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THE DE SOTO ANGLE 
The TRPM study touched on the role 
of housing in entrepreneurs’ business 
strategies.  The study surveyed 400 
entrepreneurs in the townships of 
Cape Town, Joburg, Ekurhuleni and 
Ethekweni, and asked them to speak 
about how their homes cont ributed 
towards their businesses.   

The research found that the most 
common use of housing is as a venue 
for the business.  The majority of 
respondents who used their dwelling 
for business purposes ran their shop, 
crèche or office from their home, or 
used their home as the base for the 
production or storage of goods.  The 
use of housing as collateral, against 
which finance can be raised to grow 
the business, is virtually nil.  While 
about 68% of respondents said that 
their dwelling made it easier to start 
their own business, only three 
percent of these (about 8 
respondents) said it made it easier 
to obtain a loan.  

Q33. How did living in this dwelling make it easier 
to START your own business (68% of 

respondents)?
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Whether or not they used their home 
as security, few entrepreneurs 
access loan finance to start their 
businesses.  Only 15% (58 
respondents) of the entire sample 
said they had accessed a loan of 
some sort – and of this, only 36% (21 
respondents) said the loan had been 
from a bank.  Only three of the 400 
respondents included in the sample 
had a current mortgage loan and 
none of these said they had used the 
mortgage to start their business.  
The majority (87%) had used own 
funds – savings, pension payouts, 
retrenchment packages and so on, to 
fund their businesses. 

A central tenet of the De Soto 
argument is that housing plays an 
important role in facilitating access 
to finance.  De Soto writes: 

“Poor people save but they hold 
these resources in defective forms: 
houses built on land whose 
ownership rights are not adequately 
recorded and unincorporated 
businesses with undefined liability.  
As a result, these assets are 
insecure, cannot be turned into 
capital, cannot be traded outside of 
narrow, local circles and cannot be 
used as collateral for a loan, or used 
as a share against an investment.”  

Hernando de Soto, The Mystery of Capital 

The question is, would entrepreneurs 
want to put their housing up as 
collateral for a loan to start their 
business, or would they rather fund 
their business incrementally with 
smaller loans not requiring such 
security – or indeed, savings?  It’s 
hard to get a statistically verifiable 
answer from respondents when the 
opportunity for property-backed 
loans is already limited.  The TRPM 
study showed very clearly that the 
township property market is 
dysfunctional and that this militates 
against mortgage lending.   

Certainly, among the sample of 400 
entrepreneurs, 266 lived in houses 
they owned.  Of these, only 22% (58 
respondents) said they would ever 
sell their property.  To the extent 
that willingness to sell also indicates 
a willingness to put the house at risk 
in order to access a loan, it seems 
the demand for collateralised 
lending that De Soto argues is so 
critical, is actually very limited. 

And yet, speaking at the NHFC 
symposium last month on behalf of 
the Banking Council, Thomas 
Boardman said that he started his 
homewares store “Boardmans” in 
1980 with the capital he raised by 
taking out a second mortgage on his 
house.  An enormously risky 
undertaking, it was also fundamental 
to his being able to build a business.  
So how do we apply this to the 
townships? 

De Soto’s argument depends on 
there being a demand for 
collateralised loans.  But what is it 
that creates such demand among low 
income earners?  Given the volatility 
of South Africa’s economy and the 
erratic nature of their businesses, 
perhaps they’re right to be risk 

averse and protect their home at all 
costs.  Certainly this is an area 
requiring more investigation.  The 
TRPM study raised the lid on a 
cauldron of questions which now beg 
answering. 

Kecia Rust – TRPM Coordinator 

RESOURCES 

 
Launched just over 2 years ago, this 
industry endorsed website offers the 
commercial property industry a 
dedicated news and information 
channel. The Sapoa Online portal 
allows users to find property 
information from a broad cross-
section of industry sources in one 
convenient and easy to use online 
location.  Activity has surged with 
monthly traffic currently exceeding 
220 000 filtered page views and the 
number of business leads growing by 
the day.   

For more information go to 
http://www.sapoaonline.co.za 
 

NEWS FLASH: The household 
survey data from the TRPM 
study is now available on-line 
for free on the Eighty20 
Databases Consumer 
Information Portal. 

This web portal provides online 
access to up-to-date statistics on the 
South African consumer market. The 
service provides a user -friendly and 
flexible interface so that users can 
extract and analyse the data within 
seconds. The output of the extract is 
in the form of a Microsoft Excel pivot 
chart and pivot table. This format 
enables users to generate multi-
variate cross tabulations and to 'slice 
and dice' the data any way. Go to 
www.eighty20.co.za and click on the 
TRPM icon to try it out! 

 


