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TOWNSHIP BASELINE STUDY AT A GLANCE
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EXECUTIVE SUMMARY
The Economic Planning Chief Directorate of the Gauteng, through the Research and Knowledge Management Directorate undertook
a study in Sedibeng and three of Ekurhuleni townships, namely Tsakane, Duduza and Kwathema, to understand the dynamics of
township businesses.
The study was a build up towards the Gauteng province understanding the township economy. To this effect, a complete census of
businesses operating within the selected areas was conducted to allow for acquisition of baseline information for future surveys. A
total of 6 144 businesses were visited and of these, 5 918 were active and therefore interviewed. In collaboration with Ekurhuleni
municipality, the youth from the respective areas were recruited as enumerators, with a view that they understood their areas
better; hence it would be easy for them to identify all businesses in their areas. Training was provided to enumerators, not only to
standardize questionnaire administration but to also acquaint the enumerators to data entry.
Among others, the key findings of the study were that, as the literature points out, the majority of township businesses are spaza
shops, shebeens and hair salons. The study revealed that the surveyed areas were dominated by retail and services businesses,
the majority of which operated from formal structure. However, there were notably many of those that were operating from
shacks and the streets. In view of ownership patterns, about 80% of the surveyed businesses were owned by South Africans; thus
disputing the anecdotal stories about foreigners dominating the township economies. Interestingly, there were a few business
owners with disability; the majority of who were in the retail, shoe repairs and tailor businesses. Further, there were relatively
more young owners (youth) within new businesses than businesses that had existed for long, implying that the youth are not coowning businesses with established/experienced business owners. In terms of turnover, it appeared that business owners were
skeptical to respond to how their businesses were making; hence the majority indicated that they were making between R1 to R4
800 annually, which was the lowest turnover bracket. Of the surveyed businesses, approximately 95% indicated that they had
employed between 1 and 5 people. This was not surprising since most of the respondents were survivalist businesses; hence were
not likely to have many employees. Despite low numbers of employees, the study concluded that the little that the businesses
were contributing was somewhat making a difference within communities.
Of the key recommendations, the study highlighted the need for targeted manufacturing base as crucial, to ensure expansion of the
currently existing manufacturing activities. The majority of the local owned manufacturing sector businesses were concentrated
in plastic recycling.
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1. INTRODUCTION
The Economic Planning Chief Directorate of the Gauteng Department of Economic Development undertook research in Duduza,
Kwa-Thema, Tsakane (Ekurhuleni) and Sedibeng townships as a build up towards understanding the Gauteng township economy.
The research findings, herein summarised, directly contribute to the work being carried out under the Gauteng Township Economic
Revitalisation (TER) agenda. Specifically, the findings provide nuances on the township enterprises and the economy for decision
making and programmes/initiatives and projects for TER.

1.1 Why the study?
The TER strategy has highlighted information gaps regarding township enterprises and the need for a thorough understanding
of the township economy within the Gauteng province. To this effect, the study provides the profile of the townships, to allow
development of appropriate, problem-specific policy interventions.
Besides local development for internal consumption, the TER is also concerned with boosting supply side IME for the formal
economy. The study indicates areas with potential for manufacturing and where the gaps in resources lie; given that the informal
modernised enterprises are the nexus between local development, job creation and formalised value chain links to the city centres
of Johannesburg, Kempton Park and Tshwane.
The study allows for a spatial analysis of the township. It provides information about the types of businesses found in certain
areas and whether such locations (e.g. ‘high’ streets’) make the business successful. Literature has shown that township businesses
respond to the need of the immediate community, therefore they are found sprawled everywhere in the community; however there
is a small degree of clustering of businesses along a number of ‘high streets’, where there more commercial activity (Charman and
Pertersen, 2015). Other research studies show that:
• the most recurring businesses along ‘high street’ are hair salons, take away foods, liquor and spaza shops;
• such ‘high streets’ exist are along taxi routes mostly used by community members; and
• the economic activity is often clustered around local shopping malls.

Is it the same in
Gauteng………

The study unpacks the reality of such dynamics within the context of Gauteng, specifically Ekurhuleni and Sedibeng.
This document is structured as follows:
Section 1 - Background (key issues pertaining to townships)
Section 2 - Profile snapshots of Ekurhuleni and Sedibeng Municipalities
Section 3 - The approach to the study
Section 4 - The findings (including value chains)
Section 5 - Conclusions, Recommendations and Areas of further research.
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2. BACKGROUND
Originally created as labour reserves for Apartheid South Africa, townships have metamorphosed into centres of burgeoning
economic activity. They make a significant contribution to the Gauteng economy.
The 152 townships in the Province account for 70% of Gauteng’s population. It is believed that R8 billion a year leaves the
townships to the economic core- which is the ‘formal’ economy. The World Bank Diepsloot study found there to be a low multiplier
effect before the money is repatriated out of the townships to the economic core.
The Township Revitalisation Campaign brought township commerce and livelihood to the forefront of Gauteng economic activity.
For instance, townships are gateways into Gauteng for urban poor and emigrants from other parts of the continent. The intricate
social structures ensure that unemployed people do not fall through the safety net and resilient networks facilitate people’s entry
into the Gauteng labour markets. Additionally, townships provide opportunities for entrepreneurs as alternatives to the formal
labour market. Obstinate spatial divide bequeathed by Apartheid disproportionately allocate the cost of participating in the core
economy. Chief amongst these costs are transportation costs and time spent accessing the labour market. Even the new townships
that have emerged since 1994 have unfortunately also developed on the periphery of economic activity and are characterised
by the same spatial inequalities as Apartheid created reserves. Spatial inequalities have dampened the impact on the province’s
potential for economic growth.
The dichotomy of development was first cited by Patrick Bond, noting that cities developed at the expense of townships. Rather than
a mutually beneficial symbiotic relationship between the two, townships have been exploited for cheap labour. For these reasons,
the Province is taking a priority stance to reverse inequality through radical economic and decisive spatial transformation where
townships form the core of the agenda. The unequal relationship between the economic core and periphery, where townships are
consumption centres rather than centre of production, can no longer continue. The transformation will focus on:
• Changing ownership patterns to bring black people into the mainstream economic and create a sufficient number of black
industrialists;
• Changing the current industrial structure of our economy to promote manufacturing and industrialisation through the
processing of rich mineral resources and other raw materials locally;
• The development of new modern, innovation-driven industries in the areas of high-tech, biotechnology, the green economy
and blue economy;
• Growing the SMME sector as a key driver of growth and revitalising and mainstreaming the township economy;
Following the Township Economic Revitalisation Campaign, a strategy and Implementation Plan have been developed to bring
the much needed growth into the township to level the economic field. In line with the Transformation, Modernisation and
Reindustrialisation (TMR) strategy, townships have been elevated as a major contributor in the Gauteng Economy and future
contributor of manufacturing. The strategy is intended to unlock the economic potential of the townships.
The Township Revitalisation campaign highlighted salient challenges that are currently impediments to township entrepreneurs;
in the form of shortage of land, shared infrastructure or industrial parks, lack of funding, expensive electricity, and lack of skills.
The study is timely to support change and streamline economic activity to reduce inequality at the confluence of the economic
core and the periphery. There is a growing need for evidence based policy implementation beyond speculative or circumstantial
evidence. Besides being a ground-breaking research, the study forces authorities in the field to consolidate the knowledge that
already exists about townships and identify gaps for research.
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3. THE STUDY AREA - PROFILE SNAPSHOT

Graphic 1: Tsakane Proﬁle
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96.3%

Data source: Statistics South Africa
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Data source: Statistics South Africa
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Graphic 2: Duduza proﬁle

DUDUZA
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Graphic 3: KwaThema Proﬁle
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SEDIBENG

The study included most of Sedibeng townships;
the following are just examples

Table 1: Sedibeng township proﬁle snapshot

EVATON

SEBOKENG

BOPHELONG

Total population

132 851

218 515

46 089

Young (0-14)

29.90%

26.70%

29.40%

Working Age (15-64)

66.80%

68.40%

68.10%

Elderly (65+)

3.30%

4.90%

2.50%

No schooling aged 20+

5.90%

4.90%

5%

Higher education aged 20+

5.30%

8.90%

4.20%

29.50%

30.10%

29.40%

41 230

60 793

14 267

Female headed households
Formal dwellings
Housing owned/paying oﬀ
Flush toilet connected to sewerage
Weekly refuse removal
Pipe water inside dwelling

38%
69.10%
34.20%
75.60%
90.20%
47.60%

39.90%
84.80%
55.40%
88.20%
87.60%
70.80%

36.90%
84.30%
57%
91.20%
93%
81.70%

Electricity for lighting

97.50%

86.40%

92.90%

Matric aged 20+
Number of households
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3.1 Overall municipal socio-economic snapshot
With population estimates of 957,528 and 3,379,104 respectively, Sedibeng and Ekurhuleni are black dominated regions. Like
the majority of the regions within the Gauteng province, black African residents make up the population in the two municipalities,
followed by whites, coloureds and indians in that order. Ekurhuleni is the second largest metro in Gauteng in terms of population,
contributing about 25% to the total provincial population, whilst Sedibeng only accounts for 7.1%. Between 2011 and 2016, both
municipalities experienced a positive growth in population; among other things, due to continued urbanisation.
While the population growth is theoretically advantageous from the point of view of factors of production, Sedibeng and Ekurhuleni
are continuing to bear the brunt of the persistently increasing, non-productive population. Economic growth and job creation have
been somewhat trailing across the Gauteng province; hence the constantly increasing population has, to a greater degree created
a burden on infrastructure and basic services. Figure 1 indicates that Sedibeng’s employment and output growth is negative, yet
its unemployment rate is high, compared to that of Ekurhuleni.
Figure 1: Sedibeng and Ekurhuleni – Employment & Output Growth

Figure 2 presents the sectoral employment and output growth as well as sectors’ share of economic output for Sedibeng and
Ekurhuleni.
Figure 2: Ekurhuleni - Employment and Output growth vs sectoral share of output

3

2016 Community survey results
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Figure 2: Ekurhuleni - Employment and Output growth vs sectoral share of output

Own construct (Data source: IHS ReX 2016)
From the above, it is evident that the Manufacturing sector is important in both municipalities. The sector has the largest share of
economic output; yet it has not been growing much in terms of employment and output. By virtue of being one of the low skilled
sectors, the Manufacturing sector has the ability to absorb many of the unemployed residents across Gauteng; hence there is a
need for continuous efforts to develop the sector to its full potential. The need to unleash the potential within the manufacturing
sector is inevitable, given high levels of unemployment and low skilled labour force across the Gauteng province.
The Agriculture sector on the other hand, contributes very little to economic output in both municipalities (smallest bubble), and is
not growing enough with respect to employment and output. Agro-processing remains the most feasible driver of growth and job
creation within the sector, across the board.
Likewise, the Construction and Mining sectors are accounting for a notably low contribution to the overall economic output in
Sedibeng and Ekurhuleni. Despite the low contribution, the two sectors are somewhat growing significantly within both Sedibeng
and Ekurhuleni; with the construction sector partly benefiting from new developments and the overall urbanisation.
Community services, Finance and trade are the largest sectors after Manufacturing in terms of the contribution to economic output
in the two municipalities. Notwithstanding their significant contribution, the sectors have not been growing enough in terms of
both employment and output. Importantly, Ekurhuleni has relatively had much higher growth rates compared to Sedibeng.
In summary, the issue of de-industrialisation is evident not only within the two municipalities of focus but across Gauteng. The
structure of the local economies in the province has shifted to become more service economies. This is continuing to become a
problem across the entire province, since the dominant sectors are not able to create jobs for the masses of the unemployed; thus
creating an urgent need for re-industrialisation and structural transformation.
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4

METHODOLOGY

4.1 THE TOWNSHIP ECONOMY IN A DEVELOPING COUNTRY: A FRAMEWORK FOR ENTERPRISE
ANALYSIS.
4.1.1 The role of township enterprise in economic growth.
Urban informal sector (known as townships enterprises in South Africa) have a role in development. They have provided a security
net for people who could not participate in formal employment. The policy significance of determining the type of business and
what category it falls in will determine the type of support. The Gauteng Township Economic Revitalisation strategy aims to achieve
the following through townships:
• Create the appropriate enabling environment based of strategic focus areas to revitalise the township economy;
• Establish the economic and social value of township economy; and
• Ensure that the township economy becomes the key player in the provincial economy through the transfer of technology
and cooperation to achieve economies of scale.
Growth theory and empirical evidence point to higher growth rates in lagging economies. The formal South African economy
has growth similar to developed countries; it is near saturation and cannot effectively absorb labour. On the other hand, it has
a large urban informal sector largely residing in townships that is lagging in terms of development. There is hope, expressed
formally in the Township Revitalisation strategy, that Gauteng townships will play a substantive role in the transfer of wealth and
reconstruction of the economy. Businesses originating from the township, along with other SMMEs will be positioned as the core
of economic engine that will create jobs and employment- which the formal economy is failing to do.
The informal sector theory has evolved from the initial belief that the main driver of informality was unbounded labour reserves,
originally postulated by Lewis (1954), although this definition characterised SA townships. The township economy is characterised
by low barriers to entry of operation since there is little to no regulation. Businesses in the township are usually small scale
operations, they do not pay taxes, have little capital requirement and technological transfer. Additionally, these are more labour
intensive operations such as baking, selling of goods and light manufacturing (Nigeria Paper). Participants in this sector are selfemployed.
This sector and its citizens have always been understood in relation to the formal economy. Participants in township businesses
have been understood as those who were not absorbed by the formal labour system. The dichotomy of formal and informal
characterise the relationship between the townships and the economic core where there is weak symbiotic relationship between
the two. More so, the spatial divide challenges that the apartheid government created. The fit of the township economy into the
greater Gauteng economy has been challenging and has required a multifaceted outlook especially to bridge the space divide
between the economic core and the townships. The townships are transitioning and modernising, though it is slow, to production
hubs.
This modernising was first observed by Yamada (1999) who put an unconventional view, at the time, that the informal sector and
its locality is preferred to the formal sector especially with opportunist entrepreneurs, that (Yamada, 1999). This paper illustrated
a change in gain of factor productivity between informal and formal sector employment- returns to labour. It also argued that, due
to the regulation of formal business, there is rationality in existing outside regulation. But this view has not only been true for Peru
(Yamada, 1999) but also African economies such as Nigeria and Kenya. Rather than shrinking, the informal sector is expanding
in African countries. This is also no longer interpreted as an increase in destitution of the population. The World Bank found the
informal sector activities growing in tandem with the formal sector in Asia and Latin America (World Bank, 2014). There is evidence
of small scale manufacturing and the flexibility of use of skills acquired outside the formal sector (Onwe, 2013). Therefore there is
no reason to view informality as inferior, just different in dynamics- there are people who choose to be part of the informal sector.
(Charman and Petersen, 2012; Becker, 2004) also advance this view. But it is also important to note that the township economy has
been occupied by the poor and marginalised (Meagher,2005). So, while policy must target the maverick entrepreneurs that choose
to operate within these confines, township businesses are largely survivalist. A mixed form of intervention is required in order to
target each group appropriately.
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4.1.2 Developing a framework to understand enterprise activity in the township and
policy implications
There is no longer a monolithic view regarding township businesses. It is acknowledged that these businesses range in degree of
formality (see table below). Becker (2004) and Ranis and Stewart (1999) departed from the one dimension view from Lewis (1954)
and proposed a theory that there is a changing degree of formality in townships businesses. Ranis and Stewart (1999) categorise
these as traditional and modern informal sector. This is also the outlook adopted by the World Bank in the Diepsloot study- where
policy recommendations were crafted to suit the type of business that exists in the township.
Table 2: Formal vs Informal businesses

The traditional informal sector is a large reserve of informal activity where township dwellers take part in activities that are
survivalist (Ranis and Stewart, 1999). Many are characterised by low productivity, micro-enterprises of 1 to 3 employees. Delft,
a township in Cape Town, has similar characteristics where there is a proliferation of spaza shops, shebeens etc. (Charman et al,
2012).
These businesses fall into the informal traditional economy (ITE) category. A distinguishing factor regarding these survivalist
businesses is that owners prefer salaried employment to self-employment. They are the marginalised poor that Meagher (2005)
speaks of, who have lower levels of education, no access to credit or bank accounts. Their growth prospects are very limited. This is
also the level where foreign nationals enter the South African economy without formal documentation (World Bank, 2014).
The other type of enterprise is the informal modernising enterprise (IME) where maverick and innovative entrepreneurs participate.
This layer of the modernisation sector is low and yet this is the level of entrepreneurship required for township economies to really
change their fate and become engines of economic participation. But, according to World Bank (2014) only 15% of township
enterprises are formally registered compared with 30% of same enterprises in non-township urban areas. This sector breaks with
the traditional role of townships and either competes or complements the formal sector. The competition is in low cost goods
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such as baking, light manufacturing and low cost panel beating. The complementarity is through the value chain linkages with
the economic core, where producers in the townships supply the core. This is where the economic reality of the Gauteng TER lie,
where the uptake of goods produced in the township depends on price, economies of scale and cost-transport cost and cost of
production (World Bank, 2014). But these IMEs are not constrained to producing for the economic core, but for local and cross
township consumption. There is much needed policy focus and research on the expenditure patterns- the World Bank does this in
the analysis of expenditure in Diepsloot. The TER has also highlighted this gap since produced goods will require a market.

4.1.3 Measuring economic activity in the townships:
The question has always been whether or not the township economy can be quantified. There have been attempts at measuring
the level of informality and level of business activity that is taking place in the township. Economic activity in townships such as
Delft in Cape Town has been successfully measured using sample selection methodology (see Charman and Petersen, 2015). One
way of understanding the township is to divert from the monolithic view of seeing it as one type of entity. To successfully measure
township activity, it is important to understand the continuum along which businesses are found- street vending to shebeens and
sophisticated restaurants. The categories of township businesses largely fall in the following categories (excluding businesses in
the malls); and the same categories were used in the study.
Table 3: Township Sector Classification
Broad sector

Sub sector (township specific)

RETAIL

Baking and
confectionary

Spaza shops

Fish and chips

Fruit and
vegetable stalls

Butcheries

SERVICE INDUSTRY

Hair Salons

Shebeens

Shisanyama

Security
companies

Gym

Sewing and
Tailoring

Sanitation

Mobile toilets

Car wash

Burial society

CONSTRUCTION AND
REAL ESTATE

Brick laying /
manufacturing

Construction
business

Buying and selling
of property

Renting

TOURISM

Tourism guide and
logistics

Bed and Breakfast
Water sports and
recreation parks

Restaurants

Catering and
events

MANUFACTURING

Clothing and
textile

Auto repairs and
maintenance

Furniture
manufacturing

Steel production

Carpentry

Charcoal
manufacturing

Pipe welding and
fitting

Plastics recycling

TRANSPORT

Automotive
cooperatives

Minibus taxi
ownership

Logistics
companies

Taxi Associations
and opening
of new lines to
Johannesburg

AGRICULTURE AND
AGRO PROCESSING

Olive oil for fuel

Biofuel

Milling

Poultry retail

FINANCE-

Stokvel

Mashonisa moneylending schemes

CREATIVE INDUSTRY

Arts and craft
Cinemas

Music
Entertainment
Company

Fashion design

GOVERNMENT
AND COMMUNITY
SERVICES

Child care and
early development
centres
Care for elderly
Supply bread for
schools/ hospitals

Clothes for
school and police
uniforms
Furniture for office
space

Facilitation of
social grants
agents

ICT

Internet solutions
in townships

Multimedia
service centres

16

Waste and oil
recycling

Vegetable
production

Coordination of
cultural events
War on drugs

HIV/ AIDS
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Shisanyama

4.2 THE ALGORITHM FOR THE SEDIBENG AND EKURHULENI TOWNSHIP STUDY
4.2.1 Data collection
The study followed a census design. All businesses within the focus areas were targeted. Field workers went on a door to door
campaign, along their allocated streets to firstly, find out whether or not there were any businesses running from within the
premises. This was done intentionally; given that not all businesses in townships have signage. In most communities, people know
the type of trading happening in a residential area hence this approach provided pointers to potential business sites. Secondly,
fieldworkers interviewed business along the known ‘high streets’ where most of the economic activity in the township occurred.
They did not interview businesses based in malls.
Enumerators were community based, and this was an important aspect of the survey – it was the belief that community based
enumerators had a better understanding of the area and had a better chance of uncovering hidden businesses.
Where business owners and or respondents were not available, attempts were made to re-visit the businesses; however, there
were instances where the interviews were not possible either because the respondents were not willing to participate or because
they just did not have time to set aside.

4.2.1.1 The data
Both quantitative and qualitative methods were used to collect data to describe the environment in which businesses in Ekurhuleni
and Sedibeng townships operate.
Key data points included the following:

• Business Registration type

• Lifespan of business,

• Main Activity of Business

• Turnover,

• Type of building that business operates in,

• Education and skills possessed by the respondents,

• Employment levels,

• Customers and suppliers,

• Number and gender of business owners,

• Reasons for the business to have started

• Citizenship

• Challenges encountered by the business.

4.2.1.2 Data acquisition process flow
Below is an outline of the data collection progress followed
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THE FINDINGS

A total of 6144 businesses were visited and more than 90% (5918) were active. This being the case, the findings and model
estimation below presented, are based on the active businesses.

5.1 EXPLORATORY ANALYSIS
5.1.1 Reasons for starting businesses
Figure 3 presents the distribution of surveyed businesses by reasons for starting businesses.
Figure 3: Reason for starting the business

About 50% of the surveyed township businesses were initially started by the owners primarily to survive. This conforms to the
often asserted statement that given the scourge of mass unemployment, poverty and inequality, most people resort to starting
businesses for survival. A total of 30% of the surveyed businesses were established with the aim of contributing to job creation
within communities. Interestingly, only 2% of the businesses owners had been aspirant entrepreneurs prior to starting their
businesses; thus suggesting the need for continuous efforts to encourage entrepreneurship. Very few people (3%) started
businesses as a hobby; and another 3% wanted to supplement their formal income, whilst only 4% saw opportunities within their
communities.
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5.1.2 Employment
Figure 4: Employment levels

Of the surveyed businesses, roughly 95% responded to whether or not they had employees. Of these, approximately 95%
indicated that they had employed between 1 and 5 people. Those that employed between 5 and 10 people accounted for 4%
whilst very few (0.09%) indicated that they did have any employees. This could be expected since most of the respondents were
survivalist businesses; hence not likely to have many employees.

5.1.2.1 Employment by Sector
Figure 5 shows that within the surveyed areas, the largest employers were retail and services sectors, which accounted for 43%
and 28% of employment respectively. The third largest employer was the manufacturing sector with a 10% contribution. Within
the employment category 1-5, spaza shops, fruit and vegetable stalls, shebeens and hair salons were the most dominant whilst
employment levels greater than 5 were mainly dominated by car wash businesses, general dealers, shebeens and hair salons.
Figure 5: Employment by sector
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5.1.2.1.1 The Retail Sector Employment
The retail sector seemed to be dominated by small scale retailors in the form of spaza shops, sellers of fruit and vegetables, general
dealers, fish and chips outlets and bakeries amongst others. Spaza shops, the most dominant type of business in townships, were
subsequently the largest employer within the retail sector, accounting for 41% of all employment within the retail sector. On the
other hand, fruit and vegetables retailers accounted for 17% while fish and chips and general dealers both account for 10% of
employment within the retail sector.

5.1.2.1.2 Services Sector Employment
The services sector seemed very diverse, ranging from services that require low skills like hair salons and shebeens to those
requiring skilled labour like the medical and law practitioners. The most employment created in services originated from hair
salons or barber shops (37%). Shebeens created 22%, whilst businesses providing tailoring /shoe makers and car wash services
accounted for 13% and 11% of total services employment respectively.

5.1.2.1.3 Manufacturing Sector Employment
Like the services sector, the manufacturing sub-sector activities were largely assorted; with examples including clothing and
textile, auto mechanics and parts, welding and pipe fitting, carpentry, plastic recycling, charcoal manufacturing and others. The
largest employment levels were reported by auto mechanics and plastics recycling, each of which contributed approximately 17%
to manufacturing sector employment.

5.1.3 Business lifespan
Life-span

Percentage

0 to 1 years

22.3

<1 to 2 years

17.8

<2 to 4 years

18.8

<4 to 6 years

12.9

<6 to 10 years

10.3

Over 10 years

17.9

It is often alleged that small businesses are hardly sustainable beyond two years; however, the converse is actually true. Of the
surveyed businesses, 60% had survived more than two years at the time of the interview. Notwithstanding the unexpectedly
long span, businesses for which the lifespan was between 0 and 1 year accounted for a relatively larger share, compared to other
lifespan years. This is an indication that there are relatively more start up township businesses than existing businesses; and while
not all of them are sustainable, their rate of survival is not as low as is normally alleged.

5.1.4 Business Registration
Figure 6: Business Registration
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Despite the fact that the Gauteng Provincial Government (GPG) is encouraging registration of businesses through campaigns
such as Qondisa Ishishini Lakho, it appears that most township businesses are still not registered. Of the surveyed businesses,
approximately 23% were registered. This could be an indication of either lack of understanding and acknowledgement of the
campaigns or deliberate intent not to register businesses, for reasons beyond the scope of the study.
The Gauteng Provincial Government (GPG) is encouraging business registration among other things, to promote township business
eligibility to do business with the government as well as the private sector. Further, a business that is formally registered stands a
better chance at accessing funding and other forms of business development support services; hence it is only through a thorough
understanding of benefits that most businesses will register.

5.2 VALUE CHAIN ANALYSIS
Michael Porter5 introduced the business management concept of the value chain in 1985, where the value chain was described as
a series of activities or processes targeted at creating and adding value to products at every step during the production process.
Similarly, Kaplinsky and Morris (20006) describe the value chain as a range of activities required for a product or service to be
delivered, from conception, through the different phases of production to its final consumers. This study adopted the same
definition and the below model in trying to understand the value chains within townships.
Graphic 4: Porter’s Generic Value Chain

In the above model, businesses aim at enhancing their margins and thus, work to change input into an output which is of a greater
value than what it was at the time of entering the process. The following is a summary of the general township value chain findings.
Graphic 5: Porter’s value chain as it applies on Gauteng townships

5

Porter M. (1985), Competitive Advantage: Creating and Sustaining Superior Performance” in 1985

6

Kaplinsky, R and Morris, M. (2000). A Handbook for Value Chain Research. IDRC www.ids.ac.uk/ids/global/pdfs/VchNov01.pdf
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The study revealed that township businesses do not necessarily operate to add value. Township businesses do not focus on the
quality of products and services offered; the majority operate on the basis of what is available to pass onto the customers; thus
making them quick cash for families for survival.
Graphic 5 indicates that the infrastructure the surveyed Gauteng township businesses depends on the structures available to
businesses owners. Where formal houses or flats are available for business operations, such structured get to be used; else,
businesses operate from the streets, depending on the kind of main activities being undertaken. Some business owners indicated
that they relied on availability of basic services hence the services infrastructure was critical for survival of their businesses.
Further, in view of primary business activities, the majority of business owners had to travel to acquire stock from other stores,
outside their township of business operation. There was not much of marketing activity indicated; even most of business names
were simply individuals’ names and did not really attempt to market the businesses. Also, the general business operations involved
giving a lot of credit to customers; who, according to the majority of the business owners, were often unable to maintain consistency
in repayment of debt.
Over and above Porter’s generic value chain, the below theoretical framework of business cycle by McDonald and McMillen (2011)
is presented to demonstrate how the township economy generally operates.
Graphic 6: The circular flow of economic activity (McDonald and McMillen, 2011)

From the above, households supply inputs to the product markets, in return for income in the form of either rentals, wages or
salaries. The income is then spent on the sale of goods or services for final use or consumption. On the other hand, the government
provides infrastructure through tax and municipality rates received.
Research indicates that a large portion of township household income is earned from outside the townships, mainly due to the
majority of the township household members being employed outside the township. This has implications for the township
economy, one of which is that spending usually happens outside the township, among other things, partly during the travelling
time from the place of employment to the township. Importantly, it is alleged that economic activities within townships are usually
limited in scale due to infrastructure.

5.2.1 Sector Specific Value Chain Analysis
The value chain analysis for Retail, Services and Manufacturing sectors is presented below, to reflect on the examples of operations
within the Gauteng township economy. Overall, a large portion of the surveyed businesses (71%) rendered services to cater for the
needs of their own communities and were not necessarily targeting the mainstream economy.

5.2.1.1 Retail sector
The business owners operating within the retail sector indicated that the retail sector value chain is such that most products
are purchased from wholesalers and chain stores from outside the township and sold primarily to households. The respondents
further indicated that some of the products sold, were prepared within households, and these included fish and chips and fat cakes.
There was no indication of a major need for transportation of goods sold, perhaps because businesses mostly operated from within
their areas of residence; hence they could walk to their business premises.
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Production and
Processing

Transportation
need not major

Final consumption
mostly local

Ready-made
product
purchased
from
wholesalers
and chain
stores

Some
products
prepared
within
households

Most retail businesses were located along high streets; perhaps due to foot traffic.
Key point: The survey discovered that the retail sector in the township is dominated by small scale retailors that take the form of
spaza shops, sellers of fruit and vegetables, general dealers, fish and chips outlets and bakeries amongst others. Spaza shops were
the most dominant and were subsequently the largest employer within the retail sector, accounting for 41% of all employment
within the retail sector. Fruit and vegetables retailers accounted for 17%. Fish and chips; and general dealers both accounted for
10% of employment within the retail sector. Importantly, within the retail sector, 95% of businesses employed between 1 and 5
people; the same trend observed across the sub industries of the retail sector.

5.2.1.2 Services sector
Figure 7: Suppliers of the services sectors
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The above suppliers were reported to be providing intermediate goods to services businesses. Although some of the surveyed
businesses operated from streets, informal shacks and backyard structures, the majority operated from formal structures.
Interestingly, there were businesses that sourced products from other small businesses; specifically, these were shebeens, salons
and car wash businesses.
		

The services are mostly provided to the local community. Of the surveyed businesses, a very insignificant number provided security
services to the government.
Key point: The services sector in the township is notably diverse; it ranges from services that require low skills like hair salons
and shebeens to those requiring skilled labour like the medical and law practitioners. For the surveyed businesses, hair salons
or barber shops created the most employment (37%). Shebeens created 22% of employment whilst those businesses providing
tailoring /shoe makers and car wash services accounted for 13% and 11% of total sector employment respectively.

5.2.1.3 Manufacturing sector
Of the 5918 active businesses interviewed, only 9.3% were in the manufacturing sector, thus confirming that the Gauteng economy
is more of a consumption economy than a production economy. Of the few existing businesses in the manufacturing sector, the
majority were operating within auto body repairs and parts and plastic recycling sub sectors. Of those that were actually producing
/manufacturing products, the majority were welders and clothing manufacturers.

5.2.1.3.1 Customers
As was the case with other sectors, the manufacturing sector businesses were mostly serving the needs of their communities; with
a few exceptions of plastic recycling, waste and oil recycling and steel production serving the government, big businesses and
other small businesses.
Figure 8: Manufacturing sector customers
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5.2.1.3.2 Suppliers
The manufacturing sector businesses operating in welding, steel, auto body repairs and parts as well as those in clothing and textile
subsectors indicated that their main suppliers were factories and wholesalers. The implication was that apart from customers, the
success of their operations relied on transport and ability to purchase products from factories and wholesalers. Plastic and waste
recycling businesses indicated that they sourced their intermediate goods from the street, thus implying the ease of entry into
recycling subsector operations.
Figure 9: Manufacturing sector suppliers

5.2.1.3.3 Reasons for starting the manufacturing business
At the back of re-industrialisation of the Gauteng economy, it is crucial to understand why people start manufacturing businesses.
It is through this understanding that opportunities can be identified and be unleashed to grow the manufacturing sector across
board.
Figure 10: Reason for starting the manufacturing business
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From the above, the majority of the people undertaking plastic recycling activities, welding, auto body repairs and clothing
manufacturing activities started their businesses primarily to survive. Interestingly, of those who started off with an intention to
create jobs, the majority were running steel production businesses whilst there were relatively many of clothing manufacturers
who started as aspirant entrepreneurs.
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5.2.1.3.4 Citizenship by sub sector
While there was not enough information to determine whether or not foreigners within the manufacturing sector were relatively
more skilled than locals, the below figure indicates that of the few foreigners (18% of the total manufacturing businesses)
operating in the sector, the majority were undertaking steel production, auto body repairs and welding activities. The percentages
of foreigners operating within the different sub sectors of manufacturing were relatively higher than those of South Africans; the
locals only had relatively high percentages in plastic recycling and waste and oil recycling. This could be an implication that South
Africans are relatively less skilled; hence the need for skills transfer becomes inevitable.
Key point: The manufacturing sector has potential to boost township economies, given its diversity and low skill base
requirement. Notwithstanding the low skill base, targeted skills transfer is a critical within the manufacturing sector for locals
to venture into diverse activities. From the surveyed businesses, locals were highly concentrated in plastic recycling, perhaps
due to the ease of acquisition of inputs.
South Africans
- 82% of
manufacturing
businesses

Manufacturing-Clothing and textile

3%0%

1%
1%

27%

11%

6% 1%

Manufacturing-Auto body repairs and
parts
Manufacturing-Steel production

14%

19%

Manufacturing-Carpentry

Foreigners
18%

21%

Manufacturing-Welding pipe and fitting
Manufacturing-Charcoal manufacturing

10%
7%

Manufacturing-Tar and oil production

17%

3%

9%
24%

7%

4%

1%

Manufacturing-Waste and oil recycling
Manufacturing-Plastics recycling
Beadmaking

14%

5.3 OWNERSHIP PATERNS
This section unpacks the township business ownership patterns within the surveyed areas, across various areas of interest.

5.3.1 Business by Citizenship
Figure 11: Ownership by citizenship
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Whilst it is often argued that foreigners are dominating township businesses, Figure 7 indicates that the opposite holds true. Of
the surveyed businesses, 80% were owned by South Africans. Of the foreign owned, the majority were owned by Mozambiqueans,
followed by Ethiopians and Zimbabweans, both in second place. With a 1% contribution to the surveyed businesses, Bangladesh
was third after Ethiopia and Zimbabwe.
In view of the main activities of foreign owned businesses, the majority are in retail and services industries and specifically, fruit
and vegetable sales, spaza shops and hair salons. This could be a pointer to that compared to locals, foreigners are not necessarily
running specialised businesses; their relative success could just be a result of the way their businesses are run.

5.3.2 Business by Disability
Figure 12: Business ownership by disability

About 4% of the surveyed business owners had some form of disability. Figure 8 indicates that the majority of the disabled
owners were in retail and services sectors. Within the retail sector, the majority were running spaza shops and fruit and vegetable
businesses whilst those within the services were mainly running shebeens and tailor/shoe repair businesses. The third largest
sector in terms of business ownership and disability was the manufacturing sector, of which the majority of businesses were in
plastic recycling.

5.3.3 Youth owned businesses
Figure 13: Youth owned businesses by duration of business

From the data, over half of the surveyed enterprises (55%) did not have any youth owners. Approximately 25% of the total
surveyed businesses were solely owned by young people. Of the total businesses that were less than a year old, 42% had 1 young
owner, but were not necessarily solely owned by youth.
THE GAUTENG TOW
NSHIP BASELINE STU

DY CASE STUDIES: CAS

E STUDIES: EKURHULEN

I AND SEDIBENG 2016

/17

27

Figure 9 indicates that business lifespan and youth ownership are negatively related. There were relatively more young owners
for new businesses than businesses that had existed for long. This could have been partially due to young owners having grown
out of the youth age group or it could have been an indication that young people did not have shares in experienced businesses.
Single youth ownership seemed dominant in the retail sector, with about 47% contribution to the total retail businesses. A
significant number was also observed within the services and manufacturing sectors. This suggests that a call for much support is
needed to encourage youth enterprises to have a fair share in the rest of the economic sectors.

5.3.4 Business ownership by gender
Figure 14: Ownership by gender

Figure indicates that of the surveyed businesses, the majority were owned by males. Across all levels of ownership, there were
always more male owners than female owners. For instance, of the 4542 businesses owned by one person, only 44% were owned
by women.
This suggests the need for continued encouragement for women to either start businesses or co-own businesses. Perhaps, female
targeted incentives could be worth considering, especially within the township space.

5.3.5 Business ownership by turnover
Figure 15: Ownership by turnover
% of surveyed
businesses

2 Owners 3 Owners 4 Owners 5 Owners

0%

R 2 457 601 Or more

66.667% 22.222%

0%

R1 228801 To R2 457 600

71.429%

R1 To R4 800

82.951% 12.538%

1%

R153 801 To R307 600

4%

11.111%

0.000% 14.286%

0.000%

3.135%

0.841%

0.382%

0.153%

67.308% 26.923%

0.000%

1.923%

3.846%

0.000%

R19 601 To R38 200

71.357% 18.090%

3.518%

4.020%

1.005%

2.010%

0%

R307 601 To R614 400

72.222% 16.667%

5.556%

5.556%

0.000%

0.000%

3%

R38 201 To R 76 400

73.026% 16.447%

3.289%

1.974%

2.632%

2.632%

9%

R4 801 To R 9 600

73.103% 17.701%

5.517%

1.839%

1.379%

0.460%

0%

R614 001 To R1 228 800

66.667% 16.667% 16.667%

0.000%

0.000%

0.000%

2%

R76 401 To 153 800

69.388% 17.347%

1.020%

2.041%

3.061%

7.143%

6%

R9 601 To R19 600

72.360% 19.255%

4.037%

2.484%

0.932%

0.932%

UNSPECIFIED

77.787% 14.906%

3.800%

1.628%

0.710%

1.169%

48%

0.000%

0.000% 14.286%

0.000%

5< Owners

0.000%
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Business owners were skeptical to respond to how much their businesses were making. Figure 11 shows that 48% of the surveyed
businesses opted not to disclose the turnover. While it could have been interesting to probe further into reasons for not wanting to
disclose, the study was restricted from a further investigation on the matter; partly due to that it is often alleged that tax evasion
is often the main reason; hence any probing would have likely led to high error margins and non-response.
Of those business owners who responded to the question, the majority indicated that they were making between R1 to R4800
annually; and these were mostly single owners. The majority of whom were in the retail, services and manufacturing sectors. A
very small percentage of businesses declared making more than R1 million turnover per year; with the main activities varying from
butcheries, logistics, burial societies to general dealers.

5.4 KEY CHALLENGES
Table 4: Key challenges by sector

Manufacturing

Retail
% of

Challenges

businesses

Services
% of

Challenges

businesses

Competition

13%

Cash flow

Crime

15%

Competition

Customer related issues (bad

37%

Corrupt police

debts, fights, etc.)

0.3%
12.3%
0.3%

Corrupt police

debts, fights, etc.)

debts, fights, etc.)

Inadequate supplies

1%

Failure to deliver

0.1%

Lack of government support

2%

Finance issues

3.4%

High electricity prices

0.1%

0.2%

28.2%

Customer related issues (bad

28.9%

1%

15.9%

22.2%

28.9%

High petrol prices

% of
businesses

Crime

Customer related issues (bad

4%

15%

Competition

Crime

Finance issues

Little profit

Challenges

Finance issues

5.3%

Frequent police visits

0.7%

Inadequate supplies

0.7%

Lack of government support

0.5%

Lack of basic services

3.7%

Market related issues

2%

Inadequate supplies

0.9%

Lack of tools/resources

1%

Inflation

0.3%

Lack of space

2%

Lack of government support

0.6%

Lack of skills

0.2%

Owner too old

1%

Lack of basic services

0.9%

Language barrier

0.2%

Weather

3%

Lack of skills

0.6%

Little profit

Lack of support from the

0.1%

Load shedding

0.2%

Market related issues

0.2%

Rotting stock

0.2%

community
Little profit

12.1%

14.3%

Market related issues

0.9%

Marketing issues

0.3%

Seasonal sales

0.2%

Poor quality products

0.1%

Poor signage

0.2%

Rent

0.4%

Lack of space

2.8%

Rotting stock

1.0%

Staff

0.5%

Seasonality of the business

0.3%

Lack of pace

2.0%

Stock issues

0.2%

Staff

0.1%

Weather

2.8%

Weather

4.4%

Xenophobia

0.2%

Xenophobia

0.6%

The above is an extract of the challenges encountered by businesses within the surveyed townships. While it could be expected
that lack of government support/finance/skills and xenophobia would have the largest contribution, customer related issues,
crime, poor profit and competition were listed as the top most challenges encountered across the different sectors.
A further investigation into the key challenges indicated that the nature of township businesses is such that customers are allowed
credit, without limitations; hence many of the businesses suffer the consequences thereof. Further, looting, as a result of poor
security, was the most contributing factor to notably significant crime levels.

THE GAUTENG TOW
NSHIP BASELINE STU

DY CASE STUDIES: CAS

E STUDIES: EKURHULEN

I AND SEDIBENG 2016

/17

29

5.5 MODEL ESTIMATION
Multiple models were explored and the following were considered worthy of further consideration.

5.5.1 Model 1: What determines the longevity of township businesses?
Township businesses are fundamental for growth and development of township economies; hence their sustainability is vital. With
this in mind, the model attempted to identify factors that determine the longevity of township businesses; thus sustainability. The
following were the variables selected for the model:
Dependent Variable

Independent variables
Turnover

Type of building from which the business operates

R9 601 To R19600

1. Formal House/concrete structure on a separate
stand

R19 601 To R38200

3. Semi -detached house not in a complex

R76 401 To 153800
R153 801 To R307600

0 To 1 Years

R307 601 To R614400

1 To 2 Years
>2 To 4 Years
>4 To 6 Years
>6 To 10 Years
Over 10 Years (ref
category)

1 to 5
>5 to 10
>10 to 20
>20 to 50

2. Flat or apartment in a block of flats

R38 201 To R 76400

Lifespan

Employment
levels

4. House, flat or room at the backyard
5. Informal dwelling or shack in backyard
6. Informal dwelling NOT in backyard

R614 001 To R1 228800

7. Street

R1228801 To R2457600

8. Business complex

R 2 457 601 Or more
Reasons for starting
business
• Survival
• Entrepreneurship
• Hobby
• Income while
unemployed
• Job creation
• Saw an opportunity in
the community
• Supplement formal
income

Customers
•
•
•
•
•

Youth

Big businesses
External customers
Government
HH/community
Other small businesses

Number of youth
owners

Given that the dependent variable had more than two categories, multinomial logistic regression model was identified as the most
appropriate. This type of regression is widely used to model the outcomes of a polytomous response variable; in other words, a
categorical dependent variable with more than two categories. For a dependent variable with k categories, multinomial logistic
regression results in k-1 models, with the kth category used as a reference category.
Therefore for this study, 5 models were run for the different categories of lifespan; and category lifespan = over 10 years was used
as the reference category. Further, dummies were created for all independent categorical variables; except ‘Youth’ since it was the
only numeric variable (number of youth business owners).
Forward Stepwise selection was employed to select the most relevant variables for the model; and from this selection only the
following variables were significant:
• Youth
• Some categories of Turnover
• Some categories of Reasons for starting the business
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All other variables were insignificant and were therefore excluded from the models.
The estimated models were as follows:

Lifespan …….0 to 1 Year

						

Final model interpreted

Bearing in mind that the reference category is Lifespan = over 10 years, the above model indicates that businesses that are primarily
established for job creation have 0.46 much lower odds of surviving for a period less than a year than a period over 10 years. In
simple terms, businesses that are established for any other reason but job creation are 2.2 times more likely to survive for a year
than a period over 10 years. For turnover between R307,601 and R614 400, businesses for which the annual turnover outside
the band have 8.3 times (1/0.12) more chances of surviving for a year than a period over 10 years. Interestingly, businesses with
additional youth owners are 1.93 more likely to survive for the first year than a period over 10 years.

Lifespan …….1 to 2 Years

For lifespan 1-2 years, two categories of Reason for starting business and only three categories of Turnover were significant. The
model indicates that businesses within annual turnover categories R1 to R4 800 and R4 801 to R9 600 are 1.46 times likely to
survive for a period up to 2 years compared to a period over 10 years. Contrarily, businesses that are primarily started for any
reason than job creation and hobby 2 times (1/.43 and 1/.35 respectively) more likely to survive for up to 2 years than a period
over 10 years.

Lifespan …….2 to 4 Years
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From the above, businesses whose turnover ranges from R1 to R9 600 are at least 1.3 times more likely to survive for 2 to 4 years
than a period over 10 years. Further, businesses that are primarily started for any other reason apart from job creation are 2.56
times more likely to survive for 2 to 4 years than a period over 10 years. Worth noting is that as is the case with other models, youth
owned businesses are 1.63 times highly likely to survive for 2 to 4 years than a period over 10 years.

Lifespan …….4 to 6 Years

The lifespan 4 to 6 model indicates that businesses with the annual turnover of between R1 and R9 600 are at least 1.33 times
more likely to survive for 4 to 6 years than a period over 10 years. Further, youth owned businesses are 1.63 times more likely to
survive for 4 to 6 years than a period over 10 years.

Lifespan …….6 to 10 Years

For the lifespan between 4 to 6 years, Job creation, Youth ownership and Turnover between R4 801 and R9 600 were the only
significant variables. The model indicates that businesses that are primarily started to create jobs are 1.5 times more likely to
survive beyond 6 years than a period over 10 years. Further, businesses with the annual turnover of between R4 801 and R9 600
are 1.49 times more likely to survive for 6 to 10 years than a period over 10 years. For this lifespan, youth owned businesses are
0.39 times less likely to survive for 6 to 10 years.

5.5.1.1 Summary
Generally, the results of the lifespan models were somewhat unexpected. It could have been expected that the type of customers
would be critical for sustainability. For instance, while it could be assumed that businesses whose customers include government
are relatively more sustainable, the results of the models indicate that sustainability does not really depend on customers. Further,
it could be expected that the levels of employment would be important, from the point of view of productivity; however, the result
are reflecting the opposite. Overall, the models indicate that of the five variables selected for the models, neither employment
levels nor customers are critical for business sustainability; instead, job creation, youth ownership and turnover are rather critical,
although the probability of sustainability varies across the categories of the three variables.

5.5.2 Model 2: Is there a relationship between registration status of a township business
and its success?
A binomial logistic regression was the most appropriate model to predict the probability of township businesses succeeding,
as a result of their registration status. This kind of model is usually used to determine the chances of the dependent variable
(dichotomous) assuming a certain status, given one or more independent variables that can be either continuous or categorical.
The key question that the model attempted to respond to was whether or not there is a relationship between registration status of
a township business and its success; where, success was measured by a combination of business turnover, lifespan of the business
and the premises from which the business operated in.
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With the above, the following hypotheses were specified.
H0: there is no relationship between registration and the success of the business
H1: there is a relationship between registration and the success of a business
In theory, it could be expected that the more successful a business becomes is the more likely that the business would want to and
be more willing to comply with the required regulations.
The variables for the model were specified as follows:
Dependent variable: Registration (Yes or No)
Independent variables:
Lifespan

Turnover

Type of building from which the business operates

0 To 1 Years

R 2 457 601 Or more

1. Formal House/concrete structure on a separate stand

1 To 2 Years

R1 228 801 To R2 457 600

2. Flat or apartment in a block of flats

2 To 4 Years

R1 To R4 800

3. Semi -detached house not in a complex

4 To 6 Years

R153 801 To R307 600

4. House, flat or room at the backyard

6 To 10 Years

R19 601 To R38 200

5. Informal dwelling or shack in backyard

Over 10 Years

R307 601 To R614 400

6. Informal dwelling NOT in backyard

R38 201 To R 76 400

7. Street

R4 801 To R 9 600

8. Business complex

R614 001 To R1 228 800

9. Other (specify)

R76 401 To 153 800
R9 601 To R19 600

Business Registration Model

Based on the above equation, businesses operating in formal houses, Flats and other types of buildings not listed on the variables
are the only variables with the highest probability of being registered. The odds of township businesses operating in formal
houses and flats to be registered are respectively 2.23 and 2.31 times more than those of businesses operating elsewhere. In view
of those operating from outside business complexes, chances of registration are 2.34 times higher than business operating in
business complexes. For lifespan, businesses with more than 10 years of duration are more than 1.3 times likely to be registered
than those whose lifespan is less than 10 years. Additionally, we can conclude that there is about 3.98 times more chance that
businesses realising the annual turnover outside the band R4 801 - R9 600 are registered.

5.5.2.1 What does it all mean?
In summary, the model indicates that there is a relationship between registration and some categories of turnover and buildings
from which businesses operate and lifespan. Businesses that the operating from flats and formal houses are relatively highly
likely to register compared to those operating from elsewhere. This is not surprising, given that business operations within formal
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houses and flats are normally easy to spot and are relatively much more organised. Further, it seems that the more experienced
businesses are more likely to register; interestingly, the probability of businesses whose lifespan is more than 10 years being
registered is relatively higher than that of businesses that have existed for less than 10 years.
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6 CONCLUSION
The baseline survey has revealed vital insights about the Gauteng townships. In line with the existing literature, the survey has
shown that township businesses are mostly operating within retail and services sectors; with the majority being spaza shops,
salons and shebeens. Further, the survey has indicated that township businesses cater for the needs of the communities within
which they operate, and not necessarily the needs of the mainstream economy, although linkages and leakages exist between
downstream businesses and the major industries. Importantly, bad debt has been identified as one of the key, common challenges;
thus indicating that in trying to meet the needs of the communities, township businesses offer credit haphazardly; no risk
calculation is made, hence the challenge.
While retail and services sectors are dominant within township communities, the survey has indicated that the manufacturing
sector on the other hand, has potential for growth. The sector is mainly dominated by plastic recycling and auto body repairs.
There is not much activity within other manufacturing sub sectors; yet, the sector is by nature diverse and has potential to become
a link between townships and the mainstream economy. Township businesses seem to be focused on transferring goods and
services from big industry players to communities, a mind set which requires change if township economies are to be successfully
transformed.
Interestingly, foreign business owners are not as many as often alleged to be. Across the sectors, the survey reported relatively few
foreign business owners. Overall, of the surveyed businesses, 80% were South African. Notwithstanding the relatively low number,
many of the foreign business owners were operating within critical sub sectors, particularly those of the manufacturing sector.
Significant relative percentages of locals were observed in recycling, suggesting the need for targeted skills development for the
township manufacturing base to grow.
Although the survey did not compute the actual contribution of township businesses to unemployment, it suffices to conclude
that township businesses are making a difference in unemployment and poverty levels within township communities, given the
employment levels reported by the survey. While the businesses are not creating mass employment, the fact that many of them
are operational and are employing at least one person, makes a difference. Generally, there are low barriers to entry and low capital
requirements for township business operations; hence many of the businesses are started to help households survive; although
most of them are not generating sufficient turnover.
The survey has further indicated that township businesses do not have a standard, structured way of operation. These businesses,
operate from wherever there is potential to make money; with some operating from the streets for convenience. Many of those
within the retail sector are located along high streets, to take advantage of the foot traffic.
The models have indicated that there is a relationship between registration and some categories of turnover and buildings from
which businesses operate and lifespan. Businesses that are operating from flats and formal houses are relatively highly likely to
register compared to those operating from elsewhere. Further, neither employment levels nor customers are critical for business
sustainability; instead, job creation, youth ownership and turnover are rather critical for township business sustainability.
Township businesses are mostly fluid and largely mobile; thus making it difficult to measure the township business community
consistently; however continuous efforts to acquire frequent township level data are critical.
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RECOMMENDATIONS

The fact that township economies are of critical importance cannot be overemphasised; therefore the study makes the following
recommendations, based on the conclusions:
• While it is important to relentlessly focus on local communities, township businesses need to be encouraged to seek and
pursue opportunities that allow business expansion and growth beyond their communities. Where possible, co-ownership
should be encouraged to minimise duplication and concentration of similar businesses in the same areas.
• Township businesses need to avoid introversion and actively seek to understand broader trends outside their space and
environment. Basic understanding of issues of the economy and business operations is critical.
• Locals need to take advantage of the knowhow and skills possessed by foreigners; the mindset of foreigners having taken over
townships needs to change. Some of the knowledge and skills that foreigners have, needs to be transferred to locals.
• Established businesses need to be encouraged to allow co-ownership with youth to stimulate innovation and sustainability.
• The Manufacturing sector growth gaps need to be bridged, and the linkages be established between township businesses and
the established businesses.

8

AREA OF FURTHER RESEARCH

The study did not attempt to measure the Township GVA. This is an area that still requires attention, given that the township
environment is significantly different form the mainstream economy.
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THE QUESTIONNAIRE
TOWNSHIP BASELINE STUDY 2015/16
1. NAME OF CDW CAPTURING
2. CONTACT NUMBER OF THE CDW CAPTURING

LOCATION
3. BUSINESS NAME
4. STREET NUMBER
5. STREET NAME
6. WARD
7. TOWNSHIP
8. MUNICIPALITY

BUSINESS INFORMATION
9. IS THE BUSINESS ACTIVE?

Yes
No

10. WHAT IS THE BUSINESS REGISTERED AS?

1. Close Corporation (CC)
2. Cooperative
3. Joint Venture
4. PTY
5. Trust
6. Other
7. Not Registered

11. IS YOUR BUSINESS RUN FROM YOUR
RESIDENTIAL HOME OR A SEPARATE LOCATION?

Yes

12. WHAT KIND OF BUILDING DOES YOUR BUSINESS
OPERATE IN?

1. Formal House/concrete structure on a separate stand

No

2. Flat or apartment in a block of flats
3. Semi -detached house not in a complex
4. House, flat or room at the backyard
5. Informal dwelling or shack in backyard
6. Informal dwelling NOT in backyard
7. Other (specify)

13. DO YOU OWN THE BUILDING?

Yes
No
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14. HOW LONG HAVE YOU BEEN IN BUSINESS?

1

0 -1 years

2

1-2 Years

3

2-4 Years

4

4-6 Years

5

6-10 Years

6

Over 10 years

7

Declined to answer

15. WHAT IS THE MAIN ACTIVITY FOR YOUR BUSINESS?
1. Retail -Baking & confectionary

2. Services-Gym

3. Retail-Spaza shops

4. Services-Sewing/Tailoring/shoemakers

5. Retail-Butchery

6. Services-Sanitation (plumbers)

7. Retail- Fish & chips

8. Services-Mobile toilets

9. Retail-Fruit & vegetable stalls

10. Services-Dry Clean

11. Retail-General Dealers

12. Services-Car wash

13. Services-Hair Salon/ Barber

14. Construction & real estate-Brick laying/
manufacturing

15. Services-Shebeen

16. Construction & real estate-Construction
business

17. Services (-Shisanyama)

18. Construction & real estate-Buying/selling of
property

19. Services-Security company

20. Construction & real estate-Renting

21. Manufacturing-Furniture

22. Tourism-Tourism guide & logistics

23. Water sports & recreation parks

24. Tourism-Bed and Breakfast

25. Manufacturing-Clothing and textile

26. Tourism-Restaurants

27. Manufacturing-Auto body repairs and

28. Tourism-Catering and events

29. Maintenance Auto mechanics

30. Manufacturing-Steel production

31. Manufacturing-Tar and oil production

32. Manufacturing-Carpentry

33. Manufacturing-Welding pipe and fitting

34. Manufacturing-Charcoal manufacturing

35. Manufacturing-Waste and oil recycling

36. Manufacturing-Plastics recycling

37. Transport-Minibus taxi ownership

38. Transport-Automotive cooperatives

39. Transport-Logistics company

40. Transport-Taxi Associations

41. Transport-Tour operators

42. Agric & agro processing-Olive oil for fuel

43. Agric & agro processing-Biofuel

44. Agric & agro processing-Milling

45. Agric & agro processing-Vegetable production

46. Agric & agro processing-Poultry retail

47. Finance –Stokvel

48. Finance -Mashonisa/Money lending schemes

49. Finance -Burial society

50. Creative industry -Arts and craft Cinemas

51. Creative industry -Music Entertainment Company

52. Creative industry -Fashion design

53. Creative industry -Music and video production

54. Beadmaking

55. Green Economy-waste management

56. Creative industry -Coordination of cultural
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57. Govt & Comm Services-Child/elderly care

58. Events

59. School/police uniform

60. Feeding Schemes

61. ICTS-internet

62. Office furniture

15. WHERE DOES YOUR BUSINESS BUY ITS GOODS OR SUPPLIES?
1. Wholesaler

2. Direct from Factories

3. Retailer

4. Other small businesses

5.

6. Direct from Farms

Street

7. Other(specify)
16. WHO ARE YOUR CUSTOMERS
1. Households/the community (local)

2. Government

3. Other small businesses

4. Other (specify)

5. External clients (not the local community)

6. Big businesses

7. Government
17. HOW MANY PEOPLE HAS THE BUSINESS EMPLOYED?
1–5
5– 10
10 – 20
20 -50
50+
18. HOW MUCH IS YOUR ANNUAL TURNOVER?
0 AND R 500 000
R501 TO R 999 000
R 1 MIL – 3 MIL
R 3 MIL AND ABOVE
DECLINE TO ANSWER
19. WHY DID YOU START THE BUSINESS?
1.

To survive

2.

Supplement my formal income

3.

To have income while unemployed

4.

I saw an opportunity in the community

5.

It started as a hobby and I decided to pursue it

20. WHAT CHALLENGES IS YOUR BUSINESS FACED WITH?
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OWNERSHIP
21. CITIZENSHIP
South African
Foreign (state country)
Unknown
22. GENDER
Female
Male
23. AGE
1. less than 15

2. 15-19

3. 20-24

4. 25-29

5. 30-34

6. 35-39

7. 40-44

8. 45-49

9. 50-54

10. 55-59

11. 60-64

12. 65-69

13. 70-74

14. 75+

24. WHAT IS YOUR HIGHEST LEVEL OF EDUCATION?
1. No Education

2. Grade 0 or Grade R

3. Grade 1 or Sub A

4. Grade 3, Std 1 or L1

5. Grade 4, Std 2 or L2

6. Grade 5, Std 3 or L3

7. Grade 6, Std 4 or L4

8. Grade 7, Std 5 or L5

9. Grade 8, Std 6, L6 or Form I

10. Grade 9, Std 7, L7 or Form II

11. Grade 10, Std 8, L8, Form III, NTC 1

12. Grade 11, Std 9 or Form IV

13. Grade 12, Std 10, Matric

14. Certificate - College, Technikon or University

15. Diploma - College, Technikon or University

16. Technikon or University degree

17. Post graduate degree

18. Unspecified

25. DO YOU HAVE ANY FORM OF DISABILIY
Yes
No

Your cooperation in providing honest answers has greatly been appreciated.
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56 Eloff Street, Umnotho House,
Johannesburg
Private Bag X 091, Marshalltown, 2107
Tel: 011 355 8000
Fax: 011 355 8694
www.ecodev.gpg.gov.za

