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Country: South Africa 

Social and Economic Background in South Africa
According to the World Bank, in 2003, South Africa had a population of 46 million people, 64% of whom were between the ages of 15 and 64. Eleven percent of South Africa’s population lived under $1 per day and 34% lived under $2 per day in 2000, based on World Bank World Development Indicators. The unemployment rate of the total labor force, another indicator of wealth, was 29.7% in 2003, according to the International Labor Office (ILO). In the same year, the informal sector was 28.4% of gross national income (GNI) and PPP-adjusted GDP per capita in terms of current international dollars was $10,346, a 2% increase from $ 10,136 in 2002, according to the World Bank. Regarding income equality, according to the United Nations, the GINI index for South Africa in 2001 was 59.3. 

The currency of South Africa is the Rand (R). The average exchange rate was R10.52:US$1 in 2002, R7.56:US$1 in 2003 and R6.45:US$1 in 2004, according to the Economist Intelligence Unit (EIU). With respect to the money supply, the World Bank and OECD estimate that South Africa’s M2/GDP ratio was 0.61 in 2003. South Africa received $820 million in net FDI inflows and $625 million in foreign aid and development assistance (both in current USD) in 2003, according to the IMF and OECD.
The Financial Sector Assessment Program (FSSA) of the World Bank and IMF was completed in South Africa.
Doing Business in South Africa
According to the World Bank Doing Business database measurements in 2004, entrepreneurs were required to go through nine steps to launch a business, at a cost of 9.1% of GNI per capita. Registering property required six steps. It cost 11.3% of GNI per capita to create collateral, compared with the regional average of 13.2% and the OECD average of 4.9%. Government protection of investors and business owners in South Africa, as measured by the Disclosure Index, was six on a scale of zero to seven. 

South Africa scores five on a scale from zero to six, on the World Bank’s Credit Information Index rating. A private credit registry covers 636 borrowers per 1,000 adults and no public credit registry existed as of the 2004 World Bank study. 

Regulatory and Legal Environment of South Africa
According to the World Bank, in South Africa, it takes 26 procedures and 277 days from the time a plaintiff files a lawsuit to when he/she is actually compensated. The cost of enforcing contracts in terms of legal and court fees 11.5% of the value of the overdue debt. Filing bankruptcy takes approximately two years with a cost of 18% of the estate value. The recovery rate for creditors in South Africa is $0.32 per USD. 

According to Patrick Meagher and Betty Wilkinson from the IRIS center at the University of Maryland, the South African government and civil society have viewed microfinance as a useful tool for ending the pervasive and lingering effects of the apartheid era. To develop the microcredit sector, the Micro Finance Regulatory Council (MFRC) was established under the Usury Act Exemption Notice of 1999. The MFRC has helped to create a formal structure under which MFIs may register in order to set interest rates beyond limits originally established in the Usury Act.  According to Patrick Meagher and Betty Wilkinson from the IRIS center at the University of Maryland, the Exemption Notice helped to transform a sector that had been previously dominated by informal banking mechanisms, such as pawnbrokers. Institutions lending more than $1,466 payable or for periods longer than 36 months are not included in the Exemption Notice, and instead may be required to register under the Banks Act with the Reserve Bank of South Africa.  According to the Consultative Group to Assist the Poor (CGAP), MFIs are prohibited from the retail or wholesale collection of deposits, retention of bank cards and PIN numbers.

CGAP reports a Savings and Credit Cooperative (SACCO) must be a member of a self-regulatory body approved by the Registrar of Banks, the Savings and Credit Cooperative League of South Africa (SACCOL). SACCOs must comply with the requirements of the Exemption Notice. Otherwise, their deposit-taking business falls under the definition of a bank and they must apply for a banking license. 
MFIs and Commercial Banks’ Involvement in South Africa
According to the 2003 annual report of MFRC, there are 9 banks registered under MFRC in South Africa. CGAP reports 1,354 MFIs in South Africa. MFRC also reports there were 5.5 million loan accounts with a loan amount of US$2.1 billion in 2003

MFIs and commercial banks in South Africa have responded to the call to increase services to the poor. However, there is still a need to target the poorest of the poor in the informal economy, according to Patrick Meagher and Betty Wilkinson’s report. 
Micro Enterprise Alliance (MEA) is a microfinance network founded in 1994. It provides capacity building, information dissemination and policy advocacy services to its 61 members, according to the SEEP network.
National Committee activities in South Africa
South Africa is in the process of establishing a National Committee. The country is participating in activities under the International Year of Microcredit. It is building capacity through training workshops for young people, women and students. The National Committee is implementing  the Global Microentrepreneurship Award (GMA) in 2005 and holding exhibitions, competitions, and conferences throughout the country. South Africa is also initiating an exchange of communication with the Department of Trade and Industry (DTI). A seminar was held in March 2005 in Pretoria with the participation of the Departments of Economic Development and Tourism to address the challenges faced by microfinance institutions and share success stories as well as best practices. 
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