Restitution Financing:  Simon’s Story

Simon Mabulawa, a small business owner from Nyanga, recently became the first beneficiary of restitution financing for enterprise development – a joint venture between the Restitution Foundation and ABSA bank.
Restitution financing is a mechanism developed by the Restitution Foundation to assist individuals (victims of Apartheid) who would normally not qualify for credit from banking institutions to qualify for loans and in doing so enable them to build up an own credit record (the majority of South Africans are poor and do not have surety to offer to banks as collateral to obtain loans in order to enhance opportunities in business, housing, education, agriculture and health). 

Following years of unemployment, Simon started his own garden service business. He was mentored by the Warehouse
 who trained him in Business Skills and Development. They also assisted him financially so that he was able to purchase the necessary equipment for his business. Over time, Simon’s company began to grow and show signs of success.

However, there was one major setback: Simon had to rely on taxis to transport his equipment from his home to wherever he was working during the day. Not only was this inconvenient and costly, but it limited the amount of work Simon could take on.

Eventually, Simon managed to buy a second-hand station wagon, and the success of his business continued to grow. He was able to take on larger contracts, and even secured government tenders. Although his station wagon sufficed for the smaller jobs, larger tenders meant that he had to frequently hire a bakkie. It became clear that in order for his business to reach its full potential, he would have to buy his own heavy duty vehicle. 

As Simon had no credit record, collateral, or even a bank account, he did not qualify for a loan. The Restitution Foundation heard about this situation through the Warehouse. Together with Simon, representatives of the Foundation met with leaders of ABSA bank. With the offer made by the Restitution Foundation to pay the interest on the loan as an act of restitution, ABSA awarded Simon the funds to buy a bakkie for his business. An agreement was made between Simon and ABSA that Simon would repay the loan to the bank in monthly instalments over a period of 4 years. The monthly interest to the loan would be deducted from an account of the Restitution Foundation with ABSA.
The addition of the bakkie to his business has meant that Simon can take on far more and much bigger jobs, thus establishing himself as a successful entrepreneur. He now also has a credit record, which may aid him in securing further loans in the future. Further mentoring ensures that he is equipped with the skills to continue with the successes he has started to enjoy.

The Restitution Foundation discussed with Simon the restitution aspect of the Foundation’s involvement in securing him the loan. Simon’s responsibility in the matter was clearly stated – this was not an act of charity, but rather a means whereby the Foundation could ‘do’ restitution on behalf of those who benefited during the Apartheid era. 

� The Warehouse (www.warehouse.org.za) is a Cape Town based NGO who seeks to change the lives of the poor by restoring their dignity and building meaningful relationships with them.





