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March 7, 2004

When we visited Mimimi the last time, we had found out much more about her business and how she earned money.  It turned out that she earned a good deal more than we had expected.  However, we weren’t sure how she managed to save her money so that they could spend it on big lump sums for Christmas and to build their house in the Eastern Cape.   We asked Mimimi about this. 

She told us that they have a very specific plan.  Her husband is paid his salary into the bank (he’s managed to get his casual job paid into the bank now, as he had in his last job).   She says that he withdraws R1000 per month and saves the rest.  This should be about R200-R300 per month. 
She says that she then takes this money that he has withdrawn and combines it with the money that she earns from the jukebox and pool table, which is another R1000.  They save this R2000 (US$ 330) per month and they then live off the money from the business.  
How do they save the R2000 if they don’t save it in the bank?  With an umgalelo, replies Mimimi.  She explained that an umgalelo is a type of a savings club, which can take on several different forms.  The two basic forms are rotating (globally know as a ROSCA – rotating savings and credit association) and accumulating (globally know as an ASCA – accumulating savings and credit association).  Mimimi belonged to one of each type.  

Her rotating umgalelo had three people.  Each person contributed R2000 per month and they took turns taking the entire “pot” of money each month.  So the R2000 she saved each month went towards this umgalelo.  Every third month she was paid out R6000.  They skipped January because everyone was away for the holidays. Her cash flows are represented in the chart below.   She expects to receive another R6000 in April and again in July and October. 
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Her other umgalelo is accumulating.  She contributes R100 per week.  The secretary of this umgalelo then takes the money to the bank.  They then pay out the accumulated amount, split amongst the members, at the end of the year.  She expects to receive about R4500 from this umgalelo in December.  The cash flows are illustrated in the chart below. 

[image: image2.wmf]Cash Flows for Mimimi's accumulating umgalelo

(Rands)

R -500

R 0

R 500

R 1,000

R 1,500

R 2,000

R 2,500

R 3,000

R 3,500

R 4,000

R 4,500

R 5,000

Every week a member contributes R100

On the final month the members split 

the accumulated funds


This explains a great deal about how Mimimi and Jonas managed to accumulate money for Christmas and for their house.  It also suggested to us that this household manages more money, more carefully than one might expect from a shack in a settlement!

