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ABSTRACT: Thisaticle gives adetaled prafile of the sdf-employed of Soweto, with
gender disaggregation, and with a comparison of human and socid capitd agpects with
those of the population a large. It is based on a household survey, carried out in July
1999 for the wider purpose of researching the human ard socid capitd of the Soweto
community in generd. This Sudy has the particularity that the sample of the sdf -
employed is based on sdf-ddfinition and probing: thus it indudes an unusudly wide
range, from established entrepreneurs to those who are carrying on some kind of money-
miaking activity to make ends meet (11% of the adult population are found to be sdf-
employed under the definition used in this sudy). There are specid sections on the use of
credit, on sokvel membership, comparing registered and unregistered businesses, and
profiling those who consder themsdves successful.



1 I ntroduction and notes on the data

This paper reports on one particular aspect of a household survey carried out in mid-1999in
Soweto, focusing on human capital and socid capita factors." The purpose of the study, which is
dill ongoing, isto understand and assess the implications of socid and human capita
accumulation on income generation in households.

The ingrument was in three parts: the first part gathered basic data on every member of the
interviewed household; the second, more detailed data on human and socia capita factors
relevant to the individual respondent. The third part was a specia section, to be administered to
respondents who had aready completed the second part, and in the course of it had described
themselves as “ self-employed or [engaged in] informa money-making”. The bulk of the data
andysed in this report is derived from this third section of the survey instrument; at the same
time, there is of course extensive cross-referencing to persona information extracted from the
first and second parts.

The survey design did not aim to administer the additiond entrepreneurship questionnaire (the
third part) to every self-employed household member (this would have necessitated a number of
appointments for return vigits). The am, instead, was to administer it to a sample of about 200, by
indructing interviewers to administer it to the first two saf-employed respondentsin each batch
of ten households. In the end, the total number of Part 3 questionnaires came to exactly 200; a
further 51 respondents described themselves as self -employed, but were not administered this
questionnaire since they were not among the first two self-employed respondentsin their batch.
The totd number of household members (respondents and others) reported as salf -employed was
324. Thusthe total usable sample of the sdlf-employed is either (a) 326, for basic data that can be
extracted from Part 1 (household level questions); (b) 251, for questions that can be answered
from Parts 1 and 2; or (c) 200, for questions that involve Part 3.

All percentages and proportions, to the extent possible, are caculated with survey design and
finite population corrections (where thisis not possble, due to insufficient observations in one or
more srata, it will be indicated). As aresult, where both absolute figures and the corresponding
percentages are given, they may appear to be inconsstent with each other, since the correction is
applied to the percentages but not to the absolute figures.

A cautionary note should be made regarding the randomness of the sample. The survey was
planned in such away as to randomize as far as possible the chances of finding the full-time
employed and the sdlf-employed at home, thus having a balanced sample of them among the
respondents. This seems to have been largely achieved for persons with full-time employmernt,
whose percentage among respondents is 30%, as againgt 32% among al members of the surveyed
households. However, the proportion of the self -employed among respondentsis 22%, as against
11% in the total adult sample. Thus, the sample might be distorted in favour of the “ part-time
sdf-employed”, i.e. those who are more likely to be less committed or less successful. It istrue
that the salf-employed are more likely to work a home (76% report that they have no separate
business premises, athough of course much of their activity would take place in public places);
dso, only 15% of sdf-employed respondents report spending 30 hours per week or less at their
money-making activity.

1 A general descriptive statistical report on the findings of the whole study can be found in ERSA policy
paper no. 4 (2000).



Thereisdso adight sex bias. While women make up 52% of al self-employed household
members, they make up 59% of self-employed respondents (116 women asagainst 84 men)®. One
assumes that this reflects the tendency of women to spend more time at home than men, thus
being more likely to be interviewed in a survey.

2 Generd findings

2.1 Number and age of the selfemployed

The number of persons whose activity is reported as “ self-employed or informa money-making”
IS 324 persons, or 11% of adults: 153 men and 171 women. The mae/femaeratio of the sdif-
employed is the same as that of al adult household members.

Thefigure of 11% is higher than the comparable (but not equivalent) ones found in eg. Wits
(1997) (3.3% of adults self-employed) or Mears et d. (1994) (7.4% of heads of households
“informally active’). This was expected: this sudy applied awider definition of this category,
aiming to include al persons exercisng a non-saaried remunerative activity, from part-time

small activities for making ends mest, to large-scale businessmen. To achieve this purpose,
interviewers were asked to probe al those classified as “ unemployed”, changing the classification
to “sdf-employed” if the subjects were “filling in their time”’ with some economic activity, even
on apart-time basis.

It isimportant to note that even so, there appears to be considerable additiona money-making
activity, on the part of persons who do not classify themselves as self-employed, thus are not
included in the above percentage. This was picked up in a question on how respondents make use
of their time on aweekly basis. 23% of the respondent group comprised of full-time students, the
unemployed and pensioners - thus approximately and additiond 9% of respondents - report
spending more than 30 hours aweek “working for money”. This could be ether (a) an unreported
sdaried job, (b) acase of family members helping out one “declared” micro-entrepreneur in their
midst, or (c) independent informa economic activity. Supposing that about athird of the 9% are
in fact working at an unreported sdaried job (thus not in salf -employment), one might guess that
there may be an additiona 5-7% among the adult inhabitants of Soweto, who are involved
substantially (more than 30 hours aweek) in informal business and money-making activities,
increasing the total from 11% to about 17%; and this figure till does not take into acoount
“moonlighting” by those who are dready employed.

Nor does the above figure include money-making activities by childen under 18. It needsto be
noted that, of the 1082 household members aged under 18, only four children under 18, dl
belonging to the same family, were described as self -employed. (And there were only three listed
as employed, onefull, two part-time.) Thisisfactudly improbable, but it is an interesting
indication of atitudes, i.e. that people in Soweto do not readily acknowledge the redity of child
labour and the informal economic activities of children.

The age profile of self-employed respondents is set out in Figures 1(a) and (b). It was found
useful to compare it with the age profile of other labour market participants (LMPs) (i.e. those
employed part-time or full-time, and the unemployed: thus excluding students and pensioners). In

2 Thereisalso asex imbalance, but smaller, among all respondents. 58% of all respondents are women,
athough they make up only 54% of al adult household members.



Figure 1abdow, dl sdf-employed are compared to al other LMPs, while Fig. 1b showsthe
gender-specific age profile of the self-employed. It is clear that the age profile of the self-
employed is higher than that of the others, and not only because of the number of pensioners who
aso carry on money-making activities; dso, the mae/femae ratios change visbly in the different
age-groups, with women in their “prime” working years (20-50) sgnificantly more likely than
men to be self-employed. Since sdf-employment iswiddy used as afal-back solution for the
unemployed (see section 5), thisis probably caused by the higher unemployment rate among
women.

Figure 1a: age profile of the self-employed, compared to other labour market
participants (LMP)
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Figure 1b: genderdisaggregated age profile of the self-employed
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The mean age of sdf-employed respondents is 44.5 years (women 44.5, men 44.6): thisis
sgnificantly higher than that of other labour market participants, which is 37.9 years (women
38.1, men 37.8). Note that the mean age of self -employed respondents is dso significantly higher
that the mean age of dl self-employed household members: 41.6 (women 41.3, men 42).



2.2 Education, training and experience

Table 1: Education levels of the self-employed and others®

All self-employed household Entire sample (household
members members 18 and above)
Leve Total Men Women Total Men Women
Percentage percentage
Standard 1 or less 3% 3% 3% 3% 3% 4%
Standard 2 — 5 19% 16% 22% 14% 14% 14%
Standard 6 10% 8% 13% 10% 9% 10%
Standard 7 7% 7% % 6% 6% 5%
Standard 8 15% 1%  13% 12% 12% 12%
Standard 9 13% 1% 13% 11% 12% 11%
Standard 10 23% 2% 20% 29% 30% 28%
Technicd college/ 1% 1% 1% 1% 1% 1%
artisand certificate
Post-matric 5% 5% 5% 5% 4% 6%
certificate/diploma
Technikon/universty 0% 0% 1% 3% 3% 4%
(uncompleted)
Technikon/universty 2% 2% 2% 7% 7% 6%
degree

Figure 2: comparison of education levels (cumulative figures)
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The above cumulative summarized figure, and the more detailed table, give a picture of the
education profile of the sdlf-employed, compared to the whole sample.

3 Thesedataare generated without survey design adjustment, since the sample of the self-employed istoo
small toinclude sufficient observations in each sampling unit. The datafor the entire sample thus differ

dightly from those found in ERSA (2000).



The results show that saf -employed persons tend to be dightly less educated, and with a
somewheat different education profile from that of the population at large, tending to be of middle
educeation (Std.2 to Std. 9) rather than matric or above. This differenceis highly significant.

Gender disaggregation of education profile: Sdf -employed women have adightly but
sgnificantly lower education leve, just bdlow Std. 7, while self-employed men average well
above .7. (The overadl mean for respondents aged 20 or above, is exactly Std. 8). The
differences within the detailed educetiond levels shown in Table 1 above are too smdl to come
out clearly, and none are gatisticaly significant by themsdves, but the following teble,
summarized from Table 1, show differences that become statistically highly significant.

Table 2: gender differences in education of the selfemployed

Educational level % among self-employed men % among salf-employed women
SdI1I-6 25% 38%
Sd.7-10 65% 53%

An atempt was made to identify people who appear to be doing, or to have done, remunerative
work at the same time as education. Of the 96 respondents who gave their activity as full-time
education, 31% report working 30 hours per week or more for money; and 14% of the sdf -
employed, report spending more than 2 hours per day studying. This does suggest a substantia

number of people “doubling up” their activities.

Additional training courses taken. Thereislittle difference between the self-employed and
othersin this regard: 59% of the sdlf-employed, and 58% of dl other respondents, have attended
at least oneforma training course. The disparity between men and women — 68% of men, but
only 49% of women have atended an additiond training course— recurs in the same proportion

among the sdf -employed.
Categories of training differ sgnificantly in two aspects:

business skills training is found twice as often among the self-employed than
others, but Hill with avery low incidence: only 15 out of the 200 (9 men and 6
women), have had such training. (This congtitutes 6% of the self-employed, as
againgt 3% of the others).

clericad skillstraining accounts for only 11% of al courses reported by the slf -
employed, as againgt 25% among the others.

Informally-acquired training. Respondents were asked about other skills that they had acquired
informaly, from their family or an informa gpprenticeship or on-the-job training. The sdf -
employed reported significantly more such training: 60% of sdf-employed respondents, as

againg 47% of the others, reported having acquired some skill informaly. Women reported
sgnificantly more informa training than men (72% as againgt 43%), since they tended to

mention household skills (cooking, sewing) that can a so be used for money-making.

Asfor the categories of kills acquired informally, surprisingly, only 8% of the self-employed
mentioned business skills. The difference comes from household skills: 34% of the sdlf-employed

mentioned these, as against 20% of the others; overall 84% women and 16% men. In fact,



roughly one-sixth of self-employed womeri' seem to use these skills for their present business;
and these women become more aware of them as red Kills.

Business experience. Asafina assessment of their level of knowledge, respondents were asked
how many years of total experience they have in being in business on their own (not necessarily
their present business). Their answers sum up as follows:

Table 3: business experience
Y ears of experience Frequency Percentage = Cumulative percentage

Tyear or less 15 8% 8%

2-3years 40 22% 30%
4 -5 years 49 2% 57%
6 —10 years 38 22% 79%
11- 20 years 23 17% 96%
More than 20 years 7 4% 100%

The women's mean for years of business experience is below that of the men, but the difference
is not gatigticaly sgnificant.

23 Size and details of business operations

Figure 3: size of operations.
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Of the 200 respondents, 110 reported a turnover of less than R 50,000 per year, while 25 reported
between R50,000 and R 150,000. Only 3 persons reported a higher turnover; 41 did not know
their turnover; and 20 declined to answer. (The accuracy of these responses may be questionable,
either due to ddliberate misrepresentation, or in some cases to unclear understanding of the
concept of turnover.) A crosstabulation with other characterigtics of the business suggests, as

* No precise figure can be given, since the coding of the questionnaires combined businesses that are based
on household -type skills and those using other technical skills. This estimate was made by inspecting a
random sample of the original questionnaires, which do have this detail.



expected, that the mgority of those who do not know their turnover are the untrained, survivaist
sdf-employed, while those who decline to answer tend to be the larger businesses.

Women are very weakly represented “at the top”. Of the 116 self-employed women respondents,
only 4 reported a turnover above the minimum, while 22% (as against 14% of the men) did not
know their turnover. Those who declined to answer were in the same percentage as men.

Number of employees. An dternative indication of business szeis given by the number of
employees reported: 68% had none, 21% less than five, 7% had 6-10, and three respondents (1%)
reported more than 10. Only 3% declined to answer this question. (On a cautionary note, the
question referred specificaly to “employees’, thusit did not cover informa family help.)

The difference between men and women is significant here. Only 20% of women, as against 48%
of men, report having any employees. 9 women (8% of salf-employed women) have more than
five employees, as againgt 14 (14%) of men. Also, sgnificantly more men than women declined

to answer this question (6% as againgt 1%).

Legal status of the business.

Table 4: status of business, by sex

All Men Women
Unregistered, your own 1% (140) S%%(52) 80% (89)
Family busness 1% (35 22%(18) 13%(17)

Regigtered, pty. or partnership % (19) 13% (9) 7% (10)
Regigtered, as altd. company 3% (6) 6% (5) 1% (1)

Unsurprisingly, women's businesses are far more likely to be unregistered individual enterprises.
The differencesin the first and fourth rows in the table above are satidticaly significant.

Operations. The mgority of busnesses (76%) do not have separate premises. 68% of men and
81% of women work from home. 33% of men and 32% of women have a telephone.

Banking and accounting. Here the differences between men and women are striking, shown in
Figure 4 below.

Figure 4: banking and accounting practices
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18% of men, but as many as 42% of women, have no bank account & al; 62% of men and 57%
of women have a savings account only; 19% of men, but only 1% of women, have a current
account. Only 10% of women, as against 34% of men, report having a separate bank account for
their business. Lastly, 44% of men, but only 14% of women, report that they keep separate
accounting for their businesses, i.e not mingled with their household accounting.

24 Categories of activity

Figure 5: categories of activity, (a) all self~employed; (b) by sex.
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The mgority of respondents (53%) described their business asretal sdlling. Thisactivity is
sgnificantly more frequent not only among women, but in the lowest turnover category (58%) and
among those who do not know their turnover (68%). There were only 3 respondents in the categories
of wholesale or commercia agents or finance/business services (al reported aturnover less than
R50,000 but at least one employee); these have been added to the miscellaneous category. This
category, most commonly comprising services such as hairdressing, represented 13%.
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2.5 Motivations and perception of success

Figure 6: reason for having started own business
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Motivation. The data support the “conventional” perception that the maority of sef-
employed persons in Soweto are not primarily motivated by entrepreneuria aspirations:
74% report having started in business on their own as aresult of unemployment. At the
sametime, there are 21% who started because they saw a specific business opportunity,
and 3% were motivated by a generd desire to be in business on their own: thus, 24% of
the self -employed appear to have genuine entrepreneuria motivations. The breskdown
by sex isshown in Figure 6.

Perceptions of success. Two questions serve to give a picture of the respondents’ sense
of success at their enterprise. Firdt, astraight qu estion was asked about whether the
respondent considers him/herself very successful, successful, just able to make aliving,

or not redly able to make it. The responses are shown in Figure 7.

Figure 7 : perception of success, by sex
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On the basis of the responses, it appears that 49% of the self -employed consider that they are just able
to make aliving, and 5% admit that they are not redlly able to make it. In contragt, thereis an
encouraging percentage of 14% who consider themsalves very successful, and a further 32% think
they are reasonably successful. There is a significant difference between men and women, as shown

in the figure.
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The second question was formulated as follows. “If you were offered afairly secure job & R xxx per
month, would you leave your business?’ (Interviewers started with R 500, and if the reply was
negdtive, they went up by steps to a maximum of R 20,000.) The results are shown in Figure 8.

Figure 8: value placed on business, by sex
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Thiswas atricky question to administer correctly, so these figures may err to some extent on the side
of overgtating the vaue of businessesto their owners. Still, even so the picture seemsfairly reiable:
the correlation coefficient between perceptions of success (the previous indicator) and the value
placed on one' s business (this question) is .41 (.51 among men and .32 among women). (Of thefive
entrepreneurs who consider themsalves very successful but who would give up their business for a
job a R500 a month, al are women.) In each of the four success categories, men averaged an entire
category higher in their wage requirements in exchange for giving up their business, than women (i.e.
for example, of those who described themselves as very successful, the men’s moda sdary
requirement was R 10,000, as againgt R 5,000 for the women.) This indicates that women
entrepreneurs are generdly content with significantly lower incomes than men, irrespective of how
successful they see themselves to be.

2.6 Perceptions of general and own problems

An open question was asked about the two biggest problems facing entrepreneurs in Soweto, and
about the respondent’sown two biggest problems. The responses were coded into the following
categories.

1—lack of credit

2 —lack of knowledge

3 —lack of entrepreneuria skills (marketing, planning, budgeting etc.)

4 —crime/ fraud

5 — problems with employees (poor qudity, discipline, cheeting)

6 — high cogts

7 - competition / lack of customers

7 —lack of space to work

8 — infrastructure problems (transport, post and telecommunications, roads etc.)
9 —others.

The results can be tabulated as follows:



Figure 9: compared perception of general and own problems
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Two observations can be made from the above figure. Firgly, the notorious crime problem is given
much less emphasis at a persond level than at the generd level. One explanation may be that media-
driven perception plays a sgnificant role; on the other hard, it is dso possible that thereisan
acceptance of this problem as an unavoidable redlity, not influencing persond behavior. (It should
aso be noted, from answers to alater question, that the most serious aspect is perceived to be violent
crime, not crime againgt property. It isworth reminding that this is not normal in the globa context,
but confirms starkly the seriousness of the local crime Stuation).

Secondly, the main problem cited at the persona level (and seen as second most important at the
generd level, too) isthat of excessve competition and lack of customers. This may support the well-
known perception that there is much faulty business planning and economicaly unsustainable
business activity; on the other hand, it may be objectively true, as suggested by the fact that the most
successful entrepreneurs mention this problem more often than the others.

2.7 Perceptions of entrepreneurial qualities

Respondents were asked to pick, out of alist of sx, the two qualities which they fdlt to be the most
important for an entrepreneur; then they were asked to pick, out of the samelig, their own two
strongest points. The categories were defined as:

- uck;

- good business contects,

- good education/training;

- courageto takerisks,

- drong character; and

- goaod relationship with family/community.



Figure 10a: perceptions on entrepreneurial qualities.
(percentages represent the respondents who made those choices. They add up to 200 (+- 13

rounding), since each respondent could make two choices, without priority.)
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“Strong character” and “education/training” refer to generic and to speciaized human capita
respectively, and “ courage to take risks’ specifically to entrepreneurid quality, an aspect of
human capitd. Similarly, “reaionswith family/community” refersto “traditiond” socid capitd,
while “contacts’ is“modern” socid capitd. It isinteresting to note that the “modern” qudities are
the ones more highly prized at the general level, suggesting that there is agood understanding of,
and aspiration towards, the “modern” forms of economic interaction. On the other hand, the more
generic, “traditional” forms of socia and human capitd are perceived as being actualy possessed
to a somewhat higher degree.

Figure 10b: perceptions of own entrepreneurial qualities, by sex
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The differencesin how men and women rate themselves, are not that large, and they correspond
to norma stereotypes. women see themsalves better at family and socid relaions, menin
strength of character. It is particularly interesting to note that both sexes rate themselves dmost
equaly —and highly - as regards the courage to take risks.

Profile of those who mention each particular quality. A correlation tablewas generated to see
the links between the perceptions of the relaive importance of these six qudities, both in generd
and as own strong points, with other characteristics of the respondents. Here is a summary of the
sgnificant links (but note that al of them are rdatively week, R= .2 to .4) that were found:
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Luck: Negative link with level of education.

Education/training: Interegtingly, isnot linked with respondent’s level of
education, but it islinked with vauing entrepreneurid skills.

Courage to take risks: Negatively linked with age: older people seem to give
lessimportanceto it either as a genera virtue, or as an own asset.

Strong character: Pogtively linked with age, and negatively linked with
valuing the courage to take risks: older people seem to subdtitute this value
for the more modern concept of risk-taking, both as agenera virtue and asan
OWn asset.

Good relations with family/community: The perception of having this qudity
—and, to alesser extent, valuing it in generd - is negatively correlated with a
number of indicators of good entrepreneurship: Size of turnover, separate
business accounting, valuing business contacts, vauing the courage to take
rsks.

2.8 Perceptions of general and own needs.

Respondents were asked to list, out of a possible seven choices plus an open choice, the three
most important things thet they felt would improve their business. Next, some additiond detalls
were elicited about the three items chosen.

The choices were distributed as follows:

Number of times Percentage

mentioned mentioning it
1. Lesscrime 134 62%
2. Remove unfair competition 107 51%
3. Further education/training 99 50%
4. Easer accessto loans 34 42%
5. Better infrastructure 64 32%
6. Better trust among ourselves ) 28%
7. Better laws and regulations 27 14%
8. Other 6 2%

(Reminder: the apparent distortion of the percentages is due to survey design correction.)

The questions of detail, asked of each respondent who chose a particular item, are summarized
and briefly discussed below. [Note that thereis afairly large percentage of blank answersin al
sections: possible interpretations are offered in each case. Also note that survey design correction
was not applied in the following section, since in some categories the samples are too smdll ]

Reminder: in the discussion that follows, the main topics are in order of importance, with 134
respondents making up the sample for the firgt, and only 27 for the last.

- Less crime . of those who ligted it, 42% were concerned with violent crime, 31% with common
theft, 8% with cheating by employees and customers, and 3% with theft, harassment and
blackmail by officids. (7% gave no detals.) Two points to note here: firgtly, the preponderance
of fear of violent crime (dready commented on earlier in this paper); secondly, the large
percentage of blank answers, which may contain some selection bias. One can speculate on a
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downplaying of the last choice, i.e. harassment by officids (due to mistrust of the interviewer),
or of blackmail (if family members were present at the interview).

- Remove unfair competition: 30% of those who listed it blamed foreigners or other ethnic groups,
25% other businesses like themsdlves, 19% criminds and and others who can bully them; only
11% blamed big business. 6% gave no details. The high percentage of those who blame
foreigners and other ethnic groups is disquieting, and may deserve further andysis. Again, the
percentage of blank responsesis high, and may mask further evidence of xenophobia (either
interracia or interethnic, since the interviewers were often not of the same ethnic group asthe

respondent.)

- Further education/training. 71% of those who ligted it (and 36% of dl sdf -employed) felt the
need for business training and 15%, for technica training (described here as. how to improve my
product a make it in new ways). 5% expressed other needs, and 2% gave no details. (NB thereis
no difference between the expressed training needs of those who have already had some business
training, and those who have not.)

- Easier access to loans: the mogt frequent problem is perceived to be high interest rates (6296).
Next comes lack of security (mentioned by 20%), complicated procedures (11%) and the
perception that no one has money to lend (5%). No one chose the option “lenders don’t trust us
enough”’, nor the free answer option.

- Better infrastructure: the main problem was fdt by 42% of respondents to be public transport,
followed by water and dectricity (24%). Telephone and postal services were mentioned asthe
main infrastructure problem by 10% and 7% respectively. 8% gave no answer.

- Better laws and regulations: this did not seem to be consdered a particular priority. Of the 27
who did lig this problem, 13 (48%) fdt that the main problem was law enforcement, and 3
thought that there are too many laws and regulations in general. Two persons wished for more
regulation of prices and wages, and 4 fdt that existing legidation is not fair to them. 5 gave no
details.

3 Specid issues
3.1 Use of credit.

This group of questions resulted in relatively few responses. Only 79 out of 200 (39%) reported
ever having taken out aloan (48% of sdf-employed men, 32% of women — the differenceis
datigticdly highly significant); athough the question specificaly targeted dl forms of informa
aswell asformal credit. Respondents were asked a series of questions about the most important
loans they had taken out in the past, with the possibility to describe up to three loans. Only 5 out
of the 79 respondents reported on two loans, and none reported on three. Thus the total sample of
loan+takersis 79, and of loans, 84.

[Note: for the remainder of this section, the figures are not adjusted for survey design, sincethe
sampleistoo smdl to give a sufficient number of observations per sampling unit.]
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Figure 11a: size distribution of loans, total
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Size of loans: The average Size of loansis shown in Figure 11a. Loan Sze varieswiddy
depending on the source of the loan; these differences are shown in Figure 11b.

Figure 11b: size of loans, by source
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The sze digribution isthe same as in figure 11a: the first bar represents loans under R100, the
second loans between R100 and R1,000, the third loans between R 1,000 and R 10,000, and the
fourth, loans over R 10,000. Note that the area under each graph gives an immediate visual
indication of the relative number of loans from that source.
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Figure 12: sources of loans, by sex
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Sources of loans: The mgority of loans (34%) were from family, followed by bank loans
(25%). Friends accounted for 17%, while rotating credit groups (stokvels etc.) made up 10%, and
moneylenders, 8%. Other sources — cooperatives, development projects etc. — made up 6% of
loans. Figure 12 shows up the consderable variation of sources of loans, by gender.

Uses of loans: The overwhelming mgority of loans were used for start-up or expansion
operations: buying capita assets (37%) or raw materids/'stock (52%). The remaining11% were
used for recurring expenses (salaries, hills, taxes etc.) and other uses. Note that women used
significantly higher percentage of their loans for raw materiads/stock than men (62% of loansto
women, as againgt 43% of loans to men), which may be due to the different mix of categories of
women'’ s enterprises (see Figure 5b).

The repayment period :0f most loans was one month to a year (35%), or over one year (41%).
8% were short-term loans of |ess than one month, and 16% were revolving credit arrangements

which do not cal for repayment. Thereis a bardly significant difference between the sexes,
women tending to take more loans with a repayment period of lessthan ayear.

Security: 36 loans (55%) were unsecured, on the basis of mutua knowledge and trust, and a
further 11(17%) were unsecured because of being revolving credit arrangements. (None of these
were bank |oans.) 8 (12%) were mortgage loans, from banks or business devel opment
organizations. The remaining 10 were secured through pawn or other arrangements. No
sgnificant difference was found between the sexes.

Informal credit arrangements: rotating credit and family loans: A mgor inconsstency was
found in the replies regarding credit arrangements, which seems to throw new light on family
credit arrangementsin Soweto.

It iswell known that stokvels and revolving credit arrangements are a magjor source of finance
among the Black communitiesin South Africa The questionnaire’ s credit section included three
different multichoice questions which would identify such credits:



18

- adirect question about source of the loan, where one of the choices was “informa credit
group/stokvel/etc.”;

- aquestion about the kind of security required for the loan, which included the choice
“none, since the loan was arevolving credit”;

- and aquestion about the repayment period, again with the choice “none needed, the loan
was a revolving credit.”

It was expected to find a strong correlation in the identification of revolving credits in the three
questions. Ingteed, it was found that only one loan was described as arevolving credit under a//
three questions. However, out of 84 loans, 24 were identified as revolving loans on the basis of at
least one of thethreeindicators. In total:

- 8 weredirectly identified as loans from informa credit groups (stokvels etc.);
- 11 were reported unsecured because of being a rotating credit scheme;
- and 12 were reported as not needing repayment for the same reason.

Of the 8 loans identified as being from informal credit groups, 7 were described as not needing
security “because the lender knows and trusts me” rather than on the basis of being revolving
credits — these can be classified with some confidence as also being genuine stokvel-type credits,
and reinforce the perception of stokvels as smal highttrust communities. The eighth was the one
with al three answers maiching. Also 3 loans from friends were identified asrotating loans on the
basis of the other two questions, and these again can be supposed to be informal stokve-type
loans, with the same perception. These give atota of 11.

But in addition, 13 loans from family areidentified as rotating credit arrangements on the bas's of
the answers to at least one of the other two questions (9 were not repayable, and an additiond 4
were repayable, but were identified as rotating under the question on security arrangements). It is
difficult to draw the line between loans, rotating loans and gifts when they originate within a
family; but it is probably best to accept them as rotating loans if the respondents classified them
s0: presumably, they represent a solid future obligation. This raises the possihility thet, in

addition to the better-known stokvel and burid society credit arrangements, the family (probably
in an extended sense — the questionnaire did not clarify this) may be a Sgnificant source of
rotating credit, i.e. mutua obligations to finance each other when needed.

3.2 Ineffective demand for loans

Three questions tried to probe this issue: the answers are summed up in Figure 13.

Figure 13: ineffective demand for credit
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The first was whether the respondent would accept a suitable-sized loar? if it was offered to them
at the present moment at reasonable terms. 61% of respondents would accept (58% of men and
63% of women — though the difference is not significant, it is interesting that women are, if
anything, more inclined to accept loans rather than less). Of those who would accept it, 28%
would useit on capitd outlay and 56% on raw materids or sock: again no sgnificant difference
between the sexes.

The second question was about having been refused a bank loan in the past. 17% of respondents
(34 persons) report having asked unsuccessfully for a bank loan before: 11% of men, but 20% of
women (the group was too smdl to achieve statistical significance). The main reason given for
refusa, by both sexes, was lack of security (67%). Few mentioned doubt about their ability to
repay (12%), or other causes. Of the 34, 21 did not report ever having received any loan (see
previous question), while 11 reported loans from other sources. (Two did receive abank loanin
theend.)

The last question was. had the respondent ever avoided going to abank for aloan, even though
he/she needed it; and if S0, give up to three reasons why? 92% of respondents (181 persons)
responded in the affirmative, with little difference between men and women. The reason cited
most was high interest rates (mentioned by 64% of dl respondents) and lack of security
(mentioned by 60% - 58% of men and 63% of women). 32% of respondents felt that the
paperwork was too difficult, 25% expressed a preference for other sources of loans (35% of men
and 18% of women), and 20% had the perception “banks don't lend to people like me’. (Note:
differences between the sexes are mentioned if, and only, if they are statistically significant.)

Those who reported having avoided asking for a bank loan show no significant difference in their

overdl borrowing profile from the generd population of entrepreneurs. Even the overdl use of
bank loansis only dightly smdler among this group (6% as against 9%).

3.3 Correlation between credit use and membership in revolving credit societies (stokvels)

Thisissue was singled out for exploratory anaysis, because of some interesting results that came
up during the first analysis of credit data. °®

As dready noted, 39% of the self -employed have used credit at some time (the tota number of
loans reported is 84). As expected, stokvel members (33 out of the 200) make more use of credit
to ahighly significant extent: 21 out of 33 (64%) have made use of credit.

It was found, however, that thisincreased percentage is not due to stokvel “loans”. The loan
taking profile of stokvel membersis contrasted with that of non-membersin Figure 14.

® Interviewers were trained to “offer” aloan of asize that was appropriate to the sze of the respondent’s
business: either R 10,000 or R 100,000.

® Revolving credit societies, mostly known by the name of “stokvels’ are acharacteristic feature of social
capita in South African urban life. They work on the priniciple of regular contributions, and periodic
release of al the accumulated funds to one member, in turn or according to particular criteria. They have a
strong social function as well, with frequent meetings and the fostering of reciprocal acquaintance and
trust. Thereis some overlap between “burial societies’, whose chief objectiveisto provide akind of
insurance for burial expensesin case of death of aclose family member (but which can also serve as
sources of credit), and stokvelsin general; in this section, only those who identified themselves specifically
as stokvel members, rather than members of aburia society, are analysed.



Figure 14: loan-taking profile of stokvel members and non-
members
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No sgnificant difference was found in the use of stokvel loans by members of stokvels and those
who are not. This suggests, first of dl, that the receipt of stokvel fundsis not considered aloan;
however, since no matter how it is defined, it is a periodic source of large sums of money, the
correlation with the use of credit in generd should be negative, i.e. stokvel members might be
expected to use less credit from other sources. Instead, the findings indicated clearly that the
opposite isthe case. Stokvel members:

- usedgnificantly morecredit in genera (64% as against 39%);

- take dgnificantly more bank |oans (26% as againgt 7%);

- take dgnificantly more loans from moneylenders (11% as against 2%);

- show no gatigticaly sgnificant difference in their use of loans from family and friends;

- gokve members using loans from cooperatives or business development organizetions
represent too small a sample for reliable conclusions (one person).

The gender biasin stokvel membership is moderate: 14% of self -employed women are stokvel
members, as againg 20% of men. (Among the entire survey sample, i.e. not only the self-
employed, the proportion of sokvel membersis 16% of men and 11% of women.) Other factors
were investigated but the differences are not significant: age, turnover, perception of success.

The correlation between stokvel membership and the higher level of loanttaking could be
indirect, i.e. due to some other variable that influences both loantaking and stokvel membership.
Although some gatisticaly sgnificant links were found — higher educetion, better planning for
the future, more training — these do not gppear to be plausible direct causes for higher stokvel
membership rates.

Conclusion: itispossible that sokvel membership has the characteristics of acollateral in
Soweto business life: namely, that it serves as security for loans, either through the guarantee of a
sizeable incoming sum in aforeseesble future, or generdly as an indicator of trustworthiness.
Then the corrdations that were found could be ascribed to the fact that better educated and
savvier business people actively seek to join Sokvelsin order to benefit from these advantages,
and make use of the expanded credit possihilities that thus open up to them.

3.4 A comparison of registered and unregistered businesses
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175 (88%) of the respondents’ businesses are unregistered, being either individua (140) or family
businesses (35). 25 are registered, 19 as proprietorships or partnerships, and only 6 as companies.

Figure 15: turnover profile of registered and unregistered businesses
(N.B.: the percentages refer to the percentage of registered/unregistered businesses that fall into that size category.
The absolute frequencies of unregistered businesses are much larger, in comparison to the registered ones: too large, in fact, to
show on the same axes.)
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Gender disaggregation; 62% of unregistered businesses are owned by women, whereasonly 11
(36%) of the 25 registered businesses are owned by women. Even with the small size of the
second sample, the difference is highly significant.

The business category profile is summarized in Table 5 below.

Table S — Category profile of registered/unregistered businesses

Frequency Percentage Frequency Percentage
(registered) (registered) (unregistered) (unregistered)
Manufacturing 2 8% 20 11%
Construction 6 24% 5 3%
Retail sdlling 8 32% 98 56%
Catering/ 0 0% 15 9%
accommodation
Transport, storage, 5 20% 17 10%
commun.
Finance/business 2 8% 1 1%
services
Other (misc. services 2 8% 19 11%
etc)

Perception of success:Thereisapostive correlation (R = .4) between the rate of perceived
success, and being aregistered business. 91% of registered business owners describe themsalves
as a least moderately successful, as against 40% of the others; and 55% describe themsalves as
very successful (as against 8% among the non-registered).



The correlaion remains (at R = .31) if one andyses only the smallest-turnover category plus
those who don't know their turnover. In this group, 68% d the registered till see themselves as
successtul, as against 32% of the unregistered.

The correlation between registration and perception of successis confirmed by testing against
household expenditure levels, which average R 2,837 per month for households attached to a
registered business, as againgt R 2,293 for unregistered ones. (The unadjusted mean household
expenditure for the entire survey sample is R1,873) Note that even in the 8 cases where registered
businesses reported turnovers lower than R 50,000, the average monthly expenditure of their
household is R 2,843.

Education and training: The formal education level of those having registered businesses is
significantly higher, by two years, than that of the unregistered: it isin fact dightly (but not
significantly) higher than that of the population as awhole. (As noted earlier, the education level
of the self -employed in generd is Sgnificantly lower than that of the population.) Of the 25
respondents owning registered businesses, 10 have completed Matric; of these, 2 have a post-
Matric certificate, and one has a university degree).

Asregards other training, 21 out of 25 (84%) had attended &t least one forma training course, as
againgt 43% of al respondents, and 59% of dl the salf-employed. Categories of training are
broadly similar among registered enterprise owners, unregistered enterprise owners and the
sample at large, even as regards entrepreneurship skillstraining. Levels of informal training and
self-education show little difference.

3.5 A profile of the successful

[Note on terminology: In the following section, the four categories: successful/reasonably
successful/just able to make aliving/not redly able to make it —arereferred to as: very successfil,
successful, marginal, unsuccessful. Attimes, thefirst two and the last two categories are merged;
the resulting categories are then cdled successful and unsuccessful. Often, only the very
successful are analysed separately, then the other three categories are called “others’ ]

Firgly, of the 99 men and 133 women respondents, men consider themselves more successful
than women (significantly at a 10% LS). This gender difference is confirmed by repliesto the
complementary question on the value placed on one's own business. The two relevant diagrams
are reproduced here below.
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Figure 16: Perception of success, by sex
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Figure 17: Value placed on one’s business, by sex
40%
35% ]
30% I_
25% H Men
OWomen
20%

15% 1

10% A

5% A

0% -

R 500 R 1,000 R 5,000 R 10,000 R 20,000

There are two possible explanations for this sex differentiation: either an actual difference in the
degree of success of male versus femae-owned businesses, or an attitudinal difference between
the sexes in the perception of what congtitutes different degrees of success.

Education and training profile: There is a strongly sgnificant difference in education, the
successful having an average education above Standard 8, the unsuccessful being more than a
year below them. This difference of about one class goplies equaly to men and women - though
as mentioned earlier, the absolute education level of women entrepreneurs is lower than that of
men, by about one class — thus the successful women entrepreneurs still end up with a lower
average education level than successful men, by about one class.

Thereis aso a sgnificant correlation between being very successful and having taken at least one
training course in addition to academic training; however, interestingly, there is no significant

link between being very successful, or successful, and having hed business training. No
correlation was found, either, between the level of success and the level of demand for further
training of any kind.
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Group membership: A particularly interesting finding is that successful entrepreneurs spend
more time on group activities. It is recdled that the salf-employed spend margindly fewer hours
on group activities than dl respondents (an average of 127 hours per year, as aganst 142);
however, this relationship reverses with successful entrepreneurs, who spend significantly more
hours on group activities than the unsuccessful ones (141 as againgt 116). Thistrend is carried
mostly by the men: when splitting the sexes, the difference is satisticaly sgnificant for
successful men entrepreneurs, but not significant (thought till visible) for women.

The types of groups that the sdf-employed tend to belong to, do not differ sgnificantly from
those of the population at large, not even when differentiated by sex. The successful show a
marginaly significant tendency to be church members and not to belong to burid societies; they
aso appear to be more likely to belong to stokvels and less to political parties, but these are not
datidticaly sgnificant.

When broken down by sex, two significant correations turn up: successful men (not women) are
much more likely to be church members than the unsuccessful, and successful women (not men)
arelesslikely to belong to buria societies.

Values: Of the four vaues honesty, generosity, cleverness in business and family vaues,
successful entrepreneurs predictably prize cleverness in business more highly than other sectors
of the population; they give lessimportance to family values and somewhat lessto generogty,
while ther atitude to honesty is similar to the atitude of the rest of the population. (The generd
ranking is. 1. honesty, 2. family vaues, 3. generosity, 4. clevernessin business. For successful
entrepreneurs, cleverness in business takes the second rank.)

Of the three entrepreneuria vaues that were investigated among al respondents — attitude to
wedlth, to community solidarity, and to risk-taking’ — seif -employed respondents showed a
sgnificantly more positive attitude to risk-taking (mean value 1.79 as againgt 1.64), and
marginaly more pogtive attitudes to the other two values. Successful entrepreneurs were
sgnificantly more postive about wedth — but not about the other two vaues - than unsuccessful
ones (1.2 as againgt .63). Gender disaggregeation shows more positive attitudes to dl three values
by self-employed men than by sdf-employed women, though is becomes significant only for
weslth (1.18/ .42).

Perceptions of own main problems: The “very successful” tend to be significantly more
concerned with lack of credit (16% mentioning it, as against 10% of dl self-employed), and
interestingly, with excessive competition (35% as againgt 26%). Predictably, they are least likely
to mention lack of entrepreneurid skill (4% as againgt 10%).

7 See question 11, Part 2 of the questionnaire. A composite index was created from the responses; more
detailed explanation is given in the exploratory report on parts 1 and 2 (attached).
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Perceptions of enabling factors:

Table 6: Perceptions regarding enabling factors

All entrepreneurs Successful entrepreneurs Very successtul
entrepreneurs
Generally  Own Generadly Own Generally Own
important  strong important strong important strong
point point point
Luck 23% 23% 17% 24% 8% 8%
Good busness 47% 27% 53% 25% 70% 28%
contacts
Good 30% 15% 33% 17% 22% 13%
education/training
Courage to teke 42% 45% 51% 55% 44% 55%
risks
Strong character 17% 27% 10% 28% 8% 46%
Good rations with 31% 50% 29% 40% 32% 41%

family/community

Notes:

(1) figures represent the percentages of respondents choosing each factor. Totals add up to
something less than 200%, since each respondent could choose two factors, but afew did not.
(2) Figuresinboldrepresent significant differences (at 5%L S) from the complementary group.

(3) It should be remembered to treat the last two columns of figures with some reserve, since they

represent asmall sample (29 persons).

Successful entrepreneurs give significantly higher importance than the others, to the fundamental
entrepreneurid qudity, the courage to take risks. On the other hand, they discount the traditional
virtues of good community relations and strength of character.

4 Conclusons

As mentioned at the beginning, this study differs from the mgority of studies on entrepreneurship
in Soweto in that it encompasses a particularly wide range of persons, through further probing
respondents who had originaly defined themselves as unemployed, retired or students. In this
way, the percentage of sdlf-employed adults in Soweto is assessed at 11%; 74% Sarted their
business as aresult of unemployment, and over haf of them are small businesses with an annua
turnover of lessthan R 50,000. The differences between men and women are mostly predictable,
women having far fewer large activities, being more oriented towards smdl retail selling, being
more content with smdler returns, and using far less credit, especidly from ingtitutional sources.
Crime and excessve competition are seen as the main problems.

Thereis anumber of interesting data and insights, with their gender differences and smilarities.
Three results may be worth noting again, from the point of view of human and socia capita

profiles.

- Firdtly, being successful as an entrepreneur is correlated with spending more time on
socid and group activities — this is counterintuitive, as one might think that a successful
entrepreneur would have less time for such pursuits.
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Secondly, the use of credit is redlly poor, especiadly among women — only 39% of the
sdf-employed, and only 32% of women, report having used any credit at al, and much of
this credit comes from family or friends. There is clearly room for improvement in this
regard, but not within traditiona South African banking patterns.

Thirdly, thereis a clear positive correlaion between stokvel membership and the use of
bank loans— contrary to the assumption that stokvel loans would be a substitute for bank
loans. This suggests that stokvel membership is used by savvy entrepreneursindirectly as
asource of persona contacts or guarantees, or more generally as a source of business
trugt; or dternately, that businessmen with good contacts and creditworthiness still see
stokvels as a useful form of business association. In either case, thismight be anissue
worth exploring further.



27

References:

Ersa Policy Paper no.4, November 2000: Human and Social Capital in Soweto in 1999.
Universty of the Witwatersrand, Johannesburg.

KhehlaLukhele, Andrew, 1990: Stokvels in South Africa. Amagi Books, Johannesburg.

Mbigi, L. with Maree, J,, 1995 Ubuntu: The Spirit of African Transformation Management.
Knowledge Resources (Johannesburg).

Mears, RR. and Levin, M., 1994: Demographic Characteristics of the Population of Greater
Soweto. 1993. Research Report no. 42, Dept. of Economics, Vista University, South Africa

Mears, RR., Levin, M. and Pieterse, JW., 1994: [ncome and Expenditure Patterns of Households
in greater Soweto: 1993. Research Report no. 43, Dept. of Economics, Vista University, South
Africa

Morriset d, 1999: Change and Continuity: A Survey of Soweto in the late 1990s. Dept. of
Sociology, University of the Witwatersrand, Johannesburg (South Africa).

Narayan, Deepa and Pritchett, Lant, 1997: Cents and Sociability: Household Income and Social
Capital in Rural Tanzania, World Bank Economic Growth Project research paper.

Rwigema, H. and Karungu, P., 1999: SMME development in Johannesburg' s Southern
Metropolitan Loca Council: an assessment, Development Southern Africa, vol.16 no.1.

South African Department of Statistics: 1995 census figures.



