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In South Africa net saving is regarded as being | ow
conpared to its investnent needs. The savings ratio of
househol ds ( taken to be “savings at deposit-taking
institutions”; see J.WPrinsloo(1994): Private Sector
Saving in South Africa. South African Reserve Bank
Quarterly Bulletin, Decenber 1994, pp.25 - 35.) was
estimated at 5.15% between 1990 — 1993. This assunption on
the nature of private saving excludes savings made in
i nformal savings organisations in South Africa. It is
therefore all eged that savings exist outside the formally
nmeasur ed savi ngs of households in South Africa. The purpose
of this paper is to establish the relationship between the
banki ng sector in South Africa and the rural and urban
Bl ack community in an attenpt to investigate the fl ow of
savings fromthat community to the banking sector or to
ot her destinations. Recent criticismhas been | aunched
agai nst the banking sector for a lack of credit to the
Bl ack community. This paper will analyse the inportance of
savings flows to the formal financial sector as a
prerequisite for lending. Alack of savings flows to the




formal banking sector woul d exclude such savings fromthe
financial internediary function of the formal financial
sector and thus inhibit optimmfunctioning in that respect
fromthe formal banking sector. This paper will also
address the phenonenon of | ow savings ratios in devel opi ng
countries in conparison with savings ratios in South
Africa. It wll be inmportant to establish how the overal
Sout h African househol d savi ngs perfornmance conpares with
savi ngs rati os of househol ds in devel oping countri es.

The overal |l savings propensity of households in South
Africa nust differentiate between formal and inform
savings. This is not adequately addressed by official
statistics. The second part of the paper will then address
t he question why people save via informal savings

organi sations and thus not allow ng the formal banking
sector to performits financial internediary role
optimally. An analysis will be made of the reasons for the
extensi ve network of informal savings organisations in
South Africa. In this section the authors will reflect on

t he conparative position in other devel oping countries as a
terns of reference for the Black comunity in South Africa.
The third part of the paper will interpret questionnaires
di stributed anongst rural and urban Bl ack communities

( both in townships and informal settlenents) on the nature
and | ocation of their savings. The questionnaires wll
establish the ratio of savings to inconme, where savings is
kept/ pl aced, why savings is kept there in an attenpt to
establish the relationship between savings in the Bl ack
community and the formal banking sector. The questionnaires
will also focus on the reasons why Bl ack communities save
in informal financial organisations and thus forfeit

i nterest earnings through the formal banking sector.

Si mul t aneously the questionnaires will establish the
sources of credit utilised by the interviewees in order to
establish the credit flows between the Black community and
the formal banking sector.

Finally the paper will attenpt to address the shortcom ngs
in the current formal financial sector in South Africa in
attracting optimal savings fromthe Black community. The
authors will attenpt to analyse the allegation of a |ack of
credit to the Black community by the fornmal financial
sector on the basis of the case studi es undertaken. The
case studies will be undertaken in Munal anga (eg. Mal el ane)
Nort hern Province (eg. Bushbuckridge) and Gauteng(eg.

D epsl oot, Etwatwa, Soweto and Berea / Yeoville /

H |l brow)during May — July 2001.






