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Disclaimer

Although diligence, fact checking and review has been used in the writing of this
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not intended to be relied upon from a regulatory perspective, nor should it serve
as a base for financial, legal, or business-related decisions.
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Introduction
Dana T. Redford and Grietjie Verhoef

The swift development of modern financial services all around the world, powered
by technological innovation and high-speed communications and computer net-
works, has extended the benefits of banking and finance to billions. At the same
time, there remains a vast informal financial sector, serving communities that still
lack access to formal banking. We believe a pan-African investigation of these
informal financial networks – the ‘savings groups’ found in almost every African
country, with many different structures and methods but featuring many common
threads – reveals their potential for growth and collaboration, while technological
changes emerge as tools to unify strategies, empower communities and smooth
the path to formal financial integration.

Africa is a vast continent, with thousands of languages and dialects reflecting
the rich ethnic and cultural diversity of the continent and its long and often
turbulent history. Savings groups have long been a part of Africa’s development,
used to overcome existential threats (Besley, Coate, & Loury, 1993; Bouman,
1995; Huppi & Feder, 1990; Levenson & Besley, 1996; Sudarwan, Phaengsoi, &
Suksri, 2015; Van den Brink & Chavas, 1997) and support economic and social
activity.

The basic function of a savings group is to pool funds in a community, among
a trusted group of family members, friends or business partners, and pay the pool
out according to need. In practice, they are highly diverse in structure, purpose
and organisation, and the names vary by country: what is called stokvel in South
Africa, tontine in several French-speaking countries and susu in Ghana may differ
in the details of organisation and form, but the foundations are strikingly similar.
Savings groups are culturally embedded, as illustrated by the link between Ken-
ya’s chamas and harambee – Swahili for ‘all pull together’ – which is such a central
notion in Kenyan culture that it is enshrined in the country’s coat of arms.

This collective action has deep roots. While there are no definitive statistics
available on participation in savings groups – not in Africa, nor anywhere else in
the world – a reasonable estimate is that between one-third and one-half of the
population in sub-Saharan African countries participates in informal savings
groups (Gash, Jahns-Harms, Odell, Carmichael, & Panetta, 2017; SEEP Network,
2018; Van den Brink & Chavas, 1997). Indeed, only 23% of people in Africa had a
formal bank account in 2013 (Trinki & Faye, 2013, p. 44), and the pace of financial
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inclusion varies greatly among countries, from 4% in the Democratic Republic of
the Congo to 54% in South Africa (African Development Bank. Financial inclusion
in Africa, 2013, pp. 58–59). Global statistics also indicate that women comprise
about 80% of savings group membership (SEEP Network, 2018), and in Africa,
women also represent the vast majority of this cohort, which means these informal
financial structures underpin women’s empowerment.

This is only part of the complex configuration of African savings groups. Our
extensive primary research across 13 countries, in each of the broad geographical
regions of the continent, testifies to the sustained reliance on savings groups as an
alternative for formal financial services. The research finds that it is incorrect to
consider savings groups to be the exclusive preserve of ‘the poor’, and our
research shows instead that they have emerged as a preferred vehicle for savings
and wealth-building strategies also for people of more stable means, the rapidly
growing African middle class as well as the higher-income strata of society.

Given this context, this book testifies to the sustained and widespread
engagement in the power of communal action through savings groups. Savings
groups are fundamental to self-driven capacity-building, using informal social
capital, as a path to self-empowerment and, eventually, formal financial inclusion,
in line with the World Bank’s Universal Financial Access 2020 goals (World
Bank, 2020). Savings groups in Africa are typically agents of economic growth,
self-driven to address the existential phenomenon of poverty through informal
community action. The embrace of digital technology helps strengthen their
integration into the broader economy and the formal banking system.

Although various studies explore savings groups in Africa, they tend to be
country-specific, see, for example, the recent study by Feather and Meme (2019)
and Sithole, Mort, and D’Souza (2021). There is no comprehensive systematic
study from a pan-African perspective covering different countries in each of the
geographical regions. Gash (2017) presents a systematic review of impact studies
in the savings group context, addressing several continents including Africa. A
systematic pan-African approach is needed to grasp the dynamic adjustment of
savings group behaviour during the recent acceleration of Africa’s economic
development. It is necessary to show how traditional savings groups coexist with
savings groups among the emergent middle-class in this new growth era. This
book delivers an understanding of how these groups align with market develop-
ments and adopt new technology, and their integral role in market-oriented,
inclusive economic growth.

Savings Groups for Africa (SG4Africa) was launched in April 2018 to engage in a
pan-African research effort to investigate the emergence of the new era savings
groups alongside more established savings groups in Africa (See: www.sg4africa.org).
SG4Africa embarked on inclusive primary research to contribute to an enhanced
understanding of the fundamental role of savings groups. Led jointly by the Policy
Experimentation and Evaluation Platform (PEEP) and the University of Johan-
nesburg, the SG4Africa consortium consists of member institutions from 13 African
countries, led at the country level by researchers from established universities and
other credible private institutions. The participating countries are: Burkina Faso,
Cabo Verde, Cameroon, the Democratic Republic of the Congo, Ethiopia, Ghana,
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Guinea-Bissau, Kenya, Mozambique, Nigeria, Senegal, South Africa and Uganda.
The country-based research teams comprised researchers familiar with each country’s
savings group landscape and who live and work in each of these countries.

From the outset, SG4Africa formulated the scope of the research to be ‘savings
groups plus’. In other words, the consortium sought to understand savings groups
as an integral part of a wider ecosystem of financial behaviour, financial inclusion
for empowerment, wealth creation and sustainable development. The main trends
identified by SG4Africa as relevant to savings groups in the modern context
include urbanisation, use of new technology and the rise of new forms of inte-
gration with formal financial services, especially micro-finance institutions. The
research paid particular attention to these emerging trends. The growth of the
middle class in many African countries is a focus of the research into modern
savings groups. While prevalent among the poor, the savings group phenomenon
clearly extends to Africa’s growing middle class, fostering economic resilience in a
segment that is still in its early days. Our research shows that savings groups are a
powerful tool for community participation, economic growth and entrepreneurial
development, with the social and economic potential to empower people,
regardless of age, class or gender.

This book presents the outcome of the research in two parts. In the first part, a
set of conceptual chapters establish key themes in the savings group space,
providing the context for the second part, which presents country-specific research
results.

A significant characteristic of sub-Saharan Africa is the rapid emergence of a
middle class (Deloitte, 2012). One of the conceptual chapters defines the middle
class and explores how it interacts with savings groups, setting the stage for the
chapters in which country studies explore the integrated nature of organisations
and savings groups with this emerging middle class. Another aspect of the savings
group landscape is how international non-governmental organisations affect their
operations. A chapter positions these activities within global initiatives to address
poverty and encourage women’s empowerment. The general perception that
around 80% of savings group members are women (SEEP Network, 2018)
prompts a closer look at the question of empowerment, an aspect that arises in
each country. The last chapter of the first part of the book addresses the com-
petences typically required by leaders of informal savings groups to manage the
group interests efficiently. While existing research focuses mainly on financial
literacy, our investigation into leadership capabilities identifies a dimension of
future significance, especially considering the sophistication of members, group
goals and the use of new technology. This chapter presents findings that help the
reader appreciate the wide range of skills needed to lead a modern savings group.

The second part of the book offers country chapters based on the primary
fieldwork conducted by the SG4Africa teams. Each country chapter explains the
local manifestation of the informal savings group phenomenon, indicating
country-specific naming and distinctive operational features, from stokvels in
South Africa to susu in Ghana and tontine in Senegal. Some countries have a
more complex typology of savings groups, based on historical developments,
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grounded in regional differences or ethnic diversity. Each chapter also details the
extant literature on savings groups in the specific country. This exposition is
significant because it reveals the limited nature of scientific analysis on savings
groups in Africa. The chapters reflect on some of the generic literature on savings
groups and the limited specific studies on the manifestation of the phenomenon.
Because the literature is scant, the country studies also consider popular
pamphlet-like material and a growing stream of official survey literature produced
by micro-finance enterprises, financial institutions and state agencies. The studies
often include both savings group activities and micro-finance operations. The
reason for this blended perspective is the growing engagement by financial
entrepreneurs with savings groups because of the enormous sums accumulated by
those networks. This underlines an important entrepreneurial opportunity for
technology operators and development agencies.

Operations of informal savings groups are not regulated universally across
Africa. Our specific country chapters reflect various levels of regulation either by a
central bank, as in Nigeria, Ghana and South Africa, or centrally through state
statutes regulating micro-finance institutions. Central bank regulation in Africa is
emerging and on different levels of international compliance. In South Africa, the
South African Reserve Bank was established in 1923 and has since regulated
formal banking operations, but central banks in many other African countries
have taken shape primarily after independence since the 1960s. As discussed in
each chapter specifically, regulation on state level seeks to protect savers’ interests
by stipulating prudential compliance measures in respect of Micro-finance Insti-
tutions (MFIs). Regulation of informal savings activities does not constitute the
scope of central bank regulation. Once formally registered financial services
organisations transgress statutory requirements, thereby impacting the interests of
depositors, central bank regulation applies. The innovative trend of high-end
savings groups engaging in capital projects, large asset accumulation and prop-
erty development projects moved savings group closer to the regulatory radar.
Future research may address the development of this trend.

The innovative contribution of this volume is the in-depth focus on country-
specific manifestations of savings group operations and the interface with the
growing micro-finance industry. Our researchers did extensive fieldwork to source
first-ever micro-studies on the rich tapestry of savings group behaviour in the
13 countries under review. These chapters present a selection of case studies,
typically zooming in on savings groups or actors in the ecosystem surrounding
them, and illustrate how savings groups organise themselves around a range of
existential needs in the diverse context of modern African societies. The chapter
on Ethiopia focuses entirely on savings groups in the urban environment, while
the Kenyan chapter illustrates the migration between urban and rural contexts, as
the use of Kenya’s leading mobile technology streamlines and extends operations
nationwide. The Senegalese chapter includes a case about MaTontine, a digital
financial services platform established by entrepreneurs to make technology
available to enhance accumulation of capital and access to credit, helping ease the
transition from rural savings groups to similar groups in urban areas.
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An important common theme is the relationship with the formal financial
services industry, including banks, micro-finance institutions and state-initiated
credit unions. In some countries, such as Guinea-Bissau, the micro-finance
industry is the only connection between savings groups and more structured
financial services. In the case of South Africa, savings groups are incorporated
into the financial services regulatory framework, and all the major banks have
developed specialised savings accounts for them. In Burkina Faso and Cabo
Verde, financial inclusion remains low, and most savings group link with micro-
finance institutions and credit unions rather than formal banks. In Nigeria,
Cameroon and Kenya, the formal financial system has more depth and tenure.
Private banks have developed accounts suited to the needs of savings groups
(Ghana, Nigeria, South Africa, Kenya), but a significant proportion of savings
groups still rely on collectors to deposit their cash (Cabo Verde, Burkina Faso,
Guinea-Bissau, Cameroon). The chapter on Ghana reports on the links between
informal savings groups and formal finance, which includes banking institutions.
A strong link to the focus of formal banks in Nigeria, Kenya and Uganda, but less
so in Guinea-Bissau, the Democratic Republic of the Congo and Mozambique
where savings groups organise into larger collectives, such as Village Savings and
Loan Societies (VSLAs). Several of our case studies include discussions of VSLAs
as these groups establish more functional connections with formal banking
institutions and in many cases with international and local NGOs. The South
African chapter reflects on the initiatives by formal banks to create special
accounts tailored to the needs of the different types of stokvels, and the chapter on
Nigeria presents examples of banks establishing savings group electronic plat-
forms and group accounts.

Several country chapters (Kenya, Uganda, Nigeria, South Africa) present
cases of savings groups organised at the place of employment, closely linked to the
rise of formal employment by larger organisations in contrast to the more
traditional rural, subsistence farming context that has long shaped African
economies. The empowerment dimension of savings group activity in poorer rural
landscapes, as described in the chapters on Guinea-Bissau, Burkina Faso,
Senegal, Mozambique and Cabo Verde, still constitutes the backbone of these
groups in Africa.

This volume also investigates the growth of the voluntary informal savings
group structure in a high-income or middle-class urban environment, such as
employees at universities. The transition from the rural poor to a higher income
urban context shows the development of voluntary collective savings behaviour
beyond a pure survival strategy, and into wealth creation for the next generation.
This is the key contribution of this pan-African research project. The operation of
savings groups in the high end of the market, displaying entrepreneurial
dynamics, is significant and has clear implications for the alignment of informal
savings with the formal financial sector.

The growing sophistication of urban and rural savings group organisation and
management has major policy implications for overall socio-economic develop-
ment and financial inclusion in Africa. These new studies on savings group
activities highlight the market for cutting-edge electronic and mobile technology
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beyond urban centres. Members of the urbanised middle class maintain strong
connections to more remote rural areas and make significant contributions to
sustain livelihoods there through the savings networks. In this respect, access to
credit through savings behaviour presents a significant opportunity to fund micro
and small enterprises in the start-up stage. This occurs without involving higher-
cost financial service institutions or potentially corrupt state officials, underlining
the importance of leadership, management and governance capabilities in savings
groups. In the reverse direction, savings group operations often constitute an
empowering channel for education, training and professional careers in urban
centres. Here, equal emphasis is placed on capable management and governance.

The case studies provide a clear picture of the dynamics of the existing savings
group landscape, not just through numbers but also through a deep understanding
of the core of modern-day savings group realities. These cases are the result of
qualitative research carried out by the country teams, who conducted in-depth
interviews with members of savings groups as well as actors in the surrounding
ecosystem from late 2018 to late 2019 before the current Covid-19 pandemic.

During the pandemic, savings groups have taken on added importance. In a
Small Enterprise Evaluation Project (SEEP) study at reviewing women’s savings
groups, it was found that, ‘For example, households with a female savings group
member in Nigeria were less likely to experience food insecurity and more likely
to have savings, which was critical to face the Covid-19 crisis’ (SEEP, 2021).
Furthermore, researchers from the SG4Africa network observed in their case
studies that the majority adapted well and shown tremendous potential for
resilience during the pandemic. They utilised digitalisation and mobile money and
other ways in adapting to the lockdowns and were effective to distribute personal
protective equipment (PPE) to members and emphasise hygiene measures. They
have been tasked with providing members with emergency funds and have been
focussing on overcoming the economic and social challenges such as school clo-
sures and loss of income. Social distancing has also required groups to change
how they function. The economic shocks initiated by pandemic in 2020 has in
many cases reduced the income and viable prospects for groups and their mem-
bers. These may ultimately result in the dissolution of groups due to the lack of
financial capital and/or investments. On the other hand, they have served as
insurance, social protection and a source of business capital. On the whole, these
are informal measures, and often savings groups do not have an advocacy group
that represents their needs to governments.

In South Africa where National Stokvel Association of South Africa
(NASASA) is the only broad-based organisation representing stokvels, savings
groups are subjected to regulation within the same framework as other financial
institutions. In March 2020, NASASA issued the following recommendations:

(1) Stokvel meetings are to be suspended while Stokvel activity continues;
(2) As such instances are both transactional and social, we encourage groups to

continue with the transactional aspect, while avoiding meeting physically,
groups are to seek alternative group communications mechanisms;
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(3) We encourage the prudent use of available mobile/digital platforms. Where
possible, Stokvel members are to make their contributions electronically;

(4) Stokvel groups with bank accounts should encourage members to make
group contributions via electronic transfer;

(5) We are aware that some banks don’t allow such functionality on their
Stokvel accounts, and we encourage group leaders to enquire with their bank
of choice. NASASA has started engaging with banks around increasing
functionality so as to accommodate such transactions;

(6) Unbanked Stokvels such as Rotational Clubs are to pay the receiving
member through available instant payment platforms, or electronically into
the receiving member’s personal bank account.

This kind of umbrella organisation is unusual, and the absence of such repre-
sentative institutions in the other countries has policy implications for the future
agency of savings groups in small and micro business development. As the South
African case shows, a firm market position of such umbrella organisations could
strengthen entrepreneurial opportunities and support, and mitigate experience and
leadership deficiencies, while operations benefit from regulatory oversight. This
could also be a significant mechanism for women’s empowerment and wealth
creation. The research confirms a direct link between successful savings group
operations and the empowerment of women, and notes that these groups strengthen
society through the mobilisation of social capital. The risks of a breach of trust
remain, but a firm social fabric of trust and established social capital networks
provide resilient deterrents from this kind of mischief, underlining the need for
leadership and the development of managerial competence in savings groups.

Several country teams reported very thinly spread comprehensive or in-depth
research on savings groups in their country. Where research was present it was
uncoordinated. This underlines the need for further research on the core mana-
gerial and leadership capabilities needed for success, the enhanced technology
innovation to support independent operations in the market and the optimal
interface with regulatory regimes. The research output from the SG4Africa
consortium will map out policy reference points and inspire future researchers.

Informal savings groups are a pan-African phenomenon closely linked to eco-
nomic development and social progress. These voluntary organisations are channels
of empowerment for the poor. They remain an integral part of society despite the rise
of the middle class. That this phenomenon is embedded explains the sustained
prevalence among the no-longer-poor Africans. These voluntary institutions are also
firmly integrated with the strategies for financial empowerment and financial inclu-
sion, and this research highlights the lack of systematic acknowledgement of this fact,
as well as the failure to embrace the inherent entrepreneurial opportunity. There is a
vast, unexplored market opportunity to enhance the entrepreneurial capabilities of
savings groups as independent drivers of economic growth.

In addition, the development of entrepreneurial ability in Africa will also benefit
from a refocusing on savings groups – from sustaining the poor and empowering
self-help to funding small and micro enterprises from accumulated sources of funds.
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The policy environment requires harmonisation with market opportunities to assist
entrepreneurial initiatives, rather than slowing them down in inefficient and
bureaucratic state-led business development programmes. The diverse case studies
in this book show the prevalence of an entrepreneurial spirit, the identification of
entrepreneurial opportunities and the development of social capital networks
capable of supporting new enterprises through the difficult establishment phases.
This is the contribution savings groups make to the growth of Africa’s economy.

Finally, the editors would like to express their gratitude to Dr. Christian Wolf
and Prof. Christopher Boachie, who helped to coordinate the development
process of the research collaboration. Dr. Ebes Eberhibhekhole, who did
substantial text harmonisation in preparing the manuscript for final editing and
Prof. Mahamadou Biga Diambeidou who provided essential assistance to our
colleagues in Francophone Africa. The consortium would like to also thank the
Dean of the College of Business and Economics, from the University of Johan-
nesburg who sponsored our workshop in September, 2018.
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