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ABSTRACT

Stokvel, a traditional African model for informal saving and investment presents a
significant standpoint in entrepreneurship. This paper from a desktop review reveals essential
resources that can be harnessed for enterprise promotion. Urgent features for examination
include capital mobilization through saving stokvel systems, rotative stokvel systems and/or
stokvel loan initiatives. Furthermore, traditional stokvel trust factor and community of practice
are essential in building strong social capital for business operation. These features present
important platforms for product marketing and customer mobilization. It is recommended that
these results inform a framework for entrepreneurship capacity-building in rural areas.
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INTRODUCTION

Africa has a long history of enterprise practices embedded in its culture and upon which its
economy is built (Imhonopi et al., 2013; Oluwabamide, 2015; Adeola, 2020; Osiri, 2020; lwara,
2020a). The advent of colonisation on the continent has transformed some of the African
structural system, whereby the traditional systems of entrepreneurship have been replaced with
western ideologies (Imhonopi et al., 2013; Iwara et al., 2019; Adeola, 2020). One transformation
has seen most of the African traditional entrepreneurship models becoming extinct, and
unfortunately, the few in existence have been under-reported in academic literature, hence,
research has neither verified, validated or called into question the broad array of policies on
traditional entrepreneurial practices on the continent. Rather than the development of appropriate
traditional models, current entrepreneurial initiatives are being driven by foreign models that are
incompatible with grassroots entrepreneurs’ realities (Iwara, 2020b). This is one reason
enterprise development across countries on the continent is lagging (Ayankoya, 2013; Churchill,
2017; Kativhu, 2019; Iwara et al., 2020). Lack of grassroots models anchored in the realities of
indigenous entrepreneurial activities prevents identification of the exact nature of support
necessary for enterprise growth; this has caused enterprises to suffer setbacks (Agozino &
Anyanike, 2007; Onwuka, 2015). This review conceptualises stokvel as an African indigenous
model that can be harnessed to enhance entrepreneurship. The aim is twofold. Firstly, to decipher
the model’s resource for raising business start-up/expansion capital, and secondly, to decrypt
potent actors of the model that can be harnessed as strategies for product marketing, with specific
reference to rural areas. This research may offer African entrepreneurs, in rural areas, the
opportunity to distil learning points from an indigenous entrepreneurial orientation towards
enterprise development.
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This study is of interest because it investigates key traditional stokvel systems which if
harnessed, will support entrepreneurs, thereby contributing to business growth, job creation,
improvement in the quality of life, rise in income, poverty reduction and economic growth in the
rural areas (Fete, 2012; Mmbengwa et al., 2013). The choice of rural areas in Africa was due to
the fact that entrepreneurs in these areas are speculated to be grappling more with business
capital-related and marketing challenges when compared with their counterparts in the urban
areas of the continent. lwara (2020b) highlighted that entrepreneurs in rural areas have limited
access to credit information, they face rigorous application process for funding, high collateral
conditions and unequal distribution of financial support. Entrepreneurs in rural areas, especially
small-scale ones are neglected to the advantage of their counterparts in urban areas (Seeletse &
MaseTshaba, 2016; Nkondo, 2017; Iwara, 2020b). This argument corroborates Bigsten et al.
(2003) who mentioned that business size and location in sub-Saharan countries strongly
determine their access to finance. Small enterprises in Sub-Saharan Africa are less likely to
access business credit than those in other developing regions of the world. Large firms, especially
those in urban areas have more access to finance on the assumption that funding small enterprises
is riskier than large firms (Collier, 2009) and investing in enterprises in urban areas is more
feasible for the government (Henderson, 2002; Stathopoulou et al., 2004; Saleem & Abideen,
2011). Development of rural initiatives, therefore, tend to lag given that the majority of these
enterprises are small. In light of these limitations, this study should make a significant
contribution to enterprise development, specifically in rural areas.

What is Stokvel?

Stokvel is South Africa’s indigenous version of Accumulating Savings and Credit
Associations (ACSAs) also known as Rotating Savings and Credit Associations (ROSCAS)
(Hossein, 2017; Mulaudzi, 2017; Koenane, 2019). It is called gam'iyas in Egypt (Adams, 2009),
chama in Kenya (Sile & Bett, 2015) while Nigeria has esusu (Moses et al., 2015). These are
traditional African informal savings, investments and loaning system commonly practised by
Africans in many countries of the continent and beyond (Hossein, 2017, Rodima-Taylor, 2020;
Iwara, 2020a). Stokvel provides platforms where a network of community members with
common goals agree to contribute a certain premium which makes a lump sum to actualize their
shared vision.

There exist various forms of stokvel practices, one of which is a typically community-based
self-help stokvel that enables people to pool resources for necessities, like burial needs and other
societal events (Buijs, 2008; van Wyk, 2017). High-budget stokvels assist people to save a
certain premium, periodically, for future projects (Verhoef, 2002; Matuku & Kaseke, 2014). The
premium is determined by participants, likewise meetings and periods to access income. While
meetings can be scheduled monthly, members may agree to share the resultant lump sum from
their activities after a year. A rotating stokvel is another vital initiative. This form of stokvel
allows participants to contribute an agreed amount to a pool which makes a lump sum for one
member at a time (Verhoef, 2001; Hossein, 2017; Kok & Lebusa, 2018). The activity continues
until every member of the circle benefits. Research has shown that likeminded individuals
contribute a premium through stokvel investment systems to make a lump sum that can be loaned
or invested on a joint project to generate more income (Van Stel et al., 2005). In this context,
income generation is a prime factor for the group. The resultant profit made from such
investments is shared amongst members while the capital is reinvested for the same purpose.
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The various stokvel systems in providing funds for investment and as a means of livelihood
for its members have attracted attention. Studies show that up to 50% of the indigenous adults in
South Africa play stokvel; there is hardly a single adult in the Igbo and Yoruba tribe of Nigeria
who is not involved in one form of esusu (Moses et al., 2015), and about 74% of Kenyans are
involved chama (Sile & Bett, 2015). In Africa, the stokvel system is a central financial strength
for indigenous people, especially in rural areas. Pooling resources for each other to invest, while
maintaining social cohesion, can transform Africa’s entrepreneurship landscape.

METHODOLOGY

This review is desks-based, using secondary data, specifically published studies on the
traditional African savings and investments systems. Even though there is yet to be evidence of a
comprehensive study that gives a detailed understanding of how the model plays an important
role in small-enterprise capital mobilization and marketing in rural areas, it is a well-researched
area in Africa. Approximately 60 published types of research conducted on the subject matter
were collated for the current study. Collected data were downloaded, labelled in line with their
titles and year of publication, screened using published scientific research and full text that can
be accessed as eligibility criteria. This enable the isolation of duplicates and selection of
apprepraite materials for the study. The eligible data for the systematic review were fitted on
Atlas-ti v8 thematic content qualitative analytical software. The software is ideal for analysing
large sections of text (Smit, 2002), and accurate in clustering and interpreting data using
coding/annotation techniques (Friese, 2019). In addition, the Atlas-ti summarises a large text into
a network diagram or table which allows one to visually connect selected information. The
process of the analysis started with data cleaning by selecting only useful published materials in a
single folder. Data formatting was made to conform with the analysis, thereafter; it was exported
to the software. The exported data was categorised into different concepts through an open
coding system. An open coding system categorises phenomena into discreet concepts and
clusters, through a close examination of the dataset (Kativhu, 2019). In terms of the coding
process, themes were established concerning the objectives of the study and classified using the
code management tool, then presented in a figure. A project report was developed based on the
analysis which assisted with the grouping of findings and discussing of results.

RESULTS

The synthesis revealed two essential components which entrepreneurs can harness from
stokvel, for enterprise development, first, capital mobilization through involvement in saving
stokvel systems (participation in rotative stokvel initiative; accessing easy loans with the help of
a guarantor), second, harnessing stokvel as a resource for marketing products. In this context,
stokvel social capital, made possible through physical gatherings, presents an important
opportunity for product advertisements. Furthermore, the trust factor which is a principal
component of traditional stokvels is essential for client referrals. This factor influence members
to recommend family, friends and other relevant contacts to an enterprise managed by their group
members.
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Stokvel as a Resource for Capital Mobilization

In rural areas of Africa, informal stokvel systems play a bigger role in income mobilization
than formal finance (Forkuoh et al., 2015; Sile & Bett, 2015; Ngumbau et al., 2017; Bophela,
2018). It assists rural dwellers in providing effective savings opportunities, as well as
flexible/soft loans to its market participants (Dare & Okeya, 2017), often used for investments
such as venturing into a business (Summers, Holm & Summers, 2009; Thabethe et al., 2012; van
Wyk, 2017). Its importance to livelihood, therefore, cannot be overemphasized. Essentially, the
stokvel ideology emanates from the grassroots bottom-up demand of the poor to build a
sustainable society by pooling together a certain amount to save and/or invest to help each other.

Traditional stokvel systems, especially in the rural areas of Africa are independent of
external forces (Matuku & Kaseke, 2014; Sile & Bett, 2015). They are mostly unregistered and
unregulated by the government (Sile & Bett, 2015), thus, not controlled directly through major
fiscal and monetary policy instruments (Dare & Okeya, 2017). It operates based on outlined
principles and the discretion of the members (Aliber, 2015) and this makes it flexible and easily
accessible. In most rural areas, finances of the initiative are saved in the house due to some
challenges associated with formal banking such as accessibility and charges (Mungiru & Njeru,
2015; Sile & Bett, 2015). It is on this background that households in rural areas believe that
stokvel is cost-effective and convenient, and is ideal for local entrepreneurship promotion. Based
on this synthesis, there are three key strategies that stokvels present for business capital
mobilization. As summarized in Figure 1, these are capital mobilization through saving stokvel
initiative, capital mobilization through rotative stokvel initiative, and capital mobilization
through stokvel loan investment.

Capital mobilization through saving stokvel initiative

Saving in the stokvel’s initiative offers an entrepreneur the opportunity to identify with a
group in which an agreed premium is periodically contributed to a pool, saved and then shared
after a certain period (Kok & Lebusa, 2018). People in rural areas lack access to formal financial
services, as banks are mostly in the urban areas and this may require transportation cost,
therefore, with this initiative, rural dwellers easily create, informally, the same financial service
they demand. Saving through stokvel is tax-free, given that the funds are mostly kept with a
trusted member rather than in banks, hence, it is cost-effective (Mungiru & Njeru, 2015; Sile &
Bett, 2015). Stokvel operates on a fixed-term principle which may not allow participants to
temper with savings for an agreed time (Van Wyk, 2017; Luthuli, 2017) unlike personal savings
or banking with a formal financial institution which provides the liberty to access one’s funds at
any given time. This prevents using business capital for other needs that might arise.
Furthermore, most stokvels, especially in rural areas, are individually-driven, not registered
and/or regulated by the government, hence, access to capital is at the convenience of group
members.

Capital mobilization through rotative stokvel initiative

The rotative stokvel initiative is a prime income-generation factor for enterprises. It offers
an entrepreneur the opportunity to identify with a group of individuals who agree to contribute a
certain premium to a pool that makes a lump sum for one member at a time (Buijs, 2008;
Hossein, 2017). The lump-sum is once-off, hence, member only benefits once in a transaction
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circle, however, all members continue to contribute until the saved amount has gone round. This
IS an easy means of bringing together a community of entrepreneurs who share common business
goals to accumulate resources for one member at a time.

Capital mobilization through stokvel loan initiative

Investment stokvel offers loan opportunity to individuals with considerable interest rate and
flexible terms (Moloi, 2011; Backman Kartal, 2019). Unlike formal financial institutions where
evidence of business registration, stock of sales and collateral are required to access loans,
access to credit in a traditional investments stokvel is often based on trust and recommendation
from a member (Mungiru & Njeru, 2015; Dare & Okeya, 2017). In the case of an outsider
accessing credit, a trusted member of the group may guarantee for the debtor. Unlike saving
stokvel system that takes long to raise a lump sum, loan stokvel promises instant credit.

Stokvel as a Resource for Marketing Products

Traditional stokvels are important pillars for social cohesion, kinship ties and mutual
benefits as their platforms provide space for people to meet regularly, interact and share
(Mwangi, 2013; Sile & Bett, 2015). It is more of community practice, where all members trust
each other, see themselves as equal and respect each other, regardless of age, qualification and
social status (Mungiru & Njeru 2015; Iwara, 2020b). This makes hierarchy the least factor in
such initiatives. Stokvel-associated tasks are jointly executed, and this provides windows of
opportunity for members to learn how to work with people; in return, these tasks enable them to
gain new skills from each other (Storchi, 2018). The growth of members is mutual, as often,
members organized themselves as a body to address their common problems (Mungiru & Njeru,
2015; Ledeneva, 2018). This community advantage is paramount in creating a strong and lasting
social capital. Stokvel presents two vital resources for business product marketing - firstly,
product marketing through stokvel social networks and secondly, trust factor which enhances
client retention and referrals.

Stokvel Social Network as a Resource for Marketing

As ealier mentioned, a typical stokvel system brings people together on physical platforms
to share, thus, integrating individuals in a cohesive society (Sile & Bett, 2015). This helps in
building community advantage and strong social capital - a resource pivotal for networking and
product advertisement (Kotelnikov, 2016; Nkondo, 2017; Root, 2017). It is essential, in the sense
that a member can advertise their products through such social networks during and after
meetings. In addition to this benefit, the growth of one member is a concern to others (Mungiru
& Njeru, 2015; Ledeneva, 2018), hence, it is believed that group members should not necessarily
focus on the content of the product and/or price as patronage is unconditional to those they have
symbiotic relationships with. Stokvel is built on trust and social ties (Dare & Okeya, 2017),
therefore, people will pledge support to those with common ties with hopes for returns in the
future.

Stokvel trust factor as a resource for marketing

Trust is a prime factor in a stokvel, as this is required for its smooth running (Smets, 2000;
Moses et al., 2015; Hossein, 2017; Bophela, 2018). Membership into a stokvel group is based on
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trust; in other words, all members would have undergone a background check to earn the trust.
This explains why people in a traditional stokvel group are drawn from a specific network, such
as cultural lines, working environment and/or society, while enrolment of additional members is
based on a recommendation from an existing member who can account for their misconduct
(Smets, 2000; Moses et al., 2015; Hossein, 2017; Bophela, 2018). It can then be inferred that
there exists a high level of trust amongst stokvel group members. In entrepreneurship, trust is
essential in building customer relations and loyalty for clients to cling to an enterprise, and this is
an important factor for scaling up sales capacity (CossioSilva et al., 2016; Dadzie et al., 2018;
Sfenrianto et al., 2018). Trust boosts customers’ confidence, assists in working towards a
sustained and healthy business relationship with entrepreneurs (Maina, 2012); this enables
customers to be beneficial for an enterprise (Sugiati et al., 2013). Existing customers can easily
introduce another in the event where the entrepreneur is trusted (Summers, et al., 2009; Bozas,
2011). This being the case, stokvel group’s members can easily introduce their family, friends
and other potential contacts to businesses run by members.

Enterprise start-up Scale up customer stock,

............. sales and enterprise

growth
Saying stokvel - Stokyel loan

ol R :

intiative Olia;%ng,tiigk.\lﬁl initiative Advertise product Build on gokyel trust
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FIGURE 1
SYNTHESIS OF STOKVEL AS A MODEL FOR SMALL ENTERPRISE CAPITAL
MOBILIZATION AND MARKETING IN THE RURAL AREA

Africa has an abundance of traditional initiatives to drive entrepreneurship; however,
entrepreneurs fail to fully harness their rich indigenous practices. Western ideologies whose
principles are often not conforming to the realities in the African entrepreneurial landscape have,
recently, been widely embraced. As a result, entrepreneurs, especially in rural areas struggle to
own and operate an enterprise. As outlined in Figure 1, stokvel presents an important standpoint
in entrepreneurship, specifically in capital mobilization and product marketing. Stokvels are
initiatives that can be formed by individuals to achieve goals, mostly in savings and investment
to maintain financial freedom. This paper avers that stokvel systems can contribute to enterprise
creation and business growth in rural areas of South Africa and Africa at large, if recognized and
well utilized.

Capital mobilization process was the first principal factor of stokvel identified in this
review. It was discovered that an entrepreneur can easily generate business capital either by
involving in saving stokvel initiative, rotative stokvel initiative or borrowing from an investment
stokvel system. Unlike a formal financial institution where conditions — business registration, a
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proposal, tax number, bank account, collateral - are requirements for credit access, trust is the
major requirement in traditional stokvel. This point of action makes the stokvel system easily
accessible, accommodative, flexible and convenient. Regardless of an entrepreneur’s material
profile, access to capital is virtually guaranteed in stokvel systems.

The second principal factor identified in this study that must be harnessed to accelerate
small enterprises in rural areas is the social networking opportunity stokvel present for product
marketing. In traditional stokvel settings, meetings are organized with all members, to share and
discuss important issues. It is through such meetings that an agreed premium is regularly
contributed to a pool that makes a lump sum for their projects. The meeting would usually be
held in a physical location where all members can be present, sometimes bringing family and
friends along to celebrate the occasions (Arko-Achemfuor, 2012; Thabethe et al., 2012). This
study posits that such platforms are pivotal for product advertisement since group members will
support their members with whom they have common ties rather than outsiders. Trust is a prime
factor in a stokvel, likewise a strong sense of mutual responsibility (Moodley, 2008; Mungiru &
Njeru, 2015). This can influence group members to recommend their family and friends to
support a member with hopes of similar returns in the future.

LIMITATIONS OF STOKVEL SYSTEMS

Stokvel’s stories are not without demerits. The major limitation of this means of income
mobilization is that capital cannot be raised immediately through saving stokvels for a business,
as the saving process takes up to a year or even more to mature (James, 2015; Koenane, 2019). In
the context of the rotating stokvel initiative, a balloting system is used to determine those who
should access the lump sum, meaning that access to credit is rotated (Ghebregiorgis, 2019). Even
though this approach enables the group to overcome any rift that might arise as members contest
to be on top of the list to receive the lump sum, business plans of others who come later on the
list could suffer setbacks. Hence, one member’s gain is at the detriment of another. Premiums
contributed by stokvel members are not saved in a reliable financial institution, but kept with a
member and this poses a risk of theft, loss, misappropriation of funds and/or exploitation of
members (Soyibo, 1996; Moses et al., 2015; Aliber, 2015). Typical African indigenous stokvels,
especially in rural areas are independent of government control (Matuku & Kaseke, 2014), rather
than the use of legal means of conflict resolution, social sanctions like disgrace and shaming are
traditional disciplinary measures often used by members to bring defaulters to justice (Mwangi,
2013; Mungiru & Njeru, 2015; Thomas, 2015). Such punishment can be too liberal or too harsh
to teach a lesson, especially in money-related issues (Forkuoh et al., 2015). Defaulters are
frowned upon (Thomas, 2015; van Wyk, 2017) and in rare cases where a debt agreement is
breached, non-complying debtors may be summoned through traditional leaders to redeem debts
(Mwangi, 2013; Thomas, 2015). A challenge lies in the fact that recovery of debt cannot be
guaranteed through such measures. Further, social pressure may result in anxiety and even
suicidal ideation for those failing to return loaned money (Moloi, 2011). These are some
concerns that require standardization of solutions for the effective operation of stokvels.

CONCLUSION AND RECOMMENDATIONS

Stokvels is an African indigenous informal saving and investment system embedded in its
culture. It is a long-standing model largely used by Africans to maintain financial freedom and
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build a cohesive society, especially in rural areas. The significance of stokvel to Africa’s
prosperity has attracted numerous studies on its impact on entrepreneurship, sustainable
livelihood, and poverty alleviation, economic inclusion of the marginalized and community
development. Not much, however, has been documented about stokvel as an African traditional
model for business capital mobilization and the initiative at the same time as product marketing
through its social capital, in rural areas. This review paper fills this gap left by previous research
with hopes of providing learning points for entrepreneurs in rural areas. It is of interest because
entrepreneurship support, especially access to capital and marketing challenges have been
speculated to be top challenges entrepreneurs grapple with in rural areas. Stokvel offers three key
measures for income generation. Firstly, business capital mobilization through an entrepreneur’s
involvement in saving stokvel systems; secondly, entrepreneur’s participation in rotating stokvel
initiative and thirdly, accessing easy loans with the help of a guarantor. In terms of product
marketing, stokvel’s social platforms, that is, periodic meetings in physical spaces are vital for
advertisements. Social cohesion and mutual growth are driving factors of traditional stokvel
groups; thus, patronage will be unconditional for those they have symbiotic relationships with
and hope for returns in future. Trust is a prime factor in the system. This may influence members
to recommend friends, family members and other relevant contacts to a business of their
stokvel’s participant. Stokvels success stories are not without disadvantages. A major critique
grappling with stokvel is lack of standardization, theft, misappropriation of funds and the use of
social sanctions as disciplinary measures.

* |t is therefore recommended that group members should outline norms of operation and make their stokvels
known to traditional leadership in its area.

* |t is also important that stokvels groups are motivated to register as a cooperative for legal backing and
solutions when conflicts arise.

* The government, through its post office, should scale up banking services for stokvel-related initiatives in
rural areas at a lesser cost.

* The findings of this study can inform a framework for entrepreneurship capacity-building in rural areas.

* Learning institutions, government and non-governmental entrepreneurship development bodies can use the
findings of this study to enhance entrepreneurship capacity building

* The results obtained from this review should be tested in African communities to see how they conform to
realities on the ground.
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