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FOCUS NOTE
Housing and Finances for the Poor

By Daryl Collins
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1 This "#3%&"()is an excerpt from a paper prepared for the KfW Financial Sector Development Symposium, held 9 November 2006
in Berlin.

2 Kuyasa Fund (2005) “Delft Area Housing Needs Analysis” Research supported by FinMark Trust, available at
http://www.finmarktrust.org.za/documents /2005 /AUGUST /Delft_report.pdf.

3 Compared to household income, see footnote 5 on page 4 for more details.
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Case study: How a household ntighve and borrow to acquire a

home, South Africa, 2004
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Table 1: Jonas and MimimiOs typical monthly budget
South African Rand U.S. Dollars ($)
Source of funds R 3,307 $509
Business profits R 2,107 $324
Regular wages R 1,200 $185
Uses of funds R 3,171 $488
Cell phone R 38 $6
Cigarettes R21 $3
Electricity R 101 $16
Food R 320 $49
Send money to Eastern Cape R 200 $31
Transport to shopping R9 $1
Transport to work R 81 $13
Savings clubs R 2,400 $367
Net savings in bank R 136 $23
)

4 Followers of the Financial Diaries !"#$%& "' ()%vill recognise Jonas and Mimimi from past !"#$%& "' ()%uch as Stocks and Flows:

Quantifying the Savings Power of the Poor.
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How many people own homes?
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Chart 1: Home ownership, with respect to the home where the household lived

Owning a shack in the urban areast a house in the rural areas
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Chart 2: Home ownership, based on owning a home anywhere



What about shack ownership?
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Chart 3: South Africa: Average estimated home value

How did households mage to acquire theséhomes, if they ar2

SO poor?
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5 In Bangladesh and India, the benchmark used to determine a significantly large lump sum of money was about $50. In South Africa,
where income distributions are wider, the benchmark was based on each household’s average monthly income.
benchmark across households was $425 per month. The higher average South African income hides a wide distribution of incomes,
even within these poorest of areas. Over all three areas in South Africa, roughly two thirds of the sample have incomes that are
higher (often well higher) than those in India and Bangladesh, but one third of households have incomes that are as low or lower than

$50.

¢ When making comparisons between the three countries, we converted all local currencies figures into dollars at the average market
exchanges rates over the times of the studies. These exchanges rates are South African Rand 6.5/US$, Indian Rupees 47 /US$ and

Bangladesh Takas 50/USS$.
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Table 2: How large sums are used (Nenof lump sums and % of total)

Bangladesh India South Africa
Use of sum Number % of total Number % of total Number % of total
Emergency 6 7% 9 6% 11 17%
Life cycle 22 23% 45 28% 17 26%
Opportunity 66 70% 108 67% 37 57%
Total 94 100% 162 100% 65 100%
)
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Table 3: Lump Sums Used for Opportumn{fdumber formed over the study year)

Bangladesh India South Africa Total
Personal assets
Land & building 14 14 13 41
Livestock 3 1 0 4
Business/ farming
Capital goods 2 4 2 8
Stocks/inputs 29 48 0 77
Other
On-lending 9 15 1 25
Emigration 1 0 0 5
Savings 0 4 6 10
Repayment 7 1 5 13
Durable goods 1 5 7 13
) Education 0 0 3 3

Case study: A disappointing endittgsaving efforts, India, 2001
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7 This case study comes from the Indian Financial Diaries study which was implemented by Orlanda Ruthven. For details on this study,
see Ruthven, O. (2002): “Money Mosaics: Financial Choice & Strategy in a West Delhi Squatter Settlement” *'$+,-.&"/&0,()+,-(1",-.&
2)3)."45),( 14, 249-271.



Case study: Housing financedaprogrammes, South Africa, 2004
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Chart 4: South Africa: Means of acquisition, house-owners



Incremental spending and home extensions
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Chart 5: South Africa: Estimated house value, by means of acquisition
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Tenure and home ownership
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Chart 7: South Africa: Types of tenure among home owners

How does tenure relate to quiy of investments in homes?
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Chart 8: South Africa: Home spending, by types of tenure



The second home phenomenon
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Chart 9: Bangladesh: Percent of households, by types of tenure
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Case study, Urban wages faral renewal, India, 2001
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WhatOs in a home?
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