/stories/library/Stennett_Psychology_Articles/Ontology.pdf
http://209-197-41-56.unassigned.ntelos.net/images/stories/library/Stennett_Psychology_Articles/Ontology.pdf
http://209-197-41-56.unassigned.ntelos.net/images/stories/library/Stennett_Psychology_Articles/Ontology.pdf
https://www.fin24.com/Companies/Property/inflation-eroding-real-house-price-recovery-golding-20151231
https://www.fin24.com/Companies/Property/inflation-eroding-real-house-price-recovery-golding-20151231
https://www.resbank.co.za/Research/Rates/Pages/SelectedHistoricalExchangeAndInterestRates.aspx
https://www.resbank.co.za/Research/Rates/Pages/SelectedHistoricalExchangeAndInterestRates.aspx
https://blog.marketresearch.com/how-to-evaluate-external-secondary-data
https://blog.marketresearch.com/how-to-evaluate-external-secondary-data
https://mg.co.za/article/2013-05-03-00-the-black-belt-economy-kicks-in
https://www.cnbcafrica.com/news/financial/2018/03/14/sell-investment-property/
https://www.cnbcafrica.com/news/financial/2018/03/14/sell-investment-property/

Triphathy, J. 2013. Secondary Data Analysis: Ethical Issues and Challenges. [Online]. NCBI.
Available at: https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4441947/ [Accessed 04 June
2018].

van Dijka, D., Geltner ,D., van de Minne, A. 2018. Revisiting supply and demand indexes

in real estate. De Nederlandsche Bank.

Verick, S & Islam, I. 2010. The Great Recession of 2008-2009: Causes, Consequences and
Policy Responses. [Online]. International Labour Office and Griffith University. Discussion
Paper 4934. Available at: http://ftp.iza.org/dp4934.pdf [Accessed 7 October 2018].

Visagie, J. 2013. The Development of the Middle Class in South Africa since the Transition

to Democracy. University of KwaZulu-Natal, PhD thesis.

Visagie, J. 2013. Who are the middle class in South Africa? Does it matter for policy? |
Econ3x3. [online] Econ3x3.org. Available at: http://www.econ3x3.org/article/who-are-
middle-class-south-africa-does-it-matter-policy [Accessed 13 Apr. 2018].

Walsh, JP & Yu, J. 2012. Inflation and Income Inequality: Is Food Inflation Different?
[Online]. IMF Working Paper. Available at:
https://www.imf.org/external/pubs/ft/wp/2012/wp12147.pdf [Accessed 20 October 2018].

Wilson, D. and Dragusanu, R. 2008. The Expanding Middle Class: The Exploding World
Middle Class and Falling Global Inequality. Goldman Sachs Economic Research Global

Economics Papers Issue 170. Goldman Sachs: New York.

Business Tech. 2013. The rise of the black middle class in SA. [online] Businesstech.co.za.
Available at: https://businesstech.co.za/news/general/36895/the-rise-of-the-black-middle-
class-in-sa/ [Accessed 13 Apr. 2018].

Business Tech. 2016. This is what it means to be middle class in South Africa. [online]
Businesstech.co.za. Available at: https://businesstech.co.za/news/wealth/136257/this-is-

what-it-means-to-be-middle-class-in-south-africa/ [Accessed 10 Apr. 2018].

50


https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4441947/
http://ftp.iza.org/dp4934.pdf
https://www.imf.org/external/pubs/ft/wp/2012/wp12147.pdf
https://businesstech.co.za/news/general/36895/the-rise-of-the-black-middle-class-in-sa/
https://businesstech.co.za/news/general/36895/the-rise-of-the-black-middle-class-in-sa/
https://businesstech.co.za/news/wealth/136257/this-is-what-it-means-to-be-middle-class-in-south-africa/
https://businesstech.co.za/news/wealth/136257/this-is-what-it-means-to-be-middle-class-in-south-africa/

9 ANNEXURES

Annexure 1

Year

2004
2008
2012
2014
2015

P Value
R Value

Black middle Average housing

class price

1,76 R573 871
2,67 R968 282
4,22 R1 061 273
5,33 R1 276 252
5,61 R1 355 401

0,010008588
0,958711282

Table 1, Pearson Correlation Coefficient results

Annexure 2

Year

2004-2008
2008-2012
2012-2014
2014-2015

P Value
R Value

Black middle Average housing

class price
50,89 35,15
58,05 -17,81
26,3 7,43
5,25 1,69

0,981136713
0,018863287

Table 2, Pearson Correlation coefficient results
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Annexure 3

% of middle class demographics
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Annexure 4

black and non-black middle class as percentage of total
population
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Annexure 5

Black Middle Class growth vs rest of middle class growth
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