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Executive Briefing

Significant numbers of people in the UK
operate on a strictly cash only basis,
increasing their costs and reducing their
choices.

All available UK research concludes that
there are many people in the country who do
not have a current bank account but who say
that they need the services that it offers:

To pay income into.

To hold that income until it is needed.
To cash cheques.

To pay bills easily and economically.
To make other purchases.

To provide access to affordable credit.

Some commentators conclude that this is
simply a matter of ‘self-exclusion’. But this
assumes that the options currently available
in the marketplace actually meet the needs
of low income consumers. In practice,
some people worry about overdrawing,
some worry about losing control over their
finances, and some are not fully aware of
the advantages of having a bank account.
So, ‘need’ is not always translated into
actual ‘demand’.
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Practical action is possible to increase
choice, but it will not happen
automatically and will require leadership
and a clear direction.

One challenge is to ensure that options exist
that meet a clear need, currently unmet, for
basic banking services for people currently
outside the banking system.

They key is universality. In addition to
encouraging take-up of existing offerings, it
is widely agreed that simple money
transmission accounts, with no overdraft
facilities, have an important role to play.

A second challenge is to ensure that options
exist for accessible and affordable credit for
people for whom the current offerings in the
marketplace are not suitable.

Credit Unions, community reinvestment
legislation and intermediary ‘gateway
institutions’ all have a potential role to play,
but seem unlikely to offer a potential
solution of sufficient scale in the short term.
Rather, direct government action is, in our
view, also required.

Our report provides some overall direction to the debate, in terms of the strategic
solutions to which all the interested parties should be aiming. In that sense, it aims to
complement other recent research, such as that undertaken by the Office of Fair
Trading and the Personal Finance Research Centre at the University of Bristol.
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BASIC BANKING SERVICES FOR
MONEY TRANSMISSION

The Finance Industry Working To A
Clear Goal Of Universality?

The key issue is whether market processes are
such that the problems of financial exclusion
will automatically disappear over time.

We suggest that the financial services industry
itself should be given the opportunity of
achieving the goal of universality, with simple
facilities which have no overdraft facilities
being an important part of the solution. Only if
this ‘voluntary’ approach does not deliver
should the government then legislate.




METHODS FOR DELIVERING
BENEFITS

ACCESS TO AFFORDABLE
CREDIT

Banks As ‘Back Office’, Post Offices
As ‘Front Office’?

In such a scenario, benefits would be paid into
accounts operated by banks but with customers
being able to access these accounts via post
offices.

Such an initiative is potentially in the interests
of all parties. But it will necessarily take some
time, and maybe some encouragement, to
develop.

Requires Government Involvement In
Delivery?

We do not see this as a subject which is likely
to be resolved by the financial services
industry. Rather, we suggest that any solution
will require direct government action and, as
discussed below, it has the means at hand to do
something about it at relatively low cost.




A CHECKLIST FOR EVALUATING OTHER PROPOSALS

Basic Banking Services For Money Transmission

e Is the objective clear?

e Does the objective include universal access to electronic methods of money transmission?
¢ Does the objective include an overall timeframe for its achievement?

e Are there clear means for achieving the objective?

e  Will consumer choice be increased as a result?

e Is there a fallback plan?

Benefits Delivery

e Does it address the risks of the closure of many post offices?

e Does it achieve the objective of reduced government costs for benefits delivery?
e  Will consumer choice between banks and post offices be maintained?

e Does it avoid the risk of unilateral action by individual government departments?

Access To Affordable Credit
e Does it address the issues of accessible and affordable credit to low income consumers?
e Are there clear means for achieving the objective?

e Will consumer choice be increased as a result?
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The New Policy Institute is a progressive think tank, founded in 1996. One of our major
interests lies in the major service institutions of the modern economy, whether in public or
private sectors and how to ensure that fairness goes hand-in-hand with efficiency.




