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Introduction
There have been many key players in executing this
vision of land reform, property development and
economic empowerment that has been championed
by Bitprop. It’s a brilliant model that can help lead
the way in addressing access to title deeds and
rental incomes for low-income people in our country.
Kuhle Adams, presenter on Expresso Show

As of January 2021, Bitprop’s Microproperty
Development Fund has officially launched, the
vehicle through which the model will be scaled.
Individuals and institutions can invest in a
vehicle that has a significant impact on both
the housing and employment crises in South
Africa, and which provides a financial return that
incentivises reinvestment, creating a sustainable
development platform that furthers its social
objectives without the need for donor funding or
governmental support.

When Bitprop was asked to appear on the Expresso
Show, South Africa’s largest morning TV show, it was
fantastic validation of the hard work put in over two
years of piloting. And the encouraging words above
spoken by Expresso’s Kuhle Adams as she visited our
properties served to inspire as we move into our next
stage of growth.

One of the things I have realised is that this sort
of development is happening all over South Africa
in many of the developing communities. There
are many ways of doing things and our job is to
improve on these processes. How do we link a
formal architect, better construction and better
material supply to these landlords?
Sebastian Hitchcock, architect for Bitprop,
on Expresso Show

2021 ends a two-year proof of concept that saw
Bitprop test an incredibly exciting and undeniably
complex business model in a market most avoid
due to the lack of transparency and perceived risk
it holds. After much creative experimentation and
testing of assumptions, Bitprop has finetuned
a viable business model that is beneficial to all
stakeholders involved.
The tradition of building backyard rental flats on existing
properties, normally around an existing house, exists all
around South Africa. What we’ve done is formalise it and
implement on an industrialised scale.
Carl Fredrik Sammeli, co-founder of Bitprop, on
Expresso Show
We use private money to create infrastructure that
secures a better life for the landlady and provides
tenants with good quality accommodation. And
because our ambition is to secure the title deed, the
homeowner gets control of a real asset; a process
that, at scale, would create fundamental change for
the world. We have a model that, through the revenue
stream generated by backyard flats, can pay for the
rectifying of land ownership for the millions that lack
this formal ownership.

In 2021 we expect to build another 200 rental
units. To increase traction and gather as
much data as possible, these will largely be
concentrated in Khayelitsha. Based on the
demand we’ve received from applicants, we
also expect to build in two new areas of Cape
Town in 2021. Going into 2022, we would like
to expand to other provinces, and we already
have a promising pipeline from applicants
around the country that have heard about us
through various channels, most notably in
Gauteng.

Published in The Economist, September
12th, 2020:
‘This is my dream come true, she says, holding
back tears. The dream is reality because of Ms
Qangiso’s grit – and because, unlike most people
in the township, she can demonstrate ownership
of her property. Aided by Bitprop, a startup, she
proved her claim on the land, then used the title to
raise money for the building works. Over the next
decade, she will split the rent with Bitprop, which
also designs the flats, until its share is paid back.
Thereafter the takings, as well as the increase in
the asset value, are hers.’

An underutilised backyard with potential
Bitprop was invited onto South Africa’s biggest morning TV talk show, the Expresso Morning
Show, to show the work we are doing in Ilitha Park, Khayelitsha.

Bitprop was visited by the Economist during the
pandemic last year to discuss the role of land rights
in economic and social upliftment, and the interview
conducted with our homeowner, Louisa Qangiso,
perfectly summed up why this is an important longterm goal.
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Emerging from lockdown and ready to scale, we
have moved offices and expanded our team. To
prepare to onboard, build for homeowners and
provide rental management services on a greater
scale, we have separated architect and project
management tasks into separate roles that will
allow us to industrialise our process and improve
efficiency and effectiveness all round.
We welcome Abongile Mvukuzo, our new
Construction Manager. Abongile’s primary
role is to make sure that the projects being
implemented on the ground by our contractors
match what we have planned and budgeted
for. Abongile has already helped develop a
standardised project implementation process
that will be used in 2021 to ensure smooth
communication and delivery between Bitprop and
our contracting teams; critical to being able to
operate with micro businesses on a macro scale.

Abongile Mvukuzo
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We also welcome Tashriq Abrahams, who joins
the architectural team to improve our building
drawing and council plan submission process,
420%
420%
as well as to drive ongoing architectural
improvements to the flats we are building. Tashriq
has helped us streamline our turnaround time to
get new homeowner application plans drawn up
and approved to build as quickly as possible; a
crucial part of the Bitprop process.
Finally, we have added Xolela Nkontso as our
Maintenance Manager. When homeowners submit
maintenance requests, these come through to us
and we submit them to Xolela, who is on standby
to assess and fix. This process, which we trialed
between November 2020 and February 2021,
has now been formalised and we welcome the
professionalism, speed and workmanship that
10N
10N
Xolela brings to our team.

Tashriq Abrahams
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Estimated return p.a over 10 years: 14.2%
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Fund size R80m ($5m)
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3

Xolela Nkontso

4

Impact Report
2020 / 2021

Homeowners
The small construction project we did on
the property of our first homeowner ignited
a word-of-mouth ‘storm’ that none of us
expected. Our pipeline that we are running
through has developed directly from that and
now grows by multiple applications daily. We
receive calls from around the country all the
time and in the last few months, have even
had repeated requests from other countries,
including Kenya, Cameroon and Guatemala.
Having struggled initially to handle the
volume of applications we were receiving,
we have improved our application system
and can now handle all the applications that
come through, even from areas we don’t
currently operate in. This way, we have an
idea of the landscape beyond Khayelitsha
and can make future expansion decisions
based on the level of demand we’ve had from
homeowners across the country. And for our
Khayelitsha-based applicants that we assess
now, our selection criteria are much better
tested and quicker to implement, giving us a
speedier turnaround time that enables us to
reach more homeowners and provide a better
communication experience overall.
For those that we eventually select, one of
the greatest challenges has always been in
communicating the nitty-gritty of property
management and our rental sharing process,
but through a couple of iterations we have
now drastically simplified the business model
explanation to homeowners so that it is far
easier to understand how much rent should be
received each month, even if the mechanics
behind the scenes hasn’t changed much.
This has improved the after-construction
communication with homeowners, making
for a smoother rental management process
overall. We’re also in the process of forming
a partnership with a fully-fledged property
management and investment course that
will provide its digital content to us so that
we can offer full, accredited education to our
homeowners to help them become better
landlords and entrepreneurs.
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Homeowner - Income profile

By further empowering our homeowners, we can
quicken the pace of their skills development
and ultimately help them run a successful
property (and maybe other businesses) one
day, but we also make our own job easier. With
better support in place for our homeowners,
we can be less involved with tenants, leaving
it to the homeowner to look after them. We
have created a dedicated support line for
homeowners to reach us with queries, concerns
and maintenance requests. This has been a
key improvement for us in the last few months
and will be critical to scaling up smoothly as
we bring multiple new homeowners onto our
system in 2021. Our current homeowners have
seen an average increase in asset value of
485%, without accounting for the new rental
income they receive. The impact of this is huge
and ultimately we would like to help as many
homeowners achieve this as possible.

One of our homeowners, Louisa Qangiso, with her
mother

Homeowner - Employment profile

Homeowner - Marital status

Xoliswa Sidinile and her husband in
front of their Bitprop flats

Nomawisa Tanga during construction
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Tenants
Our tenants make up the most fluid stakeholder
market and all things considered, are the easiest
to predict and manage. That being said, even
well-mannered, paying tenants can become
difficult to administer, simply because of the
amount of data that needs to be processed
as we grow. Because of this and after careful
consideration, we have tested and adopted a
cloud-based rental management system that
easily tracks the accounts of all tenants, as well
as payouts to homeowners and expenses related
to maintenance. Now that the system is up and
running, we’ve seen a huge improvement in
administration efficiency.

Other improvements that tenants have
experienced over the last year include getting
prepaid water meters, smart electricity meters
and prepaid WIFI routers in every flat. These
features make our flats highly desirable and
set them apart from others in the area. This
has helped our homeowners find tenants and,
crucially, retain tenants during the COVID-19
outbreak that has seen rental markets slump
in general.

Our tenants are largely made up of younger
professionals or small families of two that have
a range of income levels. The vast majority works
in the private sector for larger companies, while a
quarter works in the public sector.
As we built our first flats, developed a
maintenance process and improved our flat
design, we discovered that the greatest value
we could provide to our tenants was to be quick
and attentive. Where amenities were absent, we
made up for it by always responding promptly
and finding a solution, however ad hoc. This has
always been an internal operating value of Bitprop,
but the positive feedback from tenants has been
encouraging nevertheless. Our tenants receive a
level of service from us that is practically unheard
of in the areas we operate in, which has helped
us to maintain occupancy and has provided us
with leeway as we experimented with our way
of working and negotiated teething problems;
particularly in terms of water and electricity. A year
later, we have a dedicated maintenance team that
addresses tickets submitted by our homeowners,
ensuring a smooth process that allows us to
provide the same level of service at a greater scale.

Tenant marital status

This assistance has been important because
the volume of tenants in the market looking
for new rental accommodation has dropped
off in the aftermath of the national lockdowns.
Despite reduced demand, we have managed to
improve our payment rate. Our existing tenants
are happy and the late payment rate has
decreased from an average of 6% early last year
to 0%. In fact, it has been 0% every month since
April 2020. In the most recent month (March
2021), the gross monthly rent collected across
the pilot properties was R56740.
Bitprop continues to provide tenant
recruitment assistance to homeowners by
posting vacancy adverts on various community
rental groups on Facebook, but more of this
responsibility has shifted to the homeowner
as our education process has improved. This
is how we had originally expected the tenant
recruitment process to work, but it required
some trial and error, as well as improved
communication and training with the
homeowners, to get it to operate smoothly. Now,
our homeowners are well prepared to advertise,
select and onboard tenants, using Bitprop
where necessary for lease agreements and
payment information.

New tenant, Sarah, moves in.

Tenant monthly income

A fully-furnished flat at our latest property.
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Architecture
Given the complex nature of construction and the
number of factors involved in the development of
our flats, it is no surprise that the architectural
design and building integrity have been some
of the most scrutinised factors during our pilot
in 2019 and 2020. The result is that as we move
into 2021 and scale, we have a significantly
improved design and construction process that
has incorporated the feedback of homeowners,
tenants, contractors and other stakeholders to
achieve the best possible outcome within the
constraints of the business model, industry and
market segments.
Design improvements include replacing the
timber joists and thin slab-and-screed system
with a rib-and-block slab system for the first
floor, which is a more durable and longer-lasting
solution that also provides better soundproofing
for tenants. For the outer walls, we have replaced
concrete blocks with maxi-bricks, providing a
double layer that improves thermal efficiency
and durability, while also contributing to better
soundproofing. Through tenant feedback we
have also altered the room layout to create a
perception of a larger space that is better utilised.
For example; the bed area is now towards the back
of the flat, rather than as one walks in, making the
‘bedroom’ section of the flat feel more private.
Certain amenities have become standard
features, including built-in cupboards, a large
kitchen counter with a tiled splash back that
creates more space to prepare food and to store
appliances, as well as 100-litre solar geysers
in each unit that replace standard geysers. All
walkways and balconies will now have non-slip
tiles rather than concrete paving, improving the
safety and aesthetic appeal of these common
areas. As a result of these improvements, we
expect to save costs in the long run through
reduced maintenance work, despite the higher
upfront cost per square metre to build (R6105 vs
R4279).
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The primary objectives of our ongoing
improvements have been to improve the
living quality for tenants and to reduce the
maintenance required on our properties.
Moving forward, the design improvement
process will focus on identifying and using
materials that improve the environmental
impact and reduce the carbon footprint of our
buildings, as is explained on page 15 of this
report.
A few of our tenants have been living in our
flats for more than two years now and some
of the more exciting improvements we have
made have been based on feedback directly
from interviews with them. All our properties
will now receive built-in WIFI with individual
routers in each unit that allow tenants to buy
monthly data packages. Our WIFI partner, Ikeja,
has also installed hotspot technology on our
properties so that others in the immediate
vicinity can log on to the hotspot if they
purchase very small data packages online or
from local shops; a huge value-add in an area
that suffers from poor connectivity overall. Our
new flats will receive prepaid water meters to
better control the use of water per property, and
some of the new flats will also receive smart
electricity meters that replace the standard
ones used on previous builds, as part of a pilot
in partnership with Citiq Prepaid (citiqprepaid.
co.za). The smart meters allow tenants to
top up their electricity remotely and provide
more comprehensive insight into electricity
usage; both for the tenants directly and for our
property portfolio as a whole.

The enduring obstacle faced by the
construction industry is the council
submission process, which has always
threatened to delay progress. Bitprop is
committed to adhering to council regulations
and we follow the normal submission
procedure through the City of Cape Town’s
online portal. Since most of our properties
are zoned under SR2 (incremental housing),
restrictions are less stringent than in many
other zoning schemes; particularly given that
the City of Cape Town has recently adopted
the advice of a report by the Human Sciences
Research Council (HSRC) titled ‘Backyard
rental housing: Dynamic but neglected’, which
stresses the benefits of backyard development
and the necessity of reducing red tape.
Because of this, the system is slowly
improving with the understanding that

backyard development plays an important
role in providing affordable, quality rental
accommodation to lower income South
African households that have limited or no
governmental support, as well as creating
employment in the construction industry
in South Africa. Despite this progress, the
submission process on a project-by-project
basis is still frustratingly slow and much
more improvement is needed. Moving forward,
we would like to work in conjunction with the
City and its planning council to accommodate
the applications of Bitprop and other
important players in this market. Currently,
this is being championed by Development
Action Group (DAG), which is leading a
lobbying effort with the support of Bitprop and
others to make progress with the City of Cape
Town in improving the speed and efficiency of
getting backyard rental plans approved.
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Building Team
Backyard rental flats can provide a rewarding
return, but construction is resource- and labourintensive and getting the construction process
correct is crucial to ensuring that the whole
operation is worthwhile. One of the outcomes
of the COVID lockdown was that we developed
a rigorous and replicable ‘request for proposal’
(RFP) application process that incorporates a
detailed construction template that can be sent
out to multiple contractors. With a standard
set of specifications and guidelines, we have
formalised our partnership with selected
contractors and have been able to identify
discrepancies in costing and scheduling that
have further helped us to develop an efficient,
realistic construction timeline. In this business,
standardisation is critical and the development
of our request-for-proposal process has been a
huge step in making this possible.

With the launch of the RFP process, we have
received an average of 6 responses per
project, giving us much more room to discuss
queries, understand expectations and make
sure the agreement we eventually sign off on
is beneficial for everyone, while meeting the
requirements of the Bitprop model at the same
time.
Improvements have included a tighter control
of build quality, a standardised construction
timeline, and an improved effort to educate new
contractors about Bitprop’s broader mission
to enable micro property development at a
macro scale. We no longer have to complete
a full re-costing for each project and we now
have an automatic invoice and payment
system with checklists that incentivise project
completion on time and within budget. The
system encourages accountability from both
the contractor team and Bitprop, helping us
maintain oversight of each project without
getting too involved in the contractor’s job.

Bitprop has developed three standard plans; a small, medium and large option. These variations enable us to
partner with homeowners on a greater number of properties.

8 Bitprop rental units, Ngxangxosi Street, Ilitha Park, Khayelitsha
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Sustainibility
The economic and social impact of Bitprop’s
projects is clear and has been detailed
extensively in this report. Through investing
formal capital into the development of highquality, affordable rental properties in low-income
residential areas, we create jobs, strengthen
property ownership and improve the surrounding
neighbourhoods. Our approach aligns with the
City of Cape Town’s desire to see healthy, urban
densification occur rather than informal urban
sprawl, and Bitprop’s properties can serve as a
catalyst for urban renewal, improving areas that
formal property developers normally avoid.
True sustainability should occur through a
multi-faceted approach that addresses social,
economic and environmental impact. Bitprop’s
model that promotes social and economic
upliftment has created a mechanism that can
fund and drive further environmental impact
as well. By virtue of the nature of the buildings
Bitprop develops, the negative environmental
impact is not major. Each project is built on
existing properties that consist of infertile land.
The flats sometimes replace informal shacks and
they allow the homeowners of the properties to
improve their economic standing over time. Our
rental flats are constructed using long-lasting
and locally-sourced materials and we promote
design innovation and energy efficiency within
our budget. All units adhere to local regulations
and municipal zoning bylaws and our operations
engage with and respect community members.
With all that being said, there is lots of room
for improvement and in 2020, we engaged with
numerous businesses and field experts to help
reduce the cost and environmental impact of
our properties. 2021 will see our first sites built
according to our revised standard plan and we
are working closely with our contractors to buy
in bulk and reduce waste as much as possible.
We continue to source items such as doors,
windows, handrails and burglar bars from local
manufacturers and our contracting team employs
local subcontractors to complete much of the
work required. Our improved design promotes
natural ventilation and increased thermal
efficiency which, combined with prepaid water

and electricity, reduces the cost of heating and
cooling for tenants. In developing areas, it not
unusual for hot-water heating to make up more
than 50% of a household’s energy costs. Our
new units include individual solar heaters that
will reduce hot water electricity usage by up to
50%. We combine this with low-E LED lights in
each flat and low-flow taps for the bathroom
and kitchen sink. Finally, we have replaced
baths with showers to reduce water usage.
These improvements are some of the first in
what we envisage as an ongoing development
of our properties to reduce their impact and
increase overall sustainability. With this in
mind, we have invited Team Mahali (mahali.
org.za), a local company focused on innovative
sustainable building development, to visit our
current properties and consult for us on how
best to continue improving our environmental
impact, and what to plan for as our product
grows over the next couple of years.
As we grow and further develop our
sustainability strategy, we would like to test a
number of smaller measures in the near future.
For example, we would like to introduce a grey
water reticulation system to properties that
have vegetation on or around them to promote
vegetation growth. This system could also be
used to flush toilets in the flats. Additionally, we
would like to install Jojo tanks where possible
to catch rainwater that could be used for the
same purposes. And while we have started with
solar geysers for now, we would like to install
proper solar panels as soon as possible that
will be able to generate electricity for part or all
of our properties.

Our standard flats, built according to the needs and
desires of our homeowners and tenants, are equipped
with prepaid water and electricity meters for each flat,
as well as solar geysers to provide hot water.

Solar geysers will reduce
electricty usage of each
unit by up to 50%
Insulation of geysers will
further reduce electricty
usage of each unit

EM
WM1

WM

100 litre solar geyser
WM

WM

WM

CitiQ
main meter
Electricity connection

Centralised services connected to existing sewer

Our income-generating flats improve infrastructure and security, and incentivise further investment on the property and its
immediate surroundings. This promotes what the City of Cape Town calls ‘healthy urban densification’.
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The Bitprop Foundation
By the very nature of its business model,
Bitprop is deeply involved in the communities
it operates in, bringing together multiple
stakeholders that all have vested interests
in the well-being of their neighborhoods. The
beauty of the ‘win-win-win’ model is that by
cooperating as we do, value is created for
everyone involved. And as we get to know
our homeowners, tenants and contractors,
we begin to see new ways that value can be
created. Some are budding entrepreneurs;
others are first-generation university students
hoping to secure their future. Others still are
honest workers that are looking for clients to
provide their services to.
One of our first ‘pipedreams’ in the early
months of operations was that we’d be
able to create a mechanism through
which we could expand our impact to the
broader community. Tenants might become
homeowners, businesses might become
tenants, and our homeowners might spread
their entrepreneurial wings and start
businesses; property-related or otherwise.
Now, as we begin scaling the rollout of rental
flats, this is starting to take form. At the
core of Bitprop’s values is the principle of
using entrepreneurship to create change and
improve lives. This has been central to the
training we provide to homeowners to help
turn their properties into microbusinesses,
and in our use of local contractors to create
employment. We acknowledge that we will
never be able to solve all the problems
faced by our communities, but we can help
accelerate development by inspiring and
supporting small businesses to play their part.
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With this in mind, we are in the early stages
of establishing the Bitprop Foundation. The
Foundation’s purpose is to further contribute to
our communities by providing entrepreneurial
support, SME education, investment, loans,
infrastructure development and technology
upgrades to community stakeholders. While
the Foundation itself is still in the development
stage, the concept is being piloted already
with the launch of Molweni Coffee – founded
by Monde Bulala, one of our tenants and
colleagues. Monde, a barista who joined our
team as client manager in May 2020 when his
previous employer was forced to close due to
the COVID-19 pandemic, has always wanted
to open his own coffee shop. After building
a relationship with us and doing great work
with our homeowners and tenants during the
difficult months of 2020, he approached us
with his idea of starting a coffee shop in a
container. A few months later, and
@molwenicoffee is thriving in the centre of
Cape Town. Three full months of operations
have passed and Monde has maintained
a healthy level of growth, bringing in new
products, building a solid regular customer
base and appearing on a number of radio
shows too. Apart from funding, Bitprop provided
expertise upfront to help Monde develop the
business plan and continues to provide finance
expertise and operational guidance to help
make Molweni Coffee a long-term success. The
success of the partnership with Monde and
the synergies with Bitprop’s ambition to drive
growth through entrepreneurship have made
this a very fulfilling project; the first of its kind
that the Bitprop Foundation aims to replicate
with others in the Bitprop ecosystem.
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			www.bitprop.com
			@bitpropza
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