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Background

• Earlier draft to the dti refers - also ongoing and 
more recent and direct engagements with 
persons (typically LSM1-5) affected by reckless 
credit granting 

• Also CMAP experience and working with leaders 
serving affected persons in various parts of South 
Africa may be useful

• Take our views into consideration wrt the 26+ 
proposed amendments to the NCA in the B47-
2013 current version
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• The impact of the credit market on the quality of 
life of the poor has for decades �vexing and 
deeply concerning issue. 

• Impact of the lack of access to credit, and/or the 
exploitation by those with economic power on 
people who either struggle to access credit, or 
are struggling to cope with debt repayments�
phenomenal and unprecedented. 

• Hawkins et al (Feasibility Studies) on the cost, 
volume and allocation of credit in this regard 
bears testimony to its impact, especially on those 
living in LSM 1-4 – work done in 2003. 

• Their work demonstrates  � burden of interest repayments and 

administration fees disproportionately impacts on the poor in a 

negative manner.

• Many of the provisions in the National Credit Act (2005) have 

certainly contributed to a significant lessening of the risks regarding 

access to credit. However, there has been unprecedented increase 

in the provision of unsecured credit recently. 

• Dwindling opportunities for lending to the “market.” 

• Will demonstrate why the nature and type of lending, in the South 

African context, has been illegal and immoral to vulnerable and 

extremely poor persons benefiting from State social grants. 

• Our ongoing engagements with SASSA, and our intentions to 

engage the National Credit Regulator, Financial Services Board, the 

SA Reserve Bank and other public entities/regulators � led us to 

the conclusion that an urgent integrated intervention is necessary

• Pleased that many of these concerns have been addressed in 

current version of Amendment Bill – though concerned about 

enforcement capacity
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• General perspective on the proposed amendments to the 
NCA Amendment Bill 2013: 

• Generally speaking, we are broadly supporting the 26+ 
amendments, unless otherwise indicated in this 
Submission. 

• We believe that access to credit must have processes that 
are equitable, transparent and accountable between lender 
and borrower, and, if implemented correctly, can be a tool 
to improve, and not erode or retard the realization of these 
rights is a fundamental issue at stake here. 

• Our experience and conversations with communities who 
have reported challenges in this regard, visibly 
demonstrates the violation of these legal requirements, 
often done so with increasing disregard for the law, and the 
effect this has on borrowers and the households they live 
in.

• The Black Sash is of the view that, whilst some elements of 
the consumer credit policy for the country are sound, there 
remain large gaps, which the proposed amendments in the 
Bill, and claims made in the Policy Review document. We 
wish to address some of these in this Submission. 

• Also, whilst are aware that there are large gaps with the 
implementation of the legislative provisions of the NCA, 
there are also fundamental assumptions and shortcomings 
in the policy objectives that we consider to be largely 
inadequate, despite significant proposed amendments to 
tighten these gaps. 

• Support the proposed amendments made in the NCA Bill to 
tighten measures relating to debt counselors and the 
conduct of their practices as debt counselors. 
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• One of the major obstacles in payment distribution has 
been the fact that stakeholders had not, initially, agreed on 
rules and standards of engagement. 

• For example, the practice of some debt counsellors that 
take much more than guideline fees is a major concern as it 
prejudices the ordinary consumer and it is likely to affect 
negatively our efforts as the Black Sash to get subsidy for 
consultation fees from the NCR for consumers earning less 
than the set income a month. 

• Generally please with proposed legislative amendment in 
this regard – it is necessary in order to deal with the 
concerns and practical difficulties in realisation of the key 
policy objectives.

• In late October 2012, the NCR reported the current rating of unsecured 
lending to Parliament. From the minutes of the briefing by Ms Nomsa 
Motshegare, NCR Chief Executive Officer, it was revealed that “unsecured 
credit had increased by 49% year on year” and that there “had also been an 
increase of consumers with impaired credit records and in adverse listings. 
Distressed household borrowing had remained in distress. The figures came 
from TransUnion, FinScope and Bureau of Market Research (BMR). The gross 
debtors’ book sat at R1.3 trillion. Unsecured lending constituted 9.6% of this 
R1.3 trillion. 60% of the unsecured credit was targeted at R15 000 per month 
earners as per the statistics. There was also an increase in unsecured lending 
for people who earned more than R15 000”.

• We welcome the NCR’s current investigations as well as its compliance 
monitoring exercises, as well as the raids conducted on micro lenders at 
pension payout points in the Northern Cape (NC), Eastern Cape (EC), KwaZulu 
Natal (KZN) as well as North-West (NW), the arrests of a number of micro 
lenders, and the commitment to continue with raids in other provinces.

• However – whilst we know that this will take time to make a definitive dent in 
the current status quo, in particular with reference to recent developments, 
we urge that every effort be made to reduce the impact this has on the victims 
of these practices that appears to be increasing at an almost unabated rate. 

Source: www.pmg.org.za/report/20121026-deliberations-cooperatives-
amendment-bill-b17b-%E2%80%93-2012-briefing-nation
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NB to investigate other sub-classes of lending patterns and impact

Controversial/unacceptable deductions
• Work with SASSA/DSD  is urgent – since a relatively small amount of credit (in 

relation to the total market share), affects the majority of households in South 
Africa, given the income distribution profile in South Africa. We strongly urge 
that these meetings and deepening of understanding the sophisticated credit 
environment are held as soon as possible.

• Since Aug 2013 - a plethora of complaints from SASSA beneficiaries to our Black 
Sash Helpline, our partners (many of which are community advice offices across all 
nine provinces). In response to this acceleration in debit deductions, we launched 
the STOP SASSA-CPS DEBITS CAMPAIGN

• We have also engaged the Committee with our Open Letters to Government 
regarding the Campaign that have met with government officials to register the 
extent and impact of crisis facing millions of SASSA beneficiaries and their 
households – their grants have been used as collateral for loans, and from which 
increasingly, deductions are being made in unauthorised, undocumented and 
unlawful ways.

• Our meeting on 29 January 2014, at Khotso House in Johannesburg, was the start 
of a sustained campaign to demand corrective responses and actions to these 
unauthorised, undocumented and unlawful debit deductions from the bank 
account of social grant beneficiaries. 

• The gathering considered correspondence from the Minister of Social 
Development, communication with the Department of Trade and Industry, and 
direct engagements with senior staff of the National Treasury, National Credit 
Regulator and the Public Protector to carve a way forward.
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We call for the following issues pertinent to this 

Committee (directly and indirectly):

• Amendments to the Social Assistance Act to make it illegal for any debit 
deductions from the bank accounts of social assistance grant beneficiaries and 
to criminalise the use of social grants as collateral by lenders �

• Parliament amends the National Credit Act and related legislation so that 
social assistance grants are not considered as collateral for loans.

• The in-sourcing of social assistance grants back to SASSA given the endemic 
violations of service level agreements and that this is the primary 
responsibility of SASSA and the Department of Social Development, not to be 
outsourced.

• The Department of Social Development (DSD), SASSA and third party service 
providers to be held individually and jointly accountable for debit deductions 
from grant beneficiaries banking accounts.

• Moreover, with regards to ensuring that the rights of the child are protected, 
it is the duty of parents/caregivers and the State to protect this money for the 
child/children’s needs.

Direct testimonies re deductions from 

social grant beneficiaries
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Initiatives from Tshwane Metro to stop 

deductions and microloans

Summary of Recommendations:

• Most NB – SASSA grants not be seen as income/collateral for loans –
though we believe that the poor must have access to credit.

• Research data does not assist to identify and understand lending patterns 
to persons in the lower earning categories– call for work to be done.

• The Black Sash is broadly supportive of the 26+ amendments, unless 
otherwise indicated in this Submission. 

• The gaps include elements in implementation of the legislative provisions 
of the NCA, fundamental assumptions and shortcomings in the policy 
objectives despite significant proposed amendments to tighten these 
gaps. 

• Reports by, and the language of the policy review document fails to 
adequately express the toll on the social fabric of households desperate 
for credit. 
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Summary of Recommendations:

• We urge joint engagement between SASSA and related 
public entities and civil society organizations to raise public 
awareness of, and deal with the impact of some lending 
agencies, that have immorally and unfairly trapped 
households in debt. 

• We maintain that the phenomenon of economic interests 
of a few trumping and usurping the statutory rights of 
individuals to recourse and administrative justice is clearly 
illegal, unconstitutional and in our view immoral.

• Overall, our view of the current draft of the Draft Policy 
Review Framework that aims to addresses the unintended 
consequences they have identified is far from being bold 
enough to especially protect vulnerable consumers from 
predatory and extractive practices. 

Finally 

• We remain concerned about spiralling patterns of debt in poor 
communities. Our national helpline and community monitoring 
efforts revealed that extremely high interest loans are being 
aggressively offered to low-income earners and beneficiaries of 
social assistance grants – we call for this to be stopped since it is in 
violation of the Social Assistance Act  

• Often unregulated credit practices are reckless and would erode 
gains made by the state through the roll out of social assistance 
grants. “We strongly recommend that the legislation is amended to 
prohibit SASSA social assistance grants from being used as collateral 
for loans” – and relevant amendments to the National Credit Act

• Black Sash urges members of the portfolio committee to work with 
all implicated departments to ensure the effective enforcement of 
credit legislation intended to protect vulnerable consumers, and to 
bring illegal and reckless credit providers and lenders to book. 


