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Email: scleary@legalaid.qld.gov.au

Productivity Commission — Gambling Inquiry
PO Box 80
BELCONNEN ACT 2616

Dear Sir/Madam,

FRINGE LENDERS AND PROBLEM GAMBLERS

We note that the Productivity Commission is currently reviewing the Gaming industry,
and that one of the issues raised in the Interim Report was that of loan sharking. We
understand that the date for submissions may have closed but hope that you will
nevertheless accept these submissions.

The Consumer Protection Unit at Legal Aid Queensland advises and represents
consumers across the state in relation to, among other things, consumer credit matters.
We have close links with the financial counselling movement. Drawing from this
experience we wish to make some comments on the growing “fringe” consumer credit
market in Queensland, and particularly in the South East corner.

Loan Shark Lending

In May this year the Office of Fair Trading released a Report — “Fringe Credit Provider.
A Report and Issues Paper” — which dealt with the “loan shark” phenomena in South
East Queensland — that is a network of men giving small loans of usually between $500
and $2000 at extremely high interest rates in excess of 160%. We enclose a copy for
your information.

You will note that the Fair Trading Report, in assessing causes for the increase in loan
shark activities (and the fringe credit market place more generally), pointed to a range
of possible factors, including “changes in gambling patterns” (see p15 of the Report).
The Report, in its data-collection phase, did not specifically ask borrowers whether the
reason for their having to borrow from a loan shark was related to a gambling problem.
You will see on page 8 of the Report, however that over 60% of people described the
purpose of the loan as either “household bills” or other personal expenses’. Itis very
difficult in a study of the nature of that conducted by the Office of Fair Trading, given the
extreme reticence many problem gamblers have in disclosing that problem, to gather
reliable information on the impact of gambling on borrowers turning to loan sharks.
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Some of the links between problem gamblers and loan shark borrowing are, however,
revealed anecdotally. This Office has advised in excess of 70 people who have
borrowed small amounts of money from loan sharks for personal use. A significant
number of the people we have assisted, have, in the course of handling their debt
problem with the loan shark, disclosed that they have gambling problems. They told us
that they have turned to the loan sharks for money either to gamble immediately, or for
cash to pay for living expenses, their income having been previously lost in gambling.

One man entered into six loans totalling $11,500 with a loan shark over a 6 month
period, paying one loan off before entering into another. Another woman entered into 3
loans with a loan shark to fund her gambling on poker machines, while a second
woman and her husband entered into more than 6 loans with a number of fringe lenders
(inciuding loan sharks) to finance, partly, her gambling problem.

Problems associated with loan shark borrowing include:

e The ease of obtaining credit — with no reliance on CRL checks (etc);

e The fact that the loans, and the loan sharks, do not comply with the consumer
protection provisions of the Consumer Credit Code

e Enforcement procedures which are commonly unlawful and include threats — veiled
or direct - to the personal safety of borrowers or their families’, as well as other
forms of intimidation.

The increase in the “fringe” consumer credit market can be seen not only in the
emergence of the loan sharks identified in the Report by the Office of Fair Trading, but
in the establishment in the marketplace of a range of other types of fringe credit
providers. These types include lenders of personal loans of up to $2,500 which attempt
to comply with the Consumer Credit Code, businesses which promote themselves as
lenders but in fact merely give advice to people on how to fraudulently change their
identities so as to obtain credit under a new name, and the most recent entrants in the
marketplace — “pay day” lenders.

“Pay-Day” Loans

A number of these so-called “pay-day” lenders have commenced operations in
Queensland recently, and adopted American small loan lending practices for amounts
of between $100 and $1000. These loans promote “instant cash”, or approval times
which it has been observed allow people to borrow, literally, between races at the TAB.
The pay-day lenders give advances on pay, or give advances on cheques, while taking
a sizeable fee as profit.

Summary
While the consequences for problem gambler borrowers may include intimidation and

physical threats in the case of loan shark loans, what is a common consequence of
borrowing from any fringe credit provider, including loan sharks, is that a person’s debt
problem is likely to be magnified rather than relieved. The personal and wider social
ramifications of falling into unmanageable debt are manifold, and have been discussed
at some length in the Productivity Commission’s recent report on Gaming.
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Recommendation

The relationship between problem gambling and the proliferation of fringe credit
providers in South East Queensland is a matter which ought to be the subject of future
research. We urge government to ensure that this research is undertaken in order to
assist the development of strategies to best protect problem gamblers and their families
from the increased financial burdens of loans from fringe credit providers.

We would be happy to discuss any of the matters raised in this letter with you.

Yours faithfully,
LEGAL AID QUEENSLAND
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