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Executive Summary  

The banking industry in South Africa is largely robust, and there happens to be significant 

hindrances in the lending credit by the banks. The report dealt with the challenges faced by the 

banks in South Africa in terms of credit card operations and returns. The issues primarily 

comprised of problems in issuance of credit cards by South African comprise of the issues faced 

by banks in terms of recovery, credit growth, and security matters. Even after consistent growth 

in the banking sector, credit rating agencies had downgraded the banks in South Africa that are 

operating in unfavourable climate of unsuitable commodity prices, low consumer demand, and 

increasing rate of unemployment. The major problems had been identified as weak credit 

growth, delinquency rates for credit cards, security risks.  

The process-people-technology-information framework indicated that the South African banks 

will have to ensure that the right people are engaged, adoption of the right process, along with 

the right technology for the management of the given workload and responsibilities. Later on in 

this project, the researchers have included a brief discussion about the recommendations for the 

banks and financial institutions in South Africa. In Part 2, the researcher has discussed a plan that 

can be implemented in the financial institutions and banks of the SA.  

The effectiveness of each of the plans, their resources and schedule have been included in this 

plan. In the following section of this project, the researcher has provided an accurate reflection of 

the scopes and approach that they have learnt from this report. Strength and weakness of each of 

the approaches and the strategies by which the vulnerabilities can be mitigated have been 

included in this project. 
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1. Introduction 

The South African banking industry retains the total assets of R5.14 trillion, which is mostly 

concentrated in the five largest banks of the country. The present report focuses on the 

challenges faced by the banks in South Africa in terms of credit card operations and returns 

(Asongu and Biekpe 2018).  

It seeks to undertake an overview of the banking industry in South Africa in reference to the 

issues faced by those entities in the functioning, revenue generation, and other associated factors 

related to the same.  

In South Africa, there are multiple credit card accounts that include its own value propositions. 

Such value addition ranges from rewards, to combine with other options such as transactional 

accounts as well as attractive interest rates. Even though such credit card accounts attempt to 

differentiate from other on the basis of interest rates, more often than not, it does not amount to 

be constant, and the same is customized for each banking customer on the basis of their profile of 

credit. However, the challenges in inherent to credit card, from the perspective of the banks 

prove to be more or less similar (Barker et al. 2015). The problems or the challenges relating to 

the issuance of credit cards by South African comprise of the issues faced by banks in terms of 

recovery, credit growth, and security matters. It also includes the reservation harboured by 

customers in terms of the fine prints of the credit card offered to them. The customers are more 

likely to incur higher cost on account of such fine prints. The South African Banking Risk 

Information Centre has indicated that R4.5 billion approximately to credit card fraud.  

The author seeks to determine the problems with respect to the issuance of the credit card by the 

South African banks and the problems faced by the banking industry altogether. In such a 

context, the South African banking industry will be assessed as a whole in reference to the 

mentioned topic (Bussin 2015).  

The report focuses on the contextual factors of determining the structure and scope of the system 

within the banking sector. It would also include the associated issues in connection to the credit 

system. With the identification of the factors leading to the problems being faced by the banks, 

the report proposes an actionable recommendation for the mitigation of such issues. 
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2. Part 1 

2.1 Structure and scope of the system 

The banking industry in South Africa possesses a robust banking system, in general, which 

backed by a strong regulatory and legal framework. Such structure has allowed the banking 

industry to offer a host of services such a merchant banking, retail, commercial as well as 

investment, insurance, and mortgage lending among others. However, in spite of such potential, 

the unstable political climate hinders the growth of the industry. It is limiting normal operations 

of banking businesses and investment scopes, which are further leading to lower returns for the 

South African banks. It has been indicated by credit rating agencies that the banks in South 

Africa are operating in a largely unfavourable climate of unsuitable commodity prices, low 

consumer demand, and increasing rate of unemployment. The credit rating agencies have also 

downgraded the local currency. It has led to the increased funding cost being offered by banks, 

which has passed on the pressure to the consumers. Such high borrowing costs area deterring the 

consumers form availing of loan from banks, and the consequent uncertainty has adversely 

affected the growth of the banks, and correspondingly, the economy as well.  

 

Figure 1: South Africa private credit extension 

(Source: Christensen and Upper 2017) 
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Figure 1 shows evidence of the indications provided by South Africa’s largest lenders reporting 

on the first half results against the background of steep hike in taxes and price of gasoline, high 

rate of unemployment and slowdown in the economy. The banks may have been able to secure 

their expenses from the improvement of its loan collection. However, such benefit that has been 

accrued proves to be insignificant in the context of static credit growth. Industry reports indicate 

that a subsequent run of sub-par top line growth would eventually lead to a decline in the 

earnings of banks in 2019 itself, with the mounting of cost pressures. It is incumbent upon South 

African banks to increase its lending in the retail segment of the market. It is this context that 

lending through credit card becomes important along with the mitigation of the emergent issues 

(Cohen et al. 2019). 

2.2 Problems with the factors 

The issues that are faced by the South African banks in terms of operations of its credit cards 

have been indicated below.  

2.2.1 Weak credit growth 

New account originations had reduced significantly in the fourth quarter of 2018 due to 

substantial unsecured consumer lending products, which includes credits cards as well as 

personal loans. However, it has been noticed that new card account limits and originated loan 

balances had witnessed a significant increase on a year-over-year basis. Industry reports indicate 

that the lenders have issued newer unsecured accounts at much-reduced rates in the fourth 

quarter of 2018 as opposed to the same quarter in 2017. The data indicates that the origination of 

credit card has decreased by 15% on a year-on-year basis, but the bank issued personal loan 

originations reduced by 0.5% over the same period duration (Wanke et al. 2017). The factor 

behind such development may be attributed to changing economic conditions, in which the 

lenders have altered their origination strategies for providing greater focus on low-risk consumer 

(d’Errico et al. 2017).  
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Figure 2: Loan origination percentage 

(Source: Galpin 2019) 

Figure 2 indicates that the delinquency rates in case of unsecured lending products have led to 

the mixed performance of over the previous financial year. There has been severe delinquency in 

case of credit cards which has been measured in terms of the percentage of card accounts which 

are in arrears for three months or more. It reduced to 11.6% towards the end of 2018, which 

indicate 160 basis points improvement in the similar quarter of 2017.  

2.2.2 High delinquency rates for credit cards 

Even with the overall credit may seem to have abated with a significant extent, but the economy 

is shrinking in real per capita terms, which are reflecting on the increasing higher default rates 

among the poor majority. There are incongruities in the development of the banking sector in 

South Africa. The credit bureau data put forward by the National Credit Regulator indicates a 

decrease of impaired credit records. It has been recorded that 39.1% of credit consumers had an 

account overdue, which is held to be significantly less in recent years. However, the weak links 

are becoming evident with a significant portion of the population's debt, not reflecting on the 

statistics. The formal credit card data has been long overdue, and the amount of debt arrears is 

inching towards R18 billion marks (Hussain et al. 2018).  
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2.2.3 Security risks 

There exists immense fraud risk in case of credit card security. This holds true for both retailers 

and consumers as well. It makes the banks responsible for addressing the problems that arise on 

account of the security risks.  The major security breaches include cloning and skimming of 

credit cards (Von Solms 2016). It becomes particularly frequent during the peak holiday seasons. 

The security issues of the credit card are particularly important as the losses are also attributed to 

the credit cards being frequently used by criminals in African countries suffering from internal 

strife such as Zimbabwe, Namibia, Botswana, Kenya, and Lesotho. Such a situation becomes 

further aggravated with the fact that merchants are registering their businesses in other 

jurisdictions for the circumvention of rules that finds application in South Africa (Javidroozi et al 

2016). The major kind of credit card fraud in the country is the card-not-present (CNP) fraud, 

which contributes to almost 66.8% of all the fraud cases, which is followed by counterfeiting of 

cards. In the case of the CNP fraud, it involves a fraudulent transaction wherein neither the 

cardholder nor the card was present during the conduction of transactions (Makina 2017).  

 

Figure 3: Percentage distribution of fraud type on credit cards
i
 

(Source: Maruping et al. 2019) 
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2.3 Application of Process-People-Technology-Information framework 

 

Figure 4: People Process technology framework 

(Source: Matemilola et al. 2015) 

The initial framework primarily comprised of only people, process, and technology with 

information being the latest addition. The South African banks will have to ensure that the right 

people are engaged, adoption of the right process, along with the right technology for the 

management of the given workload and responsibilities (Van Niekerk 2017). Information or data 

also becomes crucial, especially in the context of fraudulent activities associated with credit 

cards. Accurate information or data is extremely crucial for establishing the correct Key 

Performance Indicator. It will enable the banks to make informed decisions which would help in 

addressing the issues that have been fostering the South African banking industry, especially in 

relation to the credit card (McCargo et al. 2019).  

  



 The Essay Assignment Help 
 

 

9 

 

2.4 Recommendations 

Following recommendations can be made to the baking and financial companies in SA against 

the credit card challenges: 

 Empowering the employees with consistent and up to date information regarding the 

changing technologies and strategies of banks in other countries. 

 By improving the customer care services and making them understand each and every 

detail should provide the banks to attract more number of customers. 

 Allowing the customers with self-service activities can also increase the companies 

efficiency to reduce the challenges faced in credit card 

 Providing real-time services to the customers seamlessly for the banking services and 

involving in the external market affairs can increase credit unions for the customers. 

 Educating the customers with financial literacy and providing them with adequate 

knowledge of the importance and benefits of credit cards can help the SA banks to retain 

the existing customers and attract new customers in their business process.  
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3. Part 2: Presentation of the implementation plan 

The implementation plan that might be included to reduce the credit card challenges in South 

Africa is provided below: 

Relevant 

contextual 

factors 

Scope of work Overall 

implementation 

strategy 

Implementation 

schedule 

Resourcing 

Unsecured 

consumer 

lending 

products 

Advanced 

technology can 

reduce the 

chances of 

fraudulent 

transactions 

and process 

mislead
ii
 

The transactions of 

a particular 

account can be 

linked to the 

emails and contact 

number of the 

customer. These 

must be again 

linked with the 

central system hub 

of the bank. 

Once the pressure 

of the year-end is 

completed, the 

companies can 

implement these 

strategies by the 

end of March 

The companies 

might recruit 

trained labours 

and analyse the 

views and 

opinions of the 

experts 

working in the 

financial 

industries of 

other countries.  

Increased 

higher default 

rates in a debit 

transaction  

Skimming and 

cloning of the 

credit cards can 

be analyzed by 

text messages 

and emails to 

the respective 

card holder 

The amount that is 

being used by the 

customer via credit 

card and the 

amount left to use 

must be informed 

to them by several 

online and offline 

means 

This strategy can 

be scheduled along 

with the previous 

plan.  

The companies 

should spend 

more amount 

of money in the 

share market 

and compiled 

with more 

substantial and 

midsized 

companies to 

get the 

resources. 

Fraudulent Improvement in This strategy can This schedule can Advertisement 
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transaction the plan 

collection 

procedure can 

help the 

customers to 

get proper 

guidance about 

the fraudulent 

transactions.   

be implemented by 

empowering and 

making the 

customers learn 

about the advanced 

techniques to 

reduce fraudulent 

transactions. 

Linking all the 

bank accounts with 

mobile and emails 

can significantly 

reduce fraudulent 

transactions.  

be implemented 

when most of the 

customers are free. 

Night classes, 

street shows, 

community 

involvement and 

family 

involvement can 

be done during the 

summer vacation 

or winter vacations 

of the customers.  

and significant 

volume 

communication 

would need 

very fewer 

resources. The 

banks can 

gather human 

resources by 

training the 

local people 

about the cases 

and involving 

them in the 

community and 

family 

empowerments.  

 

Table 1: Implementation plan 

(Source: As created by the author) 
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Risk management 

Assessment of risks Managing those risks 

Security risk Security risk can be managed within SA banks and financial institutions 

by embracing financial technologies.  Providing the customers with the 

mobile payment options advanced biometrics can reduce their time in 

banks 

Technical risk Empowering employees within the organization with proper training 

about the techniques and machines can increase the productivity and 

profit of the financial institutions in SA.  

Table 2: Risk Management plan 

(Source: As created by the author) 

Models and frameworks 

Triple bottom line 

The triple bottom line is an advanced accounting framework that provides idea about the 

improvement of social, economic and environmental factors within an organization. In the 

banking and financial industry of SA, the triple bottom line can be implemented by initiation 

people process technology framework. Assigning the workload to the most appropriate person 

will automatically increase the ability of the company to increase its internal work culture. 

Advancement in the technology will automatically increase the work efficiency in these 

companies (Motelle and Biekpe 2015). By providing training to the employees regarding the 

advanced technologies, the companies would be able to increase productivity and overall profit. 

Once, the internal machinery is made advanced, and the banks might collaborate with the 

technical machinery reusing companies. The computer systems that are not used in the company 

can be provided to them. Moreover, using minimum papers will also share a sizeable 

environmental responsibility of the company. Although the triple bottom line framework is used 

in the traditional mode of business, involving this framework may bring a broader definition to 

the profit and loss segment to the respective banks (Mthethwa et al. 2016). 
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VRIO framework 

A sustainable model of competitive advantage can be obtained very precisely with the help of 

VRIO framework. The framework mainly aims towards the valuable services, rare services and 

Imitable services of an organization (Mungai and Bayat 2018). By analysing each of the services, 

the companies are able to display their most valuable services in front of the customers and work 

in the care services. This will increase customer attraction and retain the market consistency of 

that particular company. The most relevant example of VRIO framework in the banking industry 

can be seen in the case of HSBC. The company provides personal loan to the customers, and 

their terms and conditions are much more comfortable than its competitors (Nyasha and 

Odhiambo 2015). Therefore, the company always displays the profitability of its personal loans 

to its customers. Within the organizational function, credit card services are very week. 

Therefore, the company always tries to make considerable changes in regards to its credit card 

services. Similar strategies can also be implemented in the banks and financial organization of 

SA to strengthen their abilities and improve their disabilities.  

 

Figure 6: The VRIO framework 

(Source: Simatele 2015) 
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4. Reflection 

Strengths and weaknesses of the process and system approach 

4.1 Strengths 

From the discussion made in this project about the bank risks and challenges while offerings 

credit cards, I got to know about the ways in which the overall procedure for a credit card is 

practiced in a bank. The major strength of the process and system approach is that loans from the 

banks are usually drawn interest free. Moreover, the monetary rewards that are provided by the 

banks after the clearance of the loan become an additional benefit for the customer. 

4.2 Weaknesses 

However, by studying the process and system approach, the greatest weakness that can be 

evaluated is the chances of the increase of debt from the respective bank. Decreased rate on the 

credit card can influence the customers from applying credit card request from the bank in future. 

Moreover, I also understood that the limited usage of the credit card is very risky. Restriction in 

the usage can bring a customer to face difficulty while buying goods and services.  

4.3 Influence of MPS module 

Earlier my thinking about the management was the use of credit cards is more effective than 

using debit cards. Credit scores and without interest loans that are achieved by the customers is 

very much influential. However, after analyzing and evaluating this MPS module, I got to know 

that the possibilities of debts are much higher in the case of credit cards. Moreover, the failure of 

the bank to maintain the balance between the market score and the bank rates, usage of credit 

cards can directly impact the customers. 

4.4 MPS in the future 

In future, I will try to know about each and every detail of the offers, terms and condition of the 

banks offering opting for credit card services. Analyzing the past records of the company and 

determining its scorecards in the market rate will help me to determine the effectiveness of the 

company. The norms and processes that banks use to provide credit services to the customers are 

also well known to me after learning the MPS module. Therefore, even if I use credit cards, I 
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will try not to face debts and reduced credit score. This might impact my overall account 

balance, and I may face difficulties while applying for further credit card requests to the bank. 
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5. Conclusion 

From the above discussion, it can be concluded that although for regular customers, using credit 

cards is much more convenient and simpler. But several difficulties are faced by the banks while 

providing credit card services to the customers. Due to the harden difficulty in the economic 

environment of South Africa, the rate of credit card usage and applications for personal loans has 

decreased in South Africa. This ultimately resulted in a dramatic increase in the rates of 

Delinquency. Several factors impact upon this credit card generation problem in SA banks. The 

implementation process and plan that has been provided in the last section of this report has 

shared a basic detail about the ways in which these problems can be mitigated from the banks 

permanently and analyzing different measures that might bring effectiveness in the credit card 

generation in the banking industry in South Africa.   
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Appendix: 

Appendices 1: Triple bottom line framework 

 

Figure 5: The triple bottom line framework 

(Source: Van Niekerk 2017) 
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