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EXECUTIVE SUMMARY

Introduction

The emphasis of financial inclusion is now on how more competitive financial markets can work better

for poor people(Porteous, 2004) It acknowledges that increasing financial inclusion requires a better

01 AAOOOAT AET ¢ 1T £ Ei x OAOOEAAOh &I Oi Al AT A ET & Oi A
2013%. The current economic situation in Souétirica presents a large number of people relying on the

informal economy, severe unemployment, especially among the youth, rising inequality and one of the
highest levels of indebtedness in the world. In this context, the most poor and vulnerable petgre of

struggle to make ends meet, cope with shocks and access and afford safe and convenient financial
services. FinScope 2(lfbund that the percentage of adults with a bank account has remained
unchanged at 77% since 2016, while the percentage of adsitgguisome form of informal financial

service has slightly increased to 56%.

Seeking to better understand such trends and the underlying motivation to use financial services,
FinMark Trust commissioned a qualitative impact study of SaveAct savings gesupstokvels in rural

South Africa. This study has used a Realist Evaluation (RE) approach to explore impact not as a direct
result of an intervention or input, but in relation to the context in which a programme intervention takes
place and the reasoningf its beneficiaries. In this way, realist evaluation breaks down pathways of
change into a series of outcomes and triggering mechanisms, allowing the identification of those factors
that drive the use of financial services and trigger their impacts. Jimsmary presents the main findings

on impact and drivers of change for SaveAct savings groups and indigenous stokvels.

Context of the study

The study took place in two rural areas around Matatiele. In these areas, most of the research
respondents considedfood to be their biggest household expense and had several income sources. The
majority were recipients of multiple social grants, the most frequent being child and pension grants. In
addition to these, the majority of respondents were engaged in sontenfof small enterprise, such as
selling vegetables and chicken or running a spaza shop. These businesses were often seasonal and
occasional. A few respondents were employed by government or NGOs and a few received remittances
from their husband or adult dldren. Overall, savings group members had more income sources than
stokvel members.

! Porteous, D., 2004. Making Financial Markets Work for the Poor. FinMark Trust.
2 Ledgerwood, J. and Jethani, A., 2013. Savings groups and financial inclusion. In C. NelSawjregs Groups at
the FrontierRugby: Practical Action Publishing.

3 FinScope South Africa 2017. Consumer Survey Highlight. South African Financial Incisidshop,
Johannesburg, 22 November 2017 [unpublished presentation]




Respondents had access and used a variety of formal and informal financial services available in the area.
Most respondents had a bank account that they used to receive payments (e.g. remittances, social grants
and payments from employer) and occasionatlysave. The majority of respondents had some form of
funeral insurance and many used multiple services such as community burial societies, burial societies
located in Matatiele, bank funeral plans and formal insurance against death. Respondents appteciate
the quick process of accessing funds from local burial societies, compared to banks and insurance
companies, and the complementary services offered by burial societies based in town, such as a coffin
and a place at the mortuary. Most respondents saidytlneere now using multiple services because the

cost of funerals had increased over the years.

Most female respondents were part of one or more stokvels. Beside burial societies, the most common
stokvels in the area are food stokvels. These groups sayether during the year with the goal of buying

food in bulk for their members at the end of the year. During the year, the money saved is loaned to
members and people outside of the group. The interest rates on these loans range from 10% for members
to 20-50% for external people. Loan sharks are another local source of credit, also charging between 30
to 50% on loans. SG members said that loan sharks in the area have decreased since the creation of SGs
and that they are now taking loans only from their S&ghe lower interest rate of 10%. Respondents

had mixed views about their ability to access financial support from family members, friends and
neighbours: for some it was hard to ask for support from neighbours and this often came with a high

interest rake, while others had relationships of mutual support with friends and neighbours that did not
require the payment of any interest rate. Overall, SG members had bigger portfolios of financial services
compared to stokvel members.

Figure 1: SG members hudd over a tablet




Findings on impact and drivers of change

The study found strong evidence that the SaveAct model delivers a strong value proposition for a range
of population segments, particularly rural women. Some of the mechanisms for joining SGsodmdls

are similar, such as the desire to be part of groups and do things together, as well as the motivation that
groups give peopléne opportunitiesto put money aside regularly and for a particular purpose. However,
while stokvels are focused on artiaular expense or goal (e.g. food or death insuran&&s appear to

be more suited for savings and investments

The research identifies five main areas in which SG members use their loans anebghaneney,

namely for houseconstruction and renovatio, school fees and other educatiorlated expenses, to

start and run small incomgenerating activities and to cope with emergencies. Overall, SG loans and
shareout monies are considered an additional source of income and members use SGs to stretch the
value of their money and juggle money between different services. These uses cut across a variety of SG
members and the model is highly inclusive. Research with-8@&members revealed minimal signs of

risks of exclusion forounger and more vulnerable hogeholds These younger women lived with young
children and unemployed or casually employed husbands, and they mainly relied on child grants. They
felt that they were not financially stable enough to join SGs.

The SG members interviewed were, instead, itess vulnerable position, with more income sources,
among which were remittances from their husband and adult children. It is hard to say whether this socio
economic situation is a result of their loigrm membership with SGs. Most probably it is a résfiboth

their membership and their initial socieconomic position. As a result of both the different socio
economic position of SG members and the higher suitability of the SG model for savings and
investments, impact data shows that there is greateari@ing and improvement for SG members than
stokvel members. Below, the main areas of impact for both SG members and stokvel members are
presented, before looking at the main drivers of change.

Impact for SG members

Financial management and educationSG members said that they have learnt how to save money,
budget and plan for expenses. They have now learnt to budget their expenses, SG contribution and loan
repayment every month, whereas before they spent all the money at once without a plan. Theyhave
new purpose teave regularlyand they have learnt that is better to buy with cashthan in instalments

or through store credit. They have learnt spend money wiselyand they areno longer taking loans

from loan sharks Being part of a SG also giveembers an opportunity to access credit that is felt to be
more legitimate and safer because it happens within clear group guidelines. Some members have
stopped their membership of other groups, while quite a few respondents have joined other informal
groups such as food stokvels and burial societies, once reaching greater financial stability. This is a way
for them to meet other needs that are not specifically covered by their membership to a SG, for two
reasons. First, they are not always able to takeanlto deal with an emergency like a funeral. Second,




SG members want to do something tangible with their SG money and this normally does not include
buying food. Byadding informal services to their financial portfolio SG members increase their
financialstability and ability to meet a variety of needs.

Economic impactThis mainly covers three aspects of improvementsmgimprovements, business
improvements and community development. Members feel that their lives have changed substantially.
They now hae acomfortable life. They said that they are now livilgl E E A and& thed Ar® dot
struggling anymore. They have everything they need in their household. Some have been aldetto

and improve their businessesand they now feel better able to manageem. They know how to check
their stock and calculate their profits. Members talked about the changes that they have seen in their
community and how people have improved. They aot as poor as they used to bebecause they can

all afford electricity, tles in their houses and some do not depend on grant money as much as they used
to.

Social impact:This aspect of impact covers things like respect and social status in the community, as well
as the ability to create and nurture social relationships. SGnimers feel they have becommore
respectedin their communities. This shows that theredssocial meaning and importance related to
economic advancement. For instance, being able to host a good initiation ceremony and afford livestock
and food for the cormunity can be seen as a sign of power and people are respected for that. In addition,
many respondents felt that they habkarnt how to work with other people. They know the other
members better and being in the same group has increased the opportundrethém to share ideas,
advice and support each other. Respondents said that they are uniteddndE E A 6A8 £A[ E1 U

71T AT 680 Al Pl xAOi AT O ATFAmale re§pnlidats $aill that théy ifdfdpEdnd d,
confident. They are now living stress-free life and they feel that they can achieve what they want. This
gives thema new sense of agencynd control over decisions. They feel that they are contributing to
their households rather than just waiting to receive money from their husband. They do nottoeesk

for money as much as they used to. These changes are also reflected in household relationships. Both
women and men said that they are now ablesigpport each other in the householdand that they can

sit and plan together for expenses. In additiosmomen said thatarguments in the household have
decreasedA AAAOOA OEAU 11 x OEAOGA 111 AU6S

Impact for stokvel members

Financial managementMembers of food stokvels said that it is not possible to save alone and that by
being in a group they have learntdhthey can save money.Peer pressure also makes them more
responsible about their money since they want to avoid embarrassment in the gidembers also felt

that they are nowmore able to control their money and to focus their efforts oradditional
investments.

Economic impact: The majority of members no longer stresabout food and avoiding over
indebtedness for funerals Most are also able to cope with death in the family without having to change




their consumption patterns or sell household assets. However, some stokvel members were still quite
vulnerable and the poorest household visited was able to contribute onlyniR2@hly for a burial society
that would pay R1,000 in case of death.

Social impact:Members have learnt tavork together and that it is important to know each other well
when dealing with money. Stokvel meetings are an opportunity for members to shares ided advice
and develop trust in each other. Members talked abbaing happy and united

Drivers of use and impact

4EEO OOOAU EAO &I AOGOAA 11 OEOAA 1T AET 1 O00ATIT A OOA
achieving increased access to savings aretlit, andthe use of SG loans and shaoats. This research

argues that before impact can happen, there are several mechanisms that must take place in order to
trigger these outcome stages. These mechanisms can be summarised in four féyeémechanims

that are keyto the success of the programme. They show how and why SGs are working or not working

in rural South Africa. Below the four main drivers of use and change are presented.

1 SGs members are motivated to join, stay in and use the serviceenf$ss because they want
to make their money grow. SGs allow their members to regularly put aside money for-a 12
month cycle, save and borrow at the same time, take loans at ailbevest rate and accumulate
money over time by earning an interest on theavings. This reciprocal relationship of saving
and borrowing is key for members to be able to deposit their money in the group, knowing that
they cannot access it for a year. These features are unique to SGs and respondents mentioned
that they cannot &cess other services that allow them to fulfil all these functions.

Making money grow:

Regular saving over 12 months

Saving and borrowing at the same time

Low interest rate on loans

Accumulation by earning interest on savings

To I Do I

1 Group support andmotivation is the second key mechanism that allows SGs to work well in the
rural areas of this research. SG members said that the group motivates them to save. Sharing
advice, spending time together, assisting each other and contributing to group developare
all important features that make members develop a sense of trust towards each other and the
methodology, and a sense of ownership and belonging. SGs arenselhged, members borrow
OEAEO 1 x1 11TTAU AT A AT 1T OOEAOOAvelbping Adeds& of | OEA O
responsibility towards money and each other. The group setting also makes borrowing more
legitimate and safer compared to other sources such as loan sharks, because SGs can be more

flexible and understanding with loan repayment.




Group support and motivation:
Easier to save togetherpeer pressure and commitment
Sharing advice, supporting each other and spending tim
together
Contributing to the group development
Sense of ownership, belonging and responsibility
Legitimate and safed borrow because the group is more
flexible and understanding
T /T AA T AT AROO EAOA ETET AAn OEAU OAI Askdichthd A OOA
value of their money. They can now plan and budget for their expenses and investments in
advance, they can take out frequent loans ensuring stterin liquidity and buy items for cash
rather than in instalments. Also, by being part of multiple SGs, they can smooth their mmcom
through the year by choosing to be in groups that share out at different times and they can juggle
their money through multiple loans and services. These practices can support individuals with

little or irregular income sources to maximise the valuethit money.

p S

To I Do

Stretching the value of money:

Planning and budgeting for investments
Taking frequent and multiple loans
Juggling money in multiple groups
Buying with cash rather than credit

To T To o

91 Lastly, this research finds an underlying mechanism that influences all the others. People said
that they want to improve their life while also contributing to the development of their group.
This shows an underlying moral norm according to which thermitdividual advancement if
the community does not advance at the same time. One respondent saidUbantu means
OEAR OAOA EITITAET ¢ AAAE 1 OEAOB6O EAT A333Amake). xA AO
People do not want to be poor or perceived asls, while at the same time they want to develop
with others. They often mentioned how their communities had improved with SGs and people
were now respected. They know that advancing alone creates jeajousie developing through

groups is more acceptablasE O Al 11T xO0 BPAT BI A O AT 1T OOEAOOA Oi
Conclusions

This analysis has shown that there are economic and social mechanisms for people to join and use SGs
and other informal groupsPeople want their money to growwhile they bothsave and borrow. This
establishes awo -way relationship where they are supporting the group and they are supported by the
group. This is hardly possible with formal financial institutions, where it is more difficult to access loans
and people are charge save while earning little interest. Based on this, vulnerable and poorer people
feel that they cannot afford to leave their money in a bank account where their money is not growing.




Instead, they choose to keep money moving in order to juggle expeasdsstretch its value over time,
thereby maximising what they can do with the little they have. This holds true in rural South Africa where
most respondents did have a bank account. Nevertheless, when more financially stable, respondents
joined a variety bother informal financial services beyond their SGs in order to meet their needs, rather
than changing their relationship with the formal sector. This is a clear indication that unless forced into
the formal sector by either employment or a serious econoimmprovement, people keep using formal
services only marginally. Ultimately, there needs to be a conversation about how the formal sector can
move towards the more vulnerable, poorer segment of the population and represent better the social
and economic/alues that drive their selection and use of financial services.




1.INTRODUCTION

1.1 Background to the study

The emphasis of financial inclusion has, over time, moved from a focus on microcredit and
microfinance for busiass investment to a broader focus on how more competitive financial markets
can work better for poor peopléPorteous, 2004) This perspective acknowledges that there are
several players operating in a complex system and that increasing financial inclusion requires a better
Ol AAOOOAT AET ¢ T A& EIl x OAOOGEAAOh A&l Ol geiwood dind ET A&l C
Jethani, 2013). Within this view, there is an increasing consensus that informal services, including
savings groups (SGs), play a very important role in meeting a variety of needs, while potentially
representing a stepping stone towards moreriiwal services (Ibid.). Research has also shown that
people living under $2 a day have very sophisticated financial lives, and use a variety of services to
manage their small, irregular and unpredictable inco(@llins, Mordeh, Rutherford, & Ruthven,

2009) SGs and other indigenous groups are some of these services.

For over two decades, SGs have been promoted all over the world as a new model for improving
access to financial services by poor people. Their promotioniienirby the shorterm goals of

Ei DOT OET ¢ PAT PI A0 1 AGAT 1 £ O Adnkdods0findreaded welET E OU
being, financial choices, household income and assets (BARA and IPA, 2013). Notwithstanding the
current popularity of S@rogrammes, it is important not to forget that indigenous sétirmed and
sel-managed groups still probably represent the vast majority of financial groups. These groups are
almost universal and about two hundred names have been found to describe soighsgfWilson et

al., 2010). Most of these groups rely on memory, rather than written records, and take the simplest

£l Oi T /£ Ol OAGET ¢ OAOGET cO AT A AOAAEO AOOI AEAOCEIT T
out in total at every meeting. Research st that these groups can be very different and that for
centuries people have developed and passed on their own local systems without external advice
(Ibid.). This reminds us that current SG programmes are, in fact, built on local customary traditions

of groups that had been in operation since long before.

Having said that, SGs are mostly created with external support and do need external advice, at least
for some time. Indeed, the systems and money management rules adopted by SGs are different from
thoseused by ROSCAs and usually better (Wilson et al., 2010). SG procedures have been developed
and improved over the years in order to ensure transparency and accountability among members, as
well asthe safety of funds and participation of the poorest and rhagarginalised people. Not only

do these improvements present a good case for promoting such grdogsample evidencealso

shows that, at various degrees, SG members are able to develop better livelihoods and improve their
wellbeing. Nevertheless, while research generally agrees on the 4bhort benefits of increased
savings and credit, findings of lorigrm economic impact ee not always significant (BARA and IPA,

2013, Annan et al., 2013, Ksoll et al., 2013, IPA, 2012, Anyango et al., 2007). This shows us that, while




there is a general consensus on the benefits of SG programmes, each programme can produce a
different set ofintended and unintended consequence, that are specific to their members and for a
certain context that is geographical, cultural, political, and social. People and places are different and,
thus, programmes, when replicated, can impact their beneficiainedifferent ways.

Figure 2: Members of a SG counting contributions

The current economic situation in South Africa presents a large number of people relying on the
informal economy, severe unemployment, especially among the youth, rising inequality a@db

the highest levels of indebtedness in the world. In this context, the psiand vulnerable people

often struggle to make ends meet, cope with shocks and access and afford safe and convenient
financial services. According to FinScope 20X7% of dults have a bank account, a figure that is
unchanged from FinScope 2016. However, the majority of South Africans still save and take credit
through other formal institutions (notbank) and informal institutions. This shows that behind the
high level of fiancial inclusion in South Afrieahe formal sector is far away from meeting the needs

of the majority of the population, especially those living on {oawomes. Meanwhile, the sector of
informal financial services in South Africa sees people mobiliivegr savings together through
various types of informal groups, such as stokvels, and trained SGs. FinScope 2017 found that 56% of

4FinScope South Africa 2017. Consumer Survey Highlight. South African Financial Inclusion Workshop,
Johannesburg, 22 November 2017 [unpublished presentation]
589% of the adult population are formally served (bank and+bank) (FinScope 2017)




the adult population use some form of informal financial service, a slightly higher value compared to
FinScope 2016. Indigemis groups and promoted SGs exist and, often;exst in the same
geographical area where their members use them simultaneously. Research conducted by
AfricanResponse (20%¥shows that 23,4% (8.6 million) of the South African adult population is a
memberof at least one stokvel. Meanwhijla few organisations have been promoting SGs in South
Africa for over a decade. SaveAct, the biggest organisation promoting SGs in several provinces of
South Africa, has reached over 70 thousand members in both ruraliidozoh areas.

This research is intended to explore more deeply the impact of such informal services on their

i AT AAOOG 1 EOGAO AT A OEAEO OI1 A & O £ET AT AEAI ETA
the long-term impact of SGs and stokveds their members and their households, while at the same

time exploring the deeper mechanisms that lead to the success or not of these models. This will allow

an exploration of those underpinning values that influence the adoption and use of these services
whether economic or otherwise. Ultimately, this research aims to explore the value that SGs and
stokvels have for users and for financial inclusion in South Africa in more depth.

X8w 4EA 3' [ AOETATiTTcCcU T &£ 3AO0A!I AO

SaveAct has been developints imodel since 2005. The methodology is adapted from the VSLA
savings group model developed by CARE in Niger during the ninetiessaiodv used by 14 million
savers in Africa. The method was adapted to the South African context when SaveAct was initially
piloting its methodology.Savings groups are trained and mentored in: savings, lending, social fund
management (for household emergencies), record keeping, adopting a constitution and sharing out
capital. Shareouts occur on an annual basis. This is theham of the programme. A group follows

an 18month cycle to independence.

The relationship begins with an introduction to financial services. This is followed by thredayalf
training sessions, where a group forms, develops rules and a constitutioelants office bearers.
Groups typically meet monthhy saving, building up a social fund to support members in distress,
pooling their capital and offering loans to members. In the first 18 months, groups are visited,
mentored and assessed according to aedhle. After 18 months they are assessed for readiness to
operate independently. Once a year the capital is shared out to members according to the proportion
of shares (savings contributions) bought by each member. This is typically arou28%0nore than

what is saved, due to the repayment of interest on loans. This is when members can access a large
lump sum that may be used to invest in an enterprise, pay for tertiary education, etc.

6 https://www.africanresponse.co.za/assets/press/2014L atestStatsStokvelStokvelStokvelsReleased.doc
[Retrieved on 01/08/2018]




From the start of engagement with potential memberghe importance offinancial literacy is
emphasised. SaveAct has embedded several financial education mosleen in figure 3to the
engagement with SGs over the 48onth training relationship. FE makes savings group members
aware of the importance of managing their mey, including household budgets. It equips them to
anticipate and plan for bumps in expenditure, including unanticipated shocks. It emphasises the
importance of saving and investing, planning for life cycle events and managing debt. FE lays a
foundation, dongside the financial services of the group, for members to enter inéoenterprise.
SaveAct follows a stepwise logic in its work to assist the poor to find pathways out of poverty (see
Figure 1 below).

Pillars of Operation
A stepped-approach towards sustainable livelihoods

Livelihoods &
Enterprise

Savings Groups ; Development _

/Savings as the “gl uen Stimulat.es the
Financial Education stimulating social f::t:?s;:;f
& Life Skills Training capital & action
; _ Social Fund Incubated in saving
\\ Economic & financial groups & enterprise
\ literacy PEttanmitor focus groups
: effective and ;
People choose  \ EnhanFes awareness efficient support Fed by savings &
to participate N\ of climate/ other business training
risks and

in structured - Consumption
process // opportunities smoothing Improved capacity

for self reliant action

/ Improved capacity Strengthening
to take risks & |

/ women Income smoothing
\_ devise strategies A 4

Il Towards more sustainable & resilient livelihoods >

Figure3. SaveAct's Phased Approach

1.3 Studyobjectives and questions

This study proposes to conduct andepth qualitative impact assessment of the value that SGs and
other informal groups such as stokvels, deliver to their members. This evaluation is, mainly, based on
selfreported attribution. The overarching aim of this study is 1) to evaluate the {tgrgn impact
(intended and unintended) of SGs and stokvels on mature members and their households, and 2) to
explore and explain the ways in which impact arises.




This study aims to explore the jmact of both models, SGs and stokvels, for members who live in the
same geographical area. In particular, the study proposes to explore the impact of these models for
the following situations: 1) for SG members, the majority of whom are also part of dmkaed 2)

for stokvel members only. This is intended to explore the value of both models, both individually and
when used simultaneously.

The study explores the following questions:

1 How do savings groups and stokvels assist households to manage thsiehlodd and
livelihood activities?
o0 To what extent and how have SGs and stokvel members reduced their vulnerability
to shocks and increased their resilience?
o To what extent and how have SGs and stokvels promoted financial knowledge and
skills among their nmabers?
o To what extent and how have SGs and stokvel members increased their social
networks and relationships?
T h@dSNIfftxX K2¢ KIFI@PS GKS 06208 OKIFIy3aSa AYLINRBOSR
stokvel members?

It is not the aim of this study to fosuon how these models function and their sustainability.
Therefore, this research focused on groups that have been operating for several years, in order to
explore their impact on their members and households. However, we understand that this focus may
hawe a bias towards positive findings and this has been taken into account during the implementation
and analysis of data.

1.4 Structure of the report

This report presents the findings of the qualitative impact assessment of a sample of mature savings
groupstrained by SaveAct and of a sample of stokvels operating in the same geographical area. This
study uses a Realist Evaluation approach. The chapters of the report are presented as follows:

1 Chapter 2 presents the evaluation methodology. It explains the msteps of its
implementation and the sampling approach.

1 Chapter 3 presents the main findings from the literature revé®wering studies of both SGs
and stokvels. This chapter also preseriieOAAT T OOOOAOAA BOIT COAI I A OEZ
SG programme ad a potential programme theory for stokvels, based on the literature
review.

1 Chapters 4 to 1ipresent the findings in the following order: findings on context,
characteristics of SGs members and internal dynamiicglings on outcome$or SGs and

stokvek, findings on impact and discussi@m how and for whom SGad stokvelavork.




1 Chapter 12 presents the conclusion of the report in relation to the state of financial inclusion
in South Africa.
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2. METHODOLOGY

2.1 Realist Evaluation

The Realist Evaluation (RE) method originates from the work of Pawson and Ridlalist Evaluation

(1997). This approach focuses on the causal mechanisms that enable a programme to work.
According to this view, programme interventions do not produce ames. Instead, they provide
resources that will trigger causal processes. Outcomes are caused by the interaction between what

is provided by the programme and how participants respond and reason about the intervention. This
interaction constitutes and iskl 1 AA A O AAEAT EOIi 68 | AAT OAET ¢ Ol
trigger several different mechanisms, depending on the particular context in which it takes place,
creating patterns of mechanisms and outcomes in the same place (Wong et al., 2013).

In fact, a major assumption of RE is that no intervention warkerywhere or for everyone, and that

context really does make a difference. Therefdfe®@ AOEO OEA NOAOOGEI 1T Oh OEIT x
and/or not work, for whom, to what extent, in what respeciis what circumstances and over what
ADOAOQEIT T ed | 7 A CoorektdIRE catréf tofthe e8graph@a and social context in

which an intervention takes place. Thus, RE considers the role of social structure and norms in
triggering a particlar type of reasoning and response to a programme intervention. For instance, a
person may decide to borrow from a specific place because it feels private and anonymous in a
context where borrowing might become the object of gossip and shame. In this ttessocial norm

I £ OEAITA TECEO AA OEA OPAAEZEA OOOECCAOG6 OEAO 1.
way, RE does not just focus on the final change (i.e. the decision of a particular service) but also on

the causal pathways (mechanisntiat have led to suchnoutcome.

In doing so, RE focuses on CMOs configurations where Contéitchanisms= Outcomes. This
shows that Outcomes (O) happen only when the Context (C) is right to trigger in the beneficiaries the
response and reasoning (M3sumed by a programme theory. This type of evaluation shows not only
the final change or impact but also the causal links that have brought saniige (Whestorp, 2014).
Figure 4shows that the interaction between context and programme activities triggecgrtain type

of causal mechanisms, in the form of deeper reasoning and beliefs, which then create the final
outcomes with observable patterns.




CONTEXT and mechanism
Implementation Opportunities & resources
contexts ” to enact decisions

- - o \\N
Programme
activities y PATTERNS
\(N of
.............. . (R S—
A Programme
o Reasoning, choices, norms,
// collective beliefs Outcomes
7 A A A LA A
S ANNN
Broad conditions, e.g. Participant conditions,
politics, economics, history e.g. culture, gender,
stability, violence.... resources, experiences....

Figured. The interplay between Context and Mechanism

2.2 Steps for the implementation of Realist Evaluation

2.2.1 Review of evidence about SGs and stokvels

The first step for the implementation of RE was to conduct a review of existing literature about the
impact of SGs and stokvels on their members. This looked at:

1) how Theories of Change (ToC) for SGsgrammes have been developed and what they
entail;

2) the impact achieved by SG programmes in South Africa and other countries;

3) the impact of stokvels in South Africa and more widely ROSCAs on their members and the
traditions around these groups, and

4) how existing literature can be understood through a realist view, looking for studies that have
considered the influence of the context on final outcomes.

2.2.2 Reconstructing and developing programme theories and CMOs

The second step of RE is thataséating hypothetical configurations of CMOs, based on programme
theories and existing literature. This followed two different routes because this study entails the
evaluation of a programme intervention (SaveAct SGs) and-feethed groups (stokvels). For
SaveAct SGs, the existing ToC was used as a base for the formulation of hypothetical CMO
configurations. This was be complemented with the existing literature on SGs reviewed. For stokvels,
hypothetical CMO configurations will be based on existing litaratreporting on the aims, goals and




impact of such groups. In fact, since they are-seffated and managed, we do not have a{apdsting
ToC on which to create the hypothetical outcomes that this study will evaluate.

2.2.3 Purpose of semstructured interview

This study uses a qualitative impact assessment approach and its main instrument for data collection
is semistructured interviews. Participants were informed that the aim of this study was to
understand the main changes that had happened to thisied since they joined a SG, a stokvel or

both of them. Data is based on s&«f ADT OOAA AOOOEAOOEIT AT A PAOOEAED

in several ways:

T "U ET OAOOECAOQET ¢ AOAT 00 PBiyeais AldhdnOtdede werg OA O
financed;

1 Byinvestigating the extent these events were financed through the use of SG and/or stokvel
services;

1 By investigating in detail the use of SG and stokvel funds: how these have been used and
what they have enabled members to achieve;

f By investigatingmembe® AOOAOOI AT O 1T £/ OEA EI bl OOAT AA
livelihoods; and

T "U EI OAOOECAOEI ¢ DPAOOEAEDAT OO8 OAT OA 1T E£ AE
before joining groups with their current situation.

Asking about life changes use of funds and services in different ways within the interview enabled

the interviewer to crosA EAAE OOI OEAO AT A AOAAOA A AAOOAO OA

guideline of the semstructured interview (SSI) can be found in Annex 1.
2.2.4 Daa Quality

A series of procedures have been followed during fieldwork in order to ensure the quality of the data
and the ethics of the research. The team comprised an international researcher and a local assistant.
It debriefed at the end of every day andllectively produced:

9 A descriptive account of the locality (gathered from personal observation and data gathered
through interviews), the study participants and their groups;

1 A joint account of the interview notes taken during the interviews. These wieseussed at
the end of the day, in order to start sketching CMO configurations and identify patterns of
behaviour.

By working together at the end of each day, it is ensured that personal bias was minimised and
interpretations were compared and discusséthe research followed ethical standards as part of a
rigorous research and asked participants for their verbal consent in taking part in the research and




being recorded. The anonymity of the data was guaranteed and the participants were made aware
that they could at any time stop the interview. The team worked in order to minimise the discomfort
that sensitive and personal questions might have caused respondents.

2.2.5 Sampling of research site, groups and respondents

This research aims to explore those rhanisms and outcomes that lead &positive impact. In order

to explore this, the research purposely targeted well established and functioning groups. This
decision was based on the assumption that it would have been hard to unagasitive impact if
groups had collapsed or were not able to offer good servicHse studytherefore, focused on those
members who had been part of sustainable and mature groups, already graduated and operating
independently from the training provided by SaveAct. This reskaalso focused on a different
category of respondents, namely those individuals, living in the same area, who were not part of
savings groups but only of other indigenous smifated and selmanaged local groups. This
selection intended to broaden theerspective of the research, by also taking into consideration the
experiences and opinions of those who had decided not to be part of savings groups or had been
excluded by them, while also exploring the impact of these indigenous groups.

Sampling designfor SG respondents

The selection of SG respondents was done in three steps. The area of Matatiele, where SaveAct has

been operating for several years, was purposely selected for this research because of the continuity

of field staff in the area and the @sence of several graduated groups. SGs were subsequently

OAl AAGAA mEOT i A TEOO 1T &£ COAAOAOAA cOi OPO OEAO
Management Information System (MIS). Considering that these groups had not been visited and
supervised for éong time, it was necessary to seek support from local field staff in locating some of

them. Groups were selected based on their successful operation and the geographical area. Groups

were considered successful when they had been in operation for fiveooe years and did not have

issues during their latest shai@ut. Two geographical areas were selected based on their distance to

the main town of Matatiele. This aimed to take into consideration the travelling distance and
associated costs for members teach other formal and informal financial services. Selected groups

AOA 11T AAOAA xEOEET OEA AOAA 1T &£ +EAT OAh AAI OO X¢
(AAOTTh 1TTAAOAA AAT OO 1Y 1 ET OOAOGS8 AOEOA k&EOT I - A
Hebron more challenging to reach, although public transport costs R30 for a return trip from both

sites. Three SGs were selected from each area.

>\
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reliable. Therefore, it was challenging to use additional criteria for the selection based on the level of

”A programme evaluation, on the other handyudd randomly select groups and focus on their functioning and
sustainability.




wealth of these groups. In order to overcome this, a few general considerations about the level of
savings of current groups were discussed with field stafbm these, it appears that the majority of

SGs save R100 per share, while only a minority save R50 or R200. New SGs mainly save R50 per share
and a few wealthier SGs save R200 per share. However, it was noted that saving R200 cao prove
belimiting asit prevents members who have, for instance, R300, to save all of their amadBraups

therefore, prefer to save R100 per share and increase the number of shares that can be bought at
each meeting, in case they wish to increase their level of savinbgtAips selected were within this
category, as they saved R100 per share.

In each of the selected SG, three members were randomly selected using their membership number
and three additional members were randomly selected as substitutes. Duringotedield visit,
contact details of these members were collected together with information about their participation

in other local groups. The initial design intended to have two categories of SG respondents: those
members who are only part of SGs, and$e members who are part of both SGs and stokvels.
However, from initial conversation with field staff appeared difficult to find SG members who are

not part of other stokvels, especially considering the role of local burial societies and food stokvels
This means that, unlike the initial design, there was not a category of respondents who were only part
of SGs.

An additional SG was purposely selected in a third area for piloting the interview questions. Two
members were randomlgelected,and thisdata was also considered in the final analysis. In total, 20
SG members were selected.

Sampling design for stokvel members

Based on the fact that there is no record data on stokvel groups, the selection of stokvels and their
members happened through snowbailli. This technique is normally used when the study population

is unknown to the researcher, who therefore needs to rely on referrals (Padgett, 2008). Criteria for
the selection of stokvel members was their geographical residence in the same area whese®Gs
present and that they should not be a member of any SG at the time of the research. The research
team asked SG respondents to direct them towards people they knew with these characteristics.
While we were not expecting to encounter resistance and ragtfrom SG members, given their

long relationship of trust with SaveAct field staff who have acted as gatekeepers for the research
team, we took into consideration the possibility that stokvel members, who do not have such
relationships, would present soe resistance towards the research team. However, by selecting
them through referrals, it was possible to overcome some of the initial mistrust towards the research
team and respondent®on the whole were very collaborative and generous with their timeasgd on

this sampling methodology, it was not possible to purposely select stokvels based on the duration of
their operations and their sustainability. However, this was a way to start exploring the variety of
001 EOAT O ET AAAE AORafonsidr ot takiaAparOin $GA asAvBlioIotal,il3 OE O
stokvel members were selected.
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Sampling of respondents

Area Stokvel only SG + stokvel Total
Khaoue 6 9 15
Hebron 7 9 16

Malubaluba 2 2

Total 13 20 33

Tablel. Categories of respondents

2.2.6 Data analysis

Data was coded and analysed according to Cs, Ms and Os following these steps:

1. All transcriptions were coded according to Cs, Ms and Os. This means reading through each
transcription a few times to locate extrescabout context, mechanisms and outcomes.

2. All these extracts were organised on an Excel spreadsheet in order to create initial
configurations of CMO for each individual.

3. Using the filtering option in Excehe analysis was done according to outcomes. €ach O,
the purpose was to first individuate individual mechanisms and, secondly, patterns of
mechanisms across respondents, also called higheel mechanisms.

4. This analysis concluded with the identification tfe main themes of mechanisms and
impactthat could be checked against the initial programme logic.

5. The analysis concluded with the identification of higHevel mechanisms to answer the
guestion of how SGs work and a comparison of SGs and stokvel respondents to explore the
guestion of who SGsador do not work for.




3. LITERATUREREVIEW

In the sections belowthe literature on the impact of SGs and stokvels on their members and
households is reviewed. While there is a great amount of evidence about SG programmes, impact
assessment of stokvelnd ROSCAs in general, are not common and, usually, of a smaller scale, such
as case studies. This is related to the fact that SGs have been promoted all over the developing world
for over twenty years, and, as with the microcredit industry, there is alrie¢he development sector

to show that such programmes are working for very poor people. This is one way of supporting and
justifying the direction of the sector. At the same time, studies on ROSCAs and stokvels are
logistically more complicated as therre no tracked records of such groups and their members.
Rigorous studies would encounter more challenges in terms of sampling. Moreover, these studies
would be more explorative in nature as indigenous stokvels are not part of programmes based on a
Theoryof Change (ToC). After reviewirhe literature on both SGs and stokvels, the sections below
DOAOGAT O 471 #0 & O AT OE 3A0A" AG6O 3' O AT A ET AECATI
to RE perspective and are based on, for the latter, availabletiiee on stokvels, and for the former

AT OE 3A0AI AGBO AGEOOEIT C 41 # AT A AOAEI AAthd 1 EOA
evaluation.

Figure 5: A SG member looking through a member share record book
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Most SG programmes work on the hypothesis that by carrying out a certain intervention, a specific
OAO 1T £ 1T OOAT I AOGh xEEAE 11 OIi AlT U OAEA OEA TAIT A 1 &
evaluation of SG programmes focuses on whatds of benefits SGs members experience from
taking part in their groups and what kind of impact the intervention has had on their life. However,
these evaluations rarely pay attention to the specificities of the context in which the intervention
takes pace, as well as the way in which SGs members (the target population) react to the different
intervention activities. This RE focuses on the combination of context specificities, reasoning and
actions that the intervention activities have triggered and hahtended and unintended outcomes,
before looking at impact. While programmatic ToC jumps straight to the consideration of impact, RE
approachedo try to unlock the pathways of impact, by examining the combination of Cs, Ms and Os
that have ultimately lel to the final impact. According to this perspective, what is considered impact
by some ToC and randomized control trial (RCT) studies can beaomaetcomeas seen in figure 6

in an RE approach (Storchi and Rasulova, 2017).

For instance, the ToC of theGS programme carried out by Oxfam America and Freedom from
Hunger in Mali predicts a series of shtetm and longterm impacts. In the shofterm, within 6
months from the start of the programme, SGs members will increase their level of savings and their
access to loans, andverall, they will improve their access to financial services. This will improve

i AT AAOOGS8 AAEI EOU OiI xEOEOOAT A OEI AEOh OOAE AO EI
ability. Simultaneously, social relationships wilkalimprove, because of group solidarity and shared
management tasks (BARA and IPA, 2013). It is only in the longer term, beyond 6 months, that
members are expected to be more food secure, increase their income, and be better able to pay for
education and balth expenses. After only three years, SGs members are expected to have increased
their level of wellbeing, be more resilient to shocks and emergencies, have a wider range of financial
services and own more assets and livestdtkd(). RCT studies in Mali, Uganda and Ghana are
based on this type of To@PA, 2012; Ksoll et al., 2013) and fail to look at pathways of change, focusing
only on whether impact has arisen or not. Moreover, most studies conducted so far have focused on
SG programmes within theifirst three years of life (Gash, 2017), thus missing a loteyer
perspective that is needed to detect when changes are sustainable and positive over time.

Figure 6AAT T x OET xO ET x 3A0A! AOGO 4AREleng Al fadt Andti  OAOF
members use the SGs services and therefore increase their level of savings and credit, as well as the

fact that members use their loan and shawvat money for various expenses (e.g. health, education,

business and so on) are considered as intermediary outconmefact, all of these decisions and

actions do require members to reason about their situation, thus a mechanism that triggers a certain
outcome. SaveAct provides SG training in rural communities and to interested people, hawever

those trainees might sf decide not to join a group after the training or not to save a lot of money

with the group. These steps are not automatic and simply by providing the training, SaveAct, as well




as other SGs programmes, are not necessarily leading to the desired infparcthis to happen,
members need to continuously reaséor their resources and context and, based on this, decide to
use such new resources in a certain way. For instance, members might have to feel safe enough in
order to save, and trust is not organically in existence in rural areas, as is often taken fordgognte
development programmes. Rather, groups need to create it and nourish it over time. Similarly,
members might need to feel that such training and new activities are not putting in danger their
household dynamics and reputation within the village andtthizey are indeed the best economic
option that is available to them. It is only when SG members have decided to stay and use the services
offered by their group, and the group is functioning well, that positive impact can arise.
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Figure6. SaveAct's ®C from an RE perspective

Figure 6shows that not only is there a whole set of decisions that SG members have to take before
impact happens, but also that external circumstances affect the final impact. Indeed, an agricultural
entrepreneur might have savefr a whole saving cycle and decided to use his sloartemoney to
invest in his agricultural business. However, this might still fail because of adverse weather
conditions. If we were just to focus on the final impact, we would say that participati&®Gs does

not improve income from agriculture. By looking at it froom E perspective, however, we can
develop quite a different picture of the role of the SG in the life of this farmer and his/her investment
is here considered as an outcome rather tharp@t. Based on these considerations, the section
below reviewdhe literature on SG from an RE perspective, looking at what current studies can tell us
about context, mechanisms and outcomes that lead to impact.




3.2 Impact evidence of SGs programmes

Themost recent review of studies about the impact of SGs (Gash, 2017) examines 53 studies, most of
which have been conducted in Africa between 2008 and 2013. They include a variety of research
methods, from qualitative methodologies and case studies to R@lth, the majority using mixed
methods. The SEEP review (Gash, 2017) shows that the majority of the studies agree on the following
impact: increased level of savings and credit, increased investments in income generating activities
(IGAs), improved food caumption and nutrition, improved resilience, se&lbnfidence and solidarity
among members. On the other hand, the likelihood that SG membership can have a positive effect
on income level, business profits, health and education expenditures, poverty lesdabther social

and political effects, such as collective action and female empowerment, ranges from medium to low.
This overview already highlights how difficult it can be to draw universal conclusions when talking
about specific interventions (SGs prognanes) that are being replicated in different settings.
Therefore, instead of focusing our attention on how likely a programme is to produce a certain
impact, we might focus our attention to what, how and why a specific intervention works or does not
work in a specific context, in order to understand the conditions that trigger a specific impact
pathway, which can then be replicated. The sections below are summarising some of the evidence
about the main areas of impact of SGs programmes and discussing tteeman RE perspective.

3.2.1 Economic impact

Usually, one of the first economic changes evaluated is the variation in the level of savings and access
to credit. Gash (2017) highlights that almost all studies reviewed focused on the level of savings and
foOT A AT ET AOAAOA EIT | Ane deviety indls thatki@rd is wille/vidonk€oEdn C8 ! |
increase in access to credit and therefore in credit needs met through the services provided by SGs.

In fact, many RCT studies found that there was a &igkvel of savings and loans in the treatment

areas, compared to control areas. This was found in several African countries, such as Mali, Burundi,
Malawi, Uganda and Ghana (BARA and IPA, 2013; Annan et al., 2013; Ksoll et al., 2013; IPA, 2012). A
small qualitative study conducted in Zambia (Taneja, undated) also found an increase in savings
because of participation in SGs. A previous study conducted on SaveAct SGs found that the level of
savings increases over time, especially after the first stoare as members become more familiar

with the SG methodology and experience its effects in their life (Delany and Storchi, 2012). Increased
levels of savings and loans are usually considered to be an impact within programme ToC. In this
study from an RE perspeeg, this is considered to be an outcome (O2 in figure 3). Once members
have decided to remain in their groups and use their services, they are able to deposit their money as
savings and take out loans, which is something that they might have found mdfieudti to do

without SGs. However, in order for this to happen, SGs need to be functioning well or at least
members need to think that to be the case. If members do not trust that their groups will be fair and
well-functioning, they will find it difficulto deposit their money in them.




Following themodified ToC drafted in figure,&fter members have decided to stay in SGs and have
started using the saving and credit services of their groups, they will then be in a position to decide
how to best use such funds. There are plenty of studies that have reported how money from SG loans
and shareouts are used for a variety of purposes, such as agricultural inputs and business
investments, education and health expenditures, food and other household items, as well as
construction and renovation of housd#nyango et al., 2007; BARA and |P2013; Boyle, 2009;
Cameron and Ananga, 2015; Taneja, undated; Ksoll et al., 2013; IPA, 2012). In South Africa, research
conducted with SaveAct in 2012 found that both loans and sttaremoney were primarily used for
household investments, such as eduicat expenses, groceries, house renovation and construction
(Delany and Storchi, 2012). Overall, the evidence shows that SG members are better able to manage
their expenses. However, it is not clear whether this translates into an increase in the level of
expenditures (Gash, 2017).

While there is agreement on the increased level of savings and loans and on the fact that SG members
are using loans and shamut money in a variety of ways, findings are less conclusive on medium
and longerterm economic impactThese changes are considered either a last stage outcome before
impact or impact by the approach adopted by shiesearch, as shown in figure $o far, we have
considered a chain of outcomes where SG members decide to join a group, remain in it, inse the
services and ultimately spend the money received through loans and shagse All these decisions
require a certain degree of reasoning by SG members who react to and interact with the new
resources available. However, after these pathways of outcorR&approaches consider a level of
impact that might or might not happen irrespective of the decisions and reasoning of SG members
(Storchi and Rasulova, 201Tn fact, as shown in figure the impact is also dependent on external
circumstances and othdd AT D1 A6 O AAAEOET 1 08 4EA DPOAOEI OO0 AgAI
for instance, shows that irrespective of all of his decisions and actions, his enterprise might still fail
and therefore do not produce an increase in income and improved livadihbecause of adverse
weather conditions or a difficult market.














































































































































































































































