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CPS CREDIT UNION

(SA) LTD. ABN 15 087 651 143


www.cpscu.com.au

11'" September 2002

The Secretary

Parliamentary Joint Committee on Corporations & Finance Services

Room SG.64

Parliament House

CANBERRA ACT 2600

Dear Dr Dermody,

Inquiry into the level of banking and financial services in rural, regional and remote access areas of Australia

We refer to your letter dated 15'" August inviting us to make a written submission to the committee in relation to the above topic.

CPS Credit Union (SA) Ltd is a South Australian based credit union with 8 Personal Financial Centres in the metropolitan area and one in Port Augusta and one pending in another regional area. We have assets under administration of approximately $850 million, 270 staff and have been in existence for 44 years.

Summary

o
State & Federal Governments in their quest for economic rationalism have driven Government Services to Regional Hubs. This can significantly reduce the number of people in a town ‑ the flow‑on affect. Therefore this in‑turn makes it more difficult to provide the levels of banking services many communities want. Full Banking services are available in the Regional Hubs but this is not convenient for many to get to, especially the aged, infirm and disabled.

o
Communities must be prepared to co‑contribute to the banking services within their community. Each Community will have different requirements and therefore cost restructures.

o
Governments (State & Local) will need to co‑operate more with the Communities and Financial Institution partners to provide some of the infrastructure needed.

o
The Federal Government has an obligation to install / provide greater high speed and broadband data/video/audio capabilities to the regional/rural areas as technology can provide many of the solutions in improving the banking facilities.

o
There needs to be greater creative thinking between State Governments and their State based financial institutions. By working together greater commitment can be created to find these solutions.
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We hope the comments contained within our paper are of some value and would be happy to provide more information to the committee if necessary.

We wish you well in your inquiry and look forward to seeing the outcomes in the future.

Regards

Tim White

General Manaqer Retail Policy & Remote Access
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The following represent our comments in detail:

(a)
Options for making additional banking services available to rural and regional

communities, including the potential for shared banking facilities.

We feel that the declining level of services provided in the Rural and Regional areas is as a result of economic rationalism encouraged by Federal and State Governments.

One good example is the shifting of medical facilities from key towns to the "Regional Hubs". In many cases the people within the towns are not better serviced by having to go to these hubs.

As key government offices are "rationalised" they contribute to the reduction in population of those towns. For the Government it is self‑fulfilling. For private enterprise it becomes economic reality to review services and if rates of return are not being achieved they remove services.

The Government expects private enterprise to pick up the community obligations they have deserted. If the community is to benefit there is a need for Governments and the private sector to work together. If the private sector in Australia inherits community obligations then they cannot compete in the global economy.

Whilst it is clear that Governments are looking to create a stronger sense of community spirit within the specific communities ‑ facilities they withdraw cannot simply be replaced by the individual communities, e.g. doctors, hospitals, etc.

There may be a need for government to review allocations of expenditure consistent with the number of people within a community so that the depth of service (and therefore basic infrastructure) is provided with additional community dollars being spent on extra facilities ‑ because the infrastructure is in place.

This same philosophy may need to apply to banking services within areas that have lost the facility or never had it.

All governments have continued to promote private investment across a very broad range of services.

Banking is no different in the sense that to provide basic levels of facilities has a cost which requires sufficient income potential to make a Net Profit After Tax (NPAT) and appropriate Return on Investment (ROI) capital.

This is not only to meet shareholder expectations but Commonwealth Government regulators ‑ APRA.

To date financial institutions have existed by having the borrower fund a disproportionate level of income relative to other services.

Loan income has for many years subsidised the cost of providing transaction services.

With competition (from providers who did not offer transaction services) the banks, building societies and credit unions have had to remove this cross subsidisation and 


thereforetherefore charge fees directly relating to the cost structure of the transaction.
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The point here is that CPS would like to offer facilities within more rural areas but is constrained because the ability to generate a profit margin is limited. Like other credit unions it is treated like a bank by regulators and must meet specific targets by Government.

Therefore, governments need to provide a subsidy based on a per person basis which would provide the basic infrastructure with the community contributing for any additional services they might like based on that financial institutions cost structure.

This way the community can choose the financial institution and the financial institution can choose to participate or not.

We expect that only credit unions (with support from the banks) would have the low cost infrastructure to support the lower NPAT and ROI.

Bank support would be required in the area of Rural Lending, which the credit unions have capital constraints on. Credit unions could easily partner with the banks to syndicate these loans.

We feel that however unpalatable it may be for the rural communities they will have to accept a change in the way their banking business needs to be conducted.

From a personal banking viewpoint the use of ATM's and EFTPOS, Internet and Home Banking and Interactive Voice Response facilities (the electronic options) will form the basis of most interaction with a financial institution. The days of face‑to‑face with a teller are removed (Refer (b) on technologies available) unless it is a shared service between the financial institution and other entity. (e.g. Chemist, Local Government, newsagent etc)

The Business Banking is more difficult due to the need for some business to 'Bank' cash and cheques. Many other aspects of funds transfer, bill payment, can be facilitated through the electronic options.

Australia Post has filled a void for many communities and they are to be applauded for investing in the transaction‑based infrastructure which is the most costly.

Some of the options we feel could be utilised and certainly are consistent with the way CPS is tackling (in some small way) the issues:

1.
Use of mobile consultants. These highly trained professionals have the capacity

to provide a broader range of advice, not just lending. A multi‑dimensional

approach is required in this new paradigm which is an expansion of the time

definition of financial planner, someone who can provide financial solutions to

people utilising efficient, consistent and quality back office support facilities

delivered on‑line through their PC.

2.
Many government offices such as councils, post offices, Medicare and Medibank

Private could accommodate share facilities in many towns/communities. In most

cases they have the very necessary communication lines in place to support the

electronic devices ‑ ATM, phone lines, IHB.
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3.
Use of the community/general store in many towns would be sufficient if

sufficient analysis was done on the cash flow needs of all people.

e.g. Essentially cash tends to go around in a circular fashion within a town. People withdraw money and then spend it on consumables within the town. If there was enough thought and co‑operation put into the exercise by a participatory financial institution then we are sure many of these accesses to cash issues could be resolved. If not some subsidy for cash collections delivery and security needs to be provided.

4.
The freeing up of the ATM's pricing and interchange fees, suggest that more

communities/councils could own their own ATM's for the community. They can

be replenished by cash security firms. Whilst that may be expensive now, if

more deliveries were needed the cost would drop.

(b)
Options for expansion of banking facilities through non‑traditional channels

including new technologies.

One of the most crucial aspects of expanding these facilities is for the telecommunications infrastructure to be improved so that the likes of broadband facilities and highly reliable fast access/data lines are in place.

The reasons for this is that technological solutions can provide a large part of the answer, e.g.:

1.
EFTPOS terminals could be more versatile and friendly if there was access to

higher speed lines.

2.
The use of video based facilities would allow someone in a Call Centre/office

elsewhere to conduct interviews ‑ help people use the IHB, or ATM's that act

like cash drawers:

Video could provide that face‑to‑face connection which has greater significance within rural and regional areas.

3.
CPS has self‑directed touch screens within all its PFC's which allow access to

the Internet Home Banking and Website.

With quality high speed connections or broad bank these devices could be installed therefore allowing access to a broader range of people, particularly those who do not have their own/or access to a PC.

4.
One can imagine a town having a designated space (shared or otherwise) that

has cubicles with touch screens and built in cash dispensers.

Video link via touch screens to ask for help or advice.

Mobile consultants who could consult at this office or go to the peoples homes.
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(c)
The level of service currently available to rural and regional residents.

Our research is that this is found wanting in all but the principal towns or `Hubs'.

All customers have access to phone banking but this can be very difficult for much of the population i.e. elderly and disabled who appear to make up a large portion of the rural and regional areas.

Bendigo Bank have provided an alternative to a number of the larger towns but not in the more `rural' areas.

(d)
International experiences and policies designed to enhance and improve the

quality of rural banking services.

Unable to comment on this.
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