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BUY NOW PAY LATER AND ITS INTERSECTION WITH FAMILY
VIOLENCE: PREVALENCE AND PREVENTION

VIVIEN CHEN,* JOZICA KUTIN** AND ROSLYN RUSSELL***

Buy Now Pay Later (‘BNPL’) has gained traction particularly
among young Australians as a smart, interest-free ‘way to pay’. Yet,
digitalisation, easy access to credit, and the lack of friction have
heightened the risks of financial abuse. Coerced BNPL debt continues
to increase, and survivors’ attempts to extricate themselves from such
debt are fraught with difficulty, causing survivors long-term harm.
This study employs a dual method approach, namely a survey and
interviews with financial counsellors, revealing that 14.6% of clients
who had BNPL debt were coerced into debt by perpetrators who
weaponised BNPL platforms and their underlying legal frameworks.
We identify systemic weaknesses in existing regulatory frameworks,
and propose policy reforms to mitigate the harm. Through ‘safety by
design’, BNPL providers can take preventative measures to reduce
the risk of financial abuse and foster better outcomes for survivors.

I INTRODUCTION

Buy Now Pay Later (‘BNPL’) is marketed as a smart, interest-free ‘way
to pay’ by instalments, and has gained traction particularly among young
Australians who are its highest users.' The product allows consumers to have
the item or service they are purchasing by paying a proportion, usually a quarter,
of the purchase price upfront, while the remaining amount is paid via several
instalments over an agreed period of time. BNPL transactions in Australia were
valued in 2022-23 at $19 billion, with almost a third of Australians having
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used BNPL in 2022-23.> While the product has become mainstream, financial
counsellors and community lawyers are reporting an increasing number of
clients experiencing BNPL-related financial abuse.’

Although economic abuse is recognised as a form of family violence, and is a
criminal offence in Tasmania and New South Wales, it remains poorly recognised
in the community.® Nonetheless, emerging studies indicate that it affects 78%
to 99% of women seeking assistance from family violence services,” and poses
significant barriers to survivors’ capacity to leave violent partners.® In April 2024,
Prime Minister Anthony Albanese declared that Australia is facing a ‘national
crisis’ of violence against women.” On average, one woman a week is killed by
her intimate partner, and family violence is the leading cause of homelessness for
women who have children.*

Coercive control through debt has been known to escalate after the relationship
has ended, undermining survivors’ financial security for years after they have left
the perpetrator.” At times, homelessness and inability to make ends meet compel
survivors to return to violent relationships. The National Plan to End Violence

2 Reserve Bank of Australia, Payments System Board (Annual Report, 2023) 24 <https://www.rba.gov.au/
publications/annual-reports/psb/2023/the-evolving-retail-payments-landscape.html>.

3 Economic Abuse Reference Group, Submission to Treasury, Regulating Buy Now Pay Later in Australia
(16 December 2022) 1-2 (‘EARG Regulating BNPL Submission’); Good Shepherd, Safety Net for Sale:
The Role of Buy Now Pay Later in Exploiting Financial Vulnerability (Report, November 2022) 2 (‘Safety
Net for Sale’). Financial abuse in the context of intimate partner violence refers to one partner controlling
or restricting, exploiting, or sabotaging the economic resources of the other partner: Jozica Johanna
Kutin, Roslyn Russell and Mike Reid, ““I Didn’t Even Know It Was a Thing”: Australian Young Adults’
Experience of Economic Abuse’ (2022) 37(6) Health Promotion International 1, 2 <https://doi.org/
10.1093/heapro/daac152>. Financial abuse is a form of economic abuse, and the terms are often used
interchangeably in the literature: Judy L Postmus et al, ‘Economic Abuse as an Invisible Form of
Domestic Violence: A Multicountry Review’ (2020) 21(2) Trauma, Violence and Abuse 261, 262 <https://
doi.org/10.1177/15248380187641>. There are subtle differences in that financial abuse tends to have
a narrower focus on individual money and finances, whereas economic abuse is broader and includes
economic resources, such as employment or education.

4 Family Violence Act 2004 (Tas) s 8 (‘F'VA (Tas)’). In New South Wales, coercive control, which includes
economic abuse, is a criminal offence: Crimes Legislation Amendment (Coercive Control) Act 2022
(NSW) s 54F(2)(c). Most Australian states and territories have legislation that includes economic abuse in
their definitions of family violence: Family Violence Act 2016 (ACT) s 8(1)(a)(iv); Domestic and Family
Violence Act 2007 (NT) s 5(2)(h); Domestic and Family Violence Protection Act 2012 (Qld) s 8(1)(c);
Intervention Orders (Prevention of Abuse) Act 2009 (SA) s 8(1); FVA (Tas) (n4) s 8; Family Violence
Protection Act 2008 (Vic) s 5(1)(a)(iii); Restraining Orders Act 1997 (WA) ss SA(1)(b), (2)(g)—(h).

5 Jozica Kutin, Roslyn Russell and Mike Reid, ‘Economic Abuse between Intimate Partners in Australia:
Prevalence, Health Status, Disability and Financial Stress’ (2017) 41(3) Australian and New Zealand
Journal of Public Health 269, 269 <https://doi.org/10.1111/1753-6405.12651> (‘Economic Abuse
between Intimate Partners’).

6 Department of Social Services, National Plan to End Violence against Women and Children 20222032
(Report, 2022) 53 (‘National Plan to End Violence”).

7 Elena Cambell et al, Unlocking the Prevention Potential: Accelerating Action to End Domestic, Family
and Sexual Violence (Report, 2024) 31 <https://www.pmc.gov.au/sites/default/files/resource/download/
unlocking-the-prevention-potential-4.pdf>.

8 Australian Institute of Health and Welfare, Family, Domestic and Sexual Violence in Australia (Report,
2018) ix, xi.

9 Vivien Chen and Jasmine Opdam, Coerced Business Debts: Uncovering Hidden Harms from Economic
Abuse (Report, August 2025) 7-8.
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against Women and Children 2022-2032 emphasises the importance of curbing
financial abuse.” Yet, the Parliamentary Joint Committee on Corporations and
Financial Services’ (‘PJC’) Inquiry into the Financial Services Regulatory
Framework in Relation to Financial Abuse revealed a lack of safeguards against
such abuse in existing financial regulatory frameworks."

Digitalisation, easy access to credit, and the lack of friction have heightened
the risks of financial abuse through BNPL."” Survivors of family violence have
spoken of discovering that they had BNPL debt fraudulently incurred in their
names by partners or ex-partners, only becoming aware of these BNPL accounts
when pursued by debt collectors. Survivors’ attempts to extricate themselves
from such debt are fraught with difficulty.” The Victorian Government Royal
Commission into Family Violence highlighted the persistent hardship that
survivors face due to abusive debts that severely undermine their financial security.
The Royal Commission further observed that ‘the psychological and emotional
toll of attempting to resolve debts at the same time as ensuring their own personal
safety cannot be understated’."

In their report released in December 2024, the PJC underscored the need for
reforms to mitigate the ‘shocking extent of financial abuse in Australia’."” Deficiencies
in the design of credit products and services, and their governing regulatory
frameworks, are among the critical systemic weaknesses that enable financial
abuse to be perpetrated. Despite the calls for regulatory reform on a national level,
new laws introduced to regulate BNPL and other low cost credit contracts largely
overlooked their underlying susceptibility to being manipulated by perpetrators to
exert power and control over survivors.' The eSafety Commissioner highlights the
capacity for internet-based businesses, such as BNPL, to ‘make digital spaces safer’,
protecting ‘those most at risk’, and minimising threats by ‘anticipating, detecting and
eliminating online harms before they occur’.”” The current legal framework allows
credit providers some flexibility to opt for higher levels of consumer protection, and
BNPL providers can reduce the risks of harm from financial abuse by taking steps to
incorporate the principles of ‘safety by design’."

This article considers the adequacy of the regulatory framework for BNPL in
mitigating harm from financial abuse, and identifies initiatives that credit providers

10 National Plan to End Violence (n 6).

11 Parliamentary Joint Committee on Corporations and Financial Services, Parliament of Australia,
Financial Abuse: An Insidious Form of Domestic Violence (Report, December 2024) (‘Financial Abuse
Report’).

12 Friction in this context refers to obstacles that slow down processes, such as requiring customers to
provide more information, or multiple steps that may distract or discourage customers from entering a
BNPL contract.

13 EARG Regulating BNPL Submission (n 3) 1.

14 Royal Commission into Family Violence: Summary and Recommendations (Report, March 2016) 102.

15 Financial Abuse Report (n 11) xxi [1.4].

16  Ibid 80 [3.75].

17 ‘Safety by Design’, eSafety Commissioner (Web Page, 25 September 2024) <https://www.esafety.gov.au/
industry/safety-by-design>.

18  ‘Safety by design’ is a proactive, preventative approach that aims to mitigate risks and embed user
protections in online systems from the outset: ibid.
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can voluntarily adopt to curb the risks and improve outcomes for survivors. To
foster a more nuanced understanding of financial abuse among BNPL users, this
study draws on two sources of data: a survey and interviews with professionals
who assist survivors.

IT BNPL AND FINANCIAL ABUSE

While BNPL has grown phenomenally in Australia and many other countries,
significant concerns have been raised over consumer harm. Marketing strategies
and product design are thought to contribute to consumers’ vulnerability to over-
indebtedness as a result of BNPL use.” BNPL is advertised as an interest-free way
to pay by instalments. Nonetheless, consumers are charged fees when they fail to
make payments on time, increasing the risk of debt spirals.” In addition, many
community and advocacy organisations have experienced the rise of financial abuse
being perpetrated via BNPL. Good Shepherd Australia New Zealand’s (‘Good
Shepherd”) 2022 report observes that BNPL ‘has become an avenue for financial
abuse’ and the ‘rates of coercive BNPL debts appear to be increasing: 53% of
caseworkers report they are seeing it more than a year ago’.”' A quarter of the 33
caseworkers surveyed reported that at least half their clients had been coerced into
BNPL debt by partners or ex-partners.” Redfern Legal Centre likewise observes ‘a
significant increase in clients who have BNPL debts resulting from domestic and
financial abuse. Many of these debts were incurred by their ex-partners opening
BNPL accounts in their name without their knowledge.’” Victim survivors often
do not realise they have BNPL debts in their name until their credit score has been
tarnished or they are pursued by debt collectors.

The increasing recognition of financial abuse through coerced debt resonates
with the growing body of research that calls for a systemic response across
government and industry to mitigate harm from economic abuse.” The Australian
Banking Association’s industry guideline on family violence is among the leading

19 Aaron Gilbert and Ayesha Scott, Problem Debt, Buy Now Pay Later (BNPL) & Young Adults in Aotearoa
New Zealand (Report, August 2023); David Farrugia et al, Young People, Debt and Consumer Credit
(Pilot Study Report, 1 January 2021).

20 A ‘debt spiral’ refers to the increasing indebtedness that occurs when borrowers struggle to repay loans
and fees which accumulate, diminishing the funds available for necessities. Borrowers may take out
further lines of credit to repay existing loans, exacerbating unmanageable debt.

21 Safety Net for Sale (n 3) 2.

22 Ibid 2, 12.

23 EARG Regulating BNPL Submission (n 3) 2.

24 Commonwealth Ombudsman, Weaponising Child Support: When the System Fails Families (Report, June
2025) (‘Weaponising Child Support’); Taxation Ombudsman, /dentification and Management of Financial
Abuse Within the Tax System (Report, April 2025); Ann Kayis-Kumar et al, ‘Identifying and Supporting
Financially Vulnerable Women Experiencing Economic Abuse: A Grounded Theory Approach’ (2023)
21(2) eJournal of Tax Research 173; Kutin, Russell and Reid, ‘Economic Abuse between Intimate
Partners’ (n 5).
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initiatives aimed at mitigating the impacts of family violence on customers.”
However, these do not currently extend to non-bank credit products and services
such as BNPL.

Perpetrators of financial abuse within the context of intimate partner violence
have ‘weaponised’ BNPL by taking advantage of the weaknesses in regulation,
the lack of friction in setting up accounts, and inadequate redress of fraudulent
use of the product. The main types of financial abuse reported by community
organisations in relation to BNPL are coerced debt, and identity theft or fraud.

A Coerced Debt

Coerced debt is a form of financial abuse and is defined as ‘all non-consensual,
credit-related transactions that occur in an intimate relationship where one partner
uses coercive control to dominate the other partner’.”® There is very little known
about the prevalence and nature of coerced debt as a form of economic abuse
in Australia. A study undertaken by the Centre for Women’s Economic Safety
(‘CWES’) using a survey of 970 Australians (with a sample reflecting Australian
Bureau of Statistics demographic data) via an online panel, showed that 11.4% of
respondents reported having experienced coerced debt.”” A United States study of
1,863 female callers to a national domestic violence hotline who participated in a
survey showed that 52% had reported coerced debt.”

In the context of this study looking at BNPL and financial abuse, coerced debt
occurs where a perpetrator opens one or more accounts in the survivor’s name to
accumulate debt, or coerces them to purchase products or services using BNPL
that will not be of benefit to the survivor. Close Lending Loopholes, an alliance
led by CHOICE, comprising influential advocacy and community organisations,
observes:

It is common for victim survivors to be abused through coercion, where a victim
survivor may obtain BNPL credit for the benefit of their partner, and clearly not for
the victim survivor’s benefit. Perpetrators of family violence may promise to repay
these debts, only to cancel the direct debit and leave the victim survivor with the
liability, sometimes as retaliation after an argument or after separation. Victims then
become laden with debt that leads to a debt spiral.”

Examples include perpetrators using a survivor’s BNPL accounts for their own
purchases by ‘simply taking her phone, locking her in the house, and using the
BNPL apps to pay for things on her account’.® The Economic Abuse Reference

25  Australian Banking Association, ‘Preventing and Responding to Family and Domestic Violence’ (Industry
Guideline, March 2021) 3—4 [3.2] <https://www.ausbanking.org.au/wp-content/uploads/2021/05/ABA-
Family-Domestic-Violence-Industry-Guideline.pdf> (‘Preventing and Responding to Violence’).

26 Angela Littwin ‘Coerced Debt: The Role of Consumer Credit in Domestic Violence’ (2012) 100(4)
California Law Review 951.

27  Rebecca Glenn and Jozica Kutin, Economic Abuse in Australia: Perceptions and Experience (Report,
2021) 7, 11.

28  Adrienne E Adams, Angela K Littwin and McKenzie Javorka, ‘The Frequency, Nature, and Effects of
Coerced Debt among a National Sample of Women Seeking Help for Intimate Partner Violence’ (2019)
26(11) Violence against Women 1324, 1330 <https://doi.org/10.1177/1077801219841445>.

29  Close Lending Loopholes Submission (n 1) 28.

30 Ibid 27.
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Group (‘EARG’) cites an example of a BNPL account being set up in the survivor’s
name in lieu of child support:

Maria told us that her ex-partner (who promised to allow her to use his BNPL
accounts in lieu of making child support payments) had set up the BNPL accounts
in her name, and linked his bank account for repayment of the loans, telling her
that he would be paying it off. He then contacted the BNPL providers and removed
his card telling them it was fraud and to pursue Maria for repayment of the loans.
Maria’s financial counsellor asked for more information regarding the accounts and
was faced with significant barriers in obtaining any information, including refusals
to provide statements of account.”

B Identity Theft

The second category of BNPL-facilitated financial abuse is identity theft where
the perpetrator opens BNPL accounts fraudulently in the survivor’s name without
their knowledge. There is very little research that provides prevalence figures for
identity theft in the context of financial abuse. The CWES report indicates 7% of
the sample of Australian people indicated that their partner had taken out a loan or
bought something on credit in their name without their permission.” Identity theft
is increasingly common and made easier by the lack of identification checks by the
BNPL provider.”* Community organisations are increasingly having to advocate for
survivors when they discover there are BNPL accounts in their name that they have
no knowledge of.* These fraudulent accounts can have severe and long-lasting
impacts on the survivor’s long-term financial wellbeing. It can have detrimental
effects on their credit score, they can experience the stress of debt collection, and
be prevented from accessing credit in the future. The EARG explains:

While any consumer could experience identity theft and fraud, victim survivors are
at greater risk because it is often their partner (or ex-partner) who uses the victim
survivor’s personal identity information, which is typically known by spouses, to
apply for credit in their name. The BNPL lending model facilitates identity theft and
fraud because of frictionless online sign-up, and BNPL providers are not subject to
responsible lending obligations under the Credit Act” and may not undertake any
credit checks or other affordability checks prior to providing credit.*

Likewise, financial counsellors report experiencing ‘a lot of family violence
victims who have had perpetrators open [BNPL accounts] in their names’,”” noting
that ‘BNPL as with other online loans are easy targets for perpetrators of financial
abuse’.” ‘[E]asy access to identification information’ with ‘[nJo contact and little

identification verification’ facilitate the perpetration of such abuse.”

31  EARG Regulating BNPL Submission (n 3) 4.

32 Glenn and Kutin (n 27) 10.

33 EARG Regulating BNPL Submission (n 3) 2.

34 Ibid.

35 At the time this quote was produced, BNPL was not regulated and the National Consumer Credit
Protection Act 2009 (Cth) (‘Credit Act’) did not apply to BNPL products.

36 EARG Regulating BNPL Submission (n 3) 2.

37  Financial Counselling Australia, It’s Credit, It’s Causing Harm and It Needs Better Safeguards (Report,
December 2021) 19 comment 56 (‘/¢s Credit’).

38  Ibid 32 comment 56.

39  Ibid.
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Fraud committed by perpetrators of family violence is likely to be underreported
and, as such, the extent of its occurrence is not reflected in the rising statistics of
identity theft associated with BNPL.* Many survivors are reluctant to report fraud
that occurs in the context of family violence to the credit provider or the police.
According to the EARG, ‘where identity theft or fraud has been committed by
their ex-partner ... in our experience such reports are unlikely to be taken seriously
by the police’.* They describe challenges that survivors have faced in reporting
these incidents to the police, such as having a male police officer take down ‘very
basic details of her situation’, noting ‘“possible identity fraud” was committed
online “by an unknown person’’ with no further investigations despite there being
an Apprehended Domestic Violence Order in place.”

III LEGAL FRAMEWORKS

In December 2024, the Treasury Laws Amendment (Responsible Buy Now Pay
Later and Other Measures) Act 2024 (Cth) extended the consumer credit regulatory
framework to BNPL and other low cost credit contracts (‘LCCCs’) with some
modifications.” The reforms are examined in Part III(A) below, while Part I11(B)
considers hardship provisions which are used to assist survivors experiencing
financial abuse.

A Treasury Laws Amendment Act 2024

1 BNPL Providers’ Obligations as Credit Licensees

The new laws require BNPL providers to hold and maintain an Australian
credit licence from 10 June 2025.* Credit licensees are subject to general
conduct obligations, and must do all things necessary to ensure their activities are
carried out ‘efficiently, honestly and fairly’.* Firms must have internal dispute
resolution procedures that meet approved standards, and risk management
systems.” Credit providers must be members of the Australian Financial
Complaints Authority (‘AFCA”).”

40  Byron Kaye, ‘Exclusive: Australia’s BNPL Boom Pushes Identity Theft to a Record’, Reuters (online, 9
February 2021) <https://www.reuters.com/article/us-australia-bnpl-fraud-exclusive-idUSKBN2A906Q>.

41  EARG Regulating BNPL Submission (n 3) 2.

42 Ibid 3.

43 Treasury Laws Amendment (Responsible Buy Now Pay Later and Other Measures) Act 2024 (Cth) sch 2.

44 Exposure Draft Explanatory Materials, Treasury Laws Amendment Bill 2024: Buy Now, Pay Later
(Cth) 6; ‘Buy Now Pay Later Credit Contracts: Credit Licensing’, Australian Securities & Investments
Commission (Information Sheet, January 2025) <https://www.asic.gov.au/regulatory-resources/credit/buy-
now-pay-later-credit-contracts-credit-licensing/>.

45 Credit Act (n 35) s 47(1)(a).

46 Ibid ss 47(1)(h), (1).

47  1Ibid s 47(1)(i). Credit representatives are required to be AFCA members if they collect repayments from
LCCCs: Australian Securities & Investments Commission, ‘Low Cost Credit Contracts’ (Regulatory
Guide No 281, May 2025) 24 [RG 000.66(a)] (‘Regulatory Guide No 281°).
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BNPL providers are required to comply with responsible lending obligations
(‘RLOs’) which are scaled according to perceived risks. The standard RLOs apply to
LCCCs valued at $2,000 or more. Credit licensees must make reasonable inquiries
about the consumer’s requirements, objectives, and financial situation.” Section
133BXC of the National Consumer Credit Protection Act 2009 (Cth) sets out the
factors that should be considered in determining what inquiries are reasonable. These
include the amount of credit, whether the consumer is financially vulnerable, the
nature of the target market, and whether the licensee has any procedures in place
to reduce the risk of harm from unaffordable credit.* The Australian Securities &
Investments Commission’s (‘ASIC’) regulatory guide states that the scope and
intensity of the inquiries and verification credit licensees must carry out are reduced
where the perceived risks are lower.” Credit providers must also take reasonable steps
to verify the consumer’s financial situation, and assess whether the credit contract is
unsuitable.” Contracts are deemed unsuitable if consumers cannot comply with their
repayment obligations or can only do so with substantial hardship.”

Where the value of the LCCC is $2,000 or less, credit providers can elect to
comply with the modified RLOs.” The modified RLOs are underpinned by the
assumption that amounts of $2,000 or less carry lower risks.* There is a rebuttable
presumption that LCCCs below $2,000 will meet the consumer’s requirements
and objectives.” However, credit providers must still assess the consumer’s ability
to comply with their financial obligations under the contract.” They are expected
to make reasonable inquiries about the consumer’s income, expenditure, other
LCCCs, small amount credit contracts, and consumer leases.”’

At the same time, the modified RLOs ‘ease some requirements about the timing
of inquiries, verification and assessments of unsuitability’.” ASIC’s regulatory
guide states that amounts below $2,000 require a ‘negative credit check’ which
commonly provides information such as an individual’s identification information
(eg, name, address, employment history, driver’s licence number), requests for
credit reports, default information, personal insolvency, and court proceedings.”

48  Credit Act (n 35) ss 130(1)(a)—(b).

49  Ibid s 133BXC(3).

50  ‘Regulatory Guide No 281’ (n 47) 10. Nevertheless, more robust inquiries may be required in some
circumstances, such as where products attract especially vulnerable consumers: at 14-15.

51 Credit Act (n 35) ss 129, 130(1)(c). Failure to comply with these obligations may result in a civil penalty
of 5,000 penalty units: at s 131(1). The current value of a penalty unit until 1 July 2026 is $330: Crimes
Act 1914 (Cth) s 4AA(1). Five thousand penalty units is $1,650,000.

52 Credit Act (n 35) s 131(2)(a).

53 Credit licensees may elect to have modified RLOs apply to all or specified classes of LCCCs: ibid s
133BX.

54 Exposure Draft Explanatory Materials, Treasury Laws Amendment Bill 2024: Buy Now Pay Later
(Cth) 9, 11; Economic Abuse Reference Group, Submission to Treasury, Buy Now Pay Later Regulatory
Reforms (9 April 2024) 5 (‘EARG BNPL Reforms Submission’).

55 Credit Act (n 35) ss 133BXE(2), 133BXF(2).

56  ‘Regulatory Guide No 281’ (n 47) 6 [RG 281.43].

57 Credit Act (n 35) s 130; National Consumer Credit Protection Amendment (Low Cost Credit)
Regulations 2025 (Cth) reg 28HAD(6); ibid 11-12 [RG 281.26]-[RG 281.27].

58  ‘Regulatory Guide No 281’ (n 47) 9 [RG 281.24(a)].

59  Ibid 13 [RG 281.35].
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Negative credit checks require less information than the partial credit checks
required for amounts of $2,000 or higher.*

The modified RLOs for BNPL providers also leave them with greater discretion
in relation to assessments of suitability.” BNPL providers must prepare a written
unsuitability assessment policy that sets out processes for ensuring compliance with
credit providers’ obligations to assess whether a contract or credit limit increase
is unsuitable.” Providers can determine how the information should be provided,
including the format, as long as they ‘reasonably believe that the information is
substantially correct’.*

The reforms introduce some measures aimed at protecting financially vulnerable
consumers.” BNPL providers need to implement measures to help them recognise
if a consumer is experiencing financial vulnerability, making further inquiries to
determine the extent of vulnerability and whether it is likely to be exacerbated if
the consumer enters into the LCCC. At the same time, ASIC’s regulatory guide
notes that indicators of financial vulnerability should not lead to the consumer
automatically being denied credit.” Caps on fees have also been mandated for
BNPL providers, ostensibly in an effort to prevent excessive fees.*

2 Consumer Advocates’ Concerns

Community organisations assert that the modified RLOs for amounts below
$2,000 create ‘a loophole that will enable economic abuse’.” Enquiries into
affordability and objectives required by the full RLOs play a crucial role in protecting
survivors from financial abuse by enabling the detection of red flags, such as
survivors not obtaining any benefit from the credit contract, or its unaffordability.”
Preliminary checks under the RLOs have protected survivors from financial abuse
through other forms of credit, such as credit cards and personal loans.” As most
BNPL contracts are less than $2,000, the ‘vast majority ... will have the lowest
possible protection’, yet this is where AFCA sees ‘significant consumer harm’.”
In AFCA’s experience, ‘the relatively low value of the loan’ can be a “poor proxy
for consumer harm’.”" ‘Loan-stacking’ or entry into multiple BNPL contracts is

60 A ‘partial credit check’ includes the information in a negative credit check and more, such as details about
the individual’s consumer credit liability, when the credit started and ended, and the maximum amount
available: ibid 14 [RG 281.36].

61  Credit Act (n 35) s 131.

62  Ibid ss 128, 133BXG; ‘Regulatory Guide No 281’ (n 47) 20.

63 ‘Regulatory Guide No 281’ (n 47) 12 [RG 281.30].

64 Ibid 15.

65 Ibid.

66  National Consumer Credit Protection Regulations 2010 (Cth) reg 69G (‘Credit Regulations’).

67 EARG BNPL Reforms Submission (n 54) 6.

68  Close Lending Loopholes Submission (n 1) 28.

69 EARG BNPL Reforms Submission (n 54) 6.

70  Australian Financial Complaints Authority, Submission to Treasury, Buy Now Pay Later Regulatory
Reforms (April 2024) 3 (‘AFCA BNPL Reforms Submission”).

71 Ibid 12.
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common, and vulnerable consumers enter into these alongside other existing credit
commitments, which can lead to a ‘debt spiral’.”

At present, limited identity verification enables perpetrators to impersonate
survivors to obtain credit, facilitating fraud and financial abuse.” AFCA reports
that unauthorised BNPL transactions, including claims about scams or fraudulent
conduct, are the second most common complaint.” Critics argue that requiring
providers to have an unsuitability assessment policy is a poor substitute for the
full RLOs’ mandatory assessments.” Providers are not required to publicise these
policies, and obscure policies are unlikely to assist consumers or their advocates
who are seeking to challenge unaffordable or unsuitable contracts.

AFCA posits that they will ‘have a far more limited scope to consider an
individual consumer’s circumstances’ noting that section 133BXD(3) ‘appears to
require AFCA to form a view ... about the overall adequacy or appropriateness of
the provider’s policies, systems and processes’, rather than ‘whether the provider
acted reasonably in relation to its assessment’ about the customer, their attributes,
reasonableness of the steps they take, and the suitability of the contract.”” AFCA
observes that they are ‘unlikely to find that the provider acted unreasonably in
declining to take further steps to verify a consumer’s financial situation’.”
Regulators highlight the deficiencies in the existing framework which emphasise
the ‘mere existence of policies’ rather than any substantive obligation to mitigate
risks of harm.”

B Hardship

Professionals who assist survivors commonly rely on the financial hardship
provisions of the National Credit Code (‘Credit Code’) to negotiate with credit
providers in relation to coerced debt.” These provisions allow debtors to seek
a variation of a credit contract if they are unable to meet payment obligations,
and there are equivalent provisions under state regulations for essential utilities.”
Financial hardship provisions were designed to respond primarily to consumers
in financial difficulty, and offer limited respite to survivors experiencing financial
abuse.” Creditors have discretion to refuse to vary contracts on grounds such as
not believing that there is a reasonable cause for the debtor’s inability to pay, or

72 Ibid; Close Lending Loopholes Submission (n 1) 17.

73 Close Lending Loopholes Submission (n 1) 27-8.

74  AFCA BNPL Reforms Submission (n 70) 19.

75  EARG BNPL Reforms Submission (n 54) 5-7; Credit Act (n 35) s 133BXH.

76  AFCA BNPL Reforms Submission (n 70) 3-5.

77 1bid 11; Credit Act (n 35) s 133BXD(6).

78  Australian Securities & Investments Commission, Submission to Treasury, Buy Now Pay Later
Regulatory Reforms (10 April 2024) 2; AFCA BNPL Reforms Submission (n 70).

79  Credit Act (n 35) sch 1 ss 72(1)—(2) (‘Credit Code’).

80  Paul Ali, Evgenia Bourova and Ian Ramsay, ‘Responding to Consumers’ Financial Hardship: An
Evaluation of the Legal Frameworks and Company Policies’ (2015) 23(1) Competition and Consumer
Law Journal 29, 34-41.

81  Evgenia Bourova, lan Ramsay and Paul Ali, ‘Limitations of Australia’s Legal Hardship Protections for
Women with Debt Problems Caused by Economic Abuse’ (2019) 42(2) University of New South Wales
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reasonably believing that the debtor would not be able to meet payment obligations
even if the contract were to be changed.® Even in situations of financial abuse when
perpetrators use fraud or coercion, credit providers commonly offer temporary
moratoriums.” Survivor advocates emphasise the importance of debt waivers as
the only fair outcome for victims of financial abuse, but observe that ‘creditors
often take a judgmental approach, or a defensive one’, leaving survivors to bear
the financial consequence of abuse.*

In 2021, the Australian Finance Industry Association launched a voluntary ‘Buy
Now Pay Later Code of Practice’. BNPL providers representing approximately
90% of'the BNPL market in 2022 subscribed to the voluntary code.” Recommended
standards include the provision of financial hardship assistance and membership
of AFCA.* Nevertheless, AFCA observes that complaints about BNPL providers’
inadequate hardship assistance are among the top five issues raised by BNPL
consumers at external dispute resolution (‘EDR’).¥ Notably, the relatively low
value of most BNPL contracts has not reduced the percentage of consumers
seeking hardship assistance. On the contrary, the level of complaints regarding
BNPL providers ‘non-response to financial hardship’ is consistently higher than
similar complaints made against other lenders.*

The reforms discussed in Part III(A) require BNPL providers who collect
repayments to be members of AFCA, extending the hardship provisions of the
Credit Code to BNPL consumers. At the same time, the limitations of existing
hardship provisions in addressing harm from coerced debt, and deficiencies in
hardship practices across the lending industry, suggest that the reforms are likely
to have a limited impact on survivors. ASIC’s review of lenders’ hardship practices
found that ‘lenders were not doing enough to support customers experiencing
financial hardship’.*” For survivors fleeing violence, the long wait to speak to
hardship teams, terminated calls, and having to repeat their circumstances to
different employees, exacerbate the challenges that they are already experiencing.”
Survivor advocates report that BNPL providers respond to hardship inconsistently,
lack understanding of the lived realities of family violence and adequate policies,
re-traumatise survivors, and make inappropriate requests for evidence of family

82  Credit Code (n79) s 72(3).

83  Financial Rights Legal Centre, Submission No 112 to Parliamentary Joint Committee on Corporations
and Financial Services, Parliament of Australia, Financial Services Regulatory Framework in Relation to
Financial Abuse (June 2024) 17 (‘FRLC Submission”).

84  1Ibid 18.

85  Australian Finance Industry Association, The Economic Impact of Buy Now Pay Later in Australia
(Report, June 2024) 22.

86  Australian Finance Industry Association, ‘Buy Now Pay Later Code of Practice’ (Code, 2021) 14 ¢l 13.9,
15-16 cl 14.

87  AFCA BNPL Reforms Submission (n 70) 19.

88  Ibid 19-21.

89  Australian Securities & Investments Commission, Hardship, Hard to Get Help: Findings and Actions
to Support Customers in Financial Hardship (Report No 782, May 2024) 7. Approximately 35% of
customers dropped out of the hardship process after giving a hardship notice: at 11.

90  Ibid 122-3.
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91

violence.” Examples of ‘poor treatment of people experiencing incredible
vulnerability’ include insisting that victims produce unreasonable evidence that
would put them at risk, and making hardship options dependent on the perpetrator’s
consent.” The inconsistent and inadequate responses pose a challenge to survivors
who attempt to self-advocate. Professionals report having to intervene on behalf
of survivors following unsuccessful attempts at self-advocacy.” Financial abuse is
poorly recognised in the community.” Many survivors do not recognise financial
abuse and, as such, suffer the consequences of coerced debt without realising that
help may be available. There are also many cases in which survivors fear retaliation
from the perpetrator if they seek help.

For those who are aware of their right to free EDR, AFCA’s approach to family
violence envisages that debt waivers may be appropriate where there is financial
abuse.” It also sets out expectations, such as not requiring customers to provide an
intervention order. In situations of coerced debt, AFCA’s approach puts the onus
on providers to ‘show that the transactions were correctly authorised, for example
that the person making the transaction had the authority to operate the account’.”
In reality, survivors fleeing violence often lack the resources and time to escalate
such matters to EDR, as they are commonly also facing other significant stressors
such as family law proceedings for parenting orders, property settlements, and
non-payment of child support.

IV EMPIRICAL STUDY

This study seeks to foster a more nuanced understanding of BNPL and its
intersection with financial abuse. We obtained approval from the Monash University
Human Research Ethics Committee (Project ID 40321) to conduct the quantitative
survey and qualitative interviews with caseworkers from a large community
organisation. All information collected from caseworkers was de-identified. The
survey data was aggregated, and the findings presented in this article reflect trends
from the dataset as a whole.

In adopting this dual-method approach, this article seeks to bridge the gap in the
existing literature on BNPL regarding its intersection with financial abuse. Building
on concerns of financial abuse through BNPL raised by community organisations
in their submissions to government, the datasets facilitate deeper knowledge of the
prevalence of financial abuse involving BNPL, how and by whom it is perpetrated,
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92  FRLC Submission (n 83) 18.
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94 Kerryne Barwick, Paul McGorrery and Marilyn McMahon, ‘Ahead of Their Time? The Offences of
Economic and Emotional Abuse in Tasmania, Australia’ in Marilyn McMahon and Paul McGorrery (eds),
Criminalising Coercive Control: Family Violence and the Criminal Law (Springer, 2020) 135, 149-51
<https://doi.org/10.1007/978-981-15-0653-6_7>.

95  Australian Financial Complaints Authority, ‘The AFCA Approach to Joint Accounts and Family Violence’
(Approach Document, June 2022) 13—14 [3.7] <https://www.afca.org.au/media/549/download>.

96  Ibid 10 [3.5].
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the impacts, and ongoing risks. The qualitative and quantitative datasets work
together to foster a more nuanced understanding of how BNPL intersects with
financial abuse, and of the challenges caseworkers face in seeking to extricate
clients from the harmful impact of coerced debt.

A Methodology
1 Interviews

The authors conducted semi-structured interviews with six financial
counsellors online via Teams in March 2024. The interviews were guided by open-
ended questions on the caseworkers’ experiences in assisting clients in financial
hardship with BNPL debts. We explored the impacts of BNPL debts on clients,
interactions with BNPL providers’ hardship teams, and the intersection between
BNPL and family violence. We also sought caseworkers’ views on the proposed
reforms which had been released for consultation at the time of the interviews.
Each interview lasted for about an hour. The interviews were recorded with the
participants’ consent, and then transcribed. Participants’ comments were de-
identified and tagged with descriptors. The authors manually coded the transcripts,
identified themes, organised the interviewees’ comments into categories with shared
characteristics, and synthesised comments.” Direct quotations from interviewees
are provided to support our conclusions, illustrate findings, and reflect perspectives
from the caseworkers with whom survivors shared their lived experience.”

It should be noted that the clients assisted by financial counsellors are not
representative of consumers in general. Financial counsellors help people who are
in financial hardship, experiencing financial crises and are generally living on low
incomes, with the majority receiving government payments as their only source of
income.

2 Survey

The survey took place in July 2024 over a two-week period during which 266
open financial counselling files were reviewed by 21 financial counsellors. The
survey was conducted using SurveyMonkey.” Each financial counsellor was asked
to complete a survey for each client based on their file notes and what they knew
about the client. All information was de-identified before being recorded in the
survey. The survey was structured with five sections. The first section covered
program details (eg, length of time, program name, how many hours spent with
the client), client characteristics (eg, age, sex, gender, country of birth, language
spoken at home, Indigenous identity, disability status, overall health, main source

97  Muhammad Naeem et al, ‘A Step-by-Step Process of Thematic Analysis to Develop a Conceptual
Model in Qualitative Research’ (2023) 22 International Journal of Qualitative Methods 1 <https://doi.org/
10.1177/16094069231205789>.

98  Ann Catrine Eldh, Liselott Arestedt and Carina Berterd, ‘Quotations in Qualitative Studies: Reflections
on Constituents, Custom, and Purpose’ (2020) 19 International Journal of Qualitative Methods 1 <https://
doi.org/10.1177/1609406920969268>.

99  SurveyMonkey (Website) <www.surveymonkey.com>.
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of income), and client household and relationship status (eg, current relationship
status, household composition, number of children, housing type).

In Section 2, counsellors recorded each client’s BNPL debt details (eg, number
of loans, total loan value, loan purpose, difficulty paying loan, use of BNPL for
essential items). Section 3 recorded use of wage advance products and the extent
to which these products had caused client stress. Section 4 recorded the client’s
experience of financial and other forms of abuse. We used 15 items to measure
prevalence of financial abuse, 14 of which were from the Personal Safety Survey.'”
Section 5 explored BNPL-related financial abuse. These questions segregated
whether BNPL debts were coerced, or whether they were due to identity theft
and fraud. For each type of BNPL-related financial abuse, financial counsellors
recorded the total amount of the debt, relationship to the perpetrator, sex, and
gender of the perpetrator.

B Empirical Findings

1 Demographics

Of the 266 clients, 96 (36.1%) had one or more BNPL debts. The gender of
clients in the final sample of 96 financial counselling clients with BNPL debt is
shown in Table 1. Table 2 sets out the distribution of clients with BNPL debt by age.

Table 1: Gender of Clients with BNPL Debt  Table 2: Age of Clients with BNPL Debt

(N = 96) (N = 96)
Gender % of clients Age (years) % of clients
Male 1.5 18-24 5.2
Female 85.4 25-34 37.5
Not recorded 3.1 35-44 417
45-54 125
55-64 2.1
65 and over 1.0

100 Fourteen items were used from the Personal Safety Survey (‘PSS’) and an additional item regarding
early access to superannuation was added by the authors (‘[m]anipulated or forced them to access their
superannuation fund early’). Items from the PSS included ‘[p]ressured or forced them to sign financial
documents’, ‘[a]ccrued significant debt on shared accounts, joint credit cards, or in their name’, and
‘[m]anipulated or forced them to cash in, sell or sign over any financial assets they own’. The full list
of questions can be found at Australian Bureau of Statistics, Personal Safety, Australia Methodology,
2021-22 Financial Year (Catalogue No 4906.0, 15 March 2023) <https://www.abs.gov.au/methodologies/
personal-safety-australia-methodology/2021-22#glossary>.
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Most clients (84.4%) were born in Australia, 7.3% spoke a language other than
English at home, and 4.2% of clients were of Aboriginal or Torres Strait Islander
origin. Over a third of clients had a disability or long-term health condition (44.8%),
and caseworkers rated their clients’ health as excellent (3.1%); very good (10.4%);
good (37.5%); fair (26.0%); poor (13.5%); or unknown (9.4%).

Of the total client sample, 13.5% were in a current relationship, and 66.7% had
one or more children. In terms of household composition, 46.9% were single with
dependents; 26.0% were single and living alone; 9.4% were part of a couple with
dependents; 8.3% lived with related adults with dependents; 5.2% were living with
related adults; and 4.1% were in other household types.

Clients were typically living in rental accommodation. Some were living in
diverse forms of insecure housing, or were homeless, as shown in Table 3.

Table 3: Accommodation (N = 96)

Type of accommodation % of clients
Private rental 63.5
Public rental 4.2
Community housing 6.3
House owned by the client 6.3
Boarding or rooming hostel 4.2
Refuge or crisis accommodation 31
Hotel or motel room 1.0
Homeless 1.0
Health facility or rehabilitation centre 31
Prison 1.0
Other accommodation (eg, living with parents) 6.3

The main source of income for 61.5% of clients was government payments,
with 27.1% receiving parenting payments; 13.5% JobSeeker; 12.5% disability
support pension; 1% age pension. 33.3% of clients were employed: 14.6% earning
full-time wages or salary; 15.6% working part-time; 3.1% employed on a casual
basis; 1% earning from their own business or other sources. 3.1% of clients had no
income, and information was not available for 1% of clients.

70.8% of clients presented with one or two BNPL accounts, a further 17.7%
had three accounts, and 11.5% had four or five BNPL accounts (Figure 1).
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Figure 1: How many BNPL accounts has this client presented with? (N = 96)

Over half (53.1%) of debts were in total, below $2,000. A third of clients had
BNPL debts between $2,000 and $4,999. Seven clients (7.3%) had debts between
$5,000 and $9,999, with two clients (2.1%) having BNPL debts totalling over

$10,000 (Table 4).

Table 4: Total Value of Clients’ BNPL Debts (N = 96)
Total BNPL Debt value Number of clients % of clients
Less than $100 0 -
$100 to $199 4 42
$200 to $499 7 73
$500 to $999 22 229
$1,000 to $1,999 18 18.8
$2,000 to $4,999 32 33.3
$5,000 to $9,999 7 7.3
$10,000 or more 2 2.1
Unknown 4 42
Total 96 100%

Table note: Survey question was ‘roughly, what is the total value of all your clients’ BNPL debts?’
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2 Intersection between BNPL Debt and Family Violence

The data brings to light diverse ways in which BNPL intersects with family
violence. Some clients experienced financial abuse through perpetrators’ fraudulent
use of clients’ identities to sign up for BNPL, while others were coerced into BNPL
debt. Clients were then pursued for BNPL debt incurred without their knowledge
or consent. Coerced BNPL debt is discussed in Part [V(2)(a) below. Part IV(2)(b)
turns to examine another trend that emerged from the study — BNPL use by clients
who had experienced family violence, and were in financial hardship. While BNPL’s
accessibility may have enabled them to meet immediate needs and cover essential
expenses, many struggled to make timely repayments and missed instalments. This
ultimately aggravated their financial difficulties, and prolonged the harmful impact
of family violence.

(a) Fraudulent or Coerced BNPL Debt

The survey found that 14.6% of clients who had BNPL debts incurred them
through coercion or fraud (Table 5). Most of the perpetrators were men who were
the clients’ former intimate partner.'”

Table 5: Number of Clients who Experienced BNPL-Related Financial Abuse (N = 96)

Type of BNPL financial abuse Number of clients | % of clients with BNPL debts
Coerced BNPL debt 12 12.5

Fraudulent BNPL debt (identity theft) 4 42

Both forms of BNPL related financial abuse 2 21

Either form of BNPL related financial abuse 14 14.6

The qualitative interviews further shed light on how clients were coerced
into BNPL debt. The interviewees emphasised the lack of adequate ‘checks and
balances’ in BNPL providers’ systems to mitigate the risks of fraud or financial
abuse being perpetrated. Caseworkers observed survivors having BNPL accounts
that they were not even aware of until debt collectors pursued them, or they checked
their credit record. One caseworker described this as ‘a whole list of credit that’s
been taken out in their name, not with their consent, not with their knowledge
either’.'"” The caseworker explained:

If we call up a contract, they can have the details of the client, but any contact details,
email accounts, signatures, they’re not even close to the client. I've got one right now
actually signed by an unknown. It’s not the client’s, not a maiden name, not a married

101 Perpetrators of fraud were a previous partner in three quarters of the cases. In the remaining cases, the
perpetrator was a friend or housemate. All four were men. As for coerced BNPL debt, all perpetrators
were a previous intimate partner, and 10 out of 12 were men.

102 Interview with A. As the interviews were conducted by the authors, they appear in the format ‘Interview
with [Identifier]’.
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name. And they’ve racked up thousands of dollars on her account using her details ...
they’re not doing any minimal verifications of who that person is.'”

Minimal identification required by BNPL providers to access an account,
and the ease with which the required account information can be obtained in the
context of an intimate relationship, leave survivors vulnerable to financial abuse
by current and former partners:

[O]ne participant described it to me as you’re in a relationship based on trust, you’re
snuggled on the couch watching TV, girl is on their phone ... just scrolling through
while the perpetrator’s sitting, lying next to her, memorising pin numbers, access
to her [account], because they’re very basic — your name, email ... and usually a
four-digit pin.
And it’s not because they share. It can be as simple as just somebody standing over
you while you’re doing something. It’s so easy and perpetrators are so good at it.'"
Perpetrators have also been known to use threats of violence to coerce survivors
into ‘giving’ them access to their BNPL accounts, or applying for additional BNPL.
In the words of one caseworker:

[H]e threatened violence and he was already out on parole from having abused his
previous partner. So, his partner knew that he was quite capable of carrying through
the threats and he subsequently did that anyway, but he used the threat of violence
to get her to allow him access to [her account] ... then he took control of that.'”
Another caseworker described perpetrators making survivors purchase things
using BNPL saying that they will ‘pay it back’.'” Subsequently, perpetrators renege
on their promises to repay, leaving survivors with BNPL debt.

(i) Challenges of Dealing with Coerced Debt

Interviewees underscored the significant problems encountered in negotiating
with BNPL providers in the absence of laws that require credit providers to waive
coerced debt."” They commented that it takes a long time to resolve coerced BNPL
debt — the protracted process is ‘very stressful’.'” Financial counsellors ‘work very,
very hard to prove economic abuse and coercive control’.'” A caseworker observed:

[I]t’s very difficult when they don’t fall under any regulation ... so, it’s usually
gently, gently, compassionate waiver rather than anything adversarial that would
put them on the back foot. They don’t have to do it because ... as far as they’re
concerned, they’re not doing anything wrong.'

Another caseworker remarked that ‘it relies on their goodwill” and went on
to say:

You feel like you’ve got nothing to fall back on. So, you’re asking them on
compassionate grounds rather than having legislation to back up why they shouldn’t

103  Ibid.

104 Ibid.

105 Interview with E.

106 Interview with B.

107 Interview with C; Interview with D; Interview with F.
108 Interview with A (n 102); Interview with B (n 106).
109 Interview with A (n 102).

110 Ibid.
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have done something. It’s like, oh yeah, this person’s really struggling. Have it in
your heart to help instead of actually you’ve done the wrong thing."'

One interviewee observed that ‘you have to jump through hoops’ and the process
can take as long as 12 months."? Listing a complaint with AFCA likewise involves
months of waiting — ‘you’ll be sitting there for eight or nine months before you’ll
get any assistance from AFCA. They’re just too busy.’'” Their experiences with
hardship teams at BNPL providers were mixed. Some hardship teams were easier
to contact while others, such as providers whose websites did not have contacts
for hardship teams, were more challenging."* Several BNPL providers required
customers to log into an account to access these teams, hampering financial
counsellors’ attempts to negotiate on behalf of clients.'”

(ii) Impacts on Survivors

Interviewees described BNPL debt as having detrimental, lasting impacts on
survivors. These include financial hardship, harassment by debt collectors, and
impaired credit records that jeopardise survivors’ capacity to obtain refinancing for
the family home. Survivors ‘get inundated with emails, text messages’ which are
‘very distressing’, the ‘phone’s blowing up all the time’."® The impacts of coerced
BNPL debt persist beyond separation, hampering survivors’ efforts to re-establish
their lives: ‘they’ve gone through a property settlement, they’ve gone to refinance
their family home and they’ve been knocked back purely’ because there is debt
that ‘they’ve had no idea’ existed which they did not apply for. These debts are
‘usually with collections agencies’. The ‘former partner has usually opened those
accounts and it’s just maximum impact’ to the survivor. A lot of survivors do not
report such fraud to the police when they have fled a violent relationship for fear
of backlash from the perpetrator. A caseworker observed a tendency for survivors
to pay coerced debt until ‘it just becomes impossible’."”

Dealing with the impacts of coerced debt can be ‘very, very distressing and
very, very difficult’ for survivors who are already experiencing multiple stressors
such as parenting orders and property settlement."® In addition to the emotional
and financial strain, interviewees noted that coerced BNPL debt has persistent
detrimental effects on survivors’ longer-term economic security. Defaults on BNPL
and other credit repayments remain on credit reports for five years. A caseworker
observed: ‘[E]very time the bank looks at your credit report and declines [a loan
application], down goes your credit score. So, it is multifaceted when there’s
something dodgy on your credit report, and your credit report just gets worse. And
most people don’t even know why.”'"

111 Interview with D (n 107).
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113 Interview with B (n 106).
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Interviewees also emphasised the difficulty that survivors face in seeking to
remove a default arising from coerced debt from their credit record, particularly
when self-advocating. In their experience, ‘negotiating and even trying to get
something taken off your credit file if you’re not a financial counsellor’ is extremely
difficult.” Some victims of financial abuse also struggle to obtain evidence, such
as contracts, required to negotiate a release from coerced debt, after discovering
defaults listed on their credit files from debt incurred without their knowledge or
consent.

(b) Double-Edged Sword

The findings also suggest that BNPL intersects with family violence in various
ways. First, as indicated by the survey, survivors may accrue debts while escaping
violence. When leaving a violent situation, there is often a need to purchase
essentials quickly, especially if there are children involved. BNPL provides access
to credit fast, without having to go through cumbersome processes which loans
through charity organisations or government grants for domestic violence victim
survivors entail. Yet, BNPL is a double-edged sword, providing easy access to
credit when needed, but exacerbating the risks of financial insecurity in the longer
term. For many survivors, ongoing debt prolongs and aggravates the harm they
experience from family violence. An interviewee observed:

[Blecause they’re not being paid child support, women are using [BNPL] to
service relocation, re-set up costs at the expense of going into debt, but they’re not
receiving any financial support for say their three or four children. They need to
meet education costs and they’re left with a huge legacy."'

Second, survivors used BNPL to pay for essentials when experiencing
financial hardship due to financial abuse, such as non-payment of child support or
various forms of coerced debt. Over a third of clients (37.5%) with BNPL debts
experienced financial abuse (Table 6).

Table 6: Prevalence of Intimate Partner Violence Experienced by Financial Counselling Clients

Form of abuse experienced Does not have a BNPL debt Has a BNPL debt | Total sample
in the last 12 months (n=170) (n=96) (N =266)
Financial abuse* 24.7% 37.5% 29.3%
Physical abuse 15.9% 22.9% 18.4%
Emotional abuse* 21.8% 33.3% 25.9%
Harassment 1.2% 15.6% 12.8%
Sexual abuse 2.9% 6.3% 4.1%

Table note: * p < .05

120  Ibid.
121 Interview with A (n 102).
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Clients with BNPL debt were more likely to have partners who refused to
contribute to household expenses (36.5% v 20.0%) or had partners who accrued
significant debt in their name (20.8% v 12.4%) compared to clients with no BNPL
debts (Table 7).

Table 7: Prevalence of Specific Forms of Financial Abuse

Form of financial abuse experienced in the last Does not have Has a Total

12 months a BNPL debt BNPL debt sample
(n=170) (n=96) (N = 266)

Refused to contribute financially to them or the family, 20.0% 36.5% 25.9%

or would not provide enough money to cover living

expenses**

Controlled or tried to control their income or assets 13.5% 21.9% 16.5%

Refused to pay child support payments when required to 14.1% 20.8% 16.5%

(previous partner only)

Controlled or tried to control them from knowing about, 12.9% 20.8% 15.8%

having access to, or making decisions about household

money

Accrued significant debt on shared accounts, joint credit 12.4% 20.8% 15.4%

cards, or in their name”

Damaged, destroyed or stole any of their property 11.8% 17.7% 13.9%

Deprived them of basic needs (eg, food, shelter, sleep, 11.8% 8.3% 10.5%

assistive aids)

Pressured or forced them to sign financial documents 10.0% 10.4% 10.2%

Forced them to deposit income into their partner’s bank 5.9% 11.5% 7.9%

account

Manipulated or forced them to cash in, sell, or sign over 5.3% 11.5% 7.5%

any financial assets they own

Controlled or tried to control them from working or earning 7.1% 7.3% 7.1%
money

Deliberately delayed property settlement after the 8.2% 5.2% 71%
relationship ended (previous partner only)

Controlled or tried to control them from studying 1.8% 2.1% 1.9%
Prevented them from opening or having their own bank 0% 0% 0%
account

Manipulated or forced them to access their 0.6% 0.0% 0.4%

superannuation fund early

Table note: * p =.066, ** p =.003 (item rows shaded).
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During the interviews, caseworkers explained:

[A] few clients [had] no access to funds in the home. Even though she worked full
time, she’d never seen any of her income. So, for basic jocks and socks for the
children, BNPL, no other access to money. It was easy for her to access it even
though she had no way of actually paying it back. And, equally, single mothers that
actually are not receiving child support, they’re actually using it for food. The only
way they can shop is to use BNPL and then worry about paying it back when they
can or even making minimal payments.'*

[Wihen there’s other financial abuse, if the perpetrator’s not paying rent or not
covering bills or groceries, then that’s when the victim survivors will turn to BNPL
to cover those sorts of things.'”

‘Whitegoods, household appliances - 13.5%

Food or groceries — 52.1%
Children's items _ 34.4%
Clothing or shoes _ 22.9%
wtility bitls [ 177%
Transport/petrol - 15.6%

Medication, health - 12.5%
Car expenses - 8.3%
Education items - 6.3%
Rent [ 6.3%
Travel, holidays . 52%
Beauty, hair . 4.2%
Furniture . 4.2%
Entertainment I 3.1%

Pet expenses I 2.1%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 2: What products or services did the client purchase using these accounts? (N = 96)

122 Interview with B (n 106).
Interview with D (n 107).
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At the same time, survivors in these situations struggle to afford repayments
and often end up deeper in debt. Caseworkers observed that financial abuse
commonly occurs alongside other forms of violence and abuse. In the interviews
and survey, participants cited instances of financial abuse occurring as part of
broader patterns of coercive control, including abuse of legal systems and ‘hiding
assets and business income to hinder child support payments and avoid fair
property settlement’. The survey found that intimate partner abuse in the previous
12 months was prevalent among clients, particularly among those who had BNPL
debts (Table 6). At times, multiple forms of abuse compound the challenges faced
by survivors — as described by one interviewee:

[SThe’s a [professional], she’s educated, but English is her second language ... She
said there was a document that she was coerced and manipulated to sign. Didn’t
know what that document was. She couldn’t provide it. We attempted three times —
all these were mortgages. One’s under dummy directorship, she’s a guarantor and
two other properties all jointly owned by her. And her former husband has used
every system possible ... There have been ongoing legal issues related to these four
mortgages and she’s had no voice, no say ... Her credit file ... is shot to pieces ...
the last eight years’ impact.'

The financial hardship experienced by clients who used BNPL is reflected in
findings from the survey. The overwhelming majority (86.2%) of BNPL users had
difficulty making repayments. More than three quarters of clients (77.7%) missed
a payment. Centrelink payments were the main source of income for more than
half (53.8%) the clients. Close to 40% of clients incurred all or most of their BNPL
debt for essentials. Clients often purchased food or groceries (52.1%), followed by
children’s items (34.4%) (Figure 2).

Financial counsellors posit that the use of BNPL masks financial hardship when
interventions such as hardship assistance, No Interest Loan Schemes (‘NILS”) or
Centrelink entitlements could have facilitated better outcomes.”” However the
administrative burden and waiting time associated with these other options, and
restrictions on the use of NILS funds, make BNPL a far more attractive option.
The survey reveals that clients (17.7%) were using BNPL for utilities, although
the availability of utility relief grants for essential services and other hardship
assistance could potentially have provided respite from escalating debt and risks of
incurring late payment fees. While BNPL is often marketed as ‘interest-free’, late
payment incurs fees that can be substantial in proportion to the amount owed.'*
Previous studies observe that BNPL consumers often prioritise BNPL payments,
taking out other credit or cutting back on food and necessities, at times because
automated direct debit repayments leave insufficient funds for rent and other living
expenses.'”” Hence, access to BNPL provides temporary relief, but for people who
struggle with unaffordable debt on limited incomes, BNPL use at times aggravates
financial precarity.

124 Interview with A (n 102).

125 FRLC Submission (n 83) 11.

126 This is discussed further below in Part V(C).
127 FRLC Submission (n 83) 11.
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The finding that family violence, especially financial abuse, was more
prevalent among clients who had BNPL debts resonates with research that
reveals a correlation between family violence and financial insecurity.”” Anne
Summers’ study underscores the common experience of violence and poverty
experienced by many single mothers, finding that half of the 185,700 women
relied on government payments as their main source of income."” Many survivors
experienced considerable financial stress despite being employed, as their earnings
were inadequate to support themselves and their children. The impacts of family
violence on survivors’ mental health, and the challenges that single mothers face
in juggling the demands of parenting and employment, while trying to deal with
the social welfare system and financial hardship, have been documented in various
studies.” The long-term financial precarity of women who have experienced
financial abuse is also highlighted in Lucinda O’Brien, lan Ramsay, and Paul
Ali’s study. According to them, bankruptcy among older women is linked to the
long-term ‘financial cost of single motherhood’, often without child support from
former partners."'

Our interviews further illuminate some of the ways in which family violence
impacts survivors’ financial security in the longer-term. Coerced debt and other
forms of financial abuse lead to impaired credit histories which, in turn, limit
access to mainstream credit. With few options apart from credit that comes with
significant fees for late payments, breaking the cycle of financial disadvantage is
challenging. Yet, there is potential to disrupt the harm from coerced BNPL debt,
and financial abuse, through regulatory reforms.

C The Need for Reforms

The interviews took place shortly after the Treasury Laws Amendment
(Responsible Buy Now Pay Later and Other Measures) Bill 2024 (Cth) was
released for consultation. We sought participants’ views on the likely impact of
the reforms, particularly the rebuttable presumption that amounts below $2,000
meet the requirements and objectives limb of the unsuitability test. Interviewees
remarked that the vast majority of clients they see have BNPL accounts under
$2,000. As such, they took the view that the draft legislation would be unlikely
to bring about change for the majority of their clients. Although their clients
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130 Heather Douglas, ‘Domestic and Family Violence, Mental Health and Well-Being, and Legal
Engagement’ (2018) 25(3) Psychiatry, Psychology and the Law 341 <https://doi.org/10.1080/13218719.2
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often ‘have multiple BNPL accounts that will be well above $2,000* in total,
‘each account is less than $2,000’."* Further, they were of the opinion that BNPL
amounts below $2,000 pose risks to consumers, including survivors who are trying
to rebuild their financial security, as many ‘don’t see [BNPL] as a debt in their
minds’,"” and the advertising of BNPL as interest-free, often with opaque fees,
reinforces this perception:

It’s not debt in their minds ... because it’s only a $20 payment, but ... it’s $20 + $20
+ $30 + $40 + $70, and actually it’s $500 over a fortnight or whatever. Instead, in
their mind they’re thinking, ‘Oh, it’s just $20°. It’s those small purchases that bring
them unstuck. If your financial literacy is not great, then it’s just a slippery slope ...

[BNLP] is so easy to use and a lot of our clients are not very financially savvy and
so they spend it when they really shouldn’t."**

Interviewees expressed concerns over the weaponisation of BNPL to perpetrate
family violence. They described the multiple ways in which BNPL debt can be
coerced, such as intimate partners using threats, memorising PIN numbers, or
promising to repay before subsequently reneging. Even after separation, previous
partners impersonate survivors online and take out BNPL loans without their
knowledge. Caseworkers highlighted the need for prescriptive laws that require BNPL
providers to respond appropriately to family violence, and a better understanding of
the dynamics of family violence among BNPL providers’ staff who handle hardship
applications.” They also emphasised the importance of having checks and balances
to guard against the misuse of another person’s identity information to apply for
BNPL. An interviewee observed that BNPL providers should ‘at least confirm that
the person making the application is actually the person ... [the process] should not
be automated’.” ‘Strengthening security around that sort of access, particularly with
improved technology of facial identification and fingerprints can now be a way of
minimising’ the risk of BNPL accounts being accessed by unauthorised persons."’
In addition to strengthening identity verification, more can be done to alert account
holders of unauthorised transactions, such as sending ‘an SMS to notify’ account
holders, or asking ‘is this transaction your transaction?’

V RECOMMENDATIONS

The two datasets shed light on the ways in which BNPL intersects with
family violence, exacerbating financial hardship for survivors. They illustrate
how current legal frameworks are susceptible to being weaponised to perpetrate
financial abuse, resulting in substantial harm which is aggravated by credit
providers’ inadequate responses. Harassment by debt collectors and difficult,
protracted negotiations with BNPL providers for debt waivers exacerbate the
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134 Ibid.
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harmful impacts on survivors. Coerced BNPL debts adversely affect survivors’
credit histories, undermining their financial security, with lasting consequences
such as being unable to refinance their home. The findings of our study resonate
with the PJC’s finding that gaps in regulatory frameworks are susceptible to
being weaponised to perpetrate financial abuse.'**

BNPL is susceptible to being used as a means of perpetrating financial abuse
for several reasons. In addition to its accessibility through online platforms and
minimal identification requirements, its underlying legal frameworks are vulnerable
to being weaponised to coerce survivors into becoming liable for debt incurred
by perpetrators. The laws that hold parties to a contract responsible for payment
obligations are underpinned by the assumption that such contractual obligations
are voluntarily accepted, as an exercise of free will by a rational, informed person
with equal bargaining power."” Such assumptions are at odds with the realities of
family violence. Survivors and their advocates face an uphill battle in trying to
convince BNPL providers that the debts were coerced as part of family violence,
or that BNPL was used fraudulently in the survivor’s name by a partner or former
partner." Failure by BNPL providers to recognise financial abuse further enables
perpetrators to exploit these vulnerabilities, and to use debt collection mechanisms
as means of harassing survivors."'

The ‘manipulation of legal and other systems by perpetrators of family
violence ... to exert control over, threaten and/or harass a current or former
partner’ constitutes systems abuse which the National Plan to End Violence against
Women and Children 2022-2032 underscores as a critical problem that we need to
eliminate.'* Legal systems have been misused to control survivors and deplete their
resources even after separation from the perpetrator in various ways, including
protracted family law proceedings, and interactions with the law over intervention
orders, credit, immigration, child support, and social security.'* Perpetrators
are able to use legal processes, and the people involved in these processes, to
harass survivors, in part due to the widespread failure to recognise and respond to
nonphysical abuse and ‘gendered dynamics of power and control’.'*
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Survivors’ challenges are compounded by the difficulties in interactions with
the police. Victims often do not make police reports for fear of reprisal.” Even
when they report such fraud, survivors have found that they are ‘unlikely to be taken
seriously by the police and investigated, much less prosecuted’.'* These persistent
challenges point to failures in existing regulatory frameworks in responding to
the lived realities of family violence. Further, less visible, non-physical forms of
violence such as coercive control and financial abuse are poorly recognised in the
community. Victims themselves do not recognise it at times, or may not disclose it
for various reasons."’

The PJC’s report emphasised the importance of incorporating safety by design
to disrupt financial abuse."* Survivor advocates have had encouraging success in
influencing major banks to incorporate some aspects of safety by design in their
financial products to prevent financial abuse."” The recommended principles for
financial products designed with customer safety in mind are transferrable across
the financial industry landscape. As they stand, the modified RLOs for amounts
under $2,000, and the minimal checks they require, leave open the risk of financial
abuse remaining undetected. Yet, providers can voluntarily adopt measures
designed to detect and prevent harm from financial abuse. Taking steps to disrupt
the weaponisation of their products would be in line with increasing community
expectations that businesses should have a social licence to operate.”™ Likewise,
broader international business norms such as the United Nations’ Sustainable
Development Goals emphasise the imperative for businesses to mitigate the
adverse impacts on vulnerable communities related to their business practices."'
In addition, Australian credit licensees are required to act ‘efficiently, honestly
and fairly’."” Their responsibility is to act fairly and to take basic steps to prevent
financial abuse through their systems. ASIC could also set out what this entails in
their regulatory guide for credit providers or a letter to Chief Executive Officers.

Part V(A) considers interventions that may be adopted to mitigate the risk of
BNPL being weaponised to perpetrate financial abuse. These strategies are also
likely to have relevance for other emerging forms of non-bank credit which are
gaining traction, such as wage advances.'” The discussion then turns to examine
how credit providers can respond better to signs or disclosures of financial abuse in
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Part V(B). BNPL has also served as a safety net for survivors in financial hardship,
enabling them to pay for essentials and the added expenses of escaping violence.
At the same time, when they are unable to make repayments on time, late fees
exacerbate financial stress. Part V(C) considers the need for alternative sources of
assistance, affordable credit which is easily accessible, and strategies to address
the underlying causes of poverty, including increases in government payments
such as parenting payments, JobSeeker, and family violence crisis payments.

A Prevention

Our empirical findings resonate with emerging evidence that BNPL accounts
are commonly opened in survivors’ names without their knowledge due to the
minimal identification requirements."** To alleviate the risk, several measures may
be adopted to strengthen identity verification. A ‘selfie’ of applicants captured
during the application process allows biometric verification which guards against
unauthorised use of another person’s identity documents. Similar processes are
used in Australia for procedures such as police or criminal history checks, and in
some countries are mandatory for online credit providers.”” While such measures
are not foolproof, as survivors may at times be coerced into posing for a selfie, the
additional requirement serves as a deterrent against fraudulent misuse of another
person’s identity. In addition, documents which are often required as part of the
standard RLOs, such as payslips to verify income, could help reduce the risk of
the use of survivors’ identity particulars without consent. The lower verification
requirements under the modified RLOs (if BNPL providers choose this option) for
amounts under $2,000 are unlikely to include payslips.

The PJC recommended that credit providers should take reasonable steps to
‘be satisfied’ that a borrower is not experiencing financial abuse."® The Committee
also recommended that ‘lender[s] must take reasonable steps to verify the lending
requirements and objectives of each borrower and any guarantor’.” Yet, the
minimal information currently required from prospective borrowers for amounts
below $2,000 is insufficient to enable financial abuse to be detected.”* Voluntary
adoption of at least some of the safeguards provided by the RLOs as part of ‘safety
by design’ can help deter identity fraud and coerced debt from which survivors

The survey found that 9.4% of clients who had a BNPL debt also used wage advance products, and 77.8%
reported that it caused ‘quite a bit’ or a ‘great deal’ of financial stress.
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derive no benefit.”” Consumer advocates argue that survivors often cannot afford
to repay coerced debt without substantial hardship, and affordability checks help
to prevent such coerced debts.'®

While the BNPL industry favours the retention of frictionless processes,
positive friction plays a critical role in safety by design."' Jasmine Opdam, Senior
Policy and Advocacy Officer, Redfern Legal Centre, observes:

[Wlhat is the harm to the rest of the population if they have to wait an extra, in
some cases 60 seconds, five minutes, for a loan to be approved? ... Do we need to
be providing credit within the space of 60 seconds if it means that we’re putting a
large segment of the population at considerable financial harm and costing victim-
survivors and our entire national economy over $10 billion a year?'®

B Responding to Financial Abuse

As gatekeepers, credit providers have the capacity to prevent financial abuse
through their systems, as well as mitigate harm where coerced debt has taken
place. During the interviews, caseworkers underscored the challenges and delays
which survivors and their advocates face in negotiating with BNPL providers over
coerced or fraudulent BNPL debts. Harassment by debt collectors and the financial
and psychological stress of dealing with debt incurred through abuse undermine
survivors’ efforts to rebuild their lives. Previous studies have also criticised BNPL
providers’ inflexible and inconsistent hardship assistance, highlighting the need for
improved responses to disclosures of family violence.'*

1 Family Violence Policies

The EARG asserts the need for industry-wide family violence policies aligned
with the Australian Banking Association’s (‘ABA’) industry guidelines. This would
serve to educate members on signs of financial abuse and appropriate responses
including releasing survivors from joint debt where appropriate.'” According to
the EARG:

Some BNPL providers do not have hardship teams or family violence policies at all,
and may mislabel coerced debts as financial stress or financial irresponsibility. Our
members and clients have received inappropriate responses from BNPL providers
when issues of family violence are raised, such as asking for unnecessary evidence,
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or insisting that a victim survivor provide a police report or intervention order to
‘prove’ that they have experienced family violence, even where an intervention
order is not available in their circumstances. ... In some cases, our members have
been ignored after raising issues of family violence and financial hardship and have
never received an outcome from the BNPL provider.'”

In some instances, BNPL providers have refused to assist survivors on grounds
that they ‘received the goods’, although in many cases the perpetrator was the
individual who retained the goods.'® The EARG recommends that industry
guidelines should include ‘a clear process for waiving coerced debts, removing
adverse information from credit reports, and commitments not to sell debts to third
parties when the BNPL provider is on notice of family violence’.'”

Caseworkers highlight problems with credit providers requesting documents
that put survivors at risk of harm to retrieve.'® Requiring survivors to produce
court orders as evidence of financial abuse, and financial documents that they
cannot access, adds to the stress they experience and causes unnecessary delays.
The EARG posits that there are grounds for credit providers to be more accepting
of survivors’ disclosures of family violence given that there are many barriers
to survivors making a police report about financial abuse.'” In addition to the
problem of reports being dismissed by the police, some survivors avoid reporting
the abuse to the authorities for fear of making the perpetrator angry and escalating
the violence." Like the EARG, the National Domestic and Family Violence Bench
Book notes that false claims of family violence are very rare, and ‘research to date
indicates that it is more likely that they will be reluctant to raise allegations for fear
of having their motives questioned’."”

Family violence policies that prescribe appropriate responses to disclosures of
financial abuse are an important aspect of safety by design."”” The ABA’s family
violence guidelines, for instance, have fostered better outcomes for survivors
through interventions such as debt waivers in response to financial abuse.'” At the
same time, the current ABA’s family violence policies were developed for in-person
interactions, and some of their prescriptions are unsuited to digital platforms."

2 Adaptations for Online Credit

In seeking to mitigate the risks arising in an online context, potential adaptations
include the use of artificial intelligence (‘Al’) to detect unusual patterns in BNPL

165 EARG Regulating BNPL Submission (n 3) 6.

166 1It’s Credit (n 37) 19.

167 EARG Regulating BNPL Submission (n 3) 6.

168  Good Shepherd, Submission to Treasury, Buy Now Pay Later Regulatory Reforms (April 2024) 7 (‘Good
Shepherd Submission”).

169 EARG Financial Services Submission (n 159) 16.

170 EARG Regulating BNPL Submission (n 3) 2; EARG BNPL Reforms Submission (n 54) 3.

171  Australasian Institute of Judicial Administration, ‘National Domestic and Family Violence Bench Book’
(Bench Book, 2022) [3.1.11] <https://dfvbenchbook.aija.org.au/article/1085400>.

172 Good Shepherd Submission (n 168) 7.

173 ‘Preventing and Responding to Violence’ (n 25) 9-10.

174 FRLC Submission (n 83) 14.



282 UNSW Law Journal Volume 49(1)

transactions, akin to that used to detect credit card fraud."” Machine learning
models that identify fraud and detect abnormal purchases based on analysis of the
customer’s transaction history, profile, and spending patterns, enable banks to alert
customers of suspected fraud, and query whether the transactions were authorised.
Similar Al-enabled behaviour analysis could potentially be mobilised to identify
financial abuse by perpetrators who appropriate survivors’ BNPL accounts
through coercion. In our interviews, caseworkers took the view that perpetrators
tend to have different spending patterns, and were more likely to use BNPL for
discretionary items, such as a gaming console or gift cards, while survivors tend to
use BNPL for essentials.

The use of Al could potentially help to bridge the gap in existing safeguards
against coerced BNPL debt, enabling credit providers to raise a query with borrowers
if there are transactions inconsistent with usual patterns of spending that may be
unauthorised or coerced. This will provide survivors a discreet means of alerting
the credit provider of coercion, which will then enable the credit provider to decline
the transaction. Such mechanisms are not a silver bullet, and, in circumstance
of coercive control, perpetrators could potentially coerce survivors to confirm
abusive transactions. Nevertheless, at present there are limited channels through
which survivors can alert credit providers of abusive transactions. Enabling more
effective communication between survivors and credit providers would increase
chances of timely intervention to curb harm from the weaponisation of credit.

C Survivors’ Poverty

Our empirical study revealed that a significant proportion of BNPL users
reflected in the survey had experienced abuse and were in financial stress. Many
relied on BNPL for essentials and struggled to meet repayment obligations. The
findings resonate with studies that highlight the poverty and hardship that many
survivors experience following financial abuse and other forms of family violence."
BNPL at times functions as a safety net but when consumers are unable to meet
repayment obligations, the late fees exacerbate their financial difficulty. Although
fee caps of $320 for the first 12 months and $245 for subsequent 12-month periods
have been introduced, the fees are still considerable for borrowers who are struggling
to make ends meet."”” Most BNPL contracts are below $2,000 and, as a proportion
of the amount borrowed, $320 is 16% of a $2,000 BNPL contract, or 20% of a
$1,600 BNPL contract. The latter is comparable to credit card interest rates.” For
a client reliant on Parenting Payment Single, for example, fortnightly repayments
on a $2,000 BNPL debt could be almost half of their Centrelink income, leaving
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insufficient money to live on.'” If more than one BNPL debt is owing, the proportion
would be even greater, and a debt spiral would be rapid and severe.

The increasing indebtedness has longer-term adverse impacts on survivors’
credit histories. Alternative sources of assistance that meet the needs of survivors
and people experiencing financial stress are urgently required. For instance, the
Escaping Violence Payment could be increased to provide much-needed funds to
pay for rent and other necessities."* This would alleviate the problem of survivors
becoming caught in a debt spiral from BNPL debts incurred while trying to escape
abuse. Debt does not build resilience — it only exacerbates financial hardship.
Defaults listed on survivors’ credit histories prevent them from accessing
mainstream credit.™ This, in turn, has significant flow-on effects, such as difficulty
getting a home loan, or even securing a rental lease, which may lead to housing
insecurity.

People who experience financial abuse are more likely to approach credit
providers for assistance than other services."” Hence, credit providers are well-
placed to inform at-risk individuals of appropriate sources of help. These signposts
should include information about free financial counselling, and listing contacts
such as the National Debt Helpline and family violence services on their online
platforms, as part of the applications process. In the United Kingdom, the Financial
Conduct Authority’s guidance on the fair treatment of vulnerable customers
similarly recommends that firms should signpost at-risk customers to appropriate
external services with specialist expertise.'”

To mitigate the risk of increasing financial stress from reliance on high cost
credit for necessities, BNPL providers should share information on alternative
sources of assistance, such as utilities relief grants and other community services
such as food banks. Online payday lenders, for instance, are required to provide
prospective borrowers a notice about low cost alternatives, such as payment plans
with utilities providers and free debt help, while warning that borrowing small
amounts is expensive."™ Likewise, fees for late BNPL payments, and the risks of
debt spirals, should also be made clearer. At the same time, underlying causes of
poverty such as financial abuse through avoidance of child support payments must
be urgently addressed.'®
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VI CONCLUSION

Our research demonstrates how systemic weaknesses in the BNPL regulatory
framework and inadequate redress mechanisms are weaponised against survivors
of family violence, most of whom are women. The poverty and over-indebtedness
survivors experience resulting from financial abuse leads to far-reaching and
enduring consequences, encompassing significant physical, mental, and emotional
harm. These have flow-on impacts on community services working to mitigate
harm caused by BNPL products, healthcare systems, and the broader economy.
The minimal information required under the modified RLOs for LCCCs leaves
survivors vulnerable to financial abuse. Yet, BNPL and other low cost credit
providers have the capacity to mitigate the risks by voluntarily adopting safeguards.

First, credit providers can strengthen identity verification to deter perpetrators
from fraudulently misusing survivors’ personal data to apply for BNPL. Steps such
as asking for payslips, or requiring the provision of photo identification and a selfie
captured during the application process, can help deter financial abuse. Second,
by adopting family violence policies and training staff to respond appropriately
to disclosures of financial abuse, BNPL providers can disrupt harm from family
violence and help strengthen survivors’ financial security. The digitalisation of
credit has also led to a need for interventions to mitigate risks of financial abuse
through online platforms. Potential adaptations include the use of machine learning
to detect abnormal patterns in transactions which may be indicative of coerced debt,
allowing providers to raise queries with borrowers as to whether these transactions
are authorised, and enabling early intervention.

Our findings also highlight the problem of survivors relying on BNPL for
essentials, exacerbating over-indebtedness, hardship, and financial insecurity.
There is an urgent need to address underlying problems of poverty among survivors
who are escaping violence. Importantly, financial support for survivors must be
increased, and measures should be taken to curb non-payment of child support and
other forms of financial abuse.



