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 Commitment to basic bank accounts will increase access to financial services – Combat Poverty
The Combat Poverty Agency has welcomed the provision in the new bank recapitalisation scheme, announced last week, which obliges banks to promote basic bank accounts to low-income groups. This will deliver an important social gain from the investment of taxpayer resources in our financial institutions. 

The aim of basic bank accounts is to broaden access to banking services for low income groups who are most at-risk of financial exclusion.  

Research published by Combat Poverty earlier this year showed that financial exclusion is most prevalent among low-income groups. Over 60 per cent of people in the lowest income decile do not have a current account, compared to only 2.7 per cent in the highest decile.

Ireland’s track record in terms of access to bank accounts is among the worst in Europe. “One in 10 Irish people over the age of 15 are without any type of bank account; one in five households do not have a current account, and Ireland has the fourth highest level of financial exclusion among the EU-15,” said Jim Walsh, Interim Leader of Combat Poverty.  

‘With falling household incomes, rising levels of personal debt and more people relying on the social welfare system for income support, there is a real danger that people will turn to high-cost and unregulated bodies to meet their financial needs’. 

“The financial crisis of recent months has shown how central financial services are to modern society. It is more important than ever that people currently outside the banking system are given access to basic services in order to manage their financial affairs in an effective manner. Financial services also enable government to provide supports for people on welfare in an efficient way. In light of this, Combat Poverty welcomes the provision in the recapitalisation scheme that banks must establish basic bank accounts.  This is a very positive move and will hopefully encourage more people to engage with financial services.”

Combat Poverty is involved with a European-wide initiative to tackle financial exclusion. In this context, we are in a position to advise the Financial Regulator, the Department of Finance and the banks on the design and delivery of basic bank accounts. Based on European best practice, key features of a basic bank account include the following:

· A debit (ATM and point-of-sale) card with no government stamp duty

· Flexible account opening requirements

· No minimum opening or monthly balance

· Free transactions

· No account-keeping fees

· Electronic funds transfer facilities

· Direct debit / standing order facilities

· No overdraft facility or cheque book

· A buffer zone of €20, which would allow customers to withdraw a little more money than is available, if or when necessary

· A weekly bill payment facility, which would suit the budgeting needs of low-income consumers

· The availability of financial information and advice.

It is also important that basic bank accounts are available as widely as possible through all financial institutions, including the high street banks, credits unions and post offices. 

“The Government has already indicated that the basic bank accounts established under the recapitalisation scheme will include debit cards that are exempt from stamp duty,” said Jim Walsh.  “This is a positive sign, and we hope the accounts will also include other features to make them as accessible as possible to low-income groups.”

The term ‘financial exclusion’ refers to people encountering difficulties in accessing or using financial services and products in the mainstream market that are appropriate to their needs.  According to Combat Poverty, those affected by financial exclusion face several negative consequences.

“People without bank accounts lack security in holding or storing money and are, therefore, more vulnerable to burglary,” said Jim Walsh.  “In addition, bill payment can be more time-consuming and costly without a bank account, and charges can be higher for basic financial transactions such as cashing cheques.  It can also be more difficult to take up employment or find accommodation without a bank account, while people without a debit or credit card are unable to take advantage of the lower prices of goods and services that can be bought in this way.

“Basic banking services have already been successfully introduced in Belgium, Germany, Italy, France, the Netherlands and the UK, and we look forward to their introduction in Ireland.”
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Notes:

‘Tackling Financial Exclusion in Ireland’, a Combat Poverty policy statement on financial exclusion which was published earlier this year, is available at: www.combatpovertypublications.ie
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