
MFSA Comments: 5 February 2014 

 

National Credit Amendment Bill 
MicroFinance South Africa 
Feedback: 5 February 2014 

 

‘The recognised Voice of Reputable  
Microfinanciers in South Africa’ 

 
Tel: +27 12 346 1081 
Fax: +27 12 346 1082 
Email: ops@mfsa.net 

Website: www.mfsa.net 

 

  



MFSA Comments: 5 February 2014 

 

MFSA wishes to thank the Honourable Committee for the opportunity to engage. 

This note serves to address some of the questions and comments made during the hearing 

in order to broaden the perspectives. 

 

Supply of Credit in the Short Term and Unsecured Market 

There can be no doubt that this market segment is highly competitive and complex. The 

players in the market ranges from the big banks, smaller banks, listed entities, smaller 

entities, employers and trade unions all who are registered with the National Credit 

Regulator (NCR) as credit providers. 

 

There is also a less formal market which operate in many ways and vary in terms of size, 

methodology, visibility, but who are not registered with the NCR or compliant with the 

National Credit Act (NCA). Pertinent in the latter grouping are ‘Mashonisas’, ‘Loan Sharks’, 

‘Skoppers’ and ‘Bakkie-lenders .This grouping is active in  Taxi ranks, at factory gates, in 

‘Shebeens’ , at SASSA pay points and  generally at grass root level in communities. 

 

The concept of “payday lending” originates from abroad and is not clear or defined within 

the South African context. This leads to confusion in debates and discussions and as such is 

not used in the common vocabulary of the formal and regulated fraternity. 

 

The market for short term and unsecured Credit has at a formal level evolved dramatically 

since the introduction of NCA and two aspects are highlighted to demonstrate the trends. 

Consumer engagement for purposes of origination happens not only in offices or face to 

face situations, but also via the Internet, telephonically and the ATM network. (Banks 

obviously being the provider of ATM loans). 

 

Collection of payments happens via the National Payment System (NPS) and in some cases 

via a "payroll deduction".  Oversight in terms of the National Payments System is done by 

the South African Reserve Bank. Payroll deductions are widely used in many sectors for the 

collection of financial products. Debates around jurisdiction and compliance requirements 
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are ongoing. Reality is that employers vary in terms of their position and active involvement 

depending on internal policy. 

 

Within the informal market typically no credit assessment is made, paperwork is often 

lacking, oversight is extremely difficult and Card and Pin numbers are retained for purposes 

of collection. This practise is illegal, but rife and far removed from the business models, risk 

assessment and practices of Credit Providers who do meet the formal compliance and 

registration requirements, specifically pertaining to the NCA, NPS and other legislation. 

 

South African Social Security Agent (SASSA) 

The discussion and examples supplied to the Honourable Committee on 4 February 2014 

with regards to SASSA cards demonstrates some of the realities and conflicting positions 

which are unresolved with regards to the broader credit domain. 

 

The retention of SASSA cards is a reality and illegal. The right to have access to credit does 

apply to recipients of social grants. The need to formalise and coordinate  not only the work 

of Government Departments, but also enforcement and Competition agencies need to be 

understood as a matter of urgency. Consumer education despite the enormity of the task 

needs to be acknowledged and actioned as a priority  

 

Rates and Fees 

One of the main objectives of the MFSA is to ensure a sustainable Microfinance Industry 

through research, advocacy and the creation and development of growth opportunities. In 

this context, the MFSA recognises that in order to maintain a sustainable microfinance 

industry, to the benefit of consumers and Credit Providers alike, Credit Providers must be 

able to financially sustain and grow their businesses. In order to do so, rates and fees, as 

prescribed by the National Credit Act (NCA) must take into consideration and reflect the real 

costs of credit provision, in order to ensure a competitive, fair and transparent industry.  

 

The MFSA recognises and hereby places on record the need to, as a matter of priority and 

based on an examination of relevant economic factors in the microfinance market, ensure a 
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determination of rates and fees which is fair, transparent and in line with the requirements 

of the NCA. The MFSA represents members who are dedicated to providing fair and 

transparent access to credit to a specific category of South African citizens in an ethical and 

legally compliant manner. It must be taken into consideration that the business of our 

members focuses entirely on the unsecured market, thus serving a segment of the financial 

industry that would not have previously qualified for finance in a manner compliant with the 

NCA and all regulations.  

 

MFSA has to formally gain clarity on how the rates and fees pertaining to both short term 

and unsecured credit were set, as well as the costs that these rates and fees are intended to 

cover. These queries are relevant to ensure a proper understanding of the requirements and 

obligations of the Credit Provider in terms of the NCA, as well as to ensure compliance by 

MFSA members.  

 

In this regard, the MFSA is of the view that any intended review process must include an 

extensive focus on the revision of rates and fees, so as to ensure that they are properly 

reflective of the real and actual costs of credit provision. Failure to do so has and will 

continue to fundamentally affect the businesses of microfinance Credit Providers, as well as 

the efficient and effective running of the credit industry as a whole.  

 

A set approach has to be developed as to keep track of market and inflationary conditions. 

This should be done on an annual basis with sufficient time for implementation, 

communication and education of consumers and Credit Providers. 

 

MFSA has a particular concern regarding some unsecured products which has found its way 

into the market. Particular reference is being made to long term unsecured products which 

are being ‘forced’ onto consumers, simply because off the financial benefit to the Credit 

Provider. The Credit Providers does not consider the long term consequences of naïve and 

unassuming consumers at the lower end of the market. This can be managed by setting and 

capping loan size and term for unsecured product(s). 
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MFSA has approached Regulators with regards to the review process of rates and fees but 

with minimal success however we have been informed that the review process will take 

place in the nearby future. If the review process has taken place, MFSA requires more 

information on how these fees were determined. MFSA has substantial submissions and we 

are more than willing to engage and share the information. 
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Rates and Fees: Per product 

The following tables illustrate the ABC per product of products ranging from a one month to 

6 month loan and also indicating the break even points per product. 

1 Month: R750 Loan 

Illustration of a R750, 1 month loan in an outlet with a capital disbursement of R130,000 per month 
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4 Month: R2000 Loan  

 

* Illustration of a R2,000, 4 month loan in an outlet with a capital disbursement of R140,000 per month 
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6 Month: R4000 Loan 

* Illustration of a R4,000, 6 month loan in an outlet with a capital disbursement of 

R160,000 per month 
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Implications of possible rate review: 

 

Implications: 
 

Unchanged Rates Decreased Rates Increased  
Rates 

Impact on Consumer 

 Choice will be 
limited 

 Prices will be 
maxed out, this is 
the current 
practice 

 Formal option 
decreases 

 Financial 
exclusion due to 
limited Credit 
Providers in rural 
areas 

 Options and 
choice will 
improve 

 Demand reward 
for good payment 
behaviour 

 Price war may 
begin 

Impact on Credit 
Provider 

 Cut Corners for 
Survival 

 Withdraw from 
market 

 Move to digital 
market 

 Smaller players 
will: 

 Close down 

 Go underground 

 Not comply or co-
operate 

 Focus on 
competitive 
offering 

 Become more 
transparent 

 Support 
education 
initiative 

 Improve the 
consumer 
experience 

Rural Access 

 Decrease; smaller 
players will 
withdraw from 
the market 

 Job losses 

 Decrease; smaller 
players will 
withdraw from 
the market 

 More dramatic 
job losses 

 Improve and 
Increase 

 Employment 
opportunity 

Loan Sharking 

 Loan Sharking will 
increase 

 Loan Sharking will 
increase 

 Rates will become 
even worse 

 Could be 
countered by 
more regulated 
market  

 Enforcement is 
Crucial 

Risk 

 More Complex 

 Lower appetite 

 Will become 
more 
unscrupulous 
towards 
consumer 

 Proper tools can 
be developed 

 


