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Stokvels - More than credit unions
With signiﬁcant numbers of South African ci5zens struggling to support their families and lacking access to formal
ﬁnancing op5ons, the role of informal savings mechanisms – commonly known as stokvels – should not be
underes5mated. Stokvels come in many forms and have diﬀerent goals, but their main focus is always to allow their
members to save money towards large expenses. Stokvels fulﬁll a social as well as a ﬁnancial role, crea5ng bonds
between neighbours and friends, and helping to establish trust within communi5es. They remain largely informal,
and despite a number of aDempts, neither the private nor the public sector have succeeded thus far in establishing
any eﬀec5ve collabora5on with them on a signiﬁcant scale. Yet according to some research, an es5mated R 44 billion
(ca. US $ 4.4 billion) worth of savings are held in stokvels, presen5ng opportuni5es for retailers, ﬁnancial services
companies, and also the public sector.

1. Background and context
In the 19 th century the word
stokvel, or “stock fair”, used to
describe rota5ng caDle auc5ons of
English seDlers in the Eastern Cape.
Stokvels also provided a forum for
farm workers to socialize, gamble
and occasionally pool money
together to purchase livestock2.
Members contributed the same
amount into a collec5ve pot, from
which each could then draw in
turns.
According to some researchers, two

speciﬁc cultural factors help explain
the popularity of stokvels in South
Africa. One is the overarching value
system of “Ubuntu”, which amongst
others puts a strong emphasis on
mutual support and solidarity
within communi5es. The second
factor has to do with speciﬁc
funerary customs in many of South
Africa’s tradi5onal African cultures.3
Holding elaborate and large
funerals for departed family
members is oYen considered an
essen5al duty for families,
regardless of their ﬁnancial status.

Contents
1. Background and context
2. Regula6ons and representa6ve bodies
3. Catering for diﬀerent needs
4. Model : Social aspect and ﬁnancial
aspect
5. Proﬁles of stokvel members
6. Banks and stokvels
7. Opportuni6es

Some Key Figures (2012)

• 811,830 stokvels
• R 44 billion of savings
• 11.4m members
Geographical distribu6on
24% in Gauteng
20% in Limpopo
14% in KwaZulu‐Natal
Per usage:
Saving stokvels ‐ 43%
Burial socie5es ‐ 22%
Grocery stokvels ‐ 16%
Source: “Stokvels ‐ a hidden economy”
African Response Research, 2012

The crippling costs associated with
such funerals and the social and
cultural pressure to give departed
family members what is considered
to be a respecZul send‐oﬀ, makes
membership of a burial society
essen5al for a very large number of
adult black South Africans.
According to research conducted in
2012 by African Response, 11.4
million South African adults,
par5cipa5ng in 811,830 stokvels,
save around R 44 billion per year
(see box).
The principle of pooling savings and
allowing members to draw cash in
turns is not unique to South Africa,
and in fact similar Rota6ng Savings
and Credit Associa6ons (ROSCAs)
exist around the world, as is
illlustrated for instance by the
existence of Ton$nes in French‐

speaking West Africa, Susus in
Ghana, Arisans in Indonesia and
Commi0ees in India and Pakistan.
These structures present many of
the same features as stokvels.

2.Regula6ons
representa6ve bodies

and

The Bank Act (1990) and the
Na5onal Credit Act (2006)
cons5tute the main legal
framework that, in theory, governs
stokvels. The Bank Act recognizes
stokvels as legal en55es, and limits
the maximum level of deposits for a
stokvel to R 9.99 million (ca. US $ 1
million). The Na5onal Credit Act
puts a ceiling on interest rates for
loans, currently at 32% per annum.
In prac5ce, however, the vast
majority of stokvels are informal
structures and such regula5ons are
diﬃcult or even impossible to apply.
However, internal regula5ons bind
the members together and are,
according to anecdotal evidence,
strictly enforced.

are saved, or used as per the
agreed upon objec5ves5.
Stokvels vary greatly in terms of size
a n d c o m p l e x i t y. M a n y a r e
essen5ally informal clubs of a dozen
or so friends pooling money
together, with only basic record
keeping and never more than a few
thousand rands of deposits. Others
are large opera5ons with formal
mee5ngs, ar5cles of incorpora5on
and formal rules of conduct.
Regardless of size and complexity,
stokvels always have a stated
purpose, similar to an investment
mandate for investment funds.
According to Africa Response, 43%
of stokvels are general savings
stokvels, while another 22% are
burial society stokvels. A further
16% can be classiﬁed as grocery
stokvels. The remaining 19% are a
mix of school fee stokvels, birthday
stokvels, investment stokvels and
other goal‐speciﬁc credit unions6.

4. Model
The Na6onal Stokvel Associa6on of
South Africa (NASASA), based in
Johannesburg, is the main
representa5ve body of stokvels and
has, on occasion, nego5ated on
behalf of member stokvels with
banks, insurance companies and
commercial ﬁrms4.

3. Catering for diﬀerent needs

As stokvels fulﬁl as much a social
role as a ﬁnancial one, they are not
necessarily proﬁt‐orientated.
Mutual support and regular
mee5ngs play the key role, while
opportuni5es to get higher interest
rates on savings seem to be
considered a secondary objec5ve, if
at all.

The basic modus operandi of a
stokvel involves a number of
individuals voluntarily joining, then
m e e 5 n g a t re g u l a r ( u s u a l l y
monthly) intervals to socialize and
contribute membership fees which

In several studies7, the high level of
social capital created by stokvels is
cited as the main reason why these
saving groups are not subs5tuted
by tradi5onal banking services and
con5nue to ﬂourish in the recent

Notes:
1 “Informal savings groups in South Africa: investing in social capital” Margaret Irving, 2005, cited in “Stokvels - a hidden economy”, African
Response research, 2012
2 ”Stokvels in South Africa: Informal savings schemes by Blacks for the Black community”, Andrew Khehla Lukhele, 1990
3 http://www.legalcity.net/Index.cfm?fuseaction=RIGHTS.article&ArticleID=6673659
4 Stokvels in South Africa: Informal savings schemes by Blacks for the Black community”, Andrew Khehla Lukhele, 1990
5 ibid., p7

years, despite increasing levels
of ﬁnancial inclusion, as deﬁned
by having a “formal” retail bank
account.
Social aspect
Stokvels are increasingly using
modern technology and formal
banking services: some have
websites and allow prospec5ve
members to join online.
The average number of
members per stokvel varies per
stokvel type. Burial stokvels tend
to have larger membership
numbers, averaging about 33
people. This might also reﬂect
t h e h i g h c o st o f b u r i a l s .
Investment, birthday, grocery
and saving stokvels have fewer
members with an average of 15,
12, 19 and 17 members
respec5vely8.
Stokvels mee5ngs are normally
held in a member’s home. The
excep5on are burial stokvels
which have a larger percentage
of mee5ngs outside the
members’ home9, due to larger
numbers of par5cipants.
Typically mee5ngs are social
occasions where the host
provides beverages and food,
allowing people to share news,
discuss opportuni5es and
request assistance from others.
Financial aspect
The size of the regular (most
oYen monthly) contribu5on is
decided collec5vely by the
members.

The pooled amount is made
available to par5cipants in
diﬀerent ways.
If for example, there are 12
people in a stokvel, each making
a monthly contribu5on of R 500,
the total pooled amount of R
6,000 becomes available to one
member, once a year.
Another way of disbursing the
pooled cash is to make a one‐oﬀ
pay‐out in equal increments at
the end of existence of a
par5cular stokvel. This approach
is typically applied for savings
stokvels linked to par5cular
events such as Christmas or
Easter.
In some cases, addi5onal
features may in be added to a
stokvel, complica5ng the
contribu5ons and disbursement
schedules. Members can for
instance be allowed to borrow
money from the stokvel in case
of emergencies, usually with
5ght credit condi5ons aDached:

6. “Informal savings groups in South Africa: investing in social capital” Margaret Irving, 2005
7 ”Stokvels - a hidden economy”, African Response research, 2012, p.9
8 Ibid, p9
9 http://www.fin24.com/Savings/Get-Saving/Stokvels-Social-element-critical-20130628
10 ibid., p. 11

a typical monthly interest rate
would be 30% (incidentally, far
above the theore5cal legal limit
of 32% per annum prescribed by
the Na5onal Credit Act).
This leads to the issue of record
keeping and accoun5ng.
Typically, one stokvel member is
d e s i g n a t e d a s t r e a s u r e r.
Increasingly, larger stokvels now
hold bank accounts as en55es,
with two or more members
having joint signatures.
In many instances, though,
par5cipants s5ll keep their
savings in physical cash in their
own home, bringing it to stokvel
mee5ngs each month to be
counted in the presence of
others. In essence, this makes
the stokvel an incen5ve for
personal ﬁnancial discipline. The
stokvel plays the role of an
“invisible hand” that regulates
trust within the community and
discourages individuals from
leqng the stokvel down.
To unfamiliar eyes, stokvels may

According to the survey results
released in 2012, Nedbank has the
highest market share of stokvel
bank accounts (22%), followed by
ABSA (13%), FNB (12%), and
Postbank (11%).11
Nedbank’s Club Account, which
has no transac5on costs, has
proved to be popular with a large
number of stokvels, which have
also been aDracted by market‐
related 5ered interest rates on
oﬀer (the higher the account
balance, the higher the interest
rates).12
look like surprisingly complex
ﬁnancial instruments in
communi5es that are oYen
unbanked or may be perceived to
have low levels of ﬁnancial literacy.
However, an insider’s perspec5ve
shows that the concept goes much
deeper than simply serving
ﬁnancial needs, and is an
important regulator of social
rela5ons (see Figure 1). This
diﬀerence in percep5on very oYen
makes it diﬃcult for banks and
other formal businesses to
understand stokvels.

majority of stokvels are run by
men. Gender diﬀerences also play
a role in the stokvel’s goals:
investment stokvels, for example,
tend to be run by men, while
grocery stokvels tend to be more
female‐dominated.

5. Typical proﬁles of stokvel
members

6. Banks and stokvels

The widespread belief that
stokvels are generally run by
women seems to be contradicted
by recent research, which
es5mates that around 42.6% of
stokvels are male‐dominated. In
some provinces, such as Gauteng,
Mpumalanga and North West, the

Almost 70% of South Africa’s
stokvels are operated along a
north‐eastern arch around the
country: Gauteng (24% of the
total), Limpopo (20%), KwaZulu
Natal (14%) and the Northwest
(11%)10.

South Africa’s largest retail banks,
ABSA, FNB and Standard Bank and
Nedbank have all tried, with
diﬀering degrees of success, to
develop savings products aimed
the stokvel market. The cost of
banking seems to be a major
driver in the decision of stokvel
members to open a bank account.

11 Nedbank website
12 ABSA website
13 Group saving bank accounts” Maya on money internet magazine, 13.01.2013
14 Boxer stores website

Absa also oﬀers a Club Account,
however with no account‐linked
card, impeding stokvels’ ability to
conduct transac5ons. The draw
card here is that ABSA oﬀers
accidental death coverage as well
as a family funeral cover included
in its package.13
FNB oﬀers a Stokvel Account with
free withdrawals and deposits,
together with an automated
messaging service to inform
members of transac5ons.
The Standard Bank Society
Scheme is only free of charge
when the balance of the account is
at least R 5,000. The incen5ve is a
draw in which a group gets a
chance to win a cash prize of R
5,000 twice a year or R 50,000 by
the end of each year. All accounts
that contain more than R 5,000
automa5cally par5cipate in this
draw.14

7. Opportunity for private and public sectors
In addi5on to banks, retailers have also been looking at
understanding the needs and expecta5ons of stokvels,
and tapping into the savings by oﬀering stokvel
members targeted incen5ves. Some wholesalers, such
as Metro Cash & Carry or Massmart, oﬀer special
discounts to stokvels. They target adver5sing directly at
stokvels, for instance by oﬀering free transport and
delivery when the total purchase is above a certain
amount, or further assistance when it comes to paying
oﬀ expensive items.
According to one study, conducted by The Post, a
magazine, independent wholesalers account for 23.3%
of purchases by grocery stokvels, followed by retailers
Shoprite (20.7%) and Spar (10.6%).
Boxer, a specialised retailer catering speciﬁcally for the
low‐end market, markets a Stokvel Club. Members of
this club can save with a club card, and automa5cally
receive a publica5on called “Our Stokvel”, which aims
to “educate and empower Stokvel Clubs”. In addi5on,
Boxer runs a social trust that assists stokvels with legal
and ﬁnancial ques5ons.15
The private sector is not alone in seeking to leverage
the assets held by stokvels. Government is considering,
through the South African Post Oﬃce, to make
government bonds available as vehicles for investment
aimed speciﬁcally at stokvels. In addi5on, the Na5onal
Stokvel Associa5on of South Africa (NASASA) is trying to
encourage government to provide more speciﬁc
incen5ves to coopera5ves, which are similar to
stokvels, in order to provide funding for SMEs and
micro‐enterprises.
None of these ideas have yet come to frui5on, but the
fact that NASASA is lobbying on behalf of its members
seems to indicate that stokvels are gaining visibility as

signiﬁcant stakeholders in the ﬁnancial services
landscape in South Africa.

Conclusion
Despite the large sum of money circula5ng in stokvels
every year, informal saving schemes are not given
enough aDen5on by the formal sector. With an
es5mated membership of 11.4 million South Africans,
and collec5ve savings pools worth R 44 billion, stokvels
could help leverage investment in low income
communi5es in more eﬃcient ways.
The ﬁnancial ins5tu5ons trying to enter the stokvel
market, and the public sector trying to harness savings
through bond oﬀerings, may be focusing too much on
monetary incen5ves, neglec5ng the stokvels’ social
drivers. In order to succeed, both private and public
sectors should understand the depth of the
phenomenon and consider the dis5nc5ons between
group savings and the tradi5onal banking. Since
stokvels are built on trust, businesses need to stress
personal rela5onships and improve direct
communica5on with stokvel members to fully exploit
their poten5al.
It is important to emphasise and take into account the
complex culture of stokvels and develop the holis5c
approach towards them.
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