
 

 

 

 

 

 

4 December 2020 

 

Response to request for public consultation on the Financial Inclusion Policy 
Paper: “An Inclusive Financial Sector For All”  

 

Overview 
Intellidex, founded in 2008, is a financial services research firm located in 
Johannesburg, with offices in London (UK) and Boston (USA). Our comments 
below are based on ongoing research in financial services in South Africa – 
especially on financial markets, financial services strategy, social economy, 
fintech and startups. In addition, one of the authors of this submission holds a 
PhD on financial inclusion and township economies.  

We welcome this policy to improve the country’s economy. We are 
encouraged by the desire to include marginalised citizens, cater for SMMEs, 
strengthen financial co-operatives and bolster development of the micro-
finance sector.  

We believe financial inclusion is a means to an end, and we are optimistic that 
it can enable disadvantaged members of our society to participate in the 
economy, build financial resilience for themselves, their families and their 
communities. Our view aligns with the primary intention of the policy paper 
which is to re-direct financial inclusion to deliver “improvements in the quality 
of life and economic environment of low-income South Africans”. We explore 
the link between financial inclusion and good financial outcomes in more 
detail later.  

Financial inclusion in South Africa has come a long way since it became a 
national priority in 2002, and later ratified in the Financial Sector Code in 20121. 
The code intended to “broaden and hasten the transformation process as 
they focus on making financial services accessible to the previously unbanked 
and under-served”. Following this, the “Mzansi Account” account was created 
across all major banks and managed to entice 6 million people, 72% had 
never had a bank account before. Although this account was ultimately 
abandoned by the commercial banks, the industry learnt many lessons in 
developing appropriate products and services for low income and financially 
excluded people. Many challenges still remain in reaching full financial 
inclusion such as inadequate access to trusted services, high levels of 
dormancy in banking services for this market, high levels of indebtedness (a 

 
1 See Dr Graunt Kruger’s thesis on: “Turning on the Townships: A Study of Discourses of Financial 
Inclusion in South Africa 

Intellidex (Pty) Ltd 
1st Floor, Building 3 
Inanda Greens Office Park 
54 Wierda Road West  
Sandton 
2194 
South Africa 
 

Tel: +27 10 072 0472 
 

Email: mail@intellidex.co.za 
 
Intellidex UK Limited 
84 Eccleston Square 
London 
SW1V 1PX 
United Kingdom 
 

Tel: +44 (0) 20 8707 0842 
 

Email: mail@intellidex.co.uk 
 
Intellidex USA Inc 
15th Floor 
50 Milk Street 
Boston, MA 
02109 
United States of America 
 

Tel: +1 617 817 5304 
 

Email: mail@intellidexinc.com 
 
 



INTELLIDEX 2 
 

 
www.intellidex.co.za  DECEMBER 2020 

negative outcome of financial inclusion) and abusive practices by some 
providers.   

Even the best funded financial inclusion projects have failed. For example, 
MTN’s various mobile money offerings and Vodacom’s M-Pesa that floundered 
four times2. However, there are also many exemplary financial inclusion efforts 
that have yielded good outcomes such as the innovations introduced by the 
banks (including sending cash from a bank account via ATM no non-account 
holders) and the mobile operators that have created micro-loans and micro-
insurance for their customers. 

To address these challenges and leverage progress already made, the 
National Treasury’s proposed Financial Inclusion Policy outlines priority areas 
such as: promoting the beneficial use of transactional accounts; supporting 
increased formal savings for low-income earners; promoting credit for assets 
and investment over consumption; and broadening the range of financing 
instruments available for SMMEs. 

The policy based on three pillars, each with their own priority areas that need 
to be addressed. We provide feedback on a selection of these priorities.  

Key highlights 
The highlights here draw attention to the key policy enhancements that will 
drive financial inclusion for individuals and businesses. 

Pillar One - Deepening financial inclusion for individuals 

• Financial inclusion often depends on economic inclusion. We must 
solve the national unemployment problem and this in turn can bring 
more people into the financial services fold, but it will requires that all 
employers are obligated or incentivised to pay their staff through bank 
accounts. 

• Existing money transfer and payment services should be leveraged to 
increase the numbers of financially included. Recipients tend to be 
unbanked and a remittance presents a direct opportunity to draw 
them into the formal banking system. 

• The lack of interoperability between bank accounts, e-wallets and 
mobile payments is a major hurdle for financial inclusion. We argue that 
interoperability should be a key principle of all financial inclusion 
policies. 

• Many low-income South Africans already save, and they often use 
stokvels with group savings accounts. As such, the vast majority of 
savers are “invisible”.  Banks should design their group savings products 
in such a way that all members of the stokvel are accounted for. 

• We believe financial inclusion regulations should carve out a special 
dispensation for low-income households to participate in prize-linked 
savings. 

• Too much emphasis is placed on financial education in encouraging 
usage of formal financial services. Instead, robust examples from 
behavioural economics show that the design of products and services 
can lead to good or bad outcomes, irrespective of the user’s 
knowledge. 

• We are highly encouraged by the intentions to drive financial inclusion 
that promote productive credit and deliver affordable quality 

 
2 See Ruan Jooste’s Business Maverick article: “Mobile money making profits for mobile operators” 
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insurance. They reflect a broader definition of financial inclusion that 
makes explicit the link between individuals’ participation in formal 
financial services and household or SMME financial stability, resilience 
and prosperity.  

• We propose a definition of financial inclusion with five pillars: enabling 
people to build wealth (positive net worth), the ability to transact and 
make payments (accessibility), generating surplus income for savings 
(positive cash flow), improved credit scores (to reduce the cost of 
accessing credit) and appropriate risk mitigation through insurance.  

 

Pillar Two – Extending access to financial services for SMMEs 

• In our research, we’ve uncovered noteworthy efforts to extend 
financial services to informal SMMEs through integrated stock 
management and payment systems. The overt intentions are noble, 
but there are unintended consequences that policymakers should 
address such as the lack of transparency and lack of shared data 
between lenders. 

• SMMEs need startup capital because many of their founders don’t 
have personal financial resources. Thereafter, the majority need access 
to loans while a smaller number need access to venture capital 
including international investors. The current exchange controls impose 
high costs and time delays on SMMEs trying to attract foreign investors. 
These laws should be amended. For the majority, we propose a central 
fund that can supply startup grants for new business owners. 

 

Pillar Three – Leverage a more diversified provider and distribution base 

• We believe that the proposed funding structures (listed above) will also 
enable greater diversity and competition among financial services 
providers. 

• Interoperability is a core requirement for a vibrant fintech ecosystem 
because it reduces barriers to entry to the industry, ultimately delivering 
higher quality and lower cost services to individuals and SMMEs. 

 

Pillar One - Deepening financial inclusion for 
individuals 
Priority 1: Promote the beneficial use of transactional 
accounts  

Priority 2: Build appropriate payment options to drive usage 
Financial inclusion often depends on economic inclusion. If financial inclusion is 
to be meaningful, then we must address the large-scale unemployment in the 
country. Bank accounts (including e-wallets and digital pockets) enable 
financially active people to get, hold and move money. It stands to reason 
that if more people are economically active, then demand for banking and 
financial services - especially for payments as the basic foundation -will 
increase. 

Another way to encourage greater use of transactional accounts would be to 
obligate or incentivise businesses to pay their employees using a bank 



INTELLIDEX 4 
 

 
www.intellidex.co.za  DECEMBER 2020 

account-based system, even those who are in the informal sector like 
gardeners, maids and nannies.  

 

Priority 3: Position remittances as a springboard for further 
financial inclusion  
Existing money transfer and payment services should be leveraged to increase 
the numbers of financially included. For example, FNB’s eWallet allows anyone 
with a FNB bank account to send money to anyone with a valid South African 
cellphone number. The recipient can collect the money at one of their ATMs.. 
Last year during the December festive season, FNB customers sent nearly R3bn 
through e-wallets, a 20% spike from 20183. There is a high likelihood that the 
recipient does not have a bank account. This is an opportunity to engage the 
recipient to encourage them to open a bank account. 

Interoperability is rightly identified as a key enabler for financial inclusion and 
should be a principle for SA’s strategy covering all financial services, not only 
remittances. Currently, the lack of interoperability between e-wallets and 
mobile payments is a major hurdle for financial inclusion. It should be possible 
to initiate a payment from any bank account, mobile wallet or digital pocket 
to any other. Interoperability will also enable new entrants to compete with 
exiting providers, which in turn can lead to a larger number of higher quality 
services at lower costs with the right regulatory guidance. 

 

Priority 4: Support increased formal savings for low- income 
earners  
Many low-income South Africans already save, and they often use stokvels. 
The problem with this is that members of the stokvels are not recognised 
individually and instead, banks only see the single bank account that caters 
for any number of members. Banks should create a database where every 
participating member of the group is visible. This will give a more accurate 
reflection on the levels of savings by a large number of South Africans.  

We are concerned that too much emphasis is placed on financial education 
in encouraging the use of formal financial services, especially savings. Instead, 
we propose that some funds used for financial education be used to develop 
products and services that actually lead to good outcomes. The discipline of 
behavioural economics points the way to potential solutions. Researchers have 
proven that defaulted opt-in for retirements savings is the best way to increase 
the number of savers. So too is the savings and investment App called Acorns 
that allows users to save a set amount of money each time they do something 
specific. For example, automatically saving R1 every time the user buys airtime. 

Another good example is The Walmart Vault. In 2017, Walmart (USA) launched 
a prize-linked savings scheme to help their customers save money. Customers 
stand a chance of winning prizes should they keep their deposits in place for a 
certain amount of time. Walmart customers have moved more than $2 billion 
dollars through the programme. The Vault proves that people are motivated to 
save if they are incentivised for it. FNB had a Million-A-Month account that 

 
3 See Admire Moyo’s ITWeb article: “FNB eWallet will be hard for telcos to beat, says CEO” 
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attracted 750,000 accounts and collected R1.2-billion in deposits. Of those 
accounts, 20% of them were opened by people who had never engaged with 
a bank before4. Its closure was the result of contravening South African Lottery 
laws. We believe financial inclusion regulations should carve out a special 
dispensation for low-income households to participate in prize-linked savings. 

 

Priority 5: Promote appropriate credit for assets and 
investment over consumption  

Priority 6: Promote appropriate, affordable and quality 
insurance  
We are highly encouraged by these two priorities. They reflect a broader 
definition of financial inclusion that makes explicit the link between individuals’ 
participation in formal financial services and household or SMME financial 
stability, resilience and prosperity. Such a definition rests on five pillars: enabling 
people to build wealth (positive net worth), the ability to transact and make 
payments (accessibility), generating surplus income for savings (positive cash 
flow), improved credit scores (to reduce the cost of accessing credit) and 
appropriate risk mitigation through insurance.  

This broader definition of financial inclusion is effectively wealth management 
of the poor. Low-income people should be encouraged to identify themselves 
as owners, savers and investors in the economy and just as consumers. 
Financial inclusion then means promoting citizens to also think about acquiring 
their own wealth to stop inter-generational poverty. 

Access to credit is a big factor for financial inclusion, but debt must be 
structured in a way that doesn’t disadvantage the borrower. Financial 
inclusion policies must take into account “adverse inclusion” – a situation in 
which people gain access to credit that they cannot repay and end up worse 
off than they were before being financially included. 

 

Pillar Two – Extending access to financial services 
for SMMEs 
Priority 9: Improve access to credit by building credit 
infrastructure for small businesses 

Priority 11: Use of transaction accounts and payment 
services by SMMEs   

Priority 12: Suitable insurance for SMMEs  
The importance of SMMEs in South Africa’s economy cannot be emphasised 
enough. They are essential for job creation, generating taxes and delivering 
goods and services far and wide to all citizens. Estimates are that over 2 million 
businesses are informal and thus unable to access credit from formal lenders. 

 
4 See Mandy De Waal’s Business Maverick article: “National savings ‘lottery’ – an idea whose time 
has come. Again” 
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In our opinion, the problem starts with the National Credit Act (NCA). These 
businesses do not generate financial records, payslips or three months’ bank 
statements. Their owners cannot access credit without these basic documents 
since lenders must undertake affordability tests prior to issuing loans. 
Meaningful access to credit cannot be done unless the NCA is amended for 
informal businesses and their owners. 

A second challenge is the lack of credit data for informal SMMEs even though 
they may have trade accounts with large wholesalers. We encourage 
National Treasury to consider amending the NCA to include trade credit data. 
The benefit to SMMEs is that they will be able to use their good conduct with 
one creditor to access loans from another.  

In our research, we’ve uncovered noteworthy efforts to extend financial 
services to informal SMMEs. The overt intentions are noble, but there are 
unintended consequences that policymakers should address. There are a 
number of examples, but we will illustrate the point with Standard Bank which is 
working with Merchant Capital (a lender using alternative credit scoring) and 
Nomanini (a stock management and payments platform). This new lending 
system integrates stock management and point-of-sale systems to build data 
that is used to enable lending decisions. The bank provides the business with 
transactional banking account, loans and insurance as needed. This means 
that business operations are deeply integrated into a system supplied by the 
lender and its technology partners. Business owners benefit not only from 
access to finance, but from the ease of access to much better internal 
business data including automated financial statements that were too 
cumbersome and too expensive to generate in the past. For the business 
owner, capital can be made available automatically delivering major 
improvements to liquidity challenges. The problem is that other banks or 
lenders will not be able to compete for the loan since the lending data on 
which the decision is made is essentially proprietary to the lender. The business 
owner cannot use that same data to access alternative loan options from 
other lenders. We urge National Treasury to examine this issue in more detail to 
develop regulations that encourage transparency and interoperability 
between services for the benefit of SMMEs. In particular, credit bureaux should 
be given access to the data generated in this closed-loop systems for SMME 
owners to access credit from any lender. 

 

Priority 10: Broaden the range of financing instruments 
available to SMMEs 
It is important to clarify the connection between the appropriate capital 
structure and the financial instruments that meet the financing needs of 
SMMEs. Broadly, SMMEs can be divided into low-growth (those that employ a 
small number of people including the owner, operate in sectors with low 
barriers to entry and require few skills to operate) and high-growth SMMEs 
including startups and scaleups that often create new intellectual property 
and are expected to reach scale in a relatively short time. They are central to 
government’s Fourth Industrial Revolution ambitions, can ensure 
competitiveness globally and contribute to high-skill job creation. In order to 
achieve the scale and pace of growth, high-growth SMMEs require unique 
support and financing at different stages such as seed and growth capital. 
These two groups of SMMEs have different financing needs at different stages. 
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For both types of SMMEs, early startup capital often comes from family and 
friends. This disqualifies many previously disadvantaged individuals from 
establishing their own businesses. We encourage the creation of a fund that 
supports both low and high-growth SMMEs initially through conditional grants. 
Examples of successful programmes are YouWIN!5 from Nigeria and Uganda’s 
Youth Opportunities Programme6 in which young people were given grants to 
use in their businesses.  
 
After the initial funding, low-growth SMMEs then need loans in order to 
continue operations. Amending the NCA as we suggest above can enable 
many more business owners to access formal loans. High-growth SMMEs on the 
other hand require large sums of money and attract investors who are willing 
to take on risk for market-beating returns.  
 
In SA, high growth SMMEs, are already supported by the local venture capital 
providers. VC investors have supported local firms with almost R1.23bn in 2019. 
Even at this level of investment, it is not enough to propel high-growth SMMEs 
to reach their full potential on a global scale. These businesses often have to 
seek international capital and partnerships to support their growth and 
international competitiveness. Local founders and their investors are facing 
major hurdles that inhibit their ability to contribute to the country’s growth. Their 
challenges are mainly linked to capital raising: 1) Exchange controls disallow 
loop structures where businesses establish establishing corporate structures with 
domestic firms owning shares in a foreign holding company that in turn owns 
local subsidiaries. 2) Restrictions on transferring intellectual property are unduly 
onerous adding, delays and costs, if not altogether putting off investors.  
 
We propose the following solutions to unlock the full potential of high-growth 
SMMEs: 1) Implement the lifting of the loop structure restrictions in the 
exchange control laws7 from 1 January 2021 as was announced in the MTBPS 
in October 2020. This is consistent with standard practice internationally, and 
will allow South African high-growth SMMEs to own unlimited shares in foreign 
holding companies that in turn own shares in South African firms. 2) Reform of 
the intellectual property exchange controls so that high-growth SMMEs report 
transactions rather than obtain permission beforehand. 
 
Furthermore, the South African funding landscape for SMMEs is highly 
fragmented. We propose an integrated structure that draws on different pools 
of capital to finance different points of the overall SMME ecosystem. The main 
characteristic of this structure would be:  

1. Centralised coordination and planning of sectors that provide the best 
long-term sustainability for jobs and international competitiveness  

2. Development of a venture capital function that would support new 
SMMEs in the form of loans or equity, and grants and microcredit;  

 
5 McKenzie, D., 2015. Identifying and spurring high-growth entrepreneurship: Experimental 
evidence from a business plan competition. The World Bank. Available 
at: http://documents.worldbank.org/curated/en/210491468178154286/pdf/WPS7391.pdf [Accesse
d 16 March 2020].   
6 As described in the evaluation conducted by Blattman et al, 2019) Blattman, C., Fiala, N., & 
Martinez, S., 2018. The long-term impacts of grants on poverty: 9-year evidence from Uganda's 
Youth Opportunities Program. National Bureau of Economic Research Working Paper No. W24999.  
7 See the Explanatory note on financial sector MTBPS announcements here. 
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3. Standardised M&E (including financial data to monitor sustainability) 
across all SMME support services such as hubs, incubators and 
accelerators with transparent data collection and information 
dissemination. 

 

Pillar Three – Leverage a more diversified 
provider and distribution base 
A transformed financial sector that diversifies and strengthens the provider and 
distribution base for financial services will further support financial inclusion. 
National Treasury realises that the concentration of the major banks and 
insurance companies have always been towards middle to upper-income 
individuals and businesses. The reality is that SMMEs need to play an active role 
in the country, not only for financial inclusion but the essence behind it, the 
growth of the economy. 

In order not to repeat comments and suggestions we’ve already made; we’ll 
simply highlight those in the document that are relevant for the priorities in this 
pillar. 

Specifically, we draw your attention to the following:  

1. Priority 13: strengthening the financial co-operatives and 
developmental microfinance sector – see Pillar 2, Priorities 9 and 10 – 
here we show how appropriate funding can support the growth of 
SMMEs; co-operatives and microfinance lenders would benefit from 
these financial instruments 

2. Priority 16: leveraging fintech disruptors to promote and support 
financial inclusion – See Pillar 2, Priorities 9 and 10 on how these can be 
funded and supported, see Pillar 2 Priority 10 for a discussion on 
interoperability which is a key enabler for new entrants and to 
encourage competition. 

 

Conclusion 
We believe that it is of the utmost importance that National Treasury 
implements the proposals in this policy document. It is our sincere hope that 
our analysis, suggestions and comments will strengthen the strategies outlined. 
We note with great interest the desire to implement monitoring and evaluation 
framework for financial inclusion. Data of this nature will allow robust evidence-
driven policy development while measuring the country’s progress toward 
greater financial inclusion. While there are already some good resources for 
this globally such as the World Bank’s Findex, none collect the kind of data that 
would support the complete strategy outlined in this policy document. They 
certainly do not measure financial inclusion in the context of “improvements in 
the quality of life” for low-income South Africans. It is this objective that should 
be the pilot light for any financial inclusion strategy. 
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We are at your disposal if you have any questions on our submission or require 
more information. We hope to see the proposed projects come to fruition as 
you develop the National Financial Inclusion Strategy.  

 

Kind regards, 

      

Dr Graunt Kruger     Tim Sithole 
Director, Head of Strategy Research   Research Analyst 
gkruger@intellidex.co.uk    tsithole@intellidex.co.za 
                  

 


