Financial Diaries in South Africa – Looking into the lives of the poor

December: Introduction to Jonas and Mimini of Langa, South Africa
The apartheid-era legacy has left South Africa with two economies in one, perhaps even more so than other “dual” economies.  At the one extreme, the first world part of the economy enjoys high levels of education, public services, employment and low levels of poverty.  At the other extreme, half the population has less than a primary school education, over a third of children suffer from chronic malnutrition and unemployment levels are estimated to be above 30%.
  With the needs of the third world economy ranking very high on the list of policy objectives of the South African government, understanding the financial economy of the poor has never been more crucial.

Previously, the financial system of the first world economy excluded large sections of the population, leaving the third world economy to develop its own informal forms of financial transactions.  But the dynamic changes taking place in South Africa are allowing more penetration of formal financial institutions into previously excluded sections of the population, which seems to be causing the dividing line between the informal and formal financial systems to become indistinct. We don’t know, however, the details of how these changes are reflected in different aspects of financial transactions, such as the size, the frequency and the reasons why they are used.

The Financial Diaries study seeks to answer some of these questions by establishing a comprehensive picture of the financial inflows and outflows of poor households by recording data on income, consumption, savings, lending and investment.   This is achieved by compiling a record of household transactions by means of year-long, bi-monthly interviews with a sample of poor households.  

Similar financial diaries surveys done by University of Manchester’s Institute of Development Policy Management (IDPM) in Bangladesh and India showed that cash portfolios in poor households are actively managed, with little difference in the number of methods used between households of varying wealth.  Households of varying livelihoods managed cash requirements for specific needs with specific sources with differing degrees of success.   Informal devices were used at least as much as formal devices, suggesting that existing formal institutions were not entirely meeting the needs of the poor.   Lump sums tended to be used for school fees, funerals, and other “life cycle needs”. 

Our Objective – Getting to the Core of Household Financial Management

Our objective in the financial diaries in South Africa is to develop a multi-dimensional, comprehensive set of data on household financial management that is both qualitative and quantitative.  This data set will capture financial instrument usage across different types of households and track that usage over time.  Not only will financial flows be captured but also the texture of the decisions that went with those flows – why a transaction was entered into, what was the intent behind the strategy, what is done with lump sums of money.   The depth of this data set should allow us to explore a breadth of issues relating to the use of financial devices.  Questions addressed include: 

1. Do households of different livelihoods and wealth differ in their frequency and portfolio of financial devices?

2. How do households cope with shocks?  Do they sell assets, and if so, which ones?  If they are they able to access financial devices, which ones?  What about different kinds of shocks? 

3. How “close to the bone” does household cash flow really get when a shock hits?  At what level of cash flow do households manage the shock and in what way?

4. How does the income coming into the household get managed?  Is there a difference between the allocation of “small money” versus a big lump sum?  Is it easier to save larger sums while smaller ones get spent on trivial things?

5. Is there a difference between how households manage risk in urban areas versus rural ones?  Are there added risks in an urban environment and a greater need for individual-based financial services?

6. Do households that have longer tenure status in an area draw on different financial devices than those that are in a more transitory situation? 

Choosing the Sample Areas – Is there a typical South African household?

Given the diversity of income levels, population attributes and living standards in South Africa, it would be impossible to get a true cross section of the South African population. To accommodate the use of more quantitative data, the sample is expanded from about 42 households in previous studies to 180.  Nonetheless, the sampling size is still small enough to reflect a reality that the emphasis of the study is on depth of information rather than breadth.  Therefore, certain decisions had to be made about what South African population the study would focus on.  Primarily, we are trying to determine how poor people manage their money.  The 2001 Census tells us that the majority of South African households are Black (77%) and that of those Black households, over half (59%) earn an annual household income of R9,600 or less.  Therefore, there is a sizable and important population of poor Black households on which we should concentrate.  Within this population, we decided to stratify across provinces, dwelling type and relative wealth. 

Langa, Cape Town

Langa, one of the oldest existing black township in Cape Town, was chosen for our urban site.  It is located some 11 kilometers from the center of Cape Town.  It was established in 1927 under the Urban Areas Act and was meant as an area for migrant workers. The early residents of Langa were from very different circumstances: displaced groups from Ndabeni, people from Bellville and Tygerberg and migrant workers from the Eastern Cape, but the community as a whole developed a strong sense of identity and holds an important place in history.   Langa was the origin of the 1960 Langa marches, when some 10,000 people marched to Caledon Square to protest pass laws.   Langa's long and important history meets often with the constant influx of newcomers from the Eastern Cape and other parts of South Africa. 

From the beginning, housing has always been limited in Langa.  Dormitory housing was built in the 1920s to house migrant workers.  In the 1930s, two-, three-and four roomed houses were built as married quarters - these houses form today what is known as the “location” and were considered the best of the housing stock in Langa.  The families living in this area were always considered more permanent residents, and many of those living in these houses today are descendents of the original occupants.  Between 1944 and 1948, the Old Flats, 8 four-storied blocks, were built and in the 1970s, the New Flats were built.  Between 1944 and 1957, eight hundred and fifty small row hostels were built to accommodate thirteen thousand six hundred single men, which became known as the Zones.  Some of these units have been converted to several-roomed homes, while others continue to house 2-3 families per room.  In the 1980s, as the housing market continued to be constricted, an informal settlement between Langa and the N2, known as the Joe Slovo informal area, began to develop and informal shacks between the houses in the Zones began to go up.  

The Joe Slovo Informal Settlement Area

When a visitor first arrives in Cape Town, and drives from the airport into the city center, he is struck by the beauty of Table Mountain, the well-maintained road, the seemingly first world luxury of the cars on the road beside him, as well as the shacks crowded together along the highway.   The last kilometer of this crazy jumble of shacks is the border of the Joe Slovo informal area of Langa.  The nearest row of these shacks crouches just over a narrow canal between the N2 highway and the rest of Langa.  This is where the poorest of the area live.  Beyond this, the shacks are set up in a seemingly haphazard conglomeration of tin roofs, skew wooden siding and rickety doorways.   However, life in Joe Slovo is not as haphazard as it may appear.  When we first entered the area to try to map it for our sample selection, we were quickly taken to a group of people called the Street Committee.  We had encountered Street Committees in every other area of Langa, but hadn’t dreamed that an informal settlement would have the benefit of such civic organization.   Indeed, the shacks were all numbered, there was a procedure by which people could move into the area and regular meetings were held to ensure the continued organization of the area.  

Meet Jonas and Mimimi

Our sample selection was based on a participatory wealth ranking, which means that we asked groups of neighbors which households they felt were the poorest and the wealthiest compared to others.  From this spectrum of wealth, we drew for our sample some of the poorest, some of the wealthiest and some in the middle.  It was clear from this process that the business owners were considered the wealthiest, the shabeen (township bar) owners in particular.  We nervously approached the shabeen, anticipating a rough old man with a gun in his belt.  To our surprise, however, a smiling woman greeted us with a newborn baby on her back.  It was in this first meeting that we met Mimimi and her husband Jonas, and heard the story of how they came to Joe Slovo.  

Jonas was born and grew up in Idutuywa, an area in the rural Eastern Cape.  He had come to Cape Town over 20 years ago, like so many migrant laborers, in search of work.  Since his arrival, he’s worked with various employers as a gardener and has been lucky to have more or less continuous employment since his arrival.  He was able to accumulate enough money to open a shabeen (township bar) in the Joe Slovo area about eight years ago.  For a while, this shabeen did extremely well, because it was the only place in Joe Slovo that had a jukebox.  At that time, Joe Slovo did not yet have electricity, but enterprising Jonas ran a long extension cord from a nearby zone that did have electricity and was able to run his jukebox.  However, despite this initial success, the shabeen started to slide when Jonas’ former girlfriend was tending bar.  Unfortunately, she also tended to drink all the stock and soon Jonas was out of business.  

It was then that he met Mimimi, a sharp-eyed regal woman, in 1999 and they married in a traditional ceremony after a six-month whirlwind romance.  Mimimi had come from her village outside Queenstown, also in the rural Eastern Cape, to work in Cape Town in 1998.   She managed to find a series of casual jobs but by the time she met Jonas, she was unemployed.   Before they met, they were both living in hostel situations, where the living conditions are very crowded.  They moved to Joe Slovo to live in a place with more space and to work on the business that Jonas had there.  

By the time they were married, Jonas had recovered from the failure of his shabeen and had opened a small spaza shop on his plot in Joe Slovo.   Little did he know that the arrival of his wife Mimimi would bring an additional business prowess to the family.  Her brother, it turns out, runs a shabeen in another part of Langa, and she used to help out, gathering an understanding of how to run a successful business along the way.  When she moved to Joe Slovo, she saw that the spaza shop was being badly run.  As Jonas was at work all day, he had hired someone to run the shop for him.  This person was managing the inventory and cash very badly – often the stock ran out and there was nothing to sell for days.  She persuaded Jonas to close the shop and concentrate on setting up another shabeen.   And she would run it for him.   

Jonas and Mimimi live in the same shack that the shabeen operates out of.  As far as shacks go, this one is a mansion.  It has four big rooms.  Two rooms are for the customers and have lots of seating space, a pool table and a jukebox.  The other two rooms are a kitchen with a fridge and a stove and a bedroom.  Mimimi serves the customers from the bedroom, behind a grill.  She seems relatively unconcerned when I ask about rowdy customers and the danger of working a shabeen.  Thus far, the shabeen seems to have done well under her management.  While Jonas went to work, she managed the shabeen business during the weekend.  It was working this way that they managed in the first year of marriage to pay the first lobola installment of R6,500, which was paid in November 2001.   They saved together, putting the money in the bank account that Mimimi suggested they open.   

And thus began our year-long relationship with this complex and dynamic couple.  As we packed up our pencils and notebooks, we made plans to see them in the new year.  They were getting ready to join the rest of Langa in the annual exodus to the Eastern Cape for December holidays.   Already we had found many contradictions to our expectations and wondered what more we would find upon their return. 
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