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Combat Poverty Agency publishes Ireland’s first study into financial exclusion

- Financial services can contribute to social inclusion -

The first ever study into financial exclusion in Ireland has found that improved access to financial services could help people on low incomes to avoid poverty by managing their money more effectively, accumulating savings and accessing affordable credit. 

The study, conducted by the Combat Poverty Agency following an approach by the Financial Regulator, explores the issue of financial exclusion in an Irish context and highlights some of the structural barriers that are inhibiting the access to and use of financial services in Ireland. The Financial Regulator supported the project by establishing a Stakeholder Forum representing financial institutions and government departments through which issues arising in the research could be presented and discussed. 
“Access to basic financial facilities such as direct debits, electronic transfers, savings accounts or credit can help people to manage household resources more effectively, plan better for their future and protect themselves against poverty. Without such facilities the cost of managing household resources is higher and more difficult; people are more vulnerable to theft and have little protection against unexpected expenditure or loss of income. They also face greater difficulties in securing employment given that many employers require employee bank account details to process payrolls, and are more likely to turn to money lenders to access credit in emergencies,” said Helen Johnston, Director of the Combat Poverty Agency.

“Our study found that low-income households face particular obstacles in accessing and using financial services and this may prevent them from engaging fully in normal social and economic activities, and sometimes even taking up a job. The application of ID requirements for opening a bank account, restrictive criteria for some free bank accounts, a lack of appropriate financial products and the limited availability of financial services from community and state bodies are just some of the barriers that people encounter”. 

“People on low incomes may also exclude themselves from the banking system. In some cases, this is because they lack the confidence to engage with banks or feel that banks are not interested in poor people. In others it is because they feel that a bank account is unnecessary for managing a low income”.  

“The report highlights the important role played by credit unions and post offices in providing access to savings and affordable credit facilities within disadvantaged communities. People on low incomes tend to be familiar with these institutions and therefore more likely to use their services. By expanding their services to include a wider range of facilities such as basic ‘no frills’ bank accounts and emergency credit the study suggests that these institutions can further contribute to tackling financial exclusion.” concluded Ms. Johnston.  
The Financial Regulator’s Consumer Director, Mary O’Dea, said, “One of our strategic goals is to foster access to financial services.  To  help us progress this agenda, we approached the Combat Poverty Agency to undertake a study to examine the nature and extent of issues in this area.  We welcome this report as it provides us with a deeper understanding of the barriers facing low-income households in accessing financial services and will contribute to our future work in this area.”

“Clearly there are a number of underlying causes which need to be examined.  For some people, issues such as low income, low literacy levels, cultural and ethnic barriers, disability and geographical isolation may create difficulties.   For others, advances in technology, lack of staff training and anti-money laundering requirements may be contributory factors.  We will consider the policy implications in the report carefully in the context of our role.  Co-operation with other stakeholders is essential as a collaborative approach is key to addressing the many issues highlighted in the report”, she added.

 The Combat Poverty Agency study outlines a number of policy implications, including the need to tackle financial exclusion as part of the new national action plan on social inclusion which will be finalised in 2007.  It also identifies areas for further action in regard to access to bank accounts, basic banking services, financial education, new financial products and further research.
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