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round of the natonally representalive
South African Social Atudes Survey
[SASAS), conducted annusglly by the HSRC since
2003, The sample size for the 2010 round was
3 M2 individuals, aged 16 years and older, Iving
In privits Rousaholds

A module of questions on financlal Eeracy,
funded by the Financiol Services Board (FSB)
and davelopad by the OECD infemafional Nel-
work on Fnancal Education (INFE), provided
an intemational and robust measure of financial
lleracy. The OECD defines financal Weracy as
‘a aombination of awareness. knowledge, skill,
aitilude and behaviour necessary o make sound
financial decrsions and ullimately schisve mndk-
vidual financial wallbeing'.

The results caplure the waly in which South
Africans approach day-to-day money manage-
ment, planning for the future, and the choosing
ol fimancial products, together with their level of
basie financial knowledge, South Alrcs was one
af 13 calniries (o pilot this new modubs.

FINANCIAL CONTROL

Financia| control is an-aspect ol money man-
agement that includes bungeting and reocd
keeping, iogether with awareness of one's own
firzncial posibon. The survey mcluded messures
an the extent o which households shase respan-
sty for financlal matters, as well as informa-
tion aboul the respandunts’ atfitludes. and behav:
Iour lowsrds fimancial managemenl.

In terms of maxing ends mesl neary nall
(#4%) of Soulh African adults had personally
exparignoed Income shorfalls | the year price
Io interviewing. Of ihose experiencing financial
diicully, the mos! comman coping responses
ware eitner o bormow in cash or kind fom Gamsly
and friends, culling back on spending, o daoing
withaul. Olter strategies hardly leature, with only
2 nominal reliance on financial products 1o help
address daficis.

With respect to household morey managa.-

ata for this study draws from the 2010 | sonal involvemaont in household dally. money
|

managament (27% solely; 37% |ointly}, whiks
55% Indicated the pressnce ol a household
budgel. These are positive financial bahaviours,
but il ks impartant thal belng engaged in financial
decision-making and monitanng i accompanied
by pruden| atfifudes bo saving and spending. I
this respect, South Africans dispiay a broadly
favourable view of their approach o fnancial
managamenl — hay tand nol b make impulsive
purchzsas, pay bills oh time, and closaly walch
thelr pessonal finances. Howaver, fhey hold a
mor ambivaient, inoonsistent view on 'money =
here bo be spent’ (Tabla 1)

LONGER-TERM PLANNING

The exlent to which people have plans In |
place fo ensure thelr fulure finandal secunty i
anothar com Indscator of financial Meracy. Plan-
ning for the hiture incldes, making provision lor
unexpacied events, a5 well as making plans for
things ahe kngws will happan I the medium- to
long-term, such @ retirement

Wa lested several altidudes on long-term ‘
pEanning (Table 1) Firslly, 47% stated that thisy
find It more salisfying lo save for the long-lam
than spand money, with 3% giving preference
i spending. The:second statorment in Table 1
shiws that 26% of paople sgresd that they were
miare lthaly to live for today’, while the majority, at
50, disagreed with the statemant. Finally, 55%
mentioned {hat they abways or often plan finan-
tially for the long-term, compared to 22% who
raver of saidom do

With regard lo savings: behaviowr, a signifi-
canl majority used al least one type of savings
insirument in thes year prior lo mierdiewing, Pay-
ing money Into @ savings account or buliding up
& bafance of maney in & bank soooun! wire the
micist Common responses. Saving cazh gt hame |
orin one's waliel was also quite pravalent (18%) |
In lermes of emerpency furds, 59% would only ba
atde 10 sundve between aie and thres months
withoul extemal assistance I they lost thedr main

ment apd budgeting, 5% reported some par- | income gaurce
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CHOOSING FINANCIAL PRODUCTS

The ability to choose appropriate products
that meel one's needs |s also comsdered 2
tundamantal part of financlal Iteracy, including
an awareness of (he lealunes and risks assoc-
ated with diffaren| financial products, as well as
shopping Afound bafore buying products, Many
francial literacy sludies have suggestad that ca-
piabillties in this area tand to be medatively weak

Tha resulis indicate thal Soulh Afcan sduls
have 8 modarmta 1o low lovel of swamsess of
financial products (Figure 1). There was a basic
tamdliarity with only half of the 14 diffiereat finan.
cial products asxed aboul with 9% awaro of
bitri sccounts -and 668% awars of cred) cands
Baraly half the adull population had heard of in
surance policies, slokvals and private penszn
funds, and less than a third know about of re-
tail bonds, siocks and shares, and microfinance
loans

As for access o financlal saneces, 20% pos-
sessad none of the 14 products, with the most
comman finanoal product being a bank accoun|
{BE%). A relaively low proporion reporisd hold-
mg tha otfer products

KNOWLEDGE

To-make sound financal choloes, individuals
require not onfy & basic level of financial know-
‘adga, hut also the skils to apply this knowledge
in fhen firancial decisan-making, The survey ad-
ministered & shor sel of questions in the form of
it quiz. in order 10 provide an assessment of the
familiarity and proficency of Soum Afcans with
basiz fimancil concapls. The ltams tested know-
edge of concepts such as mathematical division,
imftation, interest rales and compaund intenast

The responsas al ihe national level sungest
{hat Soulh African adulls know a few basic finan-
cial concepts, bul (hal financial kn:ridadgn 15 el
especially broad-based, Only 6% ware able 1o
answer all eighl questions comeclly, whie 43%
ware able to answer hall o less of fhe gues.
tions coreclly  Knowledoe was substanially
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lower among those with limiled educabon, dis
coursged work-seakers, ase oking afior the
heoma, those sgad TO yoars and above, and poot
housaholds

Of the set of items, while most were able 1o
supply cofrect responses:qto e basic arithmetic
question (B0%) and inflabon questions (T8%:)
the proportion respending correttly decrsaned
somewhal in relation o miersst on loans (66%
correct], bul conssdarably in relafion to ssuas of
Imterest raigs on savings and compound kiemes!
[45% #nd 37% comect responses raspactivaly)
Evan tholgh there does seem 1o be 3 broad ap-
preciation of tha Tac! that Mgh-retum Invesimests
often antall high risk (73% deciading this ‘ne'),
there 8 widaspread ambivalonc aboul sk di-
versification, with only 48% believing that |t is
less Mkaly you will lose all yourmoney § you save
1t in mare than one place

AWEY o ometimas  Shoomi  Dantknow! cor
alten nevef refused CONCLUDING REMARKS

Thiz sisrvey findings represant an inlial contr-
bution 10 @ breader axertise aimaed & hammonis-
ing the measurement of financial Meracy glob-
ally. Treay also test 0 mulbdimensional approach
lo form a concepl of financial Meracy in South
Alvica thal is bassd upon asseseing individual
_ capabilies in tefation o the lolir components

Don't know! E ) ;
Neutral Disagios ki TOTAL descinisad in this article. The resulls indicate that
s South Afncans exhitel modarals 1o low lvels of

| find It more salistying lo spend mon- 10 1 a 1 100 financial liseracy on many indicators across the
% hﬂbmlhluhwm faur damains, ard thal a sizable proportion of the
|/t o e for Sochay snd let % 1 @ 1 100 population is under strain to maintzin financial
tomarmow ke u_.uul-'lidl' commiments. They aiso highight the need for
Mongy s thene ti b spent 42 18 =] 1 100 the fordticoming Naboral Stralegy on Financial
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Education o promate an impooved @wareness
of financial products and concepls in addilion to
incressing financal inclusion

Bank sccount 8 Al the same fime, there Js an assocated

Credil card ; need (o messure progress In implammntation

amd gnsure adaptable, evidance-hased poley.

Post office savings accourit. I8 To this and, the HSRC is cutrently undertaking

Policies (Sanlem, Old Mutual)
Insyrance: car, house; funeral

a comprehansive haselne assessmant of fnan-
cial literacy on behaif of the Federation o Small
Busmnessas (FER) and Nabonal Treasury. This

Slokvels will sl in Identifying nooeds, gaps and larpet
: groyps. Perodic svsluations of the cumulative
Private pension fund effect of irerventions 1o improve financial Eers-
House loan m €y &% also being planned. Itis anly by adopting
P ' it (2.9, Undt trust) such pracbites thal we can ensure (nat sudabily
lamated and adaptive policy, programmatc:and
Bark loan secured on proparty | proyech-based inberventions sene o progres-
Microfinance loan sively reafise e vision of a financially capable
cifgenry ihat is able tn make informed dacisions
Sincks and shares In the tace of risk and vilnerability ¢ «
Unsscured bank kaen
AUTHORS. Ben Ihbmu ang Jaré Siru-
Retail bonds Wi, are SASAS twdh'mn U!mr.-
Doni't know racy. Governance and Senvice Delivery
Refused ¥ on which this riics ls tesed Is avaiabie
; ” on the FSE wobsss (www fsh.co rg)
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