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1 Introduction

Various estimates of stokvel membership exist in South Africa with farly large
discrepancies between them. In some surveys, stokvel membership seems to be seriously
under-reported. This study aims at investigating available survey data to gain a better
understanding as to why there are various estimates for stokvel usage in the country.
Using the insights gained from the investigation, this study also attempts to give

recommendations regarding improving the measurement of stokvel usage.

2 What is a stokvel?

Before undertaking any analysis, it is imperative to find or develop a clear cut working
definition of what a stokvdl is.

2.1 Defining stokvel

The term ‘stokvel’ seems to cause much debate. No clear cut working definition exists on
stokvels. Many studies merely use a definition generalised when studying a particular
stokvel, or just relies on a description of Shirley Ardener’s (1964) rotating savings and
credit associations (Irving 2005: 14)*. Thus, this study looks at two definitions of what a
stokvel is. The National Stokvel Association of South Africa’s? definition is:

A stokvel is a 'voluntary group' of people, or club, where individual members
choose to belong. The group is always formed on the basis of trust between
members, friendship and a strong sense of mutual responsibility. The members

of the stokvel group agree upon the group's purpose, its rules and its outcomes.

Though not as clear cut a definition, it does implicitly highlight a few key characteristics
that are associated with a stokvel:
= Membershipisby choice

Yrving looks at research on stokvelsin the working paper Informal Savings Groups in South Africa:
Investing in Socid Capital.

2 The definition was retrieved from the National Stokvel Association of South Africawebsite.
http://www.nasasa.co.za




= Groups are informal (though these groups have become much more formalised);
they are not formally regulated but rely on trust as the mechanism to ensure the
safety of funds
= Functioning of these groups is solely the responsibility of members.
Verhoef defines a stokvel as atype of credit union in which a group of people, by mutual
agreement regularly contribute to common pool and circulate the pool among the group.
(2001:263) This definition clearly has a reliance on Ardener’s description of the rotating
savings and credit association, which is only one form of a stokvel. While this definition
is useful, it is clearly inadequate as a definition for a stokvel. Thus, for anaysing
purposes, this study will use the definition as used by the National Stokvel Association of
South Africa

2.2 Classification of stokvels

Stokvels can be characterised as rotating schemes or accumulating schemes. A rotating
scheme, called the rotating savings and credit association (ROSCA) is form of
association where participants make regular contributions to a fund, which is in turn,
given in whole or part to each contributor. (Ardener, 1964:201) As a result, none of the
contributions remains in the pool and the funds in the stokvel are depleted at the end of a

cycle.

Similarly, accumulating schemes, or accumulated savings and credit associations
(ASCAYS), have participants that regularly make contributions to the fund. However, the
contributions are retained within the fund and are managed by members through various
activities such as extending loans, investing, etc. These schemes can operate indefinitely
or dissolve after a pre-agreed period, with the fund and its accrued profit being
distributed among the members. (Rutherford 1999:25)



2.3 Types of stokvels

According to Verhoef (2001), four categorised types of stokvels exist® (2001:263-273).
The four stokvels are generad savings club, buriad societies (makgotla), investment
stokvels and high-budget stokvels. Each of these varies in membership size, contribution

size and rules of operation.

It is interesting to note that from a research perspective all types, except for burial
societies, tend to be blanketed under the terms stokvel, syndicate, and society, buying
clubs or umgalelo although burial societies are treated as a field on its own. Therefore,
for the purposes of this document stokvels will include all clubs excluding buria

societies. Burial societies will be included under the term informal savings group (1SG).

2.4 Other names for a stokvel

Stokvels are called various names in various cultures and languages. Among the Sothos,
stokvels are known as mahodisanas or mogodisd. The Xhosas of the Western and Eastern
Cape know stokvels as umgalelos, and amafellas. They are also known as gooi-goois
among the Afrikaans-speakers in the Western Cape. A burial society is aso known by
various names. They are called makgotlas or masingcwabane among the Xhosas.
Terminology isthus acrucia aspect as it may impact on the interpretation of the question

by survey respondents.

3 The Surveys

3.1 Brief Overview

Data from six surveys were used to analyse informal savings group usage. All surveys

used as data sources for the investigation were conducted on a face-to-face interview

3 For adetailed discussion on the various types of stokvels, refer to the document Informal Financial
Service Ingtitutions for Survival: African Women and Stokvelsin Urban South Africa, 1930 — 1988 by
Verhoef, pages 263-296



basis, with one having a self-completion questionnaire. Four of the surveys (FinScope™™*,
SAARF® AMPS®?, FutureFact People Panel (an urban sample only), and Labour Force
Survey) used samples representative at a national level, while other surveys (Financial
Diaries, Khayelitsha/Mitchell’s Plain) used specific samples that were sufficient to satisfy
the objectives of the study. The age group of respondents varies among surveys. For ease
of analysis, the investigation is restricted to adults aged eighteen and over®.

3.2 Usage of stokvels

FinScope™

Tracking the FinScope™ survey over time, data from year to year varied quite
substantially for membership of informa savings groups. From 2003 to 2006, disclosure
on memberships to stokvels varied between roughly 5% to just over 9%, with 2005

showing a significant drop in estimates.
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Figure 1: FinScope™ data for 1SG

* Sampling and methodologies for FinScope™ surveys are found in the FinScope™  Findings Brochure for
the relevant year

® Refer to the SAARF® website for sampling and methodol ogy

® In certain surveys, data was aready grouped such as SAARF® AMPS® 2003 and FutureFact People
Panel. In SAARF® AMPS® 2003, the age group 16years and over was used and for Future Fact People
Panel 2003 data, 15 years and older.



Burial society estimates followed a similar trend to that of stokvel estimates. From 2003
to 2006, estimates for burial societies varied between roughly 15% and 29%. Estimates
for athree year period, starting from 2003, show a significant drop with some recovery in
2006.

The reasons for the significant drop, most notably in 2005, could largely be attributed to
the change in the survey questionnaire. In years prior to 2005, the questionnaire asked
explicitly whether the interviewee belongs to a stokvel and burial society in a separate
section of the questionnaire. From 2005, the questions on stokvel and burial society
membership form part of a more general section on experiences with various financial

products.

SAARF® AMPS®

The question in the SAARF® AMPS® survey differs from the FinScope™ survey. That
survey investigates attendance at stokvels and buria society meetings as opposed to
product ownership. As attendance at a stokvel or buria society meeting does not
necessarily constitute membership of a group, an assumption was made that if an
interviewee attends an informal savings group meeting at least once a month, that person

isamember of the group.

Survey data for SAARF® AMPS® 2003 to 2006 appears to be more stable than
FinScope™ data. Estimates for stokvel membership varies between 13% and 15% while
burial society membership is estimated to lie between 20% and approximately 23% of the
adult population (18+).
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Figure2: SAARF® AMPS® data on attendanceto | SG

As noted above, the questions in the survey relating to stokvel and buria society
membership have not changed over the four years.

Labour Force Survey

Labour Force Survey data, as with FinScope™ survey, shows some variance over time.
For the period 2001 to 2003, survey data on stokvel usage was fairly constant. However,
in 2004, the estimates were uncharacteristically high, compared to previous years. It
should be noted that the Labour Force Survey question relates to households that have
savingsin astokvel.
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Figure 3: Labour Force Survey data on householdswith savingsin stokvels

It is not clear why the data shows an increase in 2004.

FutureFact People Panel

Having reviewed surveys conducted by FutureFact for |SG usage, which included People
Panel 2003 People Scape 2004 and 2006, only the People Panel 2003 Survey contains a
guestions related to 1SG usage. Data from that survey is therefore presented for the
purposes of comparison only. According to that survey roughly 8% of adults belong to a
stokvel’. This estimate is fairly low compared to other data sources, with FinScope™
estimating over 9% percent and SAARF® AMPS® estimating over 13%for the year
2003. Estimates relating to burial society membership are broadly aligned with
FinScope™ (29%) and AMPS (21 %).

" The FutureFact People Panel survey asks the question, ‘Which of these do you attend or belong to?’
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Figure 4: FutureFact data on member ship to an | SG

Financial Diaries

The Financial Diaries Project® found that approximately 67% of households belonged to a
stokvel during the course of the study. This percentage is significantly higher than
national survey data from FinScope™ and AMPS.

Khayelitsha/Mitchell’s Plain Survey

The Khayelitsha/Mitchell’s Plain Survey® in 2000 also found higher than expected
estimate for 1SG usage. Roughly 83% of respondents disclosed having contributed to a
burial society while 19% of respondents disclosed having made contributions to a
stokvel.

A summary of al findingsis presented below:

® The Financial Diaries Project was a year-long study of 170 households in three areas (Langa, Lungangeni
and Diepsloat), where fortnightly interviews were conducted on financial management in poor households.
® The Khayelitsha/Mitchell’s Plain Survey was a survey conducted on approximately 5000 respondents in
the area spanning from Khayelitsha to the Mitchell’s Plain area on issues such as education, employment,
etc. Refer to the Centre of Socid Science Research website, http://www.cssr.uct.ac.za.
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Table 1: Summary of survey data of the various data sourceson | SG (% of respondentsin the

sample)

9.24% 7.70% | 4.96% 7.17%
28.71% | 21.98% | 14.84% | 19.16
13.37% | 14.42% | 14.33% | 13.84%
21.20% | 22.57% | 21.96% | 20.59%
6.86% | 6.01% | 6.45% 8.22%
7.82%
25.57%
67%

19%
83%
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3.3 Reasons for different results

The widely varying estimates of stokvel and burial society membership from different
data sources are clearly a cause for concern. There are two key reasons for these
differences, the first related to sampling differences and the second relating to non-

sampling issues.

3.3.1 Sampling bias

The Financial Diaries (“FD”) and Khayelitsha/Mitchell’s Plain (“KMP”) survey
estimates are unusually high compared to FinScope™ and AMPS. However, the FD and
KMP samples are not representative a a national level. In the case of Financiad Diaries
the samples are taken from three poor communities with a population group pre-
dominantly made up of Africans. In the Khayelitsha/Mitchell’s Plain Survey, the sample
comprises coloured and black households. These communities are also predominantly
poor. However, even when restricted to relatively poor black respondents, as in the case
with FD, FinScope™ still comes in at 9% and AMPS a 17%. It is not clear why the

estimates for these two data sources are so low when compared with FD.

3.3.2 Non-sampling bias

FinScope™
One hypothesis relating to the varying estimates from year to year relates to the survey
guestionnaire itself. The structure of the questionnaire as well as the questions relating to

stokvels and burial societies has changed over the years.

In 2005 and 2006, the questionnaire looked as follows

12



PENETRATION PENETRASIE

P1. We are going to talk about your personal experience with various Pl Ons gaan oor jou persoonlike ervaring van verskillende produkte
products and services. dienste praat.
Flesse tell me about vour experience with each of the following, using Yertel my asseblief van jou eraring met elk van die volgende de
the options | am about to show you. die opsies te gebruik wat ek aan jou gaan wys.
I
1. HAND RESPONDENT SHOW CARD P1. 1. GEE TOONKAART P1 VIR RESPONDENT.
2. READ OUT STATEMENTS. 2. LEES STELLINGS VOOR.
3. SINGLE MENTION PER STATEMENT. 3. EEN ANTWOORD PER STELLING.
4. RECORD ON GRID OVERLEAF UNDER Q.P1. 4. NOTEER OP TABEL OP VOLGENDE BLADSY ONDER V.P1

Figure5: Question in the FinScopeTM survey asfor 2005 and 2006
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Figure 6: Reponsesfor 2005 for question in the previousfigure
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Figure 8: The position of stokvels and savings club and size of the option.
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Figure 9: Question on burial societiesin 2006

In 2003 and 2004, the questionnaire looked like this:
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SECTION CZ STOKYELS AND SAVINGS CLUBS AFDELING C} STOKVELLE EN SPAARKT UBS
ASE AIT IRAALA
SAVNGS CLUBS SPAARMLIBS
Iufary people in South Bfrica belong to informal socielies or grop 9al. Gaie mense 0 Swid-Fks behoort 2an iforele veenigings of
saving hemes such az sbobwels, sauings dubs or invesiment grospspaask e sors sokardle, spaskdihs of bdepoigskdihs
clubs to which they condibute on a regular baziz. Do oyou wasiy leeop h gereelide gondsig bydrz B dvont if persoonkk
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Figure 10: Question on member ship in 2004 survey

SECTION G2 STOKYELS AND SAYWINGS CLUBS AFDELING C2 STORKVELLE EN SPAARKI UBS
ASKAIT TRAANA
SAYNGS CLUBS SPAARKILUBS
hdare people in South Bfrica belong to irforrmal societies or group 9a. Czie mense in Suid-dfekz beboot zan ifornele verenigngs of
zawing schemes such a3 stokaels, savhgs clube arimeestment clubs groepspasiekentes soog stokvelle, spaaribibs of bedegaingskiibs
0 which they corfribute on a regular bazie. Do wou perzonally waaty holle op 0 gereslde grondslag budva. Gebood fir persoanti;
helong to ary of theze types of clube ornot? 220 emige van hissde tipe kiuhe of nier
o | |
Tesia -1
Mo/ es 2 = GO TO QT MGAANNA 1

Figure 11: Question on membership in 2003

For buria societies:
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Figure 12: Question on burial society membership for 2004
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Figure 13 Question on burial society member ship for 2003

SAARF® AMPS®
Questions in the SAARF® AMPS® questionnaire on stokvel attendance appear in two
sections of the survey, one in the middle of the questionnaire and one more towards the

end. The question from the middle of the survey is shown below.

VIDOT 3

AMPS 2006 0
4  ASK ALL 4 VRAALMAL
4  SHOWCARD J4 "ACTIVITIES 4 WEEKS" & TOONEAART J4"AKTIWITEITE 4 WEEE"

J4. Flease tell me which of these activities you PERSONALLY have done  J4 38 asgehlief wir my watter van hiepdie aktiwiteite u PERSOONLIK

during the PAST 4 WEEES? gednen het in die AFGELOPE 4 WEEE?
4  RECOED ANSWER(S) 4  NOTEER ANTWOORI(E)
r

1. Eaten in a restaurant [ steakhouse, excluding workplace 4357-1 1. In 'n mestourant / vlelsrestourand gedel. uitgesluit est
eating facilities, e.g. canteens and cafeterias fagiliteite by werksplek by, Bantians en kafeterias

2 Personally bought take-away food from a permanent fast 2 2 Het persoonhik self wemmeemetes gekoop van 'n permanente.
food outlet yourself kitshediening eetplek

3 Personally ordered take-mway food that was delivered to 3 3. Het persoonlik wesneemetes beste] wat by u huis of
your horae or place of work werksplel afzelewer is

4 Hired awideotape  DVD for home viewing 4 4 ‘n ¥idechand fDVD gehur om tiuis na te kyk

5. Attended a Stolovel meeting 5 5. Het 'n Stokyebergadering hygemroon

A, Bought lottery ticket(s) [ B, Het lotery hanrtjie(s) gehoop

1. Bought scratch card(s) 7 7. Het brapkaartie) gekonp
HONE CF THE ABOVE i GEEN VAN BOSEMELDE NIE

Figure 14: Question that appearsin the middle of the questionnaire

The question below was found at the end of the survey.
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SPORT, ENTERTAINMENT AHD LEISURE: 501 pgss

25 Far the activities listed below, please indicate your personal frequency of each activity, if at all: (please bick
the appropriate FREQUENTY nesxt to each achivity lsted)

WEEKLY | MOWTHLY | vEaRLy | MTAT WEEKLY | MONTHLY | vEapLy | M1 AT
Singing, e.q. in a chair (19 1 2 3 4 Gardening: tending ta
flowers, plants, the lawn,
Bake for pleasure (a0 1 3 3 4 etc (45 1 3 3 4
Cook for pleasure @1 1 2 4 4 Gardening; groming
vegetables, fruit, crops,
Knitting! crachet @) 1 2 4 4 etc (8 1 2 4 4
Meedewnrkl tapestry @) 1 2 4 4 Attend_a stokwelizyndicater
) , society (47 1 z 3 4
Sewingl dressmaking a9 1 2 4 4
Attend a burial society
Have heauty treatments, meeting (45 1 2 3 4
e.d. manicure, pedicure,
facial 28 : . e . Attend a funeral 49 1 2 4 4
Sunbathing (26 1 2 3 4| | Atend traditional gatherings g, 1 2 3 4
Visit a hair salon 07 : 2 3 4| | Attend weddings &1 1 z 3 4

Figure 15: Question on frequency that appears at the end of the questionnaire in another section

This structure could lend itself to response errors. This discrepancy in the datais not

easily resolved and might indicate a problem with the data.

General

Another key issue that arises is the problem of terminology. As stokvels and burial
societies are known by different names, the varying estimates could reflect a lack of
understanding. However, data from FinScope™ 2005 indicates that 66% of respondents
understand the word Stokvel. Even where respondents understand the terminology, they
may deliberately understate usage. Stokvels could be perceived as a financia instrument
of the poor and respondents may be reluctant to admit belonging to one.

Finally, stokvel membership may be time specific. People may belong to stokvels for
specific purposes for a specified time period only. At the time the surveys are conducted,
respondents may not belong to a stokvel, although they may have been a stokvel member

at some time during the preceding months.
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4 Conclusion and the way forward

This study has examined the usage of ISG. In doing so, a few key issues have been
highlighted. Firstly, a clear-cut, working definition of what a stokvel is left to much
debate. Secondly, a stokvel can be associated with a host of different names, depending
on the culture you from and language you speak. This applies to burial societies as well.
Terminology could also obviously lead to an underestimation in ISG usage. Using
terminology that is most frequently spoken (with regards to 1SG) in survey
guestionnaires, may improve estimates. In addition to the terminology question, the term
‘stokvel’ could also be perceived as an instrument for the poor. Thus, terminology
sympathetic to various classes of people, might enhance estimates. This, however,
requires a clear-cut working definition of what a stokvel is.

As ISGs could be time specific, surveys conducted on an annua basis will surely
underestimate |SG usage. FD shows that 67% of respondents belonged to stokvel over
the period the survey was conducted. As the FinScope™ survey is conducted once

annually, underestimation in the survey datawill clearly be evident.

As a clear-cut working definition still does not exist for a stokvel, understated estimates
for stokvel usage will continue to persist. Once a more focused definition, and not a
broad one, is established, only then will estimates improve. This will require more

detailed research into the subject of stokvels and informal savings groups.

5 Data Sources

FinScope™ 2003
FinScope™ 2004
FinScope™ 2005
FinScope™ 2006
SAARF® AMPS® 2003
SAARF® AMPS® 2004
SAARF® AMPS® 2005
SAARF® AMPS® 2006
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Labour Force Survey 2001

Labour Force Survey 2002

Labour Force Survey 2003

Labour Force Survey 2004

FutureFact People Panel 2003

Financial Diaries Survey 2004
Khayelitsha/Mitchell’s Plain Survey 2000
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