[image: image1.png]1C

local government associationr

of fFasmania




Submission to the Inquiry into the Level of Banking and Financial Services in Rural, Regional and Remote Areas of Australia

September 2002

Introduction

The Local Government Association of Tasmania (LGAT) has prepared this submission in relation to the terms of reference of the Joint Standing Committee on Corporations and Financial Services Inquiry into the Level of Banking and Financial Services in Rural, Regional and Remote areas of Australia.

The subject matter of this Inquiry has long been an issue of concern to Tasmania, particularly our non-urban areas, and the Association appreciates the opportunity to be able to contribute to this debate.

The LGAT believes that all persons have the right of access to banking facilities and services within their municipalities at least.  

Tasmania comprises 29 municipalities, 8 of which have a population of greater than 20,000.  6 have ‘city’ status.  6 municipalities have a population ranging between 10,000 and 20,000.  5 have a population of less than 5,000, two of these being island municipalities.  

As Tasmania is the most dispersed State in the nation, Local Government has significant expectations placed on it to provide the same levels and spread of services as their closest neighbours or their most distant counterparts.  The distinctive nature of Tasmania’s population distribution is evidenced by the fact that it has the lowest proportion of its population residing in the state capital and the highest proportion residing in centres with more than 5000 inhabitants.

As such, it is imperative that a minimum standard of financial service is provided to Tasmania’s communities.  With the closure of banking facilities in rural, regional and remote areas ever increasing, alternative measures are continually being trialed and undertaken.  Unfortunately these alternative measures do not always provide an equitable service and often prove to be limiting to potential users of the service.  Alternative measures do not provide the extent of services a bank branch would.

It is not the intention of the Local Government Association of Tasmania to address each of the Terms of Reference, but to outline the broader issues regarding the level of banking and financial services affecting Local Government in Tasmania today.

Alternative Measures

Banks are continually closing their doors in regional and remote areas of Australia claiming that 75% of all banking transactions are now conducted by telephone or online resulting in the inefficient use of resources and higher costs to maintain rural branches.

Consequentially, agency arrangements have evolved with local post offices, news agencies or even the local pharmacy or supermarket providing basic banking services and facilities. While the rural, regional and remote communities are grateful for the provision of this limited service, there are a number of constraining elements.

i) Lack of Technology – these agencies still tend to be paper-based and passbook oriented.  It is not always possible to receive a bank balance or transfer funds between accounts.

ii) Lack of Security – these agencies are not often equipped with appropriate safety measures as would be found in a fully-serviced banking facility.   Businesses move large amounts of cash to nearby towns on a regular basis or hold in a ‘safe’ on the premises.  There are no ‘Armaguard’ services available. 

iii) Risk of Monopoly – as Banks withdraw from small towns and regions very often it is only one bank that provides an agency arrangement, resulting in a lack of competition and the inability of the community to ‘shop around’ for the best banking option.

iv) Lack of Accessibility – the population make-up in Tasmania’s rural and remote areas tends to be of the older generation.  Very few remote areas provide transport services between towns and customers are physically not able to get to their nearest branch for more detailed information with regard to their finances.

v) Lack of Professional Services – Agency arrangements do not provide Loan Managers, Financial Advisers or any other form of professional service usually found in a branch.  Roving or mobile officers tend to have limited authority to assess and approve transactions and are generally subject to high-turnover.  While professional and competent they are generally not from the local community and often have little knowledge or understanding of local circumstances.


Service Tasmania

Service Tasmania is a shopfront service offered by the Tasmanian State Government.  Shops provide customers with one stop access to over the counter government transactions, services and information in a single convenient location.  The services offered include renewing drivers’ licences, applying for various licences and permits, paying bills, buying maps etc.

At the time of closure of its branch at Triabunna on the east cost of Tasmania, Westpac Bank approached the Tasmanian State Government to trial a partnership arrangement for banking services in the town.  The State Government agreed on the basis there was no alternative provider.  The partnership has been very successful however, the State Government has stated that the venture will not be extended.  While acknowledging the benefits the arrangement has provided to the local community, any extension of the service to other locations would need to be considered on the basis of equity and access for other potential providers of banking services (in contestable tender basis) at Service Tasmania locations.

Bendigo Community Bank

The early 1990s saw a rapid removal of financial services branches from the Huon Valley municipality.  Five branches closed and at present there are no financial services south of Huonville.  Two agency arrangements exist in Huonville, one in Cygnet.  Geeveston, the gateway to the newly opened Tahune Airwalk which had 100,000 visitors in its first 10 months of operation, has no banking services at all.  

The Huon Valley Council responded to significant pressure from its community to find a solution to the serious lack of financial services in an area rich with tourism and thriving small businesses.  The community did not want a ‘pretend bank’ (agency arrangements), demanding instead a fully serviced bank branch.  

In 1999/2000, the Huon Valley Council began talks with the Bendigo Bank with regard to the community banking model they had developed.  The model presented to the Council took the form of a franchise and involved a three step process to determine suitability.  

1. Determine the support from the community by obtaining pledges (willingness to buy shares in the franchise should it eventuate).  This required a minimum number of 250 pledges – Huon Valley Council received 400 with a monetary value of $346,000, however was advised by Bendigo Bank that this was insufficient.

2. Feasibility Study - Huon Valley Council received $10,000 a grant to undertake this task

3. A consultant was employed to survey the community and visit the municipality to assess its suitability

4. Develop a Business Plan

The Huon Valley Council is currently at the stage of printing the prospectus.

This 3 step process has taken 2 years for the Council to complete, with a capital outlay in excess of $25,000 simply to determine suitability and at least as much again in ‘in kind’ effort.  Council has established a public unlisted company to manage the Franchise with a board of 11 directors.   Once the Franchise is up and running out of Geeveston (provided enough capital is raised through the up-coming issue of shares) Bendigo Bank will receive 50% of the gross profit and the unlisted public company will receive the remainder, of which all costs associated with the bank must be paid – eg wages, telephone, computer equipment, rent etc.  

The effort to date has been significant and well beyond the typical charter of Local Government.  The LGAT has been advised that if it were not for the dedication of the Deputy Mayor of Huon Valley then the initiative may not have continued beyond six months.  

The benefits of the Community Bank Franchise are that the Branch is fully owned and operated by the community.  80% of the net profit is required to be channelled into the community.  In other States, the Association has been advised that the Community Bank Franchise has funded health centres, developed a community grant systema and funding for youth and community events.

Huon Valley Council has advised that this has been a long and arduous process and the benefits of the alternative arrangement are yet to be proven.  Huon Valley Council has relied heavily on the support for the community and the dedication of its elected members.  Without community backing (financial and in kind) and a whole of community approach, such an alternative arrangement for banking services in rural or regional areas of Australia would not be possible.

Conclusion

While Local Government appreciates the provision of agency arrangements for basic banking services and facilities following bank branch closures, Councils are concerned for their communities on a range of matters.  Primarily, the security of community businesses is at significant risk.  The lack of business banking facilities in rural and remote tourism regions of Tasmania is detrimental to community confidence.  

The provision of alternative banking and financial services solutions for bank branch closures fails the concept of equity of services for all Australians.  The alternative arrangements are simply not adequate to meet the needs of the community on an everyday basis.

Strahan Village is recognised as the gateway to the World Heritage-listed, south-west Tasmanian wilderness. 


It offers a full range of accommodation, from 4-star luxury to self-catering, as well as a mouth-watering selection of restaurants, pubs, bistros and take-aways. Strahan is also the centre for cruises up the mighty, must-see Gordon River, with its timeless, tranquil beauty. 


From this enchanting fishing village, named the “best little town in the world”, tourists can enjoy a huge range of activities and � HYPERLINK "http://www.strahanvillage.com.au/attract/strahan.htm" \t "_top" �attractions�, by air, water, 4WD or foot. 


Strahan has no banking or financial services available.


Tourism in Strahan is increasing at a rapid rate which will only continue with the introduction of increased access to Tasmania through the new Bass Strait ferries.  


Tourists and residents rely on EFTPOS facilities for money, requiring businesses to hold large amounts of cash.


The lack of banking services is a major security issue for businesses in Strahan.  The closest business banking services available to Strahan businesses is in Queenstown or Burnie, a good two hour drive away.








As recently as July 2002, the Commonwealth Bank of Australia announced the closure of 2 suburban banks in Newstead (Launceston City municipality) and Riverside (West Tamar municipality).  This announcement created a significant outcry from the community, both branches being located near aged care facilities.  Closure of these branches would have resulted in the residents of the aged care facilities having to catch public transport into the City (or find another means of transport) and conduct their banking business in a City branch.  Telephone or Online banking options did not apply to the majority of the elderly citizens as they continue to be passbook holders and have not, understandably, progressed with technology at the same rate as the younger generation of the community.  As a result of these protestations the Commonwealth Bank of Australia has elected not to close the two branches. 











