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TOWNSHIP ECONOMIES:
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SOUTH AFRICAN-OWNED, TOWNSHIP ENTERPRISES
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Knowledge Pele exists to develop and grow the economies of township, peri-urban and rural
communities. This drive emanates out of our vision for our communities to become self-sustaining
hubs, empowered to lead their own futures, intellectually and materially. We do this in our capacity as
a business with specific expertise in creating shared value for communities, corporate and institutional

social investors.
Our expertise can be broken down into the following services:

Social
Investment
Strategy

Economic ESQ Impact
Development Reporting Investing
Advisory
Community
Trust
. U . Socio-Economic Development
Administration . .
Programme Design & Implementation
Accredited
Entrepreneurship Enterprise Development
& Artisan Programme Design & Implementation
Training

Research

At the heart of our proposition lies research. We believe that good development is informed by
research that gives voice to the communities we seek to transform.

Knowledge Pele’s first newsletter of 2018 seeks to share highlights from our research into the
economies of 4 prominent Gauteng townships: Soweto, Tembisa, Alexandra and Vosloorus. In
particular, we consider what households do with their money- how much they spend, what they buy,
where they buy it from, who they buy it from and the reasons underpinning their purchasing choices. To
this end, we surveyed 530 community members and interviewed a further 42 in focus group
discussions to establish perceptions of local shops and service providers.
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This research seeks to connect specifically with work undertaken by the Gauteng Province to revive
township economies. The Province’s work, primarily focused on township entrepreneurs, seeks to
improve their capabilities and ultimate viability. Knowledge Pele’s research seeks to compliment this by
providing a deeper understanding of the purchasing choices of township households. In so doing, we
seek to shed light on the behaviour and preferences of those who lie on the demand side of the
township economy spectrum.

This knowledge of the market is particularly powerful for township entrepreneurs.

It Is Also Critical For Policy Makers And Private Social Investors Who Seek To Make
Relevant And Impactful Enterprise Development Investments In Township Economies.

Survey Participants By Area

Survey Participants By Area

Tembisa o

O Alexandra

GAUTENG

Soweto
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Demographic Profile Of Survey Participants

GENDER
* The average age of
participants was 37.
Male Prefer Not Female
To Say

Interviewees Who Claimed to Be Head of Household

Yes

Home Language

Afrikaans IsiNdebele IsiXhosa IsiZulu Sepedi Sesotho Setswana Siswati Tshivenda Xitsonga
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In an Ideal World, What Would You Do?

55%

45%

OWN BUSINESS

PERMANENT
JOB

This trend varies significantly when evaluated through the lens of gender. A much higher percentage of
men desires self-employment when compared to women, who are more equally split in terms
of their preference.

Male: Own Business vs. Permanent Job

62% 38%

OWN BUSINESS PERMANENT
JOB

Female: Own Business vs. Permanent Job

31% 49%

OWN BUSINESS PERMANENT
JOB
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Where Do Households Buy Monthly Groceries From?

Shoprite Pick n Pay Cambridge Checkers Cash & Carry ~ Spar Food Lovers Woolworths Other
Foods Stores Market

Distance to Grocery Shop in Minutes

73% 23% 0.9% 0.2% 2.8%
-15 15-30 30 - 45 30 - 45 Not Sure
Mlnufes Minutes Minutes Minutes

Source of Transport to the Grocery Shop

53.4%

31.5%

14.9% 0.2%

Walking Taxi Car Train
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Household Purchases from Locally-Based Shops

57.9% 84.9% 64.0% 65.7% 40.4%

Fruit &

Vegetables Shebeens

Butcheries
14.7%

0.4% 33.2% 57.7%

41.7%

Yes No Don't Know

Is the Shop Owned By South Africans?

93%

76% 78% 78%

54%

36%
19% 2l
0 0
1% 11% G
5% 1% e 6% 1%
L _ [ ] —

Butcheries Spaza Shops Fish & Chips Fruit & Shebeens
Vegetables

Yes No Don’t Know
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Household Purchases From Locally-Based Service Providers

85.1% 2ok -
75.8%
61.3%
58.1%
41.3%
36.2%
22.6%
10.6%
0.6% 1.5% za% 4% 3.6% 2.5% 5-1% N 2 6%
| | — | —
Hair Salons Car Wash Loan Sharks Carpentry Sewing Plumbing
(Mashonisa) and Tailoring

Yes No Don’t Know

Is the Shop Owned By South Africans?

90% 85% 75%
80%
10% 10%
[ - % - %
Hair Salons Burial Society Taxi Associations  Sewing & Tailoring

(incl. Shoemakers)
I D

Yes No Don't Know
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Perceptions of Retailers and Service Providers

Focus group discussions were conducted with residents of Vosloorus township to understand their
perceptions of retailers and service providers. Participants discussed and completed action research
tools related to affordability, quality of goods and quality of service.

The graphs below aggregate the views of the groups in relation to each type of enterprise that goods
and services are purchased from.

Affordability - Non-South African Owned in Township

100% 0% 0% 75% 0% 25%  50% 50% 0% 100% 0% 0% 75% 25% 0%
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Spaza Shops Fruit & Vegetable Butcheries Fish & Chips Hair Salons

Good Average Bad

Affordability - SA Black-Owned in Township

50% 50% 0% 50% 25% 25% 25% 25% 50% 75% 25% 0% 50% 25% 25%
Spaza Shops Fruit & Vegetable Butcheries Fish & Chips Hair Salons

Good Average Bad
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Service - Non-South African Owned in Township

75% 25% 0% 100% 0% 0% 50% 50% 0%  50% 25% 25%  75% 0% 25%
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Spaza Shops Fruit & Vegetable Butcheries Fish & Chips Hair Salons

I N
Good Average Bad

Service - SA Black-Owned in Township

0% 25% 75% 75% 0% 25% 75% 25% 0% 100% 0% 0% 50% 50% 0%
Spaza Shops Fruit & Vegetable Butcheries Fish & Chips Hair Salons

Good Average Bad
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Quality of Goods & Service - Non-South African Owned in Township

0% 25% 75% 50% 0% 50% 0% 50% 50% 0% 25% 75% 100% 0% 0%
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Spaza Shops Fruit & Vegetable Butcheries Fish & Chips Hair Salons

Good Average Bad

The SA Black Owned Establishment seems to deliver on the quality of goods.

Quality of Goods & Services - SA Black-Owned in Township

50% 50% 0% 25% 75% 0% 75% 25% 0% 100% 0% 0% 50% 50% 0%
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Spaza Shops Fruit & Vegetable Butcheries Fish & Chips Hair Salons

Good Average Bad
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ADVISORY NOTE

The revival of township economies pivots on the vision we have for townships as urban spaces as well as
the specific role we envisage for South Africans business owners in this context. What this study reveals is
that South African township entrepreneurs have 3 choices:

1. Do Better
2. Do Elsewhere
3. Do Different

We advise social investors working in the entrepreneurial and enterprise development sectors to
understand their choices in terms of the above themes as they have vastly different investment implications.

« Interventions that focus on improving service levels and pricing strategies are critical for the delivery of value to
township households. This appears to be a viable strategy for South African enterprises that are in lucrative sectors
and have a natural advantage in townships, such as butcheries, fast food outlets (selling local cuisine) and hair
salons. To assist under-performing businesses, spaza shops and fruit & vegetable vendors, it is important to focus
on value chain enhancements to drive price competitiveness.

« There may be a possibility for some enterprises to move beyond the township, taking their goods and services to
neighbouring towns where the market may be willing to pay a higher price. Where this is a likely strategy, two types
of interventions are necessary- a market evaluation of the new geography as well as necessary augmentation of the
pricing strategy. Based on the data, township cuisine delivered through fast food outlets may have the highest
chances of succeeding beyond the township given the level of specialisation and inherently high service levels.

« The final option is to pursue completely products, targeted not at end consumers but businesses and organisations.
This kind of proposition requires a new type of entrepreneur to be trained, exposed to a new set of opportunities
and a different level of professional engagement. Entrepreneurial development programmes are best suited at
entrepreneurs that seek to explore this possibility as they will require formal training and support through the
ideation process. Businesses of this nature are also suited for venture capital support which embraces the risk
inherent with doing something out of the box, takes responsibility for supporting the entrepreneur on that journey,
but crucially, believes that high rewards are a likely outcome of this pursuit.

3 Centex Close,
Brooklyn Place, Eastgate

I 1 KnOWIedge Pele Kramerville, Sandton

Implementing Research-Led Development

Phone: + 27 11 262 0515
Email: k.masongoa@knowledgepele.com




