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PRESS RELEASE

Tuesday, 30th September 2008 
 NO-FRILLS BANK ACCOUNTS NEEDED TO COUNTER FINANCIAL EXCLUSION – COMBAT POVERTY
Universal, no-frills bank accounts should be introduced to bring financially excluded people into the banking system.  That’s according to the Combat Poverty Agency, which today (30.09.08) published a policy statement on ‘Tackling Financial Exclusion in Ireland’.

According to Combat Poverty, one in 10 Irish adults 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.  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.

Financial exclusion is most prevalent among low-income households, according to the Agency: 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.
Kevin O’Kelly, Acting Director of Combat Poverty, said low-income consumers without bank accounts face several negative consequences.

“For a start, people without bank accounts lack security in holding or storing money,” he said.  “This means they are vulnerable to loss or burglary.  Secondly, 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.  In addition, it can 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.  

“Without access to mainstream financial services, many people turn to moneylenders to source credit.  Ten per cent of adults in Ireland currently use the services of authorised moneylenders, which can incur interest rates ranging from 23 per cent to 200 per cent per annum.  Having to resort to moneylenders can lead some families into accumulating debt.  While more affluent households in Ireland can experience over-indebtedness, poorer households are much more likely to be in persistent and multiple debt.
“In short, difficulties accessing and using financial services can exacerbate experiences of poverty, and such difficulties need to be addressed.”

The introduction of basic, no-frills bank accounts on a universal basis would be an important step in encouraging the ‘unbanked’ to become involved in banking services, according to Combat Poverty.
“The main initiative introduced internationally to bring financially excluded people into the banking system has been the provision of basic banking services,” said Kevin O’Kelly.  “This has happened in Belgium, Germany, Italy, France, the Netherlands and the UK.  Basic banking services involve the provision of simple, low-cost, no-frills current accounts, designed for people who want to ensure that they cannot overdraw their account or who might not meet the banks’ criteria for opening a standard current account.”

Key features of a no-frills account would include:

· 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 chequebook.

· 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.

“The Irish banking sector proposed the development of a universal bank account in 2002, and the European Commission has advised that nobody should be denied access to a basic bank account” said Kevin O’Kelly.  “As such, policy measures should be put in place to ensure that every adult has access to a bank account and an automatic right to a bank account should be guaranteed for children when they reach 18 years.

“The new Irish postal bank is developing financial products suited to the needs of low-income consumers and, therefore, could play an important role in the provision of universal banking services.  Some credit unions are also piloting a new service account, which may be suited to the needs of financially excluded people.  We hope to see an increasing number of these initiatives over the coming years.”
Other recommendations included in the ‘Tackling Financial Exclusion in Ireland’ publication include:

· A special savings scheme for low-income consumers.

· Promoting the electronic payment of benefits.

· Encouraging financial institutions to develop basic banking services as part of their corporate social responsibility activities.

· Making basic banking facilities exempt from Government stamp duty on debit cards.

“Financial exclusion is predominantly associated with low-income consumers due to a failure of the market to respond to their distinct financial needs,” said Kevin O’Kelly.  “Action to address financial exclusion must begin at senior policy level through legislation and regulation, and at industry level through product development by mainstream service-providers.”
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Notes to editor:

Combat Poverty is a State agency which develops and promotes evidence-based proposals and policy measures to tackle poverty in Ireland.  One of its functions is to advise the Government on all aspects of social and economic policy pertaining to poverty.  Combat Poverty, recognising that financial exclusion is both a cause and consequence of social exclusion, carried out the first Irish study on financial exclusion in 2006, with the support of the Financial Regulator.  In 2007, the Agency was a research partner in the European Commission study on ‘Financial Services Provision and Prevention of Financial Exclusion’.  The publication launched today, ‘Tackling Financial Exclusion in Ireland’ is available at: www.combatpovertypublications.ie. 
