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Introduction

Since 1998, there has been growing interest in
finding ways to overcome financial exclusion,
with new and proposed initiatives from central
government, not-for-profit organisations and the
private sector. These include schemes aimed at
making money management less costly and less
time-consuming for people who do not use a
bank account, and extending access to financial
information and advice. The impetus for much of
this activity was a report by Policy Action Team
14, led by HM Treasury, on widening access to
financial services (HM Treasury, 1999). Also
important have been developments relating to
savings and assets, which form part of a wider
debate on asset-based welfare. HM Treasury
recently outlined a number of proposals to
encourage saving among lower income families in
a series of consultation documents (HM Treasury,
November 2000, April 2001, November 2001).

However, there has been little systematic
consultation with the intended beneficiaries
about the relative merits of the very different
types of solution that are currently being
developed. While a degree of competition is
clearly desirable, there is a danger that time and
effort will be spent on solutions that have limited
appeal among people with low or modest
incomes. And just as important, vulnerable
consumers may find it difficult to select the
solutions that may best meet their needs.

Commumnity select commiltees are one way of
carrying out this type of consultation. These are
modelled on the parliamentary departmental
select committees, which are responsible for
scrutiny of government departments. In
particular, they are based on the ‘evidence
sessions’ used by select committees to focus on
one specific issue, such as the Social Security
Select Committee Inquiry into the Social Fund.

Evidence sessions are attended by expert
witnesses, who are questioned by committee
members in order to explore the issue in depth.

The community select committee approach was
designed and used successfully in an earlier
research study that explored ways of tackling
financial exclusion in a deprived area of Bristol
called Barton Hill (Collard et al, 2001). The
approach appears to have several advantages that
warrant further piloting. First, it allows a
relatively small group of people to come together
in their community to discuss an issue in
considerable depth. To facilitate this discussion,
the people hear evidence from a range of expert
witnesses. In the case of Barton Hill, this
evidence consisted of information about a range
of financial products and services provided by
commercial, not-for-profit and voluntary
organisations. More importantly, however, local
people are able to question the witnesses;
indeed, the residents of Barton Hill proved to be
skilful cross-examiners.

Aims of the research

The dual aims of the study were, first, to subject
current and proposed developments in financial
services provision to scrutiny by their intended
beneficiaries, and second, to further develop
community select committees as a means of
involving stakeholders in policy and service
development.

Within this, the study had a number of more
specific objectives:

e to assess current initiatives on asset-based
welfare and the encouragement of saving
among people with low or modest incomes;
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e to assess current initiatives designed to assist
people with low or modest incomes with day-
to-day money management, including financial
information and advice services;

e to identify the range of initiatives in these two
policy areas that most closely match the
aspirations of their intended beneficiaries;

e to test, refine and evaluate the select
committee technique;

e to prepare guidelines for others who may wish
to use the select committee technique to
evaluate social policy initiatives.

Research methods

The study comprised four community select
committees with people on low or modest
incomes'. The committee members were
selected to reflect the intended beneficiaries of
policies relating to asset-based welfare and
money management.

The two community select committees focusing
on savings and assets comprised people from
one and two-parent families with dependent
children, and young people up to the age of 26.
All of these committee members were local
authority or housing association tenants.

Less than £13,000 gross per annum for single people and
less than £18,000 for families with children.

The two community select committees looking at
money management were made up of people
who were on the margins of mainstream financial
services, including one group of homeless
people who sold the Big Issue magazine.

Two of the community select committees were
held in Leeds, one on savings and assets and the
other focusing on the money management needs
of homeless people. The savings and assets
community select committee comprised seven
women and seven men aged between 24 and 41,
who were recruited door-to-door from the Ebor
Gardens estate in the east of the city (Box 1).
The select committee with homeless people
comprised seven men and one woman, aged
between 25 and 30, who were recruited by a
support worker from the Big Issue in the North.

The other two community select committees
were held in Bristol. One of these focused on
savings and assets, and was made up of eight
men and six women aged 18 to 26. The other
community select committee looked at two
topics: money management and financial
information and advice. This group was made
up of six men and eight women, aged between
22 and 45. All these committee members were
recruited door-to-door from the Hartcliffe
housing estate (Box 2).

Box 1: Ebor Gardens

Ebor Gardens is one of six distinct localities that make up the Burmantofts and Harehills neighbourhood
renewal area in east Leeds. A Community Plan for regeneration of the area has been developed, and Ebor
Gardens is also part of the local council's Estate Action programme, which aims to tackle housing voids and
the physical deterioration of the local environment. Key issues identified in the area are unemployment, high
crime levels, and poor health. Local residents also have below-average levels of literacy and numeracy
compared with Leeds as a whole. Apart from a post office, residents of Ebor Gardens have few local shops and

no bank or building society branch.

Box 2: Hartcliffe estate, Bristol

Hartcliffe and Withywood are two post-war estates on the southern edge of Bristol, which are the focus of a
seven-year scheme to regenerate the area. Across the two estates there are relatively high levels of
unemployment. The main issues that concern local residents are levels of crime and drug abuse. The estates
are located some considerable way from the city centre, and a recent survey indicated that residents have a
low opinion of the local bus service. And, while they happy with the service provided by the post office,

access to banks and cash machines is considered to be poor.
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The programmes for each of the community
select committees are given in the Appendix.

This report

Although the community select committees
covered a range of topics, participants identified
a number of common needs. These included:
affordability; accessibility; appropriate products;
and trusted and reputable providers. Chapter 2
explores how far these needs were met by the
products and services presented to committee
members in relation to money management and
financial information and advice. Chapter 3
addresses this question in relation to savings and
assets, and assesses the effectiveness of different
incentives to encourage people on low or
modest incomes to save. The format for
community select committees is discussed in
depth in Chapter 4. The conclusions are outlined
in Chapter 5.




Money management and
financial information and advice

In general, people on low incomes make little
use of bank accounts for handling day-to-day
money. This is largely because they fear
spending more money than they have available;
consequently, they prefer a cash budget as it
gives them greater financial control. Lack of
knowledge and trust of financial services also
plays an important part in their disengagement
(Kempson and Whyley 1999; Collard et al, 2001).

Access to banking is at its most acute among
homeless people, whether they live in hostels or
are sleeping rough. This chapter, therefore,
begins with a discussion of the needs of
homeless people and potential ways of meeting
their needs. For people with a home of their
own, bill payment is an important aspect of
managing a cash budget and a range of initiatives
have been developed for those who do not use a
bank account for this purpose. These are
covered in the second section of this chapter.
Finally, we discuss the financial information and
advice needs of people who are on the margins
of financial services.

Banking for homeless people

Previous research has shown that very few
homeless people have a bank account. A study
by the Big Issue in the North found that three
quarters of their vendors carried the cash they

earned around with them; others kept the cash at
home or gave it to family or friends to look after
(Big Issue in the North, 2000). Only one in 10
had an account with a bank or building society
and a similar number had a Big Issue vendor
account. The proportion that did not have
somewhere safe to put their money overnight
was highest among the rough sleepers; hostel-
dwellers relied on the hostel safe, while those
who had moved in to a place of their own were
the most likely to have a bank account.

The people who participated in the community
select committee (Box 3) mirrored this general
picture. Only one of them was using a bank
account, and this was a Co-operative Bank
Cashminder account. All the others had had a
bank or building society account in the past but
it was either dormant or had been closed down.
Some had chosen to close the account; in other
cases the bank had closed it because they were
in default.

The banking needs of homeless people

As noted above, the great majority of homeless
people carry all their money in cash. This poses
quite considerable security risks, especially for
those sleeping rough or living in hostels.
Research has shown that people who sleep
rough are twice as likely to be the victims of

Box 3: Big Issue vendor select committee

The committee members were all aged between 25 and 30 and included seven men and one woman. One was
sleeping on the street, two were in hostel accommodation and the rest had moved into rented
accommodation. They had been selling the Big Issue for between six months and six years.
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crime; over half had suffered from personal theft
and four in 10 were repeat victims (Ballintyne,

1999).

This problem is particularly pressing for Big Issue
vendors who may be seen collecting cash during
the day. Indeed, all the committee members had
been mugged at least once, and some on
multiple occasions. In the absence of a bank
account most had developed mechanisms to
keep their money safe. Some hid it in their
clothing, including socks and underwear, and
kept only a small amount in a bag. As one man
put it: “I just keep it on me really because there’s
no other place to put it”. Some kept a dog to
increase their security.

Carrying money around with them was not only
dangerous but also a temptation to spend.

“I spend more money every day just
because I've got it on me now, and I never
used to do that before.”

Those hoping to move into employment found
that having a bank account was often a condition
of being offered a job. Not many employers are
willing to pay in cash or to put the money into
someone else’s bank account and some
committee members had lost jobs in the past
because they did not have their own bank
account.

“It’s hard to get a job if you haven’t got a
bank account. Some places used to let me
use my sister’s. It was one way that you
could deposit money. So you could get a
job but they won’t pay you cash forever.”

Finally, when homeless people move into rented
accommodation they have to pay bills. Most

committee members chose to do this in cash at a
post office or PayPoint outlet, and would stick to

this arrangement even if they actually had a bank
account.

Policy developments

Although it did not address the specific needs of
homeless people, HM Treasury Policy Action
Team 14 considered in some detail the banking
needs of people on low incomes. This led to the
widespread introduction of basic bank accounts,
which aim to give people on low incomes close
control of their money?.

The Big Issue has played a leading role in
encouraging initiatives that widen access to
appropriate banking services for homeless
people. The Bank of Scotland was the first bank
to develop a basic bank account for people on
low incomes. Like more recent basic accounts,
this differs from other current accounts in that it
cannot be overdrawn — the balance in the
account is checked online before transactions are
processed. The Big Issue worked closely with
the Bank of Scotland to ensure that the need to
prove identity (as required under the 1994
Money Laundering Regulations) did not prevent
homeless people from opening one of these
accounts.

Building on from this initiative, the Big Issue in
Scotland and Bank of Scotland have worked
together to develop a savings account, Grand
Central Savings, for homeless people in Scotland
(Box 4). This was launched in February 2001
and is currently available to Big Issue vendors
and other homeless people in Glasgow.

Basic bank accounts, like current accounts, offer a range of
transactional services. Unlike current accounts, however,
they cannot be overdrawn and do not offer a cheque book
facility.

Box 4: Grand Central Savings

Grand Central Savings offers basic savings accounts to vendors and other homeless people in Glasgow and is
run by the Big Issue in Scotland in association with the Bank of Scotland. The service is provided through a
dedicated client banking branch of the Bank of Scotland - staffed, operated and managed by the Big Issue in
Scotland from its premises in Glasgow. The 'bank’ is open five days a week during office hours and currently
has 610 clients, an increasing number of whom now have their benefits, wages and pensions transferred

automatically to their accounts.
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Meanwhile, the Big Issue in the North has been
working on two further initiatives: one to
improve access to basic bank accounts and the
other to provide a savings account and access to
affordable credit.

Since July 2001, the Co-operative Bank has been
running a pilot scheme in partnership with the
Big Issue in the North to help homeless people
open its basic bank account, known as the
Cashminder account (Box 5). The pilot was
restricted to Manchester and ended its first phase
in December 2002. A decision has yet to be
made about whether or not to roll out the
scheme to other towns and cities.

The other recent initiative sponsored by the Big
Issue in the North is with Leeds City Credit Union
(Box 6). The credit union offers a simple savings
account, where money can be deposited,;
vendors can then use their savings as collateral
for low-cost loans.

The select committee considered each of these
three initiatives. In doing so, they raised a
number of issues against which they judged the
initiatives: ease of deposit and withdrawal; the
design of the product; the provider; and identity
requirements and credit checks.

Ease of deposit and withdrawal

Being able to deposit and withdraw money easily
was extremely important to all the committee
members and the three initiatives differed quite
considerably in this respect. The Co-operative

Bank Cashminder account offered the widest
network of outlets for deposits and withdrawals.
Money can be deposited at any post office or Co-
operative Bank branch and can be withdrawn,
using an Electron cash card, from any Link cash
machine free of charge.

In contrast, the other two initiatives offered much
more limited deposit and withdrawal facilities.
All Grand Central Savings account transactions
are undertaken through a dedicated client
banking branch of the Bank of Scotland, which is
based at the Glasgow office of the Big Issue in
Scotland. This office is normally open Monday
to Friday, from 9.00am to 4.00pm. Three days
notice are required for cash withdrawals, which
have to be done in person at the branch. The
Leeds City Credit Union operates in a similar
way. Both deposits and withdrawals have to be
made in person; the credit union office is open
from 9.00am to 4.30pm every weekday, with the
exception of Thursday, when it stays open until
6.30pm. It is also open on Saturday morning.
Withdrawals from the credit union account are
paid by cheque, which the account holder has to
take to a branch of the Co-operative Bank to
cash.

There was no doubt in the minds of the
committee members — all agreed that the
Cashminder account offered the best facilities for
deposits and withdrawals.

“You’re not just limited to one place with
the Co-op whereas with the credit union
you're limited to one place and the Bank of
Scotland you’re limited to one place. That

Box 5: Co-operative Bank Cashminder account

In this pilot scheme, the Cashminder account is intended to offer Big Issue vendors in and around Manchester
somewhere safe to keep the money they make from sales of the magazine. Special arrangements and
processes have been made to assist vendors in opening accounts. In addition, bank branch staff, who have
been specifically trained, have been doing some outreach work at the Big Issue offices.

Box 6: Leeds City Credit Union

Debt has been identified as a considerable problem for homeless people. A credit union account offers a
means not only of keeping money safe, but also of accessing low-cost loans through regular saving. Some Big
Issue vendors in Leeds already have accounts with the credit union.
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one, you could be a hundred miles away
and you can still access your money.”

“If you've got the Co-op account and
you've got a bit of cash in it, it's go to a
cash point or go somewhere where you can
use the Electron card. Whereas if it’s the
credit union or the bank in the Big Issue
office, and if any disaster happens you can’t
take some money out on a Saturday night,
you just have to wait till Monday.”

A further disadvantage of the Grand Central
Savings account was that most select committee
members felt unsafe about the possibility of
depositing or withdrawing money at their Big
Issue office. They feared that they would, at the
very least, be harassed for cash by fellow
vendors and, at the very worst, become targets
for more organised muggers as word would
quickly spread that banking facilities were
available on the premises.

“There are people who specialise in
robbing off of us lot doing the Issue. 1If
they know we’ve got banking facilities in
here as well, you'll just get them lurking
around the corner and waiting for people to
use the bank. T'd rather go to a real bank
because it’s just one more time that you're
vulnerable to someone robbing you,
coming out of here especially if you've
saved up a few hundred pound.”

Provider

Views and perceptions of financial institutions
have an overwhelming impact on the choices
people on low incomes make regarding financial
products (Kempson and Whyley, 1999; Collard et
al, 2001). The community select committee
members felt strongly that banks did not
understand homelessness and were only
concerned about making money.

“It boils down to having money. That’s all
they want. If you haven’t got anything to
give them then they don’t want to know....”

The most pervasive view was that banks put
profit before customer service. For a few people
they were simply “a con” and could not be
trusted. These views had been formulated
through a combination of past experience, word-

of-mouth and media coverage, but some people’s
views had been reinforced by their attempts to
engage with banks since becoming homeless.

“Sometimes if you go in they stick their
noses up at you if you're scruffy. If you
walked in a suit or if you walked in off the
streets they look at you totally differently.”

Misconceptions about the banking industry
further fuelled the mistrust that vendors felt.
Some committee members believed that it could
take quite a long time to open an account
(although this may well be true for people who
do not have sufficient proof of identity). Others
thought that they needed a substantial amount of
money in order to open an account. And a small
number were concerned that information about
their bank account could be passed to the
Department for Work and Pensions.

One select committee member had recently
opened a Co-operative Bank Cashminder
account and was very positive about it. He
undoubtedly swayed the views of other
committee members, as they were less suspicious
of the motives of the Co-operative Bank than
they were of the Bank of Scotland’s involvement
in the Grand Central Savings scheme.

Committee members were, however, most
positive about Leeds City Credit Union. As other
research has found, they preferred to deal with
an organisation they felt would understand their
needs (see, for example, Kempson and Whyley,

1999).

“You are known to those people, therefore
you're not seeing a faceless corporation,
effectively, you're seeing someone you
know.”

They also thought that they would be treated
with greater respect and dignity, which was very
important for recovering their self-esteem.

“They would make you feel like a normal
human being again and not some dirty
smack head that lives on the streets.”

Identity requirements and credit checks

All financial service providers are covered by the
1994 Money Laundering Regulations, and anyone
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who wants to open an account has to provide
proof of both their identity and their address.
This is difficult for homeless people and the
situation has become even tighter following the
recent clamp-down on terrorism.

“ID is a nightmare especially if you're
homeless, everybody expects you to have a
passport and a driving licence and I haven'’t
got either of them.”

All three providers were well aware of these
difficulties and were prepared to accept as proof
of identity a letter of introduction from the Big
Issue office, a GP or the Benefits Agency. This
was used to corroborate whatever other type of
proof the homeless person could produce,
usually a Big Issue vendors’ identity badge. The
Co-operative Bank sent cash cards and PIN
numbers for people with no fixed address to its
Manchester branch and the PIN number to the
customer, care of the Big Issue office.

In addition, the vast majority of homeless people
would be unlikely to pass a credit check for an
ordinary bank or building society account either
because they have no regular income or fixed
address or because they have a poor credit
history. None of the three accounts presented
to the committee members required a credit
check, although the Co-operative Bank would
not provide accounts to people who had
previously committed fraud (this would be true
of any bank or building society). The only other
restriction was imposed by Leeds City Credit
Union, which required members to have a fixed
address before they could take out a loan®.

Given the nature of the schemes, it is likely that
vendors would receive help from Big Issue staff
to open an account with Grand Central Savings,
and from credit union staff if they wanted to
become a member of the credit union. The Co-
operative Bank has also made arrangements to
assist vendors with opening Cashminder
accounts, including face-to-face guidance while
filling in the necessary forms, and this was
welcomed by some of the committee members.

Leeds City Credit Union will accept a hostel as a fixed
address, but requires additional supporting evidence, such
as a letter from the Big Issue.

Additional services

Two of the three products offered additional
services besides deposits and withdrawals.

Committee members liked the fact that the
Cashminder account included an Electron card
that they could use at cash machines, and which
could also be used as a debit card at some
retailers. They particularly welcomed the fact
that the account could not be overdrawn and
that wages could be paid into it by automated
credit transfer. The Cashminder account also
offers direct debits and standing orders but no
one was interested in either of these facilities.

The Leeds City Credit Union account was the
only one that offered access to loans — of up to
five times the amount held in the savings account
— and this proved to be an attractive feature for
the committee members.

The Grand Central Savings account offered no
additional facilities beyond receiving electronic
payments into clients’ accounts through the
Banks Automated Clearing System (BACS)
system, and most committee members expressed
a strong view that this was not “a proper
account”.

“The account is exactly the same as my little
girl has got at school. It makes you feel
like a school kid. There’s no trust, they're
basically saying they do not trust you.”

Some valued the assistance with money
management it provided; others thought it
patronising.

Summary

The main need of committee members was for
somewhere safe to deposit their money, and all
agreed that the Cashminder account came the
closest to “a proper account”. A particular
advantage of this account was the large number
of outlets for cash deposits and withdrawals.
They also felt that the identity requirements were
straightforward and liked the help provided with
form-filling. For some people it met all their
needs.

“The Co-op bank gives me everything I
need. It will cash my cheques for me no
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matter who it’s from. Tt looks after my
money for me. I'll never get robbed no
more because if they do rob me they’ll only
get my bankcard. The cash machine is right
across the road from me so I'd go there to
draw the money out, spend it when I
needed to spend it”.

However, most said that they were poor money
managers and, for this reason, some would
ideally like a Cashminder account for day-to-day
expenses and to meet their needs if they moved
into work, as well as a credit union account to
keep any money they did not immediately need.

“I'd have them both because the credit
union, it stops you from spending all your
money and I'm bad with money. Whatever
money I've got has gone at the end of the
day all the time. I don’t even save any
money. All I do is put money in my coat,
get home, take it out and spend it. So put
half in there and half in the bank and then
you're guaranteed money the next day
instead of just having my Big Issue money
every day.”

Although it has been running successfully in
Glasgow, there was less interest among select
committee members in the Grand Central
Savings scheme than the other accounts.
However, if this was the only account made
available many of them might well use it.

Bill payment

In order to retain financial control, most people
living on low incomes want to be able to spread
the cost of their household bills over a period of
time. This usually involves making small, regular
payments in cash, for example, weekly payments
at a post office or through a PayPoint outlet
(Collard, 2002). The people who took part in the
money management community select committee
(Box 7) were no exception. An added advantage

of paying bills in cash was that they could
sometimes skip a payment if they were short of
money. Some of the committee members,
however, had no choice but to pay utility bills in
cash using a card or prepayment meter, either
because they had a poor credit history, or were
paying off arrears. A handful of participants,
who were all in regular employment, preferred
the convenience of paying their bills by direct
debit.

But while cash bill payment methods are popular
among people living on lower incomes, they
have a number of drawbacks. First, they can be
costly. There is sometimes a charge for paying
household bills in cash over the counter at a post
office or bank. Consumers using prepayment
meters for gas and electricity generally pay higher
tariffs than those who settle their bills by direct
debit. And there may be costs involved in
travelling in order to pay bills. Second, paying
bills in cash can be time-consuming. Consumers
may have to travel to a number of different
locations to pay bills separately in cash,
particularly if they want to avoid additional costs.
And third, keeping cash in the home to pay bills
carries the additional risk of theft.

Policy developments

In its report, Policy Action Team 14
acknowledged the disadvantages (financial and
otherwise) faced by those who pay their
household bills in cash. A number of initiatives
have been designed by commercial and not-for-
profit organisations particularly for low-income
consumers, which offer cheaper ways of paying
bills and greater convenience. Most commonly,
they link bill payment with an account of some
kind, to enable low-income consumers to benefit
from the cheaper rates that are available to utility
customers who pay their bills by direct debit or
standing order, while trying to build in features
that allow low-income consumers to retain
control of their finances. Two of these initiatives

Box 7: Money management select committee

The 14 committee members comprised six men and eight women, aged between 22 and 45 years, all of whom
had dependent children. Ten of the 14 were not working. Of the four who did have jobs, only one worked full
time. Apart from a current account or ordinary savings account, they made little or no use of financial

services.
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Box 8: Woolwich Open Plan for Everyone account

The Woolwich Bank has piloted a basic version of its Open Plan for Everyone current account among tenants
of several housing associations. To help people with their budgeting, the account provides up to 12 ‘savings
pots' linked to the current account, which can be given names by the account holder such as ‘gas bill' or
‘holiday’. When bills need to be paid money can be transferred from these savings pots into the current
account.

Box 9: Credit union bill payment services

Several credit unions around the country, including Leeds City Credit Union, offer their members the facility to
pay household bills through the credit union, to help them spread the cost and manage their money. This
usually involves working out the annual expenditure on the bills that are to be included in the payment plan

and then fixing an amount to be paid regularly into a special bill payment account to cover these bills. The
bills are then paid automatically by the credit union when they fall due.

were presented to committee members: the
Woolwich Open Plan for Everyone account, a
basic version of which has been piloted with
housing association tenants (Box 8)%, and bill
payment facilities offered through credit unions
(Box 9). Both offer direct payment of bills,
which would attract the discounted tariff for fuel.

In fact, most of the committee members were
quite happy with their current methods of paying
their bills and were very resistant to any changes
that might undermine their carefully balanced
budgets. To even consider switching to another
way of paying their household bills, they would
have to be convinced that the product or service
was designed in such a way that they still had
financial control, that it was delivered by a
provider they could trust and that it was easily
accessible. Each of these factors is considered in
turn in the following sections.

Product design

In order to meet the needs of low-income
consumers, bill payment services have to be both
simple and transparent. As far as committee
members were concerned, the Woolwich Open
Plan for Everyone account was neither of these.

Since the select committee took place, the Woolwich, as
part of the Barclays Group, has decided to extend the pilot
to offer the Open Plan for Everyone account in
conjunction with Barclays basic bank account. This could
well increase its attractiveness to people on low incomes.

While some thought that the account might help
them manage their money more effectively, most
found the idea of multiple ‘savings pots’ complex
and confusing.

Of more concern, however, was the use of
standing orders and direct debits to pay bills. As
with earlier research (Kempson and Whyley,
1999; Collard, 2002), the general view among
committee members was that automatic payment
methods were all very well for people in work
who had a regular, adequate income; for those
on low and sometimes variable incomes they
could lead to loss of financial control and
additional costs. They were particularly
concerned about incurring bank charges if they
did not have sufficient funds in their account to
cover a direct debit or standing order. In
addition, quarterly or monthly direct debits and
standing orders do not generally fit in with the
budgeting cycles of people living on low
incomes. Most people receiving state benefits as
their main source of income are paid either
weekly or fortnightly, and so they tend to
manage their household finances within the same
timeframe. This is equally true for many people
engaged in low-paid, casual employment
(Collard, 2002).

In contrast to the Open Plan for Everyone
account, committee members found the credit
union bill payment service straightforward.
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“... you've only got one pot to look at. If
you've got three, four or five, confusion
sets in.”

But although they preferred this service, they
were still worried that they might have difficulty
making regular payments into the credit union
account from which their designated household
bills would be paid.

Overall, then, the opportunity to reduce their
household bills by using direct payments was not
enough to persuade committee members to
switch from their current cash payment methods.

Providers

Overcoming the mistrust and aversion that many
low-income consumers feel towards high street
banks and financial services providers is
probably the biggest challenge facing any
financial institution that is engaged in promoting
financial inclusion.

Only a small number of committee members
liked the fact that the Open Plan for Everyone
account was provided by a “big company” that
they considered trustworthy, and these tended to
be people who were more integrated into the
banking system anyway. The mistrust of others
was allayed by the fact that the bank was
working in partnership with several housing
associations.

“...at the end of the day they are willing to
help low-income families, people [who] are
struggling and you can see that they really
do want to help you.”

Most people, however, remained sceptical about
engaging with a mainstream bank’.

Dealing with a credit union, on the other hand,
was more appealing to committee members, for
much the same reasons that were given by the
Big Issue vendors. First, because credit unions
are non-profit-making and tend to be

It should be noted that a representative of Woolwich Bank
presented the Open Plan for Everyone account to the
committee members. If it had been presented by someone
from one of the housing associations helping to promote
the account to tenants, the response might have been
quite different.

community-based, committee members thought
they would be more in tune with the needs of
low-income consumers.

“They seem to care about you, they care
about you as an individual and they would
be more personal.... They don’t seem like
they are just there to make money.”

Linked to this was a perception that, as local
people themselves, credit union staff would be
more likely to understand the financial
difficulties faced by some of their members than
employees of a bank or other financial
institution.

For some committee members, however,
concerns about confidentiality undermined the
attraction of an organisation based in their local
community.

“... a lot of people will know your business
and chat about your business because that
is what people do, and I'm not so struck on
that.”

Second, at some credit unions members can deal
with the same member of staff all the time, and
this was popular among committee members
who valued the opportunity of building up a
relationship with staff.

“I like one point of contact because I don’t
like telling someone one thing and seeing
someone else the next time. A particular
person that knows all your history ... it’s
nice to have someone you feel comfortable
with.”

While the Woolwich could try to make an
appointment for an Open Plan for Everyone
account holder with a particular staff member,
this was not generally common practice.

Accessibility

As with other financial services, low-income
consumers will be much more likely to use these
bill payment services if they can be accessed
locally. Because there are no bank or building
society branches on the estate, Hartcliffe
residents would have to travel some distance to
use the Woolwich Bank’s Open Plan for Everyone
account, costing both time and money. This was
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felt to be a significant barrier to use among the
committee members, particularly for people (like
many of them) who were not in work, who had
caring responsibilities or were disabled.

“... if you've got a 10-minute walk with a
pram you can do that, but if you've got to
physically get a bus or get a lift to get to
town that can be quite inconvenient.”

Bill payment services provided through credit
unions, on the other hand, tend to be locally
based and more easily accessible. Unfortunately,
the penetration of community-based credit
unions across Britain is low, and only a handful
of them currently provide bill payment services®.
For many low-income consumers, then, the
possibility of using bill payment services
provided by a community credit union may be
fairly remote.

Like Big Issue vendors, people on low incomes
living in their own home may also have difficulty
providing the types of identification usually
required by banks and other financial
institutions’. Both the bill payment services take
account of this. The Woolwich Bank is working
in partnership with a number of housing
associations to help tenants open accounts using
other acceptable forms of identification.
Similarly, credit union accounts can be opened
with identification other than a passport or
driving licence. Committee members clearly
valued this flexible approach.

“It is very cheap and cheerful to open, they
are making it really easy for you and very
easy to open.”

In fact, a more pressing problem for some of the
committee members was having a poor credit
history. As credit unions in Britain do not carry
out credit scoring, people with impaired credit
records would have no difficulty obtaining
membership and accessing services. Similarly,
people with a poor credit history or County
Court Judgments could open an Open Plan for

Malago Valley Credit Union, whose common bond covers
the Hartcliffe estate, does not currently offer bill payment
facilities, although it hopes to do so in the future.

Most financial institutions prefer passports and driving
licences because they are issued by an official authority,
cannot be easily forged, and include a photograph.

Everyone account, although those who had been
made bankrupt could not.

Additional services

As part of their general service to members,
credit unions usually provide practical advice and
information about money management, including
how to resolve debt problems. Committee
members, several of whom were currently in
financial difficulty or had been in the past,
valued the opportunity to get advice and help in
this way. We return to the topic of advice in the
next section.

Summary

On the whole, committee members preferred the
idea of a credit union bill payment service
because they felt it was simpler than the Open
Plan for Everyone account. They also believed
that low-income consumers like them would
receive a more customer-focused service from a
community-based organisation than from a high
street bank.

Even so, only two committee members said they
would switch to this type of bill payment service
if it became available through their local credit
union, despite the fact that it could save them
money. As with previous research (Collard,
2002), this was largely due to the fact that they
were happy with their current bill payment
methods, and were reluctant to try anything new
that might upset their household budgets.
Certainly, before they even considered switching
to either of these initiatives, committee members
would want to know far more about them.

Financial information and advice

People living on low incomes cannot afford to
make mistakes, either in the way they manage
their money or in the products and services they
choose to use. But previous research has shown
that people often feel ill-equipped to manage
their money, particularly in the early years of
independent adulthood (Collard et al, 2001).
Moreover, lack of knowledge and experience of
mainstream financial services fuel concerns about
being ‘taken for a ride’ by financial services
providers (Collard et al, 2001). Consequently,
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financial information and advice are vital to
enable people to make fully-informed financial
decisions in all areas of their lives.

Needs

As mentioned earlier, most of the committee
members had experienced debt problems at
some time in their lives. Only a few of them had
sought advice and, on the whole, they were
unimpressed by the service they had received.
Consequently, they felt that an advice service
that offered practical help to resolve financial
difficulties would be very useful.

There is, however, a widespread and largely
unmet need for financial information and advice
among low-income consumers that extends
beyond the resolution of debt problems. As
earlier research has identified, this is divided into
two quite separate areas. First of all, people
want basic training in money management skills,
and this applies particularly to young people and
those setting up home for the first time. Second,
they want to obtain independent advice and
information about different financial products
and services, about which they generally know
very little (Collard et al, 2001). As committee
members pointed out, this type of information
has to be provided in “layman’s terms” rather
than “bank talk” for it to be of any use to them.

Policy initiatives

Although there has been considerable discussion
and debate around the provision of financial
information and advice, the development of
initiatives to date has been rather patchy.

The main area of development has been in debt
advice, but even here provision is thin on the
ground and services are stretched. Because
demand outstrips resources, debt advice agencies
mainly concentrate on helping people in multiple
debt to negotiate repayment plans with their
creditors. Very few have the resources to provide
advice and help with money management more
widely, in the way that such services are
provided through the Money Advice Budgeting
Service (MABS) in Ireland (Box 10).

Compared with debt advice, the provision of
more general financial information and advice is
very poor indeed. This, and concerns about
levels of financial literacy, prompted the
Department for Education and Skills to set up the
Adult Financial Literacy Advisory Group.
Following the report of this group, the
Department for Education and Skills set up an
experimental Community Finance and Learning
Initiative (CFLD), to run for two years from
December 2001. The overall aim of the initiative
is to tackle financial exclusion in deprived areas
by promoting learning opportunities in adult
literacy and numeracy (including financial
literacy), and facilitating better access to
mainstream financial services.

Six organisations won contracts from the
Department for Education and Skills to pilot the
CFLI. They include: Toynbee Hall in Tower
Hamlets; Ellesmere Port and Neston Citizens’
Advice Bureau; People for Action, an umbrella
organisation which is working with a consortium
of five housing associations across the country;
the housing provider Places for People, which is
running a pilot scheme in Gorton, Manchester;
and finally, Bootstrap Enterprises in Hackney

Box 10: Money Advice and Budgeting Service (MABS)

Launched in 1992, MABS comprises a network of independent centres across Ireland that provide money
advice and money management services. The service is funded by the Department of Social and Family Affairs
(DSFA), but managed locally. There has been widespread interest in the scheme in Britain.

The money management services include an account that is administered by MABS, but operated in
conjunction with the credit union movement. Payments made into a local credit union account are used to
pay current bills and repay arrears. Clients are also encouraged to save a small amount every week. In
addition, DFSA runs a free household budget scheme, in partnership with the Irish postal service, which
enables benefit recipients to have deductions made from their benefits for routine bills.




Promoting financial inclusion

(Box 11). The pilot projects are currently being
evaluated. If considered to be a success,
organisations in other deprived areas will be
encouraged to develop similar schemes.

In addition to this national initiative there is a
range of ad hoc local projects, run by a wide
array of different types of organisations,
including advice agencies, local authorities and
community groups. Some offer training courses,
others concentrate on one-to-one information
and advice. One such initiative is the Money
Advice Plus pilot project that has been set up by
Birmingham Settlement, which is well known for

and Money Advice Plus. Their discussions of
these initiatives focused on two important
aspects: the provider and the nature of the
service offered.

Provider

It was quite clear that having the right provider is
crucial to the take-up of services. Previous
research has shown that people on low incomes
do not trust financial service providers, nor do
they trust the government (Kempson and
Whyley, 1999). Ideally, they want financial

its pioneering work in debt advice (Box 12). information and advice to be provided by
independent community-based organisations
with well-trained staft who understand their

needs and circumstances (Collard et al, 2001).

The Financial Services Authority, together with
the Basic Skills Agency, have developed the
Adult Financial Capability Framework to help
projects such as the CFLI develop appropriate
and relevant programmes and resources around
money management and consumer issues.
Learning materials are also available, for example
a CD ROM entitled ‘Money-go-round’, which
aims to equip people to organise their household
finances and plan their spending, among other
things. In addition, the Financial Services
Authority provides a wide range of information
and general advice to consumers in the form of
booklets and leaflets, a consumer helpline, and
through its website.

These views were echoed by the select
committee members, and all three initiatives were
felt to meet this requirement. They believed that,
as community-based organisations, they were
more in touch with the needs of people on low
incomes.

“I think, with the bank, I look at it as a bit
upper class, whereas with [MABS], it seems
down to our level — lower income. They
are making an effort not to just push us
aside. Usually we are not thought of
because we don’t have much to live on.”
The community select committee considered

these three services — MABS, Bootstrap Enterprises

Box 11: Bootstrap Enterprises

Bootstrap Enterprises is based in Hackney and is one of 