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ABSTRACT

The South African property process is cumbersome, tedious, and complex mainly since it is
a manual paper-based system that involves numerous activities of many disparate firms and
organisations in the private sector as well as business processes of regulatory agencies, public
sectors departments and other institutions. Although much effort had been made by private
organisations to automate pockets of the process, the integration efforts are still founded in
paper documents. The purpose of this study was to investigate the conveyancing end-to-end
process in South Africa in order to develop a conceptual framework that could be used to
eliminate paper and dematerialise the land registration process. The study was guided by the
following research question: How can the end-to-end property transfer process be integrated

among the different role players to dematerialise property transfers?

Seated in the interpretative paradigm, an exploratory study was undertaken. The study
followed a multidisciplinary approach which incorporated aspects of records management,
supply chain management, land administration management, information technology and
payment systems. Nineteen in-depth, semi-structured qualitative interviews were conducted
with major organisations and societies (i.e. stakeholders) involved in property exchanges in
South Africa. These included the South African Reserve Bank, The South African Deeds
Registry, National Treasury, The Law Society of South Africa, The Surveyor General and
various vendors which operate within the property sphere. These interviews were analysed
using content analysis, and documentary evidence were used to triangulate the data collected.
The study revealed that private organisations and banks are more ready to embrace
dematerialisation than governmental institutions. The main findings of the study were that a
need existed for the integration of information and data from the onset of the property
application, dematerialisation in addition to digitisation should be incorporated into e-DRS,

there is a need for a centralised information sharing capability, same-day, irrevocable
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payments must be implemented and biometric information can be used to validate parties
involved in each transaction. The findings were used to develop a framework for a
dematerialised electronic deeds registration in South Africa, which were further generalised
for use in other industries. It is recommended that key supply chain partners are integrated
into a land administration system that is hosted by the deeds office. This study is of value to
all organisations involved in the property land management administration processes, both in
a private and governmental capacity, as well as indigenous tribunals. Recommendations for

future studies were made.

Keywords: Conveyancing, supply chain management, land administration, property,
registration, cadastre, transfers, information technology, records management, risk, security,

payments, cloud technology, block chain technology, distributed ledger, virtual currency
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CHAPTER 1

Introduction to the study

1.1 Introduction

The purpose of any legal system is to regulate the relations of its people so that order is
maintained within the society concerned and this include the relations amid the government
and its people (Rudden, 2014, p. 1) and between individuals and businesses. Furthermore,
land tenure is the relationship among people with respect to land (Department of Economic
and Social Development, 2014, para 1 under 3.1). Rules of ownership delineate how property
rights are to be apportioned within societies (Department of Economic and Social
Development, 2014, para 1 under 3.1) with regard to the use, enjoyment, control, and transfer
of land. In addition, restraints and responsibilities to land are also highlighted. Without
secure land rights, there can be no sustainable developments as people will be reluctant to
make long-term investments on land (Akinyemi & NKkubito, 2013, p. 3). External investors
often only recognise titled landownership and fail to recognise the wide range of property
rights that exist (Bomuhangi, Doss, & Meinzen-Dick, 2011, p. 78). Security of ownership
provides a guarantee that the owner’s “land rights will be recognised and protected if
challenged by others” (Abdulai & Owusu-Ansah, 2014, p. 131). It is in this vein that this
study has been undertaken in order to ascertain how property rights may be recorded when

property is transferred from one owner to another.

Although conveyancing is a legal term, there are business and process related aspects that
applies to conveyancing, which are not legal in nature that will be explored in this study.

The recording of land registration creates a property ownership database, which enables
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property transfer and title searches to confirm ownership details (Abdulai & Owusu-Ansah,
2014, p. 132). It is therefore crucial that ownership details are recorded correctly. In the
narrow sense, conveyancing and transfer mean the same thing, but in the broader sense,
conveyancing involves the law, practice and procedures that are concerned with the creation,
maintenance, and transference of real rights, of which transfers are just a component
(Kilbourn, 2008, p. 1-3). The land parcel (land with clearly demarcated boundaries) as
recorded in the cadastre is the basic element of any land administration system (Enemark,

Williamson, & Wallace, 2005, p. 54).

In South Africa, the cadastre is known as the surveyor general office. These terms (cadastre
and surveyor general) will be used interchangeably throughout the study and mean the same
thing. A land administration system consists of two databases, namely a cadastral system of
digital maps that is a record of the property boundaries and a land administration system that
records ownership information (Bogaerts & Zevenbergen, 2001, p. 331). This means that
property boundaries are recorded in the cadastre and ownership information is recorded in
the deeds office. These two offices form part of the Department of Rural Development and
Land Reform in South Africa, but for the purposes of this study, they will be discussed
separately because they use different processes and systems that do not interface with each
other at this point. An automated database can prevent discrepancies between the two

systems (Bogaerts & Zevenbergen, 2001, p. 328).

A deeds office (also known as a deeds registry) is a recording office of immovable property
transactions where ownership information and encumbrances that limits the rights of
ownership are recorded so that creditors, subsequent purchasers, and others with an
economic interest in a property regarding ownership of and encumbrances against a
particular property can be informed of these (Kochan, 2013, p. 273; Radloff, 1996, p. 809).
The deeds office keeps original copies of all property-related documents in a secure, non-

alterable form, but also provides electronic access to these documents (Goodman, 2013, p.
2
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8). These types of recording instruments operate in a formal system. In contrast, indigenous
properties are recorded in an informal way that may not be registered in a deeds office. This
has the effect that the land administration system has incomplete information. It is possible
to incorporate such informal processes into the formal process. In the absence of a land
registration system, legal experts normally trace the root of a title to identify possible
encumbrances against a property (Abdulai & Owusu-Ansah, 2014, p. 131). This could be a

lengthy and expensive process.

The recording systems are established by state statute (Kochan, 2014, p. 279). There are two
types of land registration systems, namely the deed registration system and the title
registration system. The deed registration system provides a “register of owners where only
the transaction is recorded” (Bogaerts & Zevenbergen, 2001, p. 329). The title registration
system provides a way to find where the title itself is recorded and secured (Enemark et al.,
2005, p. 54). South Africa uses a title system. With ownership officially documented, the
risk of challenges to ownership is reduced. A land title is a mandatory condition for property
loans (Abdulai & Owusu-Ansah, 2014, p. 135). This implies that unregistered property,
which includes indigenous property, is excluded from obtaining property loans. The land
registration title document is a public document in which interests affecting land in a specific

country is kept (Tjia & Coetzee, 2014, p. 261).

Under the current land registration system, property documents are executed by a
conveyancer in a form and format prescribed by the Deeds Registries Act (No. 47 of 1937
of South Africa (Deeds Registries Act [No. 47 of 1937]). Individuals or agents are therefore
not allowed to deal with conveyancing transactions. Technological systems are used for
conveyancers to electronically generate documents that are lodged with the deeds office.
These documents are reduced to paper that are lodged manually with the appropriate deeds
office that has jurisdiction (SITA Tender document, 2008, p. 30). The document receives a

seal, barcode after the transaction has been processed, and the deeds office has been updated
3
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with the appropriate entry (Section 2{5} Deeds Registries Act [No 47 of 1937]). A computer
program known as the deeds registration system (DRS) is in place to maintain an electronic
land register, but information is captured manually into the deeds office database and the
cadastre database. Apart from this digitised capturing as well as a scanning process, the
preparation, lodgement and the processing of deeds and documents by the Registrar takes
place manually (SITA Tender document, 2008, p. 31). Reducing electronic documents to
paper documents that are converted into a digital document afterward may not seem like the

most effective process.

The upkeep of a cadastral system and property ownership information is a governmental
responsibility. Although the cadastral system in the Netherlands was privatised a few years
ago (Wakker, van der Molen, & Lemmen, 2003, p. 5), the South African land administration
system is manually maintained. In South Africa, the land administration system is the
responsibility of government, although security of title is not explicitly guaranteed by statute
(Divithure & Tang, 2013, p. 220). Despite the non-guarantee, the South African property
recording process is deemed to be one of the safest and most secure systems in the world,
but the process is still paper-driven and very manual. This manual interaction contributes to

making the current process tedious and cumbersome.

The current manual registration system has several drawbacks, namely low efficiency and
ineffectiveness (Amadi-Echendu, 2013, p.170). Incomplete landownership information also
negatively affects the land administration system. Trends recognise that manual processes
cannot govern land administration systems going forward (Williamson & Ting, 2001, p.
344). There is an increased need for electronic service delivery and therefore an electronic,
secure, and integrated deeds registration document management solution has been under
investigation in South Africa. Although the go-ahead for an electronic system has been given
many years ago, a system has not yet been implemented. Such system is a complex

occurrence, which will affect many role players in the property market.
4
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Automation of processes by itself will not suffice. Land administration systems must to be
re-engineered and evolve to face the growing integration and complexity of property rights
and land transactions (Amadi-Echendu, 2013, p. 25). Dematerialisation is a financial term
that refers to replacing material-intensive physical products with virtual equivalents, and
information; and communication technologies (ICTs) are the main drivers of this (Sissa,
2011, p. 67). According to Magureanu (2012, p. 77), dematerialisation of title refers to
replacing paper with electronic recordings. This financial term has therefore been extended
in this study to property-related transactions, as it represents not only the digitisation of
certain aspects of the process. Instead of converting paper-based documents into a scanned
image, or manually recapturing information into computer systems, complete electronic
processing which includes electronically signatures and the electronic storing of information
(Sissa, 2011, p. 67). Paper documents are therefore eliminated from the process.
Dematerialisation eliminates certificates or other documents of title representing ownership
(Vermaas, 1999, p. 119). The electronic document must be considered as a start in the written
evidence (Magureanu, 2012, p. 77). Dematerialisation would therefore eliminate digitisation

activities of paper documents to declutter the current manual process.

In New Zealand and Ontario, Canada, parties to property transactions do not physically sign
land documents anymore (Low, 2010, p. 111). Access to electronic registration systems is
strictly controlled, and only authorised parties with established credentials may use the
system (Low, 2010, p. 110). There are various role players involved in property transactions.
Information networks will not replace intermediaries, but will probably enable them to
perform their tasks more efficiently (Brousseau, 2002, p. 361). Current software service
providers like e4 and Korbitec, two well-known privately owned software companies that
operate in the South African property market, may become essential partners in the

development of an electronic land administration system but because of the sensitivity and
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importance of property information, not necessarily the organisers or owners of such a

system.

The layout of the rest of the chapter is as follows: In Section 1.2 the background to the
research problem is discussed. Section 1.3 highlights the key concepts used in the study,
whereas the research statement and the research objectives are discussed in Section 1.4.
Section 1.5 explains the research methodology that was used for the study, while section 1.6
mentions the methods that were used to ensure validity and reliability in the study. Section
1.7 discusses ethical considerations, while section 1.8 highlights the limitations of the study.
The significance of the study is explained in section 1.9 and the layout of the chapters are

summarised in section 1.10. The chapter concludes with a summary in Section 1.11.
1.2 Background to the research problem

Conveyancing refers to the legal process of preparing the sales deed, mortgage bond and
other related documents in order to “create, transfer and manage an interest in land”
(Rajasekhar, 2006, p. 1). As transfers take place, various property ownerships are updated
constantly. Technological advances and innovations change our way of work continuously.
An organisation’s ability to adapt to changing requirements needs a strategy that lets the
organisation keep up with environmental fluctuations (Fjeldstad, Snow, Miles, & Lettl,
2012, p. 735). Real estate conveyancing and the speed of recording title changes have not
kept pace with the speed of the economy, and the complexity and diversity by which it
operates (Sharma, 2013, p. 781). In fact, the South African conveyancing system is only
designed and equipped to accept paper documents (Regulation 20 in terms of the Deeds
Registries Act 47 of 1937, p. 31). There is a need to upgrade the conveyancing system to
cater for the quick and smooth electronic registration of title (Sharma, 2013, p. 782). It may
be argued that high market values of immovable property and the subsequent personal effect

of a possible fraudulent transaction on the owner of the property, provides for increased risk
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(Sandberg, 2010, p. 104). Listed shares that are traded on the stock exchange also underwent
a reengineering a few years ago and they currently safely trade sizable amounts in a
dematerialised environment. The real estate property market does not have to be an

exception.

Although many systems had undergone updates in their computerisation processes, the
reengineering attempts mainly focused on the “presentation of manually entered
information” rather than the “direct and automatic registration of digital applications”
(Sandberg, 2010, p. 101). The foundation of such transactions is consequently still paper
based documents. Whitman (1999, p. 233-234) already proposed the introduction of such a
system in 1999, when he stated that the advantages of a system that allows for automatic

digital registrations are:

e shorter bureaucratic delays;

enhancement of search capabilities;

enablement of auto indexing;

easy full text searches; and

improvement of the availability and currency of information.

These benefits of digital registrations may substantiate the introduction of an e-conveyancing

system.

The intention of e-conveyancing is to implement electronic lodgements and the electronic
settlement of funds (NECS, 2013). However, the implementation of a new system introduces
new risks. The safe identification and authentication of documents, parties to a transaction
and signatures seem to be the biggest hurdle to fully implement e-conveyancing (Sandberg,
2010, p. 103). Property authentication and security of property information that are stored
and updated in the property register at the deeds office, is essential in order to maintain the

integrity of the property register.
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1.3 Key concepts in the study

A supply chain is a “network of suppliers and service providers that perform different value-
adding activities together, usually in a sequential manner, to produce value for customers”
(Du, Lai, Cheung, & Cui, 2012, p. 89). In the conveyancing supply chain, stakeholders
include buyers, sellers, estate agents, mortgage originators, conveyancers, municipalities,
the master of the High Court and the deeds office. Supply chain management (SCM) aids
organisations in managing the flow of information, money, and products outside of the
organisation (Shih, Hsu, Zhu, & Balasubramanian, 2012, p. 70). Although the major
objective of SCM is to use information sharing in order to create cooperation for competitive
advantage among supply chain partners (Zeng, Wang, Deng, Cao, & Khundker, 2012, p.
547), the challenge is to establish a trust relationship among the parties (Shih, Hsu, Zhu, &

Balasubramanian, 2012, p. 71).

Contracts give legal premise and controls to collaborations (Markovits, 2004, p. 1462).
Legislation governs when contracts come into being. Information sharing in the supply chain
depends on the type of contracts in operation as well as the mode of competition among the
role players in the supply chain (Ha & Tong, 2008, p.702). Inter-organisational
collaborations carry the fear that sensitive information may be leaked to competitors in the
supply chain (Barkataki & Zeineddine, 2013, p. 1). In order to create a balance between
collaboration and security, the term secure collaboration has become a critical issue within
SCM. Although this is true, the South African experience indicates that secure collaboration

does not widely take place yet.

A more efficient process may lead to better relationship building, which may range from
independent partnerships to strategic partnerships. Relationship management places a big
emphasis on relationship building to improve partnership performance (Du, Lai, Cheung, &

Cui, 2011, p. 90). Different relationships in a supply chain network carries different contexts
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and characteristics (Chang, Chiang, & Pai, 2012, p. 1114). Barkataki and Zeineddine (2013,
p. 1) propose that “confidentiality, anonymity, privacy, verifiability and non-repudiation”
should be used to measure the level of confidentiality among the different role players. The
term e-collaboration was proposed by Johnson and Whang (2002, p. 3) in order to explain
“systems that facilitate Internet-based coordination of decisions across all members of the
supply chain.” An e-collaboration approach may enhance knowledge sharing. Information
technology (IT) has the capability to drive the efficiency between supply chain partners and
the capability to bridge functional silos (Davis-Sremek, Germain, & lyer, 2010, p. 42). This

links to aspects of dematerialisation as previously mentioned.

Risk management in supply chains can reduce the vulnerability of the supply chain as a
whole. Uncertainty in the supply chain may be better managed by implementing rules and
principles (Shih et al., 2012, p. 70). Proper and solid decision-making requires access to a
database (Shihetal., 2012, p. 71) so that risks can be minimised. It therefore becomes crucial
for the various stakeholders involved in the property end-to-end process to identify and use
opportunities to work together. Information technology that is used internally and externally
of each of the entity’s business operations may have a significant influence on improving
conveyancing supply chain performance in terms of efficiency, cost, flexibility and
responsiveness (Gilaninia, Chirani, Ramezani, & Mousavian, 2011, p. 577). However, all
parties, including public entities, need to create the capability for IT interventions to be
introduced. The development of a shared vision will only be achieved if the outputs of the
land information infrastructure are clearly understood by all parties (Marwick, 2013, p. 107).
It is incumbent upon the South African government, as the single major beneficiary of
national land information, to provide clear specifications of its requirements for an

automated digital conveyancing system.

A previous mixed methods research conducted by the researcher (Amadi-Echendu, 2013),

focused on the processes that are involved in property transfers. Land administration are the
9
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processes involved in determining and recording, land ownership information (United
Nations Economic Commission for Europe [UNECE], 1996, p. 3). Land registration is the
process that is followed for land information to be recorded. Numerous parties form part of
the end-to end property registration process. The various role-players are dependent on each
other for various components of the process that needs to take place. In other words, the role-
players form a supply chain with regard to the property transactions. It is important to
coordinate activities that are executed by the various role players involved in the property
process. Supply chain management therefore is the coordination of several business partners,

processes, and customers within a supply chain (King, Lee, Liang, & Turban, 2012, p. 15).

We live an era where technological advances are rapid and ongoing. Better technologies are
constantly evolving to reduce turnaround times and increase security measures in order to
reduce fraud. Information technology can reduce the re-entering of information by different
role players and organisation (Thomas, 2009, p. 3). The introduction of information
technology implies that paper-based title deeds and other documents need to be digitised
when created, receive or stored by the various role-players (De Wet & Du Toit, 2000, p. 78;
Goodman, 1994, p. 138). Introducing an electronic system to manage property transactions
may bring about different types of risks that need to be mitigated (Sandberg, 2010, p. 103).
Risk management assesses the company’s total risk and exposure to avoid financial distress
(Pickford, 2001, p. 70). The least step involved in a transaction is the payment of money in
exchange for an asset or service received. This is no different for property transactions.
‘Payments’ refer to the process whereby buyers, sellers and customers exchange money and

payment (Evans & Abrantes-Metz, 2013, p. 52).

10
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Table 1: Key concepts of the study

administration

determining and recording, land

ownership information.

Key concept Definition Author
Supply chain | “Network of suppliers and service Du, Lai, Cheung, & Cui, 2012,
providers that perform different p. 89
value-adding activities together,
usually in a sequential manner, to
produce value for customers.”
Supply chain | The coordination of several business | King, Lee, Liang, & Turban,
management partners, processes, and customers 2012, p. 15
within a supply chain.
Land The processes involved in United Nations Economic

Commission for Europe
[UNECE], 1996, p. 3

management, which in turn is the

Risk Risk management assesses the Pickford, 2001, p. 70
management | company’s total risk and exposure to

avoid financial distress.
Payments Systems whereby buyers, sellers and | Evans & Abrantes-Metz, 2013,
systems customers exchange money and p. 52

payment.
Information System made up of hardware and Musa Gunasekaran & Yusuf,
technology software that usually includes a data | 2014, p. 180

capturing frontend, a middle-ware

for pre-processing the data and a

backend for information analysis,

exception handling, and decision-

making.
Records Records management is a Makhura & Du Toit, 2005,
management | subdivision of information p. 67

11
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management of all the information
produced within an entity, and the
“people, hardware, software and
systems” that produce such

information.

This study follows a multidisciplinary research. In Figure 1.1, land administration is the basis
on which this study is built, since the study aims to improve the efficiencies and effectiveness
of land registration systems and processes. As previously mentioned, the land administration
process comprise of the deeds office for ownership information and the cadastre for land
boundary information. Numerous role-players form part of the end-to-end property process
and these role players drive economic performance and are referred to as economic agents.
These role-players tend to work in silos and this research aims to further promote that a
supply chain approach should be followed in the property market (Amadi-Echendu, 2013,
p. 35-39). Various documents are exchanged among the role players, as well as the deeds
office and surveyor general office (cadastre). Records management principles are therefore

important.

Information technology systems are used to capture, store and share information among role
players involved in specific transactions. Accordingly, information technology, and the
subsequent risk and security measures that come into play become important to monitor and
control. Finance is also exchanged among role players in the property supply chain due to
commissions, deposits, profit distribution and loan repayments that need to occur upon
registration or transfer of the property. As such, payment systems and mechanisms become
essential to incorporate. Figure 1.1 is an illustration of how these concepts, as depicted in

Table 1, are conceptualised by the researcher with regard to this thesis.

12
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Data and information integration for conveyancing, cadastre and land registry automation
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Figure 1.1: Conceptualisation of study

Source: The Author

During this study, the elements and concepts mentioned previously namely land
administration, land registration, supply chain management, risk management and other
security aspects, electronic records management, the role of information technology, and
payment systems were incorporated into this thesis. This research comprises a
multidisciplinary research, which incorporates these various study fields and disciplines into

one study.
1.4 Research problem

Legal systems have been put into place to regulate and maintain order within societies
(Rudden, 2014, p. 1). These legal systems aim to protect the rights of people. Rights of tenure
regulate how property rights are granted and allocated within societies (Department of
Economic and Social Development, 2014, para.1l under 3.6). The government of a country
administers property rights. Land administration is the relationship between land and the
people of a country (Kihato & Royston, 2013, p. 2). These rights are written down in a title

13
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deed, which in turn is recorded in a deeds office. These recording systems are established by
statute (section 1, Deeds Registries Act 47 of 1937, p. 6). Original copies of all property
transfers are kept as a security document and proof of ownership (Deeds Registries Act 47
of 1937, p. 18). A conveyancer collates and lodges paper documents with the South African
the deeds office for a property transfer to be transferred and registered on the buyer’s name
(Deeds Registries Act 47 of 1937, p. 20). Paper documents are problematic as they may be
misplaced, destroyed or fraudulently copied, not to mention the added costs incurred to store,
replace and secure these documents, or the time involved to manually compile, check, file,
post and process the paper documents. This all adds to the lack of process efficiency in
property transactions. Replacing documents by digitising processes and information can

alleviate these problems.

Dematerialisation consists of replacing material-intensive physical products with virtual
equivalents, and ICTs are the main drivers of this (Sissa, 2011, p. 67). This leads to the
inference that the land registration system in South Africa should be converted to allow
electronic lodgements and electronic registration of property transactions. In addition, the
efforts and the duplication that occurs within the end-to-end property registration process
among different role players involved in the process could be managed better. One view that
exists is that inter-organisational linkages facilitate information and data exchanges and
reduce conflict among role players in supply chains (Cheng, 2011, p. 374). Information
technology (IT) could integrate supply chain information flow (Shih et al., 2012, p. 71) to
allow information and data exchange thus providing speed, flexibility and agility benefits
(Du et al., 2011, p. 90). Nevertheless, information technology might bring with it a new set

of security and risk issues that may need to be identified and mitigated.

The current paper-based systems are outdated, risky, sluggish, cumbersome and costly
(Thomas, Griggs, & Low, 2014, p. 2). The fact that “time lapses between the completion of

the transaction and its entry onto the land register, as well as the duplication of effort and the
14
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risk of error that flows from the present system”, creates the background to suggest that the
current deeds registration system has low efficiency and is ineffective (Amadi-Echendu,
2013, p. 25). Some of the major challenges associated with land property transfers within

and between many jurisdictions include, for instance:

e cumbersome and tedious conveyancing processes;

e indeterminate delays during conveyancing, cadastre and registry searches;

e lack of transparency from conveyancing through to the cadastre and registry;

e Fraudulent activities that may occur even after the registration of landed property;

e porous security of confidential data during the conveyancing process; and the

e consequent undermining of clarity with respect to legal rights and privileges

associated with and landed properties.

“Conveyancing in South Africa is complex (i.e. made up of many interrelated parts),
cumbersome (i.e. difficult to manage because of the complexity and the number of
stakeholders involved in the process) and tedious (i.e. it takes very long)” (Amadi-Echendu,
2013, p. 26). Land administration systems may need to be re-engineered and evolve to face
the increasing complexity of property rights and land transactions, so that they take a broader
and more integrated view. The purpose of the study was to develop a conceptual framework
that could be used to integrate the data and the various data sources in order to dematerialise

the current end-to-end property registration process.
The research statement of this study was therefore formulated as follows:

The land registration process in South Africa is characterised by manual interlinks and paper-

based documents, which makes the current process tedious and cumbersome.

The following research question was therefore asked:

15
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RQ: How can the end-to-end property transfer process be integrated among the different

role players to dematerialise property transfers?

1.4.1 Secondary questions

Secondary research questions have been formulated as follows:

. What gaps would need to be addressed before electronic end-to-end registrations

can be introduced into the South African environment?

. What measures do supply chain partners perceive should be put into place to enable

dematerialisation of the end-to-end property transfer process?

1.4.2 Objectives of the study

The primary research objective of this study was to provide an integrated framework for the

dematerialisation of property transfers.

The secondary research objectives were:

e to identify gaps that would need to be addressed before an electronic end-to-end
dematerialised registration process could be introduced into the SA environment; and
e to identify the measures that current supply chain partners perceive would enable

dematerialisation of the end-to-end property transfer process.
1.5 Research methodology

The present study was a qualitative study to explore how the current property registration
process can be made electronic. Although many technological systems have been put into
place, these systems work in isolation of each other and in the researcher’s view, add to the
overall cost of property transfers. The population were entities that were involved in the end-
to-end property transfer process, which included estate agents, banks, conveyancers, the
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deeds office, municipalities, and the Reserve Bank. As a result, South Africa was used as a
case study and the role players that are currently involved in the property process formed
part of the study. To obtain a national view, organisations that represent these different entity
groups were interviewed and not individual entities themselves. As a result, purposive
sampling was used. The sample that was interviewed included the Banking Association, the
Law Society of South Africa, the deeds office, South Africa’s Central Securities Depository
(Strate Ltd), Tshwane Municipal Council, and the Reserve Bank of South Africa. The data

were collected in two phases.

1.5.1 Phase 1: Literature study

The objectives of this study necessitated a study on the topic of dematerialisation, supply
chain, risk management, payment systems and the land administration and registration
processes. Various factors that were identified in a previous study (Amadi-Echendu, 2013)
formed part of the literature review. Numerous sources were employed, which included
books, the Internet, journal articles, papers delivered at conferences and completed theses
that deal with the subject matter. Other sources comprised discussion forums, legal

documents as well as talks and consultations with property specialists.

1.5.2 Phase 2: Personal interviews

During phase two, face-to-face interviews were conducted with key entities involved in the
land registration process in South Africa. These role players included the Registrar of the
Pretoria deeds office, the Law Society of South Africa, the Banking Council, Strate Ltd, the
Reserve Bank of South Africa and software companies operating in the conveyancing space.
Sabric declined from participating in the study. Information obtained from the literature was
verified against primary data collected. The interviews were recorded. Data obtained from

the qualitative interviews were transcribed verbatim and analysed by using content analysis.
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1.6 Methods to ensure trustworthiness and credibility

During the 1980s, Guba and Lincoln (1989, p. 231-243) in their seminal work, replaced
reliability and validity with trustworthiness, which comprise credibility, transferability,
dependability and confirmability. Reliability and validity depend on the relationship
between the researcher and the research process, as well as between the researcher and the
community that was researched (Merrick, 1999, p. 32). In qualitative research, the researcher
takes an active role in the collection and interpretation of data (Patton, 2002, p. 14).
Reliability is a measurement characteristic that incorporates accuracy, precision, and
consistency (Cooper & Schindler, 2006, p. 716). An instrument is valid if it can be shown
that it is free from systematic error and therefore measuring what it is supposed to measure

(Page & Meyer, 2006, p. 79).

To increase the level of trustworthiness of the study, a recording device was used as a
primary tool during the interviews, which provided an unbiased record of each conversation.
The researcher was personally responsible for data collection and no other agents or workers
were used in this process. During the data collection process, every effort was made to reduce
errors and bias. The researcher remained neutral during the entire research process (Arksey
& Knight, 1999, p. 175). In addition, the researcher applied a consistent coding method to
enhance the reliability of the study. Lincoln and Guba (1989, p. 242) paralleled reliability to
dependability. The coding and transcripts were e-mailed to each participant for their perusal

and further comment.

Triangulation is a validity procedure where researchers search for convergence among
different sources of information in order to form common themes in research (Golafshani,
2003, p. 603). In the present study, additional documentary evidence was gathered to
triangulate and corroborate or refute an overall interpretation of the primary data collected

(Mays & Pope, 2000, p. 51). Denzin (1978, p. 272) identified four types of triangulation
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namely, triangulation across data sources, triangulation of theories, triangulation of methods
and triangulation among different investigators. This study used different data sources to

triangulate.
1.7 Ethical considerations

Ethics considerations include issues of privacy, harm and confidentiality (Berg & Lune,
2014, p. 5-6). Every effort was made to maintain ethical considerations. All data collection
instruments received ethical clearance from the ethical committees at both departmental and
faculty levels at the University of Pretoria. Informed consent was obtained from all
participants. Participants were given the option to withdraw from the study at any time
without any penalties. All procedures were made known to each participant before
requesting permission to proceed with the study. All participants had access to the
researcher’s contact information clarify aspects where they might have experienced
uncertainty. All participants were over the age of 18 years and no parental consent was
necessary. All data were kept confidential and access to any information was strictly
controlled. Any identifiable information was removed. Anonymity of all participants was

ensured and all responses were treated with confidence.
1.8 Limitation of the study

This study investigated the property transfer process, and other types of property transactions

were excluded from this study.
1.9 Significance of the study and the expected contributions

This research has taken place during an opportune time for various reasons. There is greater
recognition that the urban land market is not working for the poorer people who are mostly
alienated from it. On an international level, many countries have embarked on initiatives to
dematerialise their title deeds. This study is a multi-disciplinary research that combines
aspects of land registration, records management, payment systems, supply chain and
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information technology. As such, only the components that has bearing on the focus of the
study has been incorporated into the study. This thesis can contribute to the existing literature

and knowledge in several ways.

Firstly, this thesis pursues the potential role that the qualitative method can have in an
exploratory multidisciplinary research. Secondly, this thesis is expected to make a
contribution to the methodological development in the disciplines of risk management,
records management, supply chain, land registration, information technology and payment
systems research by illustrating how different disciplines can be combined and integrated to
probe the same phenomenon. Thirdly, the researcher aims to improve the understanding of
property registrations in South Africa. Few studies according to the researcher are positioned
in the South African property market that focus on business processes and related aspects.
This study aims to integrate various disciplines to provide an integrated view of how various

aspects influence property transactions in South Africa.

This thesis intends to contribute to the existing knowledge of the elements by investigating
how the current property processes can be enhanced to make the end-to-end process more
efficient and effective. Furthermore, unlike prior studies on immovable property that mainly
focused on the legal perspective, this thesis has interviewed various authoritative bodies
involved in property transfers in South Africa and will aim to integrate initiatives across

these bodies to form a more integrated approach to property transfers in South Africa.

A detailed examination of factors that influence land registrations in South Africa provided
a sound base to streamline the process and thus improve the efficiency and effectiveness of
the South African deeds office process in South Africa (Amadi-Echendu, 2013, p. 153),
allowing for electronic lodgements for registration of new property titles and the linked
electronic disbursement of funds. For example, this study aimed to provide a framework for

the registration and cancellation of immovable properties in the deeds office in South Africa
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that will allow for the dematerialisation of the title deed. Increasing the efficiencies around
property registrations may positively affect investor perceptions regarding the property

market in South Africa.

The study aims to show that data and data sources across different disciplines and fields can
be integrated to enable better control, security and information capabilities in the property
market. E-government and, supply chain management and document management forms the
theoretical base that the study is built on. The application of the theoretical base is
conveyancing and therefore literature to explain the environment was incorporated into the

study.

1.10 Chapter layout

Chapter 1: Introduction

This chapter introduces the research.

Chapter 2: Key issues that affect property registrations in South Africa

These aspects were highlighted in a previous study undertaken by the researcher and include
aspects of land administration and land registration, records management and payment
systems. This chapter highlights an as-is overview of the deeds office processes with
particular emphasis on the process that is followed, the documents that are involved and
electronic interventions and capabilities. Furthermore, this chapter looks at management of
records and in particular management of electronic records. It further builds on records
management by looking at the records that are involved in land transfer transactions and the

process involved.
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Chapter 3: Supply chain management, the role of information technology and payment

systems

This chapter portrays different aspects of supply chain management. It aims to illustrate how
the current process may be influenced to change in future. It further depicts technological
mechanisms that are available to be used in the land registration process. This chapter also
investigates various available payment mechanisms and systems that are already available
in the market that can be used for the disbursement of funds after registration of property

transfers in South Africa conveyancing process.

Chapter 4: Research methodology

This chapter identifies the research methods and methodologies that were used in this study.
Chapter 5: Data analysis

This chapter presents the data that were collected from the face-to-face interviews.
Chapter 6: Discussion

This chapter discusses the data that was collected and analysed and aims to explain the
integration of the various disciplines, as well as concepts highlighted in the literature study.

It further presents the findings of the study.
Chapter 7: Conclusion and recommendations

This chapter provides recommendations based on the data that were collected and analysed.

It also gives an indication of further studies that may be conducted in the future.
1.11 Summary

This chapter serves as an introduction to the thesis. It presented the background to the study
and introduced the research problem, research objectives, research design, and data analysis.
It provided a brief overview of ethical considerations, and methods to ensure validity and
trustworthiness in the study. Limitations of the study were highlighted and the significance
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of the study was outlined. The chapter concluded with a layout of the chapters. The next
chapter will focus on the factors that influence property transactions and property

registrations in South Africa.
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CHAPTER 2

The factors that influence property transactions

2.1 Introduction

In the previous chapter, the study was introduced and aspects relating to the background of
the research problem, key concepts that are covered in the study, the research methodology,
ethical considerations, the limitations and significance of the study and the chapter layout
was discussed. Housing is not only perceived as a basic need but also a right that is enshrined
in the Bill of Rights (Ndinda, Uzodike, & Winaar, 2011, p. 761). According to Barry and
Roux (2012, p. 303), references to private conveyancing systems can be found in ancient

religious texts such as the Old Testament (Jeremiah 32:9-15).

... %0 | bought the field at Anathoth from my cousin Hanamel and
weighed out for him seventeen shekels of silver. *°I signed and sealed
the deed, had it witnessed, and weighed out the silver on the scales. ™I
took the deed of purchase — the sealed copy containing the terms and
conditions, as well as the unsealed copy — ... *In their presence | gave
Baruch these instructions: *“This is what the Lord Almighty, the God
of Israel, says: Take these documents, both the sealed and unsealed
copies of the deed of purchase, and put them in a clay jar so they will
last a long time. **For this is what the Lord Almighty, the God of Israel,

says: Houses, fields and vineyards will again be bought in this land.

Itis clear that a document was signed even then and kept as proof of the transaction that had

taken place in order to prove ownership.

Conventional land systems are often evaluated within a country’s legal administrative

framework. The United Nations estimated that only 30% of land in the developing world is
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regulated by a land registration system (UN Habitat, 2012, p. 2). Of the total surface area of
South Africa (121 973 200 ha), 7% is currently still unaccounted for (Pienaar, Du Plessis, &
Olivier, 2013, p. 425). This may be because of indigenous property. Customary authorities
often use community-based conveyancing procedures by using a written note or by means
of oral agreements and avoid state administration structures in alienating land (Barry &
Danso, 2014, p. 3). As such, these indigenous properties do not have a title deed to prove
ownership. The transfer of land is the process whereby ownership is transferred from seller
to buyer by means of registration of a deed in a deeds office (Kilbourn, 2008, p. 1-3). A
potential buyer can therefore not check whether the property has been sold to anyone else as

no proof of recorded ownership exists, which create huge risks.

Barry and Danso (2014, p. 2) on the other hand are of the opinion that registered titles or
deeds create access to credit at financial institutions, which may positively influence fiscal
growth. This view was supported by De Soto (2000, p. 1) when he stated that the absence of
proof of ownership hampers economic growth in a country. In addition, properties may also
not be developed and maintained properly in the absence of approved credit, since not many

people may have the needed cash to bring about structural changes and developments.

Ownership details must be amended to reflect the new owner/s for property to be transferred
from one owner to another. Land registration officially records property rights (Divithure &
Tang, 2013, p. 220; Kaufmann & Steudler, 1998, p. 13; Velencoso & Luz, 2013, p. 155), of
existing property rights in land (Schage, 2009, p. 5) as well as structures that may have been
erected on the land. Land registration creates a property ownership database, which
facilitates property transfer and title searches to confirm ownership details (Abdulai &
Owusu-Ansah, 2014, p. 132). Recording instruments and notices aims to protect the interests
of owners by informing all interested parties of ownership details and encumbrances against
a particular property (Kochan, 2013, p. 295). In the absence of a land registration system,

legal experts normally trace the root of a title to ensure that there are no encumbrances to
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prevent legal transfers of property (Abdulai & Owusu-Ansah, 2014, p.136). This could be a
lengthy and expensive process. The focus in South Africa is to reduce the cost of property
transactions so that the poor may also take part in economic growth activities. The UN
Habitat (2012, p. 15) confirms that a first registration and the introduction of a land
registration system is expensive and time-consuming. South Africa is a mixture of first and
third world development (Zambri, & Visser, 2009, p. 28). By implication, formal and

indigenous processes co-exist.

International drivers, such as “sustainable development, globalisation, urbanisation,
economic reform, and technology”, inform land administration policies and models that are
adopted by governments; and these drivers are changing the way that people relate to land
(Williamson & Ting, 2001, p. 339). The property register is maintained and updated by
government. To protect an owner against any threats, which may infringe their rights to the
property, they own, the property register must be accurately updated against anything or
anyone that may infringe on those property rights. As such, the land records offices should

be well embedded in the state system (UN Habitat, 2012, p. 16).

Numerous records are involved in land transfer transactions and the process involve
numerous entities. The cadastral component is usually conducted by surveyors while
notaries, lawyers or conveyancers (the entity used is dependent on the land administration
system used in a particular country) take care of the land registration component (Kaufmann
& Steudler, 1998, p. 3). In South Africa, conveyancers are involved in the land transfer and
conveyancing processes (section 15, Deeds Registries Act). The basic element of a land
administration system is the land plot as recorded in the cadastre (Enemark et al., 2005, p.

54).

Although both the cadastral office and the deeds office form part of the Department of Rural

Development and Land Reform (DRDLR) in South Africa, their systems are maintained
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separately and the information contained in one system may not be what is reflected in the
other system (Tjia & Coetzee, 2014, p. 263-264). This happens since South Africa follows
a negative system of property registration. This means that property and ownership details
are only updated in the deeds office when a property transaction is lodged in the deeds office
by a conveyancer. The cadastre system is updated to reflect subdivisions and other property
changes even when there is no exchange of property ownership. There is a need to link
cadastral information to registered land information as recorded by the deeds office

(Bogaerts & Zevenbergen, 2001, p. 328; Lemmen, Van Oosterom & Bennett, 2015, p. 543).

The division between property maps and property registers was necessary because of the
manual paper-based and hand drawn technology that was previously used (Kaufmann &
Steudler, 1998, p. 1). The traditional land recording procedures are increasingly
computerised and this has revealed increased efficiencies. Traditional cadastral systems
consist of well-defined processes, and is viewed as more reliable (Kaufmann & Steudler,
1998, p. 1) when compared to computerised processes. Despite the high security that has
been associated with a paper-based system, errors have occurred. Improved technology
enables a country to adopt a much computerised land register that contains all relevant legal
information about land for land recording purposes (Krelle & Rajabifard, 2010, p. 9).
Because of the security aspect, many entities appear to be very reluctant to initiate a large-
scale project to update the current land administration processes and systems, and make the

existing property transfer and land registration process electronic and no longer paper based.

This chapter reports on the land administration process, as well as the systems and processes
involved in land registration. International electronic property registration strategies are also
discussed briefly. These international strategies are briefly mentioned in this study. A more
detailed study of the processes involved in four countries and South Africa formed part of a
previous study (Amadi-Echendu, 2013, p. 59-78) and will therefore not be elaborated on in

this study. This section highlights land administration issues that are important for the
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purposes of this study. In addition, general aspects relating to records management, records
management in land administration and the impact of electronic conveyancing in records
management are briefly discussed. Documents, and particularly the title deed that proves
ownership, are important from a records management perspective. Knowledge management
and the corporate memory of an organisation is acknowledged in this study, but falls outside
the scope of this study. The onus of updating and maintaining a property register vests in
government. As such, this chapter concludes with a brief overview of e-government and
conveyancing initiatives that the South African government has undertaken in the recent

past.
2.2 Land administration

Land administration is defined as the processes of ‘“determining, recording, and
disseminating information about the ownership, value and use of land” (United Nations
Economic Commission for Europe [UNECE], 1996, p. 3). It involves three functions,
namely juridical (for land tenure, i.e. the way in which rights in land are held), regulatory
(for land use), and fiscal (for land value), and land information systems are integral to all
three functions (Dale & McLaughlin, 1999, p. 169). Various countries apply different land
administration systems. In South Africa, the *Department of Rural Development and Land
Reform (DRDLR) manages the cadastre and deeds information that are updated separately

in different systems.

Land administration should comprise the creation of a land information system for the
community and the local authority to access records (Magigi, 2013, p. 156). All land
information records are public records, which can be acc