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As can be expected, the small business sector was
regarded as the great hope for increasing and redistributing
wealth among the previously disadvantaged people of
South Africa in the post-1994 era. The White Paper
outlining policies to promote the growth and development
of SMMEs was promulgated as early as March 1995, a
mere eleven months after the first democratic elections
in April 1994. Such speed in instating a policy framework
needed to be matched with institutions and programmes
to support the development of the sector.

In general, South Africa has comprehensive policies
and a broad set of institutions to match.  While there are
constitutional provisions to promote women, this has
not been concretely translated in the way of specific
MSME policy support for women. Policy and programmes
need to be driven by an understanding of needs in terms
of size of enterprises, race and gender of the owner,
sector or industry in which the enterprise operates. South
Africa has a suitably prudent set of regulations for the
financial sector. The publication of the Dedicated Banks
and Co-operative Banks Bills17 are to be hailed though
they need to be assessed in relation to progress in the
private sector and the progress of micro finance NGOs
towards achieving bank status. While a few private
retailers moving into savings and credit may promote
competition thereby providing more efficient services
for consumers, the development finance needs of
enterprises are still not being sufficiently served.

The private sector has instated the Financial Sector
Charter of 2003 to promote lending, access and BEE in
the sector. The key areas where targets for change are
set are for broader ownership, appointment of black
people in management, procurement from black owned
(or parts thereof) enterprises and lending to black owned

SMEs. However, the only targets that specifically mention
women are in the areas of appointments to management
in banks, and these are rather modest. This does not
bode well for women owned enterprises that need SME
finance and for women’s inclusion in ownership, enterprise
development and procurement by banks.

3.2 The White Paper on National 
Strategy for the Development and 
Promotion of Small Business in 
South Africa and Related Outcomes

3.2.1 The Objectives of the White Paper
The promotion of enterprise development has been

a clear priority of the democratic government since it
assumed power in 1994. In March 1995 the White Paper
on the promotion of small businesses in South Africa
was promulgated in parliament. The White Paper has
formed the basis for government-inspired SME
development ever since.

The primary objective of the White Paper was to
create an enabling environment for small businesses
within the context of a modernising economy and
increasing international competition, and to:
• Facilitate greater equalisation of income, wealth and

economic opportunities;
• Create long-term jobs;
• Stimulate economic growth;
• Strengthen the cohesion between small enterprises;
• Level the playing fields between bigger and small business.

Commencing with an analysis of the neglect and the
needs created by the past, the programmatic goals of
the strategy articulated in the paper are to:

3.1 Introduction

he aim of this section is to cover the broad policy and institutional framework

in place to support business development and development of the financial sector

converging towards issues affecting access to finance for women. In the first part we

review the policies that have been instated in support of small, medium and micro

enterprise development in South Africa since the advent of democracy in 1994. We

then examine the institutional infrastructure that was inherited and new institutions that

were created post-1994, and the legislation that regulates the financial sector and

promotes financial sector development.



THE MACRO FRAMEWORK 27

• Improve access to finance;
• Expand access to business information and advice;
• Strengthen access to training;
• Improve business infrastructure;
• Improve access to markets and public procurement

for Small, Medium and Micro Enterprises (SMMEs); and
• Expand the capacity of business organisations to

support member SMMEs.
The strategy differentiates SMMEs based on the

constraints they face, placing particular emphasis on
addressing those constraints faced by SMMEs initiated,
owned and controlled by previously disadvantaged black
South Africans – with particular reference to women,
including those in remote rural areas, the disabled, elderly
people and youth. It is recognised that the historical
patterns imposed by apartheid led to the majority of
South African women being forced to remain in rural
and homeland areas, dependent on family remittances.
As these dwindled due to urban unemployment in the
1980s, informal entrepreneurial activity by women began
to rise, as is illustrated in Chapter 2 of this study.

The strategy acknowledges that the problems faced
by SMMEs differ according to their level of development,
and that strategies designed would need to address the
needs of each category or sector, coupled with restructuring
of the institutional framework for small business support
to reflect institutional diversity. There is also a need for
plans to implement policy at the provincial level while
also promoting co-operation and coordination at all levels.

There is broad acknowledgement in the Paper of the
need to increase access to finance in general, in particular
for women and other disadvantaged groups. One
mechanism mentioned was to address this by strengthening
the link between small enterprises and financial institutions.
Tax incentives are also suggested to help overcome the
gender bias against women owned enterprises. Special
attention is given to the planning of infrastructure to
address the needs of women entrepreneurs, i.e. a flexible
approach towards home-based enterprises, provision of
crèche facilities, etc.

The White Paper provides for the creation of the
National Small Business Council, a multi-layered national
consultative forum to work with the dti on designing a
framework for small business support. Although the
NSBC was created, it was somewhat short-lived and had
closed its doors by 1997. The provision for a national
consultative body remains a policy provision, although
there have not been any known attempts to resurrect or
recreate one since the demise of the initial structures.

In addition to the NSBC, the White Paper provided
for a broader infrastructure, the flagship of which was to
be the Small Business Development Agency (SBDA). This
agency, which was intended to be independent though
closely linked to the dti, was tasked with a range of
functions with concomitant divisions to address these.

One of the most important of the institutional provisions
was the Local Service Centre (LSC) programme. Based
on international experience, which had shown the need
for proximity to enterprise activity, the White Paper
provided for a national network of local centres. The LSC
programme was to be a key vehicle for programme
distribution and was intended to be a fairly dense national
grid. While information and advice are mentioned among
other services that LSCs were designed to provide, their
overall function can be characterised as catalysts for
integration of small enterprises into the mainstream of
local economies. To some extent this thinking was a
precursor to later policy, which provided for the role of
local government in local economic development.

Another important provision in the White Paper was
recognition of the importance of evaluation of services
and information for and about the small business sector.
The dti was to take responsibility for the evaluation of
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services provided to the SMME sector. “At the end of
each financial year the dti will conduct a detailed
evaluation of 20% of the organisations who receive
support from the public sector.

The organisations will be randomly selected. The
evaluation will be conducted by the dti itself or by an
appointed agency.”18 The dti was to share the responsibility
with the SBDA for generating accurate and regularly
updated profiles of the sector.

In retrospect, the White Paper was a well thought
out, informed document albeit ambitious in the light of
available capacity to implement its provisions. If the
provisions for targeted assistance to women and other
marginalised groups had even been met half way, we
would have been a considerable way ahead than we are
at present. In fact, too many of the White Paper’s
provisions have not been implemented, to the detriment
of the SME sector, including women.

3.2.2 The National Small Business
Act, 1996

Following from the provisions of the White Paper,
the National Small Business Act was passed in 1996,
legitimising the creation of implementing agencies such
as Ntsika Enterprise Promotion Agency and the now
defunct National Small Business Council (NSBC), to play

a facilitative role in the provision of non-financial services
and to represent and promote the interests of small
business respectively.

3.2.3 Ntsika Enterprise Promotion Agency
As enacted above, Ntsika Enterprise Promotion Agency

was created in 1996 to provide business development
services to SMMEs in the country. Ntsika operated through
five major divisions:
• The Local Business Service Centre Programme

(LBSCs)
• Targeted Assistance for Women, Youth, the

Disabled and Rural People
• Entrepreneurial Education
• Public and Private Sector Procurement, and
• Research and Innovation

Ntsika was unfortunately dogged by
a series of leadership crises from its early
years as a result of which programme
implementation suffered. There were,
however, a number of LBSCs around
the country which were accredited.
Of these, about 50 still survive
and do make attempts at
providing services. Further
causes of Ntsika’s lack of

18 The White Paper, page 26.
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effectiveness are ascribed within the market to:
• Programmes not being demand driven (i.e. not informed

by the needs of businesses);
• No prioritisation of programmes across sectors leading

to a lack of focus;
• No separation of programmes across the wide ranging

small, medium and micro enterprise spectrum; and
• No attention to choices of products offered to businesses.

Ntsika was absorbed into SEDA (see below) following
the repeal of the provisions for its existence in the
National Small Business Amendment Act of 2004.

3.2.4 National Small Business Amendment
Act, 2004 (NSBAA)

The National Small Business Amendment Act was
passed in 2004 to amend the National Small Business
Act of 1996. The amendment repeals all provisions
pertaining to Ntsika Enterprise Promotion Agency. The
Act also provides for the establishment of a new agency
while providing for the incorporation of Ntsika Enterprise
Promotion Agency, the National Manufacturing Advisory
Centre (NAMAC) and any other designated institution

into the new agency – the Small Enterprise Development
Agency (SEDA).

According to the amendment, SEDA’s role is to:
• Design and implement a standard development

support programme;
• Promote a service delivery network that increases the

contribution of small enterprises to the South African
economy; and

• Strengthen the capacity of
(a) Service providers to support small enterprise; and
(b) Small enterprises to compete successfully
domestically and internationally.
(NSBAA, 2004).
Among the other broad functions, provided for by

this amendment, SEDA’s role is to facilitate an environment
conducive for small enterprise development by designing
and implementing programmes that allow enterprises to
access non-financial resources, capacity building services,
products and services and access to international and
national markets. SEDA should also provide advice and
information and facilitate and co-ordinate research relating
to small enterprise support programmes.

19 These include services such as information packages, export training, tender advice, sector development programmes, franchise information, small enterprise
and human development and network development programmes.

3.2.5 Small Enterprise Development Agency – SEDA
Following the introduction of the National Small Business Amendment Act in 2004, all the national government
services and agencies previously providing non-financial support to SMMEs have now been incorporated into a
newly formed Small Enterprise Development Agency (SEDA), with the intention of consolidating all disparate
business support programmes offered to enterprises through government agencies. SEDA has committed to deliver
a set of streamlined programmes for the benefit of the enterprise sector, which we identified as a total of twenty
programme areas.19 This is an ambitious agenda and one intended to overcome the shortcomings of past efforts.
Two key tenets of the new approach is the establishment of a network of 240 SEDA centres around the country
and a focus on micro and small enterprises. From the national office down, there will be nine provincial offices,
cascading to 54 branches followed by the 240 centres. In addition, there is a new focus on micro and small
enterprise through which smaller enterprises will receive 80% of the agency’s support and 20% will be devoted
to medium or enterprises on the larger end of small.

A further innovation is the establishment of an IDP and LED (Local Economic Development) programme. Each
local metro is obliged to have an Integrated Development Plan (IDP) to develop the local economy. Most LED
strategies are focused on infrastructure development and the new SEDA programme is designed to link the LED
strategies to dominant or high potential sectors in the local economy. Currently programmes are being developed
with 8 district councils.

The resources to implement SEDA’s programmes have also increased. Whereas the MACs and Ntsika had a
joint budget of R130m annually, SEDA has started at R750m per annum.

Senior managers at SEDA acknowledge that the single biggest challenge for the agency is to build capacity
on the ground. This implies capacitating agencies across a wide spectrum. On the one hand the planned business
centre network staff will need to be trained with accredited courses and at the other end, district council officials
will need to be trained in understanding and stimulating sectoral development. Given that courses still need to
be developed at many levels, a major set of challenges indeed.

SEDA’s offices were established in the last quarter of 2005 and a few offices have been opened in some of
the provinces. The time span has been too short for any reports or evaluations.
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PRODUCT RANGE: KHULA ENTERPRISE FINANCE

Product Category Range of Products in Category

Credit Guarantee Schemes Individual Guarantees
Institutional Guarantees
Portfolio Guarantees

Loans Loans to Retail Financiers
Khula Equity Fund
Khula Start
Land Reform Empowerment Facility

Joint Venture Funds Anglo-Khula Mining Funds
Khula-Shoprite
Enablis-Khula Fund

Thuso Mentorship Programme Mentorship to Clients with Bank Loans and a Guarantee
from Khula

 The intention of this range of financial options is to
ensure availability of finance for enterprises across the
spectrum, hence guarantees for businesses that do not
qualify for bank loans, loans to retail financial
intermediaries who would on-lend to very small and
micro enterprises, and the Khula Start programme to
build enterprise lending in rural areas. Clearly the Joint
Venture Funds and special mechanisms, such as the Land
Reform Empowerment Facility, are intended to finance
higher value ventures.

While the Khula Annual Report 2005 reported a 40%
increase in the value of disbursements to small and
medium enterprises (SMEs) for the year, which totalled
R280 million, this has not been the case in earlier years.
The number of beneficiaries increased by 21% to 110,000
during the same period. This performance is set against
the backdrop of a four-year period, which saw a flattening
in the level of disbursements driven primarily by a
stagnation of its Credit Guarantee product due primarily
to weak uptake by retail finance institutions who found
managing the scheme cumbersome and bureaucratic.20

A more active business development approach by the
management and an improved SME lending environment

have contributed to higher performance with disbursements
under the credit guarantee scheme increasing by 30% in
value to R130 million for the year.

Although Khula’s substantial increase in provision of
guarantees is good news, we have to consider the benefits
of this for women entrepreneurs in the country. The
Khula Annual Report (2005) reports a disbursement rate
for its Guarantee scheme of 49% to women-owned
businesses in 2005, which is commendable. Motsa (2004)
showed that Khula was disbursing to 22 Micro Credit
Outlets (MCOs), which served 16,000 black female clients
in 2001. By 2002-3 the number of MCOs had, however,
been reduced to 17. As the MCOs show relatively small
client bases,21 we can safely assume little progress towards
sustainability and also assume limited outreach. The
number of retail lenders had reduced from 32 in 1996
to 11 by April 2004.22 This implies that in micro finance,
where the majority of borrowers are female, women may
not have fared as well.

With the advent of the SAMAF (South African Micro
finance Apex Fund), Khula will no longer focus on the
markets serviced by the MFIs and MCOs. This has now
become the role of the Apex fund. This separation should

20 Absa Bank has used the Khula scheme more extensively than any of the other commercial banks.
21 See in Chapter 4 in the Institutional Survey, Micro Finance institutions.
22 Motsa, (2004).

3.2.6 Khula Enterprise Finance
While the White Paper made provision for a single national agency to provide financial and business support
services to SMMEs, in practice two agencies were established. We have described the fate of Ntsika and its
incorporation into SEDA. Khula Enterprise Finance was established in 1996 as part of the dti’s efforts to increase
access to finance for SMMEs as provided for in the White Paper. The product range offered by Khula has evolved
since its inception to include the following:



THE MACRO FRAMEWORK 31

promote specialisation in micro and small enterprise
finance, products and institutions on the one hand and
in small and medium enterprise finance on the other.
Spreading accountability should also simplify the dti’s
role of monitoring progress.

It would appear that the transition from Khula to
SAMAF has not been executed to completion as yet.
SAMAF has received its funding though its systems are
not in place as yet. Khula’s systems are thus being used
for transfers and repayments from MFIs. This appears to
be a short-term technical arrangement and the decisions
and formal linkages are between SAMAF and the MCOs
and MFIs.

3.2.7 South African Micro Finance Apex
Fund (SAMAF)

Wholesaling funds for micro finance has now become
the role of SAMAF, which seeks to increase access to

micro credit services and participation of the very poor,
particularly women in rural areas, thus hoping to reduce
the level of household poverty. This represents a significant
break from previous policy provisions. The use of micro
finance as a tool for poverty reduction is a relatively new
advent in South Africa. As we will see below, special
products have been designated for the purpose in SAMAF.

According to its Operating Framework, SAMAF will
work through partner organisations by providing them
with funds for on-lending to the poor and institutional
capacity building. Consequently, the current portfolio of
Khula micro credit outlets will be transferred to SAMAF
and forms the initial foundation for this new initiative. To
date, it is still unclear when the funds from SAMAF will be
forthcoming to assist micro credit organisations to continue
to provide micro finance to the rural poor communities.

The inception document of the Apex outlines its
objective as focused on increasing the capacity of the
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poor to access finance as well as to commence the
mobilisation of savings. “It is estimated that by the year
2007, the growth in micro credit and savings mobilisation
as well as the incomes of the poor clients will increase
by at least 10% compared to the situation before project
implementation.”23 This it will achieve by providing the
economically active poor with access to credit and savings
at affordable interest rates (between 1 and 2.5 percent
below prime) for various loan products. The introduction
of savings as a product is an innovation, desirable yet
still untested in micro finance in South Africa. It is often
through savings that poor households build assets and
safety nets which enable them to reduce risk.

As an intermediary working through partner
organisations (MCOs and MFIs), the Apex will provide
financial services to their target markets through:
(a) The Poverty Alleviation Fund – allowing MFIs to on-

lend to very poor households at a maximum effective
interest rate not exceeding 65% per annum, and

b) Micro Credit Fund aimed at economically active
clients, with a maximum effective interest rate charge
to clients at no more than 99% per annum.
Although SAMAF will favour no particular lending

approach, both individual and group lending methods
will be accommodated in order to encourage product
innovation based on the needs of the clients. The focus
will be on building MFIs in areas not currently covered.
Poverty targeting tools will be enforced for MFIs advancing
credit through the Poverty Alleviation Fund to ensure
that such funds are focused on those who may not access
funding elsewhere.

The Apex has also undertaken to provide capacity
building to partner organisations. Its capacity building
grants will be offered at four levels:
• Institutional – covering the costs of equipment and

development of policies and procedures;
• Human resources – covering the board and staff

development costs;
• Client development – supporting development of

client businesses and increasing their access to markets;
• Pioneer grants – covering costs of new product

development and market testing.
In its criteria for selecting partner organisations, the

Apex will use internationally accepted benchmarks. There
is a concern, however, about the scarcity of efficient
MFIs in South Africa. As in the case of Khula, the
expectation of the Apex is that MFIs will be registered
with governance structures and offices before they make
funding applications. This appears to overlook the issue
of where non-profit organisations are likely to source

funds for establishment. The trend in South Africa is for
donor groups to avoid funding programmes where major
state supported programmes exist.

In the case of new MFIs, as mentioned above, their
proposals will be assessed by the Apex and they will be
provided with capacity support and funds to on-lend
provided no other MFI operates in the locality where
they plan to practise.

The founding documents of the Apex show the
awareness of the necessity for systems and processes
within MFIs and itself. There is also acknowledgement of
the need for an enabling regulatory environment. Against
this background two key issues arise. Firstly, is a second
apex the answer to resolve the problems facing South
Africa’s shrinking micro enterprise finance sector? Secondly,
the question of an appropriate regulatory environment
for growing access to finance needs to be addressed.

Prior to the advent of democracy in South Africa,
apexes were considered sound channels for funding to
micro financiers. A group of influential international
agencies held discussions and policy workshops to
persuade the government-in-waiting to adopt this policy
option. This was premised on the efficiency of all donors
and government operating via a single source and the
ability to set and maintain common standards for the
receipt of grant and loan funds. By the late 1990s,
however, a number of studies were conducted24 showing
that in fact, apexes did not meet the high expectations
of donors.

The research found that the micro finance sector needs
to be fairly well developed for apexes to function better.
Secondly all the research found that concentration of funds
(especially if part or all of it is from government) can lend
itself to political interference which does not bode well
for setting or maintaining high performance standards.
A key related point, which has probably been the case
in South Africa, is that concentration of funds can become
a barrier to innovation, which is a critical factor in building
the required diversity of products in the sector. Gonzalez-
Vega also points out that the existence of a single funder
can build complacency in the MFIs by simplifying reporting
requirements and not building the capacity to deal with
and learn about different reporting requirements.

Another issue, which arises in more than one of the
studies, is the need for high levels of competence and
understanding of micro finance best practices in the
Apex. If the Apex does not have the required capacity
levels and systems and controls, the domino effects of
this can be highly detrimental for the entire sector in a
country. A further question which is related is whether

23 Operating Framework, SAMAF, 2004.
24 Notably Gonzales-Vega (1998), Pennel (1999) and Levy (2000).
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a single institution can be effective as a lender and
capacity builder, i.e. the roles implied in being a lender
and capacity building do conflict at some levels. While
both functions are necessary, we do have ask whether
it is appropriate to house them in the same institution.
The roles also require different areas of specialisation.

A further issue relates to the ultimate goal of micro
finance (in addition to serving the poor), which is the
integration of MFIs into the formal financial sector and
thereby into money markets. The presence of an apex
may not create the requisite skills, thereby hindering
MFIs from entering money markets, constraining the
integration of MFIs into the formal financial sector.

These are but a few of an array of factors which the
new and old apexes in South Africa will have to bear
in mind to avoid the pitfalls of past experiences here
and elsewhere.

There are some thinkers who believe that the ideal
form of financial intermediation is to take savings and
then use this as capital to on-lend. With the exception
of small private groups, the requirement in South Africa
is to become a registered bank to take savings from the
public. Given the fragility of most poor households and
the potential for systemic risk, mobilisation of savings
is a privilege which should not be handed out too freely.
Yet the poor need access to efficient and safe savings
facilities. The new apex SAMAF has recognised this and
does promote savings as a product. There are, however,
questions about how this will be regulated. The regulation
of financial institutions will be discussed futher on.

3.3 Other State-funded Development 
Finance Institutions

In addition to Khula Enterprise Finance and SAMAF,
there is a range of other development finance institutions
funded by the South African government and from which
women entrepreneurs may seek development finance.
Some of these are funded by the national government
and there are a number of provincial development finance
corporations. These are mentioned briefly below, with
an analysis of some of their offerings and relevance to
women entrepreneurs provided in the following chapter:

3.3.1 Industrial Development 
Corporation (IDC)

The IDC is one of the oldest DFIs in the country,
having been established in 1940 to promote economic
growth and industrial development. With this long history
it is now self-funded, having total assets in excess of R37
billion. The corporation has the mandate to extend its

services beyond the borders of South Africa into the rest
of the continent.

The immediate objectives of the corporation are to
create employment, develop black SMEs and to accelerate
BEE. The strategies to realise its objectives are by provision
of risk capital, promotion of entrepreneurship within the
diverse African environment and establishing local and
global involvement in its projects.

3.3.2 National Empowerment Fund (NEF)
This fund was established in 1998 to facilitate and
promote equality and transformation. Its mission is to
be a catalyst of broad based BEE in South Africa. It
offers a range of products and services from loans called
the Generator for start-up businesses, to an Accelerator
for growing established businesses, and a Transformer
to change ownership and control. There are also funds
for rural and community development, capital markets,
and strategic projects.

3.3.3 Umsobomvu Youth Fund (UYF)
UYF was established by the Department of Labour

in 2001 to promote job creation and skills development
among young South Africans between the ages of 18
and 35. Its strategy is built around four areas:
• Design and creation of job creation through enterprise

development;
• Outsourcing the implementation of these programmes

to service providers;
• Supporting existing youth initiatives;
• Supporting capacity building for service providers.

The Fund works on voucher programmes through a
range of service providers around the country, enabling
young people to write business plans and gain access
to further resources for their businesses. UYF also provides
a range of loans through intermediaries and is a lender
itself.

3.3.4 Provincial Development Corporations
This group of institutions has a mixed history. Some

of them have their roots in homeland development
corporations, which were established to promote economic
development in the homelands under apartheid. Examples
of such agencies which have since transformed to promote
the policies of the post-1994 government are Ithala,
Limdev, Mpumalanga Economic Empowerment
Corporation and the Eastern Cape Development
Corporation (ECDC).
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In other cases, provincial governments have established
entirely new agencies, such as the Gauteng government
which has established the Gauteng Economic Development
Agency (GEDA) and the Gauteng Enterprise Propeller
(GEP).

The range of products provided by the provincial
development corporations is fairly extensive and they
sometimes provide business and infrastructure finance.
Ithala lends for building, plant and equipment, working
capital, agriculture, micro finance and for co-operatives.
One innovation, which seems to have been done only
by Ithala is the establishment of a network of savings
banks through rural KwaZulu-Natal. This creates a source
of capital as well serving the needs of small savers. This
is somewhat unusual, as most of the others focus on
business lending.

3.4 Regulation of the Financial Sector
South Africa has two layers of regulation with respect

to the financial sector. The first, or lower, layer regulates
credit transactions in the private sector and among
development finance institutions. This layer is overseen
by the Department of Trade and Industry. The next layer
is the regulation of banks, which is effected by the
Reserve Bank of South Africa. Other types of financial
institutions, which include insurers, intermediaries,
retirement funds, friendly societies, unit trust schemes,
management companies and financial markets, are

regulated by the Financial Services Board. As these issues
do not impact directly on financial services for women
in business, they will not be discussed here.
We commence our review of financial sector regulation
with the Usury Act and its exemptions.

3.4.1 The Usury Act, 1968 and the Usury
Act Exemption notice, 1999

Prior to 1994, the Usury Act exemption was enacted
to enable cost recovery among lenders to increase
access to credit to the lower end of the micro credit
market. The exemption on interest rates applied
to loans of R6,000 or less. This meant that lenders
who offered credit up to R6,000 could charge
an interest rate which would enable them
to recover costs and be profitable. However,
this did not result in the anticipated
increase or access to funds for the
advancement of the poor, but in the
boom of a money lending industry,
which overwhelmingly provides
short-term consumption credit in
an unregulated and sometimes
reckless manner.

To address the concurrent
goals of providing credit for
economic advancement and
protecting the consumer, the
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Department of Trade and Industry introduced a regulatory
framework for the micro lending industry.  In 1999, the
government approved the proposals to increase the
Usury Act ceiling and introduced regulation of the industry.
Regulation would increase consumer protection from
unscrupulous money lenders and at the same time
increase access to finance to the ‘unbanked’ by creating
an enabling environment for the financial sector to extend
services to this market segment.

The exemption notice provided for the loan limit to
be increased to R10,000, basic rules for money lenders
and organisations wishing to operate within the Exemption
notice, an initial interest rate cap and the creation of the
Micro Finance Regulatory Council (MFRC).

Under the provision of the Usury Act Exemption
notice, micro-lenders, including development finance
institutions, may be exempted and allowed to charge
more than the maximum interest rates stipulated by the
Usury Act provided they adhere to the following conditions:
• They are registered with the MFRC and comply with

the Exemption Notice to the Usury Act, which governs
the affairs of micro-lenders.

• Lenders are not allowed to structure a loan or loans
in such a way that a borrower is lent more than
R10,000 so that the lender can charge interest rates
higher than the Usury Act maximums.

• The repayment period does not exceed 36 months.
• The loan agreement is made and confirmed in writing

and contains all the terms and conditions under which
the loan is granted.

• Borrowers must be given a copy of the loan agreement.
The initial cap on interest rates was challenged in

court and had to be removed. The purpose of the MFRC
is therefore, to supervise the operations of those institutions
lending under its unrestricted interest rate window in
order to enable more effective consumer protection.
Micro lenders who wish to avail themselves of the benefits
of the Usury Act Exemption, are required to register with
the MFRC and are expected to comply with the rules as
set out by the MFRC and the Exemption Notice.

One of the outcomes of the advent of the MFRC is
dissatisfaction with the levels of protection offered to
consumers of credit. In order to bring a range of other
providers of credit into the ambit of a regulator, the
National Credit Act was introduced.

The recent passing of the National Credit Act (see
below) involved the removal of the Usury Act and its
exemption. The Credit Act provides for a transitional phasing
in of its provisions such as the re-registration of lenders.

3.4.2 The National Credit Act, 2005
The National Credit Act (NCA) seeks to promote and

advance the social and economic welfare of South Africans,
promote a fair, transparent and competitive credit market,
and a sustainable credit industry.25

The NCA replaces the current disparate credit laws for
different personal credit markets such as micro lending,
retail and hire purchases. It is aimed at eliminating unfair
and deceptive lending practices by making provisions for
disbursement of credit, which encompasses debt relief
mechanisms, standard marketing disclosure practices,
regulation of credit reporting and consumer credit education.

The Act applies to all credit agreements other than an
insurance policy or lease of real estate property, and includes
credit facilities, credit transactions, and credit guarantees.

The Act also makes provision for the creation of the
National Consumer Credit Council (NCCC), chaired by the
Minister of Finance, with executive members in all provinces.
The Council is responsible for policy, legislation and
regulation – setting out norms and standards for the industry.

Registration with the independent National Credit
Regulator will become mandatory for anyone wishing
to provide credit facilities and debt counselling. The
regulator will also be responsible for creating public
awareness through consumer credit education
programmes, as well as conducting research and
development of the consumer credit industry. A national
register of credit agreements, which will become the
single national register of all outstanding credit agreements
based on information provided by lenders, will also be
established under the auspices of the Regulator. Lenders
are also required to update the register on termination
or satisfaction of a credit agreement with the borrower.
Credit agreements will be regulated in provincial and
national spheres.

The establishment of the Consumer Tribunal is also
provided for in the Act. The Tribunal will adjudicate on
issues relating to the contravention of this act.

The Act makes no specific reference to women or
small, micro and medium enterprises. All the provisions
of this Act apply to credit agreements as explained above,
and give powers to the Minister to establish or determine
maximums for rates and fees for different categories of
credit agreements. Although the Act deals extensively
with access to the fair provision of consumer credit; due
to the fungibility of money, the provisions of this Act
may play a part in ensuring that women are informed
about their rights, that they get a fair deal and it may

25 NCA, 2005.
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open channels for women entrepreneurs to access the
much needed financial resources for their enterprises.

3.4.3 The Banks Act, 1990 and the Banks
Act Amendment, 2002

The Banks Act regulates institutions taking deposits
from the public and provides for the rules governing
their operation and supervision thereof.

The Banks Act Amendment, 2002 made provisions
to abolish gender insensitive provisions that continued
to regard women as contractual minors, and among other
provisions, afford the Registrar certain powers to
adequately address breaches and to increase the fines
and penalties provided for non-compliance and
contraventions of the Act.

3.4.4 The Dedicated Banks Bill, 2004
The introduction of the Dedicated Banks Bill came

about following the NEDLAC agreements during the
Financial Sector Summit in 2002. In a bid to implement
these agreements, and in relation to providing access to
basic financial services, a policy paper on the Dedicated
Banks Bill was produced, giving effect to the publication
of the Dedicated Banks Bill in 2004. The object of the
Bill is to make provision for the creation of Dedicated
Banks (also known as third-tier banks) to provide savings
and loans and other related services to the public in
areas where such services have not been readily available.

The Bill makes it possible for companies who wish
to enter the banking system as Savings or Savings and
Loans Banks to obtain a licence to do so. The Bill creates
the opportunity for companies such as large retail outlets
and existing banks to expand basic banking services. By
lowering the entry requirements currently prescribed
under the Banks Act of 1990, the Act seeks to provide
an environment for the financial sector to increase the
scale and outreach of financial services provided to a
broader community. It is still too early to assess the
success of the Act in multiplying access of financial
services to unbanked populations.

Regulation and procedures of conducting business
as a Dedicated Bank is similar to that of banks as provided
for by the Banks Act. No one may acquire more than 15
percent of the total shares of a Dedicated Bank unless
with permission from the Registrar, taking into
consideration the interests of the public.

With respect to conversion, only a savings bank may
convert to a savings and loans bank, and not the other

way round as this would imply a failing bank, which
should not be allowed in the banking system as any
kind of bank (Dedicated Banks Bill: Memorandum of
Objectives, 2004).

3.4.5 The Co-operative Banks Bill 2004
The need to reform the financial services sector in

South Africa to ensure broader access to basic financial
services formed the basis for the introduction of the Co-
operatives Bank Bill.

The Act makes provision for the establishment of co-
operative banks and for the regulation and development
of existing community banks, by fostering an enabling
environment for co-operative banks to be integrated into
the formal banking system either as Savings or Savings
and Loans Co-operative Banks. Licensing will afford
depositors with Co-operative Banks the same level of
safety and protection as enjoyed by depositors with
formal commercial banks. Under licence, Savings Co-
operatives may provide deposit taking and transactional
services, while Savings and Loans Co-operatives may
also advance secured and unsecured loans, transmission
and other financial services on discretion of government.

The rights granted under both types of licences also
include investments in securities issued by virtue of the
provisions of section 66 of the Public Finance Management
Act, 1999, in which securities qualify as eligible collateral
for purposes of the Reserve Bank’s re-financing facilities.26

Any person may become a member of a co-operative
bank, and it is a legal requirement that co-operatives
keep a detailed register of its members.

To allow for progression and extension of financial
service provision, upon application to the Registrar, the
Bill provides for a co-operative to convert into a higher
level of institution that provides more services to members,
allowing for savings and loans co-operatives to convert
into Mutual Banks.

To promote and develop co-operative banks, the Bill
provides for the creation of an independent institution
– South African Co-operatives Bank Support Organisation
– to assist co-operatives with licensing, training of staff,
assist in the management of business, serve as the
accounting officer and promote the creation and
development of new co-operative banks.

Under the Bill, co-operatives may only receive their
licence of operation if they:
• Have the endorsement of the Support Organisation;
• Have access to financial resources;
• Have the technical ability to conduct the business of

a co-operative bank;

26 Co-operative Banks Bill: Memorandum of the Objects, 2004.
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• Will conduct their business in accordance with co-
operative principles as contemplated under the Co-
operatives Act;

• Are not in contravention of any relevant provision of
this Act.
Exemptions to any provisions of this law may be made

by the Minister, where and when he considers such
exemption to be necessary for the interest of the public.

The subsequent provision of financial services by
these co-operative banks will assist the banking industry
and the nation with improving access to financial
services for a broader market (Co-operative Banks Bill:
Memorandum of the Objects, 2004).

3.5 The Financial Sector Charter
The financial sector in any country is analogous to

the bloodstream in the human body. Just as all major

transactions in the human body are transported through
the blood stream, so too are all economic transactions
enacted through the financial sector. A financial sector
which is broad-based and responsive to the needs of the
majority is key to increasing inclusivity and extending
the boundaries of economic development. Women’s role
in poverty reduction has come to the fore internationally,
with micro finance institutions having proven that not
only are poor women better payers, but also that women’s
income goes further towards promoting food security,
access to health services and education for children.

The endemic nature of the financial system is
recognised in the Financial Sector Charter, a laudable
and voluntary, though expedient set of commitments
towards BEE by the established industry bodies in the
financial sector. The Charter acknowledges that challenges
facing the financial sector include, amongst others:
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• Its domination by a few institutions;
• Limited black participation, “especially women” at

the level of ownership, control, management and
high-level skilled positions;

• Inadequate responses to increasing demand for
financial services;

• Increasing credit to black entrepreneurs;
• Current low savings levels cannot support the

requirements for growth or personal security;
• Current savings are not being used for targeted

investments of key national importance;
• Circulation of substantial funds outside the sector

through informal financial and business activities;
• Limited support for black owned firms in the financial

sector by government and the private sector.
The application of the Charter focuses on the

promotion of BEE through improved procurement targets
that focus on enabling black owned SMEs to benefit
from targeted procurement, improving the level of black
women representation at all executive levels, promote
enterprise development through joint ventures, debt
financing, and equity investments in BEE companies and
generally improve the level of assistance to BEE accredited
companies, empowerment financing, ownership and
control, and corporate social investment.

The Charter also commits the sector to increasing
effective access to affordable retail financial services
using appropriate physical and electronic infrastructure
for the target population. The sector further commits to
eliminate discrimination in the provision of financial
services and to support the establishment of third-tier
community based financial organisations or alternative
financial institutions.

The obvious weaknesses of the Charter are that:
- Targets for SME financing are not published in the

charter and there is absolutely no breakdown by
gender for procurement financing or enterprise
development;

- The gender targets of the Charter for bank staff are
extremely modest, at 4% for black women at senior
management, 10% of black women at middle management
level and 15% at junior management level.
The target for SME lending is that, ostensibly, all

banks will jointly increase the volume of loans by
R5 billion.  This figure is split equitably across banks,
using market share as demarcation. Time frames for
meeting Charter targets have been set from January 2004
to December 2014, with two reporting dates set for 2008
and 2014.

While the charter itself and the targets do set parameters

for progress, the ability of banks to meet them depends
on factors which may be outside their control. They can
take responsibility for internal and staff targets, though
the targets for business lending are likely to need other
mechanisms to support the process. These would include
business support as well as guarantee mechanisms in
the absence of collateral.

3.6 Conclusions on the Macro Framework
• South Africa has instated extensive and detailed policy

frameworks to promote greater equity in the business
environment and to promote the transformation and
growth of the MSME sector.

• There is a broad array and a wide network of
development finance institutions to provide funds for
on-lending to enterprises. These development finance
institutions are geared to offer (wholesale) products
for small, medium and micro enterprises mostly.

• Those national development finance institutions that
offer finance to individual enterprises seem to have
a limited infrastructure with a single or few offices,
e.g. NEF, UYF and IDC. This only really makes them
available to the relatively few enterprise owners that
have the resources to make the contact and pursue
them.

• Another critical area of concern with respect to the
distribution of development finance is that much more
seems to be available for enterprises at the sophisticated
end of small, medium and large than for the less
skilled micro and small. The products of SAMAF and
the individual loan portfolio of Khula seem to be
among the few offerings for less skilled business
owners. Given the deficiencies created by history, this
could exacerbate inequalities in the country.

• One of the areas of concern is that policy does not
seem to consider the ratios of businesses falling into
different size categories. That the majority of enterprises,
both black and women-owned, are micro in size with
needs that differ from those of small and medium
enterprises is not given much if any attention in the
policies or institutional designs. It is the policy of
SEDA to offer 80% of their services to micro and small
business and the remaining 20% to small and medium
enterprises. This distinction does not seem to be
qualified by any understanding of what the different
needs are, nor is it replicated by any other institution.

• Following from the above, there does not seem to
be much if any differentiation of types of support for
different size or sectoral categories of enterprises. In
the case of provincial development corporations,
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there could be room for specialisation and value
chain analysis for specific sectors with competitive
advantage. For example, rural-based enterprises run
by women in KwaZulu-Natal, the Eastern Cape and
Limpopo would benefit enormously from such value
chain assessment and specialisation.

• Despite the strength of policies on procurement,
and the potential for women and black owned
enterprise to win tenders, there is inadequate parallel
support from business development and development
finance institutions. This warrants serious attention
given the key role of procurement in effecting
economic transformation.

• South Africa has a suitably prudent set of regulations
for the financial sector. The promulgation of the
Dedicated Banks and Co-operative Banks Acts are to
be hailed though they need to be assessed in relation
to progress in the private sector and the progress of
NGOs towards achieving bank status. While a few

private retailers moving into savings and credit may
promote competition thereby providing more efficient
services for consumers, we need to consider whether
the development finance needs of enterprises are
also likely be served.

• The private sector has taken the lead and instated
the financial sector charter to promote lending, access
and BEE in the sector. The key areas in which targets
for change are set, are for broader ownership,
appointment of black people in management,
procurement from black owned (or parts thereof)
enterprises and lending to black owned SMEs.
However, the only targets that specifically mention
women are in the areas of managerial appointments
to banks, and as mentioned above, these are extremely
modest. This implies that gender concerns are
subsumed within the totality of targets, and may not
get sufficient attention and inclusion in the SME
support strategies of financial institutions.
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4.1 Mainstream Banks

MECHANISMS, CAPACITY AND STRATEGIES TO REACH THE
WOMEN’S MARKET

The aim here is to consider available mechanisms to
attract and service the special needs of differentiated
market groups. In the post-1994 era, all major banks
have attempted to capture three broad-based segments
of the emerging market, vis. SMEs, BEE actors and the
small savers market, i.e. wage earners who mainly use
transaction facilities. The advent of charter policies by
the government prompted the banks (and other financial
institutions) to voluntarily draw up the Financial Sector
Charter in 2003.28

The four major South African banks29 dominate 84%
of the banking sector in South Africa. Two30 indicated
that they have seen specific value in the market of
women-owned enterprises.  Interestingly, both have very
different strategies to understanding, linking with and
supporting the women-owned business client. FNB has
decided to target the women’s market through creating
women-friendly relationship managers who would be
broadly available for women in business. This layer of
staffing would create “a comfortable, confidential, learning
environment for women”.

Research by Absa found that women did not
necessarily need or want different or “special” products,
but rather that they wanted to have sound relationships
in their bank and that they required product knowledge.
Their strategy is designed to work through networks and
provide product knowledge and share information with
women in business. They have also supported the growth
of women’s businesses through sponsorship of a training
programme for women in business, which was offered

at centres in different parts of the country.
Teba Bank has a network linked to mines, mining

towns and rural towns and found it relatively easy to
capture women clients even without a gender-specific
strategy. Their products are competitively priced to attract
this group and Teba is one of the few, if not the only
bank, to create a loan product for micro entrepreneurs,
most of whom are women.

While major banks have tried to cater for group
accounts for stokvels, these are not viewed positively by
women operating micro enterprises, who view these as
a poor substitute for individual savings accounts, for which
they do not always qualify if not permanently employed.
While the Mzansi account should deal with this constraint,
information on these options still needs to be more widely
disseminated, particularly to rural populations.

In general, all banks have staff trained in disseminating
the range of products available for the SME and the BEE
markets, and banks need to ensure that staff are
consistently available in branches and telephonically to
explain products in a clear and transparent manner to
the public.

Both of the two major banks that have women’s
market strategies also found that due to less experience
with running businesses, women want continuing learning
opportunities. They have also established that women
are diligent and committed when taking business support
training courses.

In offering training, both banks contracted external
specialists for the purpose. Banks (and other financial
institutions) that do want to capture growing small
business markets need to offer continuing learning
opportunities through linkages with experts/mentors, or
training programmes.

his section reviews offerings by mainstream financial institutions, development

finance institutions and micro finance institutions. Our aim is to ascertain the range

of mechanisms available for women in business and the strategic and human resource

capacity of the institutions to address the needs of the market. This section is based on

qualitative and quantitative information gathered from 16 financial institutions, of which

5 mainstream banks, 6 DFIs, 1 second-tier institution, and 4 micro finance institutions.27

27 The list of institutions surveyed appears as Annex 3.
28 See in Chapter 3.
29 Standard Bank, Absa Bank, First Rand Group and Nedbank.
30 First National Bank and Absa.
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4.2 Development Finance
Institutions (DfIs)

As we noted earlier, South Africa is endowed with a
wide range of development finance institutions that offer
products for the full spectrum of enterprises.

Interviews were conducted with six government
sponsored DFIs, vis. Khula Enterprise Finance, the Industrial
Development Corporation (IDC), South African Micro
Finance Apex (SAMAF), Umsobomvu Youth Fund (UYF),
National Empowerment Fund (NEF), Business Partners31

and the Gauteng Enterprise Propeller (GEP). Five of these
operate on a national scale and two operate at provincial
level – four are direct lenders to the public, two wholesale
funds to retail institutions and one is both a direct lender
and wholesaler.

MECHANISMS, CAPACITY AND STRATEGIES TO REACH
THE WOMEN’S MARKET

Overall, the 6 agencies interviewed were established
to promote SMME development, create sustainable jobs
and promote BEE. They use a similar range of instruments,
i.e. direct loans, guarantees and wholesale funds. Two
of the six agencies offered an equity product or
preference shares in the businesses supported.

Three of the institutions offered finance for micro to
small enterprises, while all six offered finance for small,
medium and large enterprises. As is fitting, none of these
institutions require high levels of collateral. The two that
offer guarantees do require that entrepreneurs should
commit 10-20% of the funds required, as an illustration
that the entrepreneur can manage the funds they are
receiving. A third lender does not necessarily require
collateral, but they do “require material to your means”,
i.e. some form of commitment from the entrepreneur.
High on the list of all lenders is technical capacity to
conduct the business and the potential to grow the
management capacity of the owner/operator. Franchising
is a popular product for DFIs as well  as banks, since
the business risk is largely carried by the franchisor
company with a tested track record. One of the DFIs
reflected a portfolio of 51% female participation in their

overall franchising book.32 Many of the businesses they
financed were in the food and retail sector, but there
were also retail services in the motor industry, in the
petroleum sector and in real estate.

While there is a major policy thrust which favours
BEE procurement opportunities, there does not seem to
be adequate parallel financial support to build on this,
as is illustrated elsewhere in the study.33 Clearly, more
co-ordinated strategies need to be developed to support
women and men who are able to proactively take
advantage of such opportunities.

One of the financing options, factoring does not seem
to be used widely in South Africa. Factoring occurs
through a factoring company buying a seller’s accounts
receivable. The seller (the SME) receives immediate cash,
at a percentage less than the value of the accounts
receivable and the factoring company takes over the risk
of the debtor. The advantage for the SME is that there
is no loan to be repaid or further liability and their risk
is transferred to the factoring company. The risk for the
factoring company is that of the accounts receivable.34

While this is a relatively simple transaction technology,
it needs to be further tested in South Africa. One of the
issues which will need attention here is payment schedules
of government departments. Many women in business
informed us that government is a slow payer and this
could be a key deterrent for factoring companies.

DFIs have realised that there is a need for safe savings
and sound returns to investment.  As savings are essential
for asset building, availability of good facilities is integral
to development. With this in mind, SAMAF has placed
savings on its agenda and the NEF is planning to launch
an investment product.

A key aspect of capacity is the network and distribution
of the products across the geographic areas that the
institution is mandated to serve. Three of the national
agencies, UYF, SAMAF and NEF, only operate through
a single national office. SAMAF, being a (relatively new)
wholesaler lends through a number of micro finance
institutions around the country and UYF has partnerships
with four micro finance institutions and two other linkages

31 Business Partners is not a solely government-owned structure.  However, since it specialises in SME finance, it was included in the study under this section.
The share structure of Business Partners is: 20% held by Khula Enterprise Finance, 10% held by an Employee Share Trust and the remainder by diverse private
sector institutions of which the major banks.

32 The IDC.
33 Notably in Chapter 7 on BEE Financing.
34 More information on factoring and a range of other mechanisms is available in Genesis Analytics (August 2005): RSA: Study on Risk Sharing and Risk Mitigation

Best Practices in the SME Sector.



with a bank and Business Partners. The NEF has re-
launched itself in the last six months. As Khula’s guarantee
product operates through banks, this product does not
require an extensive infrastructure. Khula’s mentorship
programme operates on a national scale, although it may
not be as easily available in rural as in urban areas.

The other institutions all have offices through the
regions they serve. Business Partners has 22 offices
throughout the country. IDC has four regional offices in
Cape Town, Durban, East London and in the Northern
Cape, and is in the process of extending its network
through chambers of commerce around the country. GEP
has five offices spread through Gauteng.  Ithala has 45
branches through which savings are mobilised across
KwaZulu-Natal. Loans and business advice from Ithala
are offered through 11 mega-offices in the province.
Despite these networks, development finance is still not
perceived as being widely available, as was expressed
during the focus groups. The most critical need is at the
level of micro finance, which is very poorly distributed
throughout the country.

CAPACITY
Development finance requires a set of specialised

skills that can measure risks, and design and manage
products differently from mainstream banks. The human
resource capacity of DFIs would be reflected in their

performance. Overall, as would be expected in South
Africa, the levels of capacity are very uneven. The key
issue though is whether the capacity constraint is being
recognised and dealt with. Another critical issue is that
there has to be institutional capacity to assess projects,
measure risk, make astute lending and investment
decisions that have to work alongside business
development, capacity building and mentorship skills
for entrepreneurs. The skill requirements of successful
investment in emerging markets are thus complex
and demanding.

On the whole, the capacity of DFIs appears
to match their age and stage of development.
While Khula had great capacity constraints
in its early years, this appears to have
improved with its guarantee product since
the last financial year. In contrast, the
more newly established institutions have
considerable capacity constraints,
which could hinder their ability
to adequately serve their target
markets. More establ ished
institutions such as Business
Partners, Ithala and the IDC
seem to have built the capacity
they require over the years.
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Business Partners has developed a varied portfolio across
its lending, business support and property products for
small and medium enterprises. IDC has the financial
assessment, lending and investment capacity, though it
is still building its capacity to provide the technical
assistance required in some BEE transactions.

Given the substantive role and extensive availability
of development finance in the country, training
programmes in the field appear to be rather poorly
distributed. While there are a number of Public and
Development Management Programmes at university
business schools in the country, there appears to be just
one programme in development finance and a very new
centre for micro finance. While the Bank Seta does have
a micro finance skills programme, this does not seem to
have reached into or impacted significantly in the micro
enterprise finance area.

Many of the DFIs provide mentorship and/or training
to the businesses they finance. In fact, this has become
a necessary precondition for lending to the SME sector,
in the private and public sector. Despite the substantial
need for the services of mentors and trainers, there are
no coherent programmes for training and quality standards
for mentors. This also raises questions about the existence
of accredited training programmes and training for the
SME sector.

In general, we could say that the sector is not
sufficiently well skilled to face the challenges it has to
meet. While the state has invested considerable resources
at institutional level, it is surprising that there are no
coherent attempts at promoting learning and building
more effective staffing in development finance institutions.
One of the areas in which the lack of capacity shows,
is the marked absence of client and market research
among development finance institutions. In the private
sector the two banks that seek to increase their share of
women-owned enterprises have conducted basic research
and devised strategies to increase their portfolio in this
area. There is very little evidence of development finance
institutions in the country that conduct client surveys to
understand needs, preference and ability and design
products to fit market abilities and preferences.

A further area that could be better developed is
research and development (R and D), which ideally,
could be jointly or individually managed by DFIs, with
pilots run in new product development, such as factoring
or leasing, where there are groups of clustered enterprises.
Innovative risk management strategies for various market
segments could also be tested with peer learning promoted
across institutions and provinces. Such joint learning
could considerably enhance the effectiveness of institutions
in a more efficient manner than is current practice.

STRATEGIES FOR WOMEN IN BUSINESS
One of the strengths of the South African constitution is its promise of equality for all. Attention to building gender
balance in society and the economy is integral to this promise. Due to this, the inclusion of women is common
to all policy provisions. The group of development finance institutions surveyed for this study thus have to ensure
that they serve women in enterprise development processes and many have targets for women clients, which they
have to meet and report. Lacking, however, are gender-specific strategies that underpin the meeting of these
targets, and are reflected in market research and staff awareness.

For the NEF, a business has to have 40% female shareholding to qualify for its BEE funding.  Umsobomvu
Youth Fund has decided that 66% of all its funding should go to women entrepreneurs. UYF has also expanded
its focus to include women of all ages in addition to youth, i.e. people up to 35 years old. Khula reports a very
good disbursement rate of 49% in 2004-5 to women owned and women-managed businesses.35 The IDC does not
have specific targets to meet, though the business units are rewarded for increasing the portfolio of women clients.
Business Partners has a target of 33% for financing of women-owned businesses in the current financial year.

UYF and Business Partners claimed that they have no difficulty meeting their targets. In the case of UYF,
however, they found it easier working in urban than in rural areas. This would seem to suggest that there is sound
business potential among young women in urban areas and that women who have the technical skill and management
potential (Business Partners clients, for example) are not in short supply.

35 Khula Annual Report 2005.
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Notwithstanding targets being met by DFIs, there was
not much evidence of special attention being paid to
women as a development category. Khula indicates that
its strategic focus up to 2008 will include an increased
targeting of financial assistance to women. However, most
of the agencies interviewed suggested that there were no
differences between men and women and that gender
neutral strategy was adequate. Only two of the agencies
were able to state some of the constraints that arise in
attempting to support women-owned business. Both
stated that women tend to enter sectors with low entry
barriers, high levels of competition and they sometimes
lack entrepreneurial skills. Too often women start
businesses in traditional “women-orientated” areas such
as food, textiles, cleaning. Even better educated women

are likely to go for “women”-type businesses such as
public relations, event organisation, hiring and recruitment.

There are very few women who go into manufacturing,
construction and other less competitive or higher margin
businesses, even though this is beginning to change.
In another case, the agency stated that women seem to
have a lower propensity for going to scale with their
businesses. In two other cases, the agencies articulated
their difficulties of working in rural areas. The skill level
among women in businesses also hinders investment in
rural areas. Women operating micro enterprises proliferate
in previous homeland areas. And many of these are older
women, poorly educated under previous apartheid systems.

The table below shows some of the shares of women’s
finance across a sample of development finance institutions.

TABLE 5: WOMEN’S PORTFOLIOS ACROSS A SAMPLE OF SOUTH AFRICAN DEVELOPMENT FINANCE INSTITUTIONS

Institution Period Products Total Portfolio Toatal Dispursed Women’s Target Women’s Portfolio

Khula Enterprise 2004-2005 Small Business R849m R323 – loans 33% target 49% or   
Loans R175.6m R154.4m
Guarantees to guarantees disbursement
banks reported in

Annual Report
of 2005

Business Partners 2004-2005 Loans, Equity, R660.5m 23 %  target R154.4m
Business (33% set for

 Support to SMEs 2006)

National Empowerment 2004-2005 Loans and R2bn R277m 40% 31% invested
Fund Investment shareholding in women,

in BEE, required to be or R85.87m
Start-Ups, recognised as
Strategic a women’s
Projects, etc business

IDC July 2000 – Industrial Risk R37bn R13.8bn None – rewards R2.35bn had
March 2005 Capital (approved) for increasing 20% or more

portfolio women
shareholders;
51% women’s
businesses in
franchising unit

Umsobomvu Youth Loans, Equity, R70m – micro R30m 66% R19.8m
Fund Preference R445m – SME R240m 66% R158.4m

Shares

Ithala April 2005 – Building, plant R460.1m n/a R11.7m
February 2006 and equipment,

working capital,
micro finance



While the table above reveals some positive meeting
of targets, the lack of clear standards means that even
the definition of a women-owned business varies from
one institution to another. It could range from 20%
women’s shareholding to 51% plus shareholding: for
policy targets to be really met, a uniform definition will
need to be agreed upon by the authorities, industry and
the rating institutions.

All the DFIs interviewed felt that they would value
support to increase their portfolio of women in business.
Generally there was not enough understanding about
the specific challenges that women face and four
institutions conceded that they needed capacity building
to better understand and gear their products and support
programmes for women in business. Other ideas which

emerged, are:
• In the micro finance area, SAMAF stated that they

needed to convert most MFIs from being supply-
driven to being demand-driven;

• More than one DFI felt that more profitable
opportunities for women in business should be
explored, such as increasing access to markets;

• One of the DFIs suggested that a matchmaking service
for BEE deals would be a sound source of support
for women in business;36

• As growing co-operatives appears to be a recent
policy option that is being proposed, some DFIs have
suggested that they need support on structuring and
growing co-operatives. It is not clear, however, what
types of co-operatives are being considered.

36 Business Partners has in fact just launched an Empowerment Fund of which women will form a key target market. Matchmaking will be one of the services 

offered by the Fund, which will offer empowerment financing for SMEs of R1-5 million per transaction.
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4.3   Micro Finance Institutions
In contrast to the variety of uses for the development finance discussed in the preceding section, micro finance
refers specifically to savings and credit for the poor. In the South African context, however, taking savings is restricted
to licensed banks or groups with a common bond (e.g. stokvels).  To obtain information for this category of institutions,
interviews were held with the two largest micro finance institutions (MFIs), vis. Marang Financial Services and the
Small Enterprise Foundation (SEF), and a questionnaire was circulated to smaller MFIs which are also known as
micro credit organisations (MCOs) which were set up in the 1990s to receive financing from Khula.37

MECHANISMS, CAPACITY AND STRATEGIES TO REACH
THE WOMEN’S MARKET
The predominant product among micro financiers in
South Africa is the group loan, provided to between five
and eight borrowers who in turn provide a group
guarantee for repayment of the loan. In accordance with
the provisions of the Usury Act Exemption of 1999, loans
in this category usually go up to R10,000.00. The
Exemption allows lenders to charge interest rates beyond
the limits of the Usury Act. Loans are usually repaid over
four or six months. Disbursements and repayments are
mostly done through bank accounts to avoid risky cash
handling. Clients of some MFIs are encouraged to save
in groups or individually.

In the case of Marang and SEF, there has been
consideration accorded to diversifying their product
range, notably by offering individual loans. This would
require an adaptation of and investment in internal
operational systems. On an international scale, micro
finance institutions usually offer credit and savings only
while micro-insurance is a relatively recent advent.

The table overleaf summarises some key pieces of
data about the MFIs that were willing to provide them
for this study.

The outreach among the MFIs above shows
considerable differences in the field. Some of the MCOs
(e.g. Akanani) have been disbursing since 1998 and still
have rather limited outreach. In contrast Marang, which
has been operational since 2000 has reached 26,000
active clients and is now nearly sustainable, i.e. profits
from loans cover the current operational expenses.38

Marang also has strong and independent leadership and

governance, both essential factors in building robust
organisations. This performance, along with that of Small
Enterprise Foundation (SEF) illustrates that sound
performance is attainable in the South African context,
provided there is a focus on leadership, goals and
standards at the outset and throughout all levels of
the operations.

The MCOs were mostly started within existing NGOs
that responded to interest from Khula. While some of
the MCOs have shown promise, they appear to lack the
leadership which will take them beyond dependence on
a single funder and on standard products that are not
demand-driven. As the table above demonstrates, MCOs
suffer from inefficiencies (high operational expenses)
that risk being passed on to the client, and therefore
thwarting the poverty reduction intention.

While there was a fairly enthusiastic start to on-lend
to small and micro enterprises in the post-1994 era, the
distribution and numbers of lenders has declined fairly
rapidly over the last eleven years. There were 32 lenders
when the first MFIs received loans from the national
wholesaler in 1996, but subsequent to the first widespread
collapse of MFIs that took place in 1999-2000, there were
only 11 in April 2004.39

Furthermore, micro finance services are unevenly
distributed across the country. In its 2005 annual report,
Khula reported that KwaZulu-Natal, Gauteng and the
Western Cape received the most assistance because of
their easier access to developed infrastructure. At the
same time, micro finance leaders such as SEF, WDB MF
and Marang who lend to micro enterprises run by poor
women are focusing on Limpopo, Mpumalanga, KwaZulu-

37 Women’s Development Banking’s Micro Finance is a specifically woman-focused micro lending operation, but it was not possible for the purposes of this

study to obtain more detailed information from them on their portfolio. Women’s Development Banking (WDB) runs a micro finance operation (WDB MF)

that was established in 1992 specifically targeting poor rural women. The operation currently has four branches in Limpopo and Mpumalanga provinces.

WDB MF’s clients receive loans from R300 up to R10,000 with those receiving larger loans being assigned business mentors and substantive business skills

training for the purpose of supporting enterprise development.
38 Marang started out in 2000 with the advantage of having taken over the staff, systems and infrastructure of the Get Ahead Foundation, which had been liquidated.
39 The collapse has been attributed largely to weak governance, poor information management, mismanagement and fraud. (Motsa, 2004). An article in the

newsletter of the Micro Enterprise Alliance claimed that the causes went deeper and cited institutional capacity, unmanageable pace of growth, supply driven

products, poor controls and systems as the prime causes for the collapses. (Naidoo, 2000)
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Natal and the Eastern Cape. The implications are that
the sparsely populated provinces such as the Free State,
Northern Cape and North West have poor funding sources
for both small and micro enterprises.40

With the advent of the SAMAF, Khula will no longer
focus on the markets serviced by their micro credit
organisations. SAMAF, which seeks to increase access
and participation of the very poor, particularly women
in rural areas, to micro credit services will work through
partner organisations by providing them with funds for
on-lending to the poor and institutional capacity building.

Sustainability is regarded as the benchmark to measure
performance of micro finance institutions and has been
very elusive in South Africa. The two leaders in micro
enterprise financing, Marang and SEF have, however,
shown the potential to achieve sustainability in South
Africa. Their key financial indicators are reflected in the
tables in Annex 5.

While the two leaders have shown that significant
performance is possible in South Africa, this does not
appear to be leading towards increasing outreach on a
national scale or the necessary product development to
meet client needs.

CAPACITY
The constraints reflected above are primarily caused

by insufficient skills and knowledge about micro finance
in the institutions and applies to the majority of MFIs,
as well as the two wholesalers that work with the lenders.
It was, furthermore, articulated by insiders from these
institutions during the interviews.

As shown in the data from Marang and SEF, it takes
some years before an MFI becomes fully sustainable and
is able to support its own training needs. Considerable
training and investment in staff capacity is required if
MFIs are to achieve their performance goals. As MFIs
work with the poor and often work with low budgets,
they are unable to afford the high salary levels required
by the skilled and well educated. MFIs thus have to
invest in extensive training if they are to be constantly
growing and innovating.

Despite attempts by one of the micro enterprise
networks where standards were set, courses were
developed and accredited with the SA Qualifications
Authority, the capacitating of MFIs in South Africa has

TABLE 6: SUMMARY OF DATA FROM SELECTED MFIs IN SOUTH AFRICA

Institution  Areas and % of Clients Clients Products  Annual Budget

Marang Financial Gauteng 11 26,000 Group loan Pilots in – R18m–R100m lent
Services Limpopo 18 educational and per annum

Eastern Cape 21 individual loans
KwaZulu-Natal 20
Mpumalanga 30

Small Enterprise Limpopo 95 30,000 Group loans - poor
Foundation Mpumalanga 5 and extreme poor R20m

Akanani Limpopo 100 900 Group loans R802,000

Siyakhula Micro Mpumalanga 100 1,250 R1m–R600,000
Business Loan fund

Ncedisizwe Micro KwaZulu-Natal 100 842 Group loans R1.5m
Credit

Makwande Business Mpumalanga 100 800 Group loans R1.2m
Finance

Isivivane Sethu KwaZulu-Natal 100 1,997 Group Loans R1.5m – loan fund 
R460,000
Operational expenses

40 Overall, Khula is reported as having disbursed a total of R106.3 million through its RFI network and R15 million through the micro credit outlets (MCOs) in 2005.



not received the attention it requires.
One of the startling facets of this situation is that

micro finance is probably the area of development with
more technical resources and documented knowledge
available than any other. Most international agencies
have substantial resources which can be downloaded
from their websites.

SUPPORT NEEDS OF MICRO FINANCE INSTITUTIONS
The majority of clients of MFIs are women. This holds

true for South Africa and for most other countries where
attempts at developing micro finance are being made.
This, however, does not mean that MFIs work from a
strong understanding of the needs of women. There has
been a strong drive from international agencies such as
MicroSave and their sponsors to encourage MFIs to listen

to their clients and develop demand-driven products.
Adopting such performance-orientated methods, as good
as it may be for the clients and their micro financiers,
does need support from donors and financiers of micro
finance. There could still be considerable knowledge
development of the tools and methods of market research
and product development required in micro finance in
South Africa.

Clearly there is considerable need for micro enterprise
finance in South Africa, as is illustrated by the household
data provided in Chapter 2 of this study. Poor
households depend heavily on the income from
these enterprises. Competent and stable MFIs
are therefore necessary to support their growth
and cash flow needs. Such services are
essential for enabling the poor to graduate
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to higher levels of enterprise development.
There are two levels of support needed to develop

micro finance in South Africa. At the first level, we need
comprehensive training and technical assistance for staff,
management and board members of MFIs together with
a relevant classification, pricing and monitoring mechanism
for such training programmes. The second level of support
that is required is to enable the sustainable MFIs to
manage the complex transition to higher levels of formality,
following which they require considerable injections of
capital and expertise for formalisation and expansion.
Even those MFIs that have achieved near sustainability,
such as SEF and Marang, require further support for their
next growth phase.

4.4 The Impact of HIV/AIDS on 
Financial Institutions

Due to the specificities of their client base, emphasis
on the impact of HIV/AIDS has principally focused on
micro finance institutions. Efforts to establish sector-wide
policies for Africa have recently been undertaken – led
by the Africap Fund and partners such as the IFC41 –
while large micro finance institutions in South Africa,
such as Marang and SEF, have HIV policies and
programmes.

Marang is able to track deaths in its client base and
HIVOS, a Dutch Humanist Foundation, covers loan losses
incurred due to death. SEF covers such losses from a
small fund constituted through client fees, and in
partnership with a rural community institution called
RADAR42 which is studying the structural issues of poverty
and gender inequality and their resultant impact on
HIV/AIDS awareness. Marang’s loan loss rate between
2001-2005 is as follows:

The figures reveal that while the loss rates have
increased, the impact of death has not yet been alarming.

The principal business and institutional issues that

need to be considered by financial institutions in tackling
the impact of HIV/AIDs, are:
• Succession planning and multi-skilling so that

absenteeism can be covered by other staff;
• Comprehensive risk management – which needs to

cover wellness programmes, education and
counselling, adequate medical and insurance cover
for staff, regular and safe testing facilities;

• Appropriate products for clients (especially savings
and insurance), staff skills training and loan (and
other) loss provisions.
The centrality of poverty and gender inequality to

any HIV/AIDS related strategy cannot be sufficiently
underscored, and parallels the very theme of economic
and financial empowerment that is being highlighted by
this study.

4.5 Conclusions

4.5.1 Conclusions on Banks
• The South African financial sector has taken a

substantial step in committing to the Financial Sector
Charter to promote real economic change. The lack
of attention to targets for financing women’s business
however, except in staffing, is an oversight that needs
to be questioned and corrected.

• While attention to BEE in terms of product outreach
seems to be a priority, banks do not appear to include
women as prime targets in this area. This is shown
by only two of the major banks making any effort to
understand and capture the women’s business market.

• It may be useful if banks were to begin adopting a
market segmentation approach, which categorises
women among owners of SMEs, and identifies sector
specialisations within SMEs. If there were needs-
driven strategies for each segment, and staff were
trained in these, there could be more coherence,
learning and thereby profitability in capturing women
as well as other sectors of the market.

• Banks need considerable support in the area of
business development services to accompany their
efforts in reaching BEE targets for enterprise lending
and women-owned enterprises. There need to be
further policy discussions on this, with appropriate
support mechanisms designed.
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41 Guidebook – Partners and Action – Financial Institutions and Health, HIV and AIDS Risk Management, April 2006.
42 Rural Aids Development and Action Research – a project of the Universities of the North and the Witwatersrand.

01 02 03 04 05

Loan loss rate incl. death 0.16% 0.53% 1% 1% 2.2%
Loan loss rate excl. death 0% 0.28% 0.50% 0.41% 1.5%
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4.5.2 Conclusions on Development 
Finance Institutions

• South Africa is not a poor country and this is reflected
in the generous resources available among the sample
of development finance institutions interviewed for
this study.

• Greater skills enhancements of DFIs is, however,
necessary to enable DFIs to measure performance
and balance this against strategies. It will also build
the skills to better analyse and understand the market.
This, in turn, should generate custom-designed
demand-driven support programmes. The monitoring
systems that accompany these will improve targeting
and result in better performance.

• If there is more focus on skills enhancement at the
DFIs, there will hopefully be more systematic standards
and quality training for business and for business
mentorship. This will impact on the skills set of
entrepreneurs themselves, and result in more
accountability and thereby incremental advancement.

• While DFIs do measure output with respect to women
and other categories of previously disadvantaged
people, there needs to be a uniform system of
measuring and reporting.  Linking the reporting
systems to opportunities and constraints in supporting
women’s enterprises would also contribute to learning
about what works. Such measurement and learning
could then be published in national reports on the
status of the small business sector.

4.5.3 Conclusions on Micro Finance in 
South Africa

• While there are two strong leading institutions in the

country, the micro finance sector is generally rather

weak. The services are poorly and unevenly distributed

around the country.

• The product range is very limited. The sector is

dominated by group lending, to the detriment of

growth-orientated women’s enterprises.

• There has been little investment in building capacity

in the sector. A comprehensive capacity building

strategy is required. This should be linked to

performance standards which are rewarded with

funds to on-lend and additional technical resources.

• There are considerable technical resources to grow

micro finance in and outside of South Africa that

could be reviewed and utilised in the local context.

• The progress and needs of MFI institutions that fund

micro enterprise, such as Marang and SEF have gone

relatively unnoticed at the policy level. This could

be detrimental for the sector as a whole. Provision

of the appropriate support could expand services

considerably on the one hand. On the other hand,

ensuring that they receive support would also speed

up their progress towards growth, expansion and

graduation up the ladder integrating into the regulated

financial sector.



INSTITUTIONAL SURVEY 51


