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Introduction 
 

This case study forms part of a research study conducted for FinMark Trust and Rooftops 

Canada into the provision of housing support products and services for housing microfinance 

lending in East and Southern Africa.  The study aims to understand the extent to which 

housing support services form part of the housing microfinance process, and whether these 

services can be enhanced and if so, how. Using an action-research approach the study 

examines the kind of housing support products and services accompanying housing 

microfinance in six diverse organisations in Kenya, Malawi, South Africa, Tanzania and 

Uganda.  
 

Lendcor (Pty) Ltd is a private company established in 2003 to find an innovative way to provide housing finance to 
households in rural South Africa.  
 
The company developed an inventive financing model by providing retail finance to end-users through a network of 
merchants (building material suppliers and hardware stores). The merchants, proactively contracted by Lendcor, 
identify clients in need of finance and facilitate the submission of loan applications to Lendcor. They liaise with Lendcor 
and receive direct payment for materials sold to clients. Clients repay Lendcor directly through debit order or cash 
payments at conveniently located Lendcor collection points. 
 
Lendcor provides no housing support products and services and the merchants provide no more than advice, on the 
client’s request. Regardless, the company has very successfully disbursed ZAR170m (USD 22m)1 since 2003 in 
approximately 76 000 loans to 66 000 clients for purchasing building material. This loan portfolio has performed 
reasonably well; in the 24 months preceding March 2010 7.5% of the portfolio was written-off as bad debt.  
 
The company has a presence in 370 towns and villages in eight South African provinces and is growing annually. They 
intend expanding their reach in several of these provinces and are well positioned to do so with their network of 
merchants, good financial performance and strong systems. 

 
  

Contextual information 
 

South Africa’s housing finance context is an anomaly in Africa due to several factors. The 

most significant amongst these is the government’s National Housing Subsidy Scheme 

which provides substantial capital subsidies for low-income housing development. Through 

this programme some 2.8m households have gained access to improved shelter and 

security of tenure since 1994. Using building contractors, the government delivers about 

200 000 low-income houses annually but a massive housing backlog continues to grow. 

  

The country’s banking sector is well-established, its microfinance sector is growing, a strong 

construction industry exists and infrastructure development has been a considerable 

contributor to South Africa’s gross domestic product (GDP). The country has a strong and 

healthy economy and is a significant role-player on the African continent. GDP grew on 

average 4.5%pa between 1999 and 20072 and is significantly higher than that of most 

African countries.3 This economic growth has however had serious shortcomings in that the 

macro-economic strategies generated growth but failed to provide jobs, reduce the numbers 

of people living in poverty and created greater inequality.4 Consequently the country has one 
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of the highest rates of inequality in the world with nearly half the population living below the 

poverty line. 

 

In the late 1990’s the South African 

government set up a number of housing 

and housing finance agencies to 

stimulate housing supply, ensure quality 

housing and provide housing finance. 

Despite substantial public funding many 

of these struggled to fulfil their 

mandates, to provide institutional support 

to housing microfinance lenders or to 

make significant impact. Included 

amongst these are two of the five largest 

development finance institutions in the 

country and important role-players in the 

provision of wholesale funds to housing 

microfinance lenders, the National Housing Finance Corporation (NHFC) and the Rural 

Housing Loan Fund (RHLF). 
 

South Africa has urbanised rapidly and already has a majority urban population. Inequality is 

most pronounced in urban areas as is the demand for housing. South Africa’s housing 

market enjoyed tremendous growth over the last decade but eventually reached a plateau 

during 2009. Soaring house prices made entry level house prices prohibitive and led to the 

exclusion of the majority of the population from the formal market.  

 

Commercial banks have not provided mortgages to low-income households and those with 

incomes below ZAR 3,500 (USD 453) have relied on government subsidies for the provision 

of housing. Households with incomes between ZAR 3,500 and ZAR 11,500 (USD 453 - USD 

1,488) have generally not been served9 and addressed their housing needs independently, 

representing substantial demand for rental accommodation and housing microfinance.  

Subsidy beneficiaries also require housing microfinance as the subsidised houses are too 

small to meet their needs (36 - 40m2 dwellings) and require further financial investment. 

These houses are typically built from brick and mortar and include secure tenure, water, 

sanitation and electricity. Due to the huge backlog and undersupply of housing, formal 

housing is usually overcrowded and informal dwellings are frequently erected in backyards. 

 

Housing microfinance is mainly used for home improvements in rural and urban settings and 

regardless of tenure security. It is a new area of finance in South Africa since the 

microfinance sector has primarily focused on enterprise and consumer loans. Participants in 

the sector are regulated banks (including large commercial specialist microfinance banks), 

thousands of institutions regulated as non-banks and thousands more unregulated 

institutions (including the popular community based savings clubs and money lenders).10  

 

Despite establishing various housing finance agencies, the South African government relies 

on private capital investment for the provision of financial services to the poor. This 

disregards the private sector’s apathy toward provision of services to a market segment 

which it generally regards as high risk. Government efforts to encourage commercial banks 

to finance low‐income housing, including the adoption of the Financial Sector Charter,11 have 

not impacted significantly although some private sector interest in has been sparked.  

Consequently the market gap in the provision of housing microfinance still exists and is only 

being addressed, at a minor scale, by a few microfinance institutions. 

South Africa: Relevant Development Indicators 

Human Development Index5i 0.683 

% Population below the $2 per day poverty linei 42.9% 

GDP6 in USD billions as at 2007i 283 

GDP PPP7 in USD billion as at 2007i 466.90 

GDP per capita in USD as at 2007i 5914 

Gini Index8i 57.8 

Population size 2009 in millionsii 50.1 

Average population growth rate 2005 -2010ii 1% 

% Urban population 2009ii 61% 

Urban population growth rate 2005 -2010ii 1.8% 

% Population with a lack of access to drinking 
water on their yard or plotiii 

7% 

% Population with a lack of sanitationiii 18% 

% Population collecting water from points 
located 30 minutes awayiii 

10% 
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The National Credit Act, introduced in 2007 protects consumers by regulating all forms 

consumer credit. The Act stabilises the credit environment and researchers have noted that 

‘recently, a more robust regulatory framework accompanied by consolidation and capacity 

building has led to the emergence of fewer, more focused and financially robust financial 

institutions offering housing microfinance that are on a sustainable growth path.’12 

 

 

Housing support products and services offered 
 

Key role-players and the nature of support 
 

Lendcor does not provide any housing support products and services. Their loans are used 

for various home improvements including laying new foundations, completing houses or 

making other small improvements like extensions, roofing etc.  The end-users of Lendcor 

finance are mainly located in rural towns where building standards are not enforced and 

planning requirements are often not applied. Clients obtain advice from staff at hardware 

stores on the nature and quantity of materials needed. Some also get advice from builders 

as their home improvement projects get underway. Lendcor does not track this in any way 

and cannot estimate the extent to which this occurs. 
 

Lendcor believes that residents in the rural communities where they operate are often 

networked enough to know the track record of suppliers and contractors. They consider their 

end-users to be astute enough to know when poor quality materials (especially cement or 

blocks) are being marketed to them. According to Lendcor the suppliers are also aware that 

their target market is small and networked and realise that unsatisfied clients will lead to 

reduced business. 

 

Lendcor’s end-users tend to either use local contractors or do the improvements 

themselves. Alternatively, some clients utilise a combination of the both options.  
 

Lendcor (Pty) Limited 

Geographic scope Located in Kwa Zulu Natal with a presence in 370 towns and villages in South Africa’s nine 
provinces. 

Vision To become a household name in the retail finance market, specifically in financing home 
improvements through a network of building supply merchants. 

Mission  To economically empower previously marginalized individuals. 

 To unlock the full potential of the affordable housing sector by providing housing loans 
to meet the needs of clients.  

 To provide added value to clients through alliances formed between Lendcor and other 
housing service providers, including government and non-government organisations, 
developers, building contractors and material suppliers.  

 To provide outstanding levels of service to clients.  

 To be the workers’ preferred choice for housing loans.  

 To provide a secure congenial working environment for staff.  

Type of institution Lendcor is a retail finance company which provides housing microfinance to end-users via a 
merchant network of building material suppliers and hardware stores.  

Sector A private company. 
Target market Materials suppliers and hardware stores in rural towns across South Africa. 

Loan book size Loans for the period January to December 2009 was ZAR 37 m (USD 4.8m) and the total 
value of loans issued since 2003 is  ZAR R170 m (USD 22m).  

Housing microfinance 
as a % of loan book 

90% 

Bad debt write-off 7.5% of portfolio 

Average loan size For non-pensioners: ZAR 4,200 (USD 543) and for pensioners: ZAR 1,000 (USD 129) 
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Lendcor does not pay the merchants any fee for the client 

referrals. The only incentive for the merchant is increased 

sales as the clients’ spending power is boosted by Lendcor’s 

loans. This indirectly helps Lendcor reduce loan diversion as 

the merchant is primarily interested in generating sales.  

 

Location of support, personnel and institutional 

arrangements 

 
Lendcor’s merchants, hardware stores and building material 

suppliers are located across South Africa. Their primary role 

is to facilitate the granting of end-user micro-loans through 

active marketing and referrals.  

 

Lendcor carries all the risk; their staff conduct 

comprehensive credit assessments, approve loans, and 

manage collections and defaults through direct interaction 

with the clients. Their head office (approximately 60 staff) is 

located in Durban.  They have about 180 staff, many 

located at Lendcor branded marketing booths at hardware 

stores. The booths, set up at the request of the store, 

provide in-store advertising of Lendcor’s loan products using 

promotional materials. Lendcor’s marketing team visit the 

stores monthly, keeping close contact with merchants and the Lendcor in-store advertising 

teams. 

 

The company proactively approaches material suppliers and hardware stores and contracts 

with them to act as merchants. Merchants identify clients in need of finance, inform them of 

Lendcor loan products, complete and submit loan application forms to Lendcor. They liaise 

with Lendcor and are paid directly by Lendcor for materials sold to the client. Clients repay 

Lendcor directly by debit order, through payments into Lendcor’s bank account, or through 

cash payments made at Lendcor collection points conveniently located at large supermarket 

retail chains like Shoprite or Pick ‘n Pay, or at branches of the South African Post Office or at 

some of the major commercial banks.   

 

Lendcor has an effective aggressive approach to marketing its loans. Apart from the in-store 

advertising, the company also regularly advertises through community radio and 

newspapers. They distribute thousands of leaflets about their products and branded public 

relations materials are distributed at Lendcor soccer tournaments in towns where they have 

a presence. This has built brand-awareness in the towns where Lendcor merchants operate. 

 

Accessibility of skills  
 

South Africa has a strong financial sector and financial skills are readily available in the 

country and accessible to a company like Lendcor. Skilled and semi-skilled builders and 

artisans with the necessary technical skills are also readily available across South Africa and 

can be sourced at competitive prices. Given the relaxed approach to planning regulations 

and building standards in the rural communities targeted by Lendcor, professionals such as 

architects, engineers and land surveyors are seldom needed by the end-users. Clients are 

assisted individually and the dwellings are free-standing single storey structures which 

FINANCIAL PRODUCT RANGE 
 
Lendcor provides retail finance through 
its network of merchants. They offer 
loans for building materials and have a 
small portfolio of furniture loans, 
established at the request of one of their 
merchants. Only loans for building 
materials are discussed in this case 
study.  
 
The maximum loan available is ZAR 
20,000 (USD 2,587). Loans are repayable 
between six and 24 months.  A new 36 
month loan product will soon be 
launched. Pensioners can lend ZAR 1,000 
(USD 129) over nine months. 
 
A fixed interest rate of 35%pa is charged 
on the loan balance. Administrative fees 
are also charged but none are charged 
to or paid to the merchant. 
 
Employment is not a prerequisite for 
accessing loans but borrowers must have 
a regular income which is taken into 
account when determining the loan size. 
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reduce the need for professional engineers, town planners and the like. Built environment 

professionals such as these are expensive and are scarcer in rural towns.   

 

 

Overall assessment 
 

Successful aspects of the approach 
 

Lendcor is active in 370 towns and villages servicing the rural population in South Africa’s 

nine provinces. The company has disbursed ZAR 170 million (USD 22m) since 2003 in 

approximately 76,000 loans to 66,000 clients for purchasing building materials. Lendcor’s 

borrowers have incrementally built quality homes, able to withstand the weather 

conditions.13 This loan portfolio has performed reasonably well with 7.5% of the loan book 

written-off as bad debt in the 24 months preceding March 2010. Lendcor has done this 

without the provision of housing support services and products. 
 

Lendcor’s business model was developed drawing on a depth of experience in South Africa’s 

finance and housing sectors. The model differs from that of a microfinance institution which 

engages directly with the client (the borrower or end-user) from origination of the loan until 

the debt is settled and where the client receives the loan funds. Lendcor uses the retail 

finance model and reaches its clients, rural households through merchants in a similar way 

as a vehicle retail financier reaches its clients through car sales companies. Lendcor’ 

merchants are material suppliers and hardware stores, this they feel ensures that the funds 

are spent on home improvement projects. Despite the possibility of the diversion of some 

funds into other construction projects, this innovative housing microfinance approach has 

proven effective for Lendcor given the growth in their portfolio and the relatively low rate of 

default.   

 

Lendcor’s information systems are very effective in supporting both their credit assessments 

and collections, and are integrated into the company’s accounting system. The company has 

invested substantial money and time in developing a system to support its operations; they 

say this investment has been an important contributor to their overall success.  

 

Main benefits of the approach mentioned by Lendcor  
 

Since the establishment of the company with Rural Housing Loan Fund support, the 

intention was to assist rural households to improve their housing conditions. Lendcor 

considers that by working through the merchants they are able to limit their operating costs, 

facilitate the company’s growth and direct their loans are into house building or at least 

other construction-related projects.  

 

Although Lendcor does not offer housing support services, it can be argued that the 

partnership with the suppliers and hardware stores ensures that Lendcor clients have 

access to sound advice. Lendcor actively and carefully manages their relationship with the 

merchants who are a critical part of their value chain. 
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Challenges and barriers to expanding operations 
 

Strategic positioning 

Experience taught Lendcor’s architects that many lenders fail due to under-capitalisation, 

weak or absent business models and a lack of systems to support the business. They 

recognised that weather conditions caused seasonality in both the repayment capacity of 

rural people (many still employed in the agricultural sector) and in construction. They 

realised from the outset that the clients needed small loans and that a strong capital base 

would be needed to cope with seasonality. Key to coping would be achieving a profit on a 

sustained basis.   They defined their business model clearly based on a thorough 

understanding of the market and its potential. Becoming profitable was a significant 

challenge and Lendcor focused on expanding their merchant base to reach more clients. 

They also cautiously contained their overhead costs in the early years while the company 

grew. They found that the market was very receptive as the building material supply chains 

understood the product they were offering. 

 

Although merchants were receptive they were concerned about Lendcor’s capacity to pay 

them. It was hard initially to get their buy-in and Ledncor invested, and continues to invest 

substantial time in building and maintaining relationships with its merchants to build trust 

and confidence. They developed a competitive edge by waiving the 5% service fee which 

their competitor was collecting – this also helped to build trust. 

 

Internal systems 

They were also cautious about borrowing capital and writing loans without putting in place 

strong systems to support credit assessment and collections. They made significant 

investments in their information systems, which they say was a significant challenge. 

Believing that many financiers fail due to weak support systems they spent a year carefully 

selecting, customising and testing their system.  

 

Key lessons arising and potential for replication 
Aspects of the model in this case study are suitable for replication. They should however, always be 

appropriately customised and adapted for different organisations and contexts. 
 

Lendcor disburses loans for purchasing building material on a profitable basis. The 

performance of its loan book and the growth of the company demonstrate the commercial 

viability of housing microfinance and of the company’s financing model. Lendcor’s retail 

finance approach is fully replicable in other contexts where building material suppliers and 

hardware stores already have a strong market presence. With some adaptation the model 

can also be used in situations where housing support services and products are offered 

either through one of the existing partners, a merchant or the lender, or through a third 

partner for example a specialist provider of support working with the lender and material 

supplier.  

 

Lendcor’s emphasis on strong information systems can and should be replicated elsewhere. 

Information systems are a critical element to improving collection rates which determine 

overall loan performance and ultimately affect the institution’s ability to attract more capital. 

The idea that information systems need to adequately support operations is critical in micro-

lending and the lesson is especially relevant in East and Southern Africa where many 

institutions have not achieved financial or operational sustainability. 
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Contact details 
 

Address 

Lendcor (Pty) Ltd. 

Suite 601, 6th Floor, 85 on Field 

Field Street,  

Durban, 

South Africa 

Telephone 

+27 31 310 7132 

Email 

jaitken@lendcorgroup.co.za 

Website 

www.lendcor.co.za  

 

 

List of acronyms and abbreviations 
 
etc.  Etcetera 

HDI  Human Development Index  

GDP   Gross domestic product  

m  Million 

m2  Square metres 

NHFC   National Housing Finance Corporation  

pa  Per annum 

PPP  purchasing power parity  

RHLF  Rural Housing Loan Fund  

USD   United States Dollar 

ZAR   South African Rand 
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