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1. Introduction

The Finance Sector Union of Australia (FSU) is pleased to have the opportunity to contribute to the Parliamentary Joint Committee on Corporations and Financial Services inquiry into the level of banking and financial services available to Australians living in rural, regional and remote areas. The FSU represents the interests of 65,000 members employed in the finance sector across Australia.  

The FSU’s primary concern is the welfare of our members and the diminishing level of access to banking and financial services threatens that welfare directly and indirectly. We work from the basic philosophical position that our members employed in the banking sector are playing a role in the provision of an essential service. 

“Access to financial services is an essential requirement for participation in modern society. All consumers need mechanisms for storing and saving money and for receiving and making payments to third parties. In this sense, basic banking services have much in common with central utilities such as electricity, gas and water.”

This access is being threatened by bank branch closures.  It is also threatened by inactivity by legislators, who have been eager to hold inquiries but have not been prepared to take action to remedy the growing problem.  

2. Overview

This submission will cover the following aspects of this Inquiry’s terms of reference:

· Options for making additional banking services available to rural and regional communities. 

· Options for expansion of banking facilities through non-traditional channels 

· The level of service currently available to rural and regional residents 

· The need to stop having inquiries and start doing something. There have been enough inquiries to establish that there is a problem.  It is time for the government to act.

3. Options for making additional banking services available to rural and regional communities. 

There have been a number of initiatives designed to overcome the withdrawal of banking services from rural and regional areas. The FSU believes that the first option should always be making the banks accountable for the provision of services to the communities from which they have drawn their wealth. This section will assess the adequacy of the Branch Closure protocol in this light, will raise problems with the Rural Transaction Centres and discuss the community bank initiative. It also reviews State Governments’  initiatives in this area.

3.1 Code of Banking Practice requirements for branch closure

The review of the Code of Banking Practice recommended that the banks should adopt a protocol for the closure of a branch. This protocol was adopted by the Australian Bankers Association as the Transaction Services and Branch Closure Protocol for Rural and Remote Areas.
 It covers the level of services to be provided after a branch closures, the assistance provided to assist in transition to changed access arrangements, and provides for a minimum notice period of 12 weeks. 

The FSU believes that the adoption of this protocol is “too little, too late” from the banking industry. The commitment to retain an ongoing face to face service for a cash deposit and withdrawal service where a rural or remote branch is closed is rendered meaningless by being subject to ‘commercial viability’. Without external scrutiny of the grounds for commercial viability, this becomes an easy opt out clause. 

Both the ALP and the FSU are urging a stronger protocol for branch closures of a minimum period of notice of six months. The FSU believes that a community impact statement should be part of this protocol. It should also provide for a guaranteed staff assistance program to retain employees and their skills in the area.  The FSU Charter is attached as Appendix 1.

3.2 Rural Transaction Centres

The Rural Transaction Centres Program is the Federal Government response to the issue of decline of services in rural and regional areas. The RTC Program is aimed at towns with a population of less than 3,000 that are without access to basic banking services. 

There are 49 RTC’s throughout Australia.  This is hardly an adequate replacement for the thousands of branches closed across the country.

Criticisms
 made of RTCs include:

· the very slow roll out of the program;

· the funding only covers feasibility study and establishment and centres must be self funding after that; and

· that some of the centres do not contain any banking services.

The FSU believes that the Rural Transaction Scheme needs to be evaluated as a matter of priority by the Federal Government. 

3.3 Community banks 

Bendigo Bank’s Community Banking Scheme is a private initiative. In Victoria, there are currently around 30 operational community banks, many of them in urban areas. 

The FSU believe that this scheme demonstrates both the value that all communities (not just rural and regional ones) place on having a bank branch and how the banking industry can respond to community concerns with an innovative and profitable approach.  There are several communities that have successfully encouraged credit unions to establish branches in towns in rural and remote areas.

It also demonstrates the importance of community ownership of the issue.  Where communities are involved in the establishment and maintenance of local banking facilities the exercise is successful.  Where traditional banks refuse to involve and consult local communities, banking services decline.

In the section on international experiences, this aspect of community ownership is canvassed and an excellent example of how local ownership can ensure that communities can retain comprehensive financial services.

3.4 State Governments’ Initiatives

Various State Governments have addressed the same issues in different ways. Some of these approaches are set out below.

3.4.1 New South Wales

The NSW government has been particularly active in this area and the FSU encourages the other State Government to take a similar approach to that encapsulated in the words of the NSW Minister for Fair Trading:

“While the NSW Government does not regulate banks, it will do what it can to ensure the families of NSW have access to essential banking services, which meet their needs, at prices they can afford.”
 

The Minister went on to state, “there is a clear need for firm Federal Government leadership and action in ensuring banks are obliged to provide minimum banking services to all Australians.”

The NSW government has produced a discussion paper on Minimum Banking Services that makes clear recommendations to the Federal Government about the role they should be playing in requiring the industry to provide a minimum level of service to the community.  

The NSW government has also played an active role by funding a banking hotline, holding regional banking forums and producing an action kit for communities facing bank closures.

3.4.2 Western Australia

The Western Australian Ministry of Fair Trading Government has produced a report on the issue of bank branch closures in country towns.
 It has also produced and made available a ‘tool kit’ for communities facing the loss of a banking facility. This tool kit is called “Creative Community Banking for Communities Faced with Bank Closures”.

3.4.3 Victoria

The Victorian Government has recently conducted an Inquiry into the Impact of Structural Changes in the Victorian Economy.
 The final report of this Inquiry has a detailed chapter
 on banking services and the impact of the withdrawal of services from small and medium towns. A number of recommendations have been made directed at both the Victorian Government and the banking industry. As yet, no Government response has been made.  

4. Options for expansion of banking facilities through non-traditional channels

There is already a range of transactional banking services available to consumers in remote, regional and rural Australia through non-traditional channels.  These include being able to use credit cards, EFTPOS, ATMs, Internet, telephone banking, Australia Post and other transaction arrangements.  However, these services only cover part of what consumers need in a full banking facility. Consumers regularly need face-to-face services that cannot be provided through any of the above channels.  These include a wide range of lending services, financial advice and other specialised services that cannot be provided through any of the above channels.

The recent Victorian Government Inquiry into the Impact of Structural Changes in the Victorian Economy heard evidence that particular customer groups have difficulties with particular types of non-traditional channels. The difficulties older people may have using telephone banking were noted. The Final Report of the Inquiry quoted this evidence:

“Phone banking is an absolute disaster to the older person. They cannot hear and they are not usually quick enough to respond to that. They have not been brought up with that type of technology.” 

The Inquiry also heard evidence that in many rural and regional areas there were concerns about the quality of available information and communications technologies. The Committee found that, in the Victorian context (Finding 2.6) “infrastructure capabilities are not yet at a sufficient standard to support widespread and convenient adoption of Internet banking by rural residents.”

5. The level of service currently available to rural and regional residents

The statistics on the decline in the number of bank branches show that there has been a steady decline in the numbers of branch numbers since 1993 in both metropolitan and other areas. This was acknowledged by the House of Representatives Standing Committee on Economics, Finance and Public Administration Inquiry into Alternative Means of Providing Banking and Like Services in Regional Australia
 and has been reported in numerous research and government reports. The HRSCEFPA Inquiry also found that towns with populations of less than 1000 accounted for more than half the towns where all banks had withdrawn.
 The towns with the least access to services were the smallest ones with 75% being without access to business banking and 50% of towns with fewer than 600 people only had access to a post office agency. 

The recent Victorian inquiry, noted earlier, found that the banking industry argument that access to banking services has increased over the past decade was probably true for those in metropolitan areas. The Committee however said,

“…the Committee’s evidence shows that customers residing in rural communities argue that access to banking services had declined. The preference for face-to-face banking services is particularly high in rural communities while access to electronic banking and ATMs is lower than in metropolitan areas.”

There are a number of case studies presented in the final report
 that the FSU recommends this Inquiry take in to consideration as evidence of rural and regional towns’ “unique experience of the scope, timing and effect of service decline”
. 

5.1 The Impact of Branch Closures

There has been a considerable amount of work done on the impact of bank branch closures in rural and regional areas. The most commonly cited study is the “Economic and Social Impacts of the Closure of the Only Bank Branch in Rural Communities”.
 This study found that the closure of the only branch in town had effects at the individual, business and community levels. The HRSCEFPA Inquiry drew together the following impacts from the many submissions presented to that Inquiry.
 

5.1.1 Individual impacts:

· Additional travel and security issues;

· Savings patterns disrupted;

· Larger cash withdrawals and consequent security issues;

· Loss of investment income;

· Difficulties in obtaining credit;

· Increased need for credit from local businesses;

· Cheque cashing difficulties; and

· Lack of access to financial advice.

· These impacts are likely to be further worsened for people with disabilities, the elderly and low-income consumers.

5.1.2 Business Impacts

· Increased use of cheque cashing by customers;

· Loss of cash sales;

· Accumulation of excess cash;

· Increase in bad debt;

· Delays in depositing cheques;

· Increased security concerns and risks; and

· Difficulties in obtaining cash and change;

· Farming businesses may be particularly disadvantaged by the loss of bank staff with intimate knowledge and experience in rural banking matters.

The Victorian Government Inquiry found heard evidence that businesses could expect to lose anywhere between 5% and 40% in sales after the loss of the last bank branch in town.

 5.1.3 Community Impacts

· Average decrease in spending by individuals after closure of bank branch in their town put at $320 per month; 

· Changes to financial environment in town post branch closure also leads to loss of financial investment in town; and

· Job losses derived from direct loss of banking jobs, and from loss of expertise of bank employees from area.

Obviously the impact will vary between towns, regions and suburbs. The impact will be particularly severe when it is the last branch in town that closes.

5.2 The Need to Maintain Four Pillars

One positive action that the Government can take to ensure that further large scale branch closures don’t occur in rural, regional and remote Australia is to reaffirm its commitment to retaining the four pillars policy.  While this action will not address the problem that currently exists, it will ensure that the problem is not dramatically increased.

5.2.1 The impact of previous mergers on branch numbers and jobs.

The impact of earlier mergers provides an indication of the potential impact of future mergers. In the Victorian context, two major mergers have impacted on both the number of branches and the number of banking jobs. The takeover of the State Bank of Victoria by the Commonwealth Bank of Australia resulted in the loss of around 7,000 jobs, about 3,700 retrenchments and the loss of 301 branches. In 1997, Victoria’s largest regional bank, the Bank of Melbourne, merged with Westpac leading to the immediate loss of 1,400 jobs. The branch statistics for Westpac 1998 show an increase due to the merger to a total of 325 branches. However by 2001, this had reduced to 187 branches.

5.2.2 The impact of future mergers on branch numbers and jobs.

If the Federal Government dismantled the four pillars policy and allowed the big four banks to become the big two, over 400 bank branches would be lost in rural, regional and remote Australia, over 150 in New South Wales, over 100 in Victoria, over 75 in Queensland, over 20 in South Australia, over 25 in Western Australia and over 10 in Tasmania.  It is estimated that over 4,000 jobs would also be lost.

There needs to be a transparent public interest test built into the mergers assessment processes, which the Treasurer must comply with when exercising his power to allow mergers.  The process needs to include an investigation of the impact on employment and communities, a reasonable period for community consultation and the power to block mergers that are not in the public interest.

6. International experiences and policies

Some rural, regional and remote areas of Canada provide an interesting alternative for this Inquiry to consider.  The Province of Saskatchewan in central Canada is predominantly described as rural, regional and remote.  Many towns in Saskatchewan are similar to towns in rural Australia except for one key difference.  These towns in Saskatchewan are serviced by Co-operatives including financial co-operatives – Credit Unions.

The Centre for the Study of Co-operatives, 2001 released a comprehensive report on the Economic impact of the Co-operative Sector in Saskatchewan in 1998.  This analysis reached some important conclusions around maintaining vital services in rural areas.  The report concluded:

· Cooperatives promote local pride and social integration, local control and local reinvestment.

· Cooperatives behave differently from other institutions in terms of pricing, commitment to community rather than individual interests, ability to provide certain kinds of goods and services, and ability to keep a greater portion of the value generated within the local economy in the community.

· Cooperatives stabilize and contribute to growth in communities and regional economies

· Cooperatives have a strong impact on both the current leadership in rural communities and the development of new leaders

Financial cooperatives in the form of credit unions in Saskatchewan have provided comprehensive financial services to rural, regional and remote areas of the province for decades.  When other areas of the country were hit by bank branch closures, those towns in Saskatchewan with a credit union presence continued to enjoy local financial services.

Community Banks are also able to harness the support of the local community although their ownership base is not as broad as credit unions.  However, the key point is that local ownership and community cooperation in the Saskatchewan context shows that financial and other services can be retained in rural, regional and remote areas.

The provincial government of Saskatchewan has a specific Ministry for Cooperatives and extensive government support is given to ensure that Cooperatives continue to provide vital services to people in rural, regional and remote areas.

7. Other Issues

Numerous Inquiries into this issue is testament to the fact that a problem exists.  The problem has been extensively investigated and documented.  However, governments have not taken action to solve the problem.  This government needs to stop having inquiries and start taking action.

8. Conclusion and Recommendations

Over recent years there have been numerous inquiries, reports and studies into this problem.  While this indicates a recognition that a problem exists and solutions need to be found, it also indicates that solutions have indeed not been found.  The Finance Sector Union believes that it is imperative that this Inquiry recommends decisive actions to find practical and long-term solutions.  There have been too many enquiries and not enough action – now is the time for action.

Every Inquiry and every study has concluded that access to financial services is essential for a modern community to function.  Communities that don’t have access to comprehensive financial services have declined in a multitude of ways.  It is not just a question of providing consumers with access to financial services, it is a question of how a community suffers when financial services are not available locally.  Putting financial services back into communities that have lost them will rejuvenate them and preventing future losses will save communities from certain decline.

Most government and banking industry initiatives to address this problem have been in the area of providing transaction services.  Bank Executives and others have attempted to muddy the debate by describing transaction services as financial services.  Communities in rural, regional and remote Australia generally have access to transaction services, but many do not have access to comprehensive financial services.  It is essential that this Inquiry recognises this distinction and recommends actions to ensure communities have access to comprehensive financial services.

Australia’s banks have had ample opportunity to demonstrate that they are socially responsible companies.  They have clearly demonstrated that they are not prepared self regulate.  Unless the Federal Government is prepared to force the banks to act in a socially responsible way, these banks will continue to withdraw comprehensive financial services from rural, regional and remote communities across Australia.  A copy of the FSU Social Charter is contained in Appendix 1.

Thousands of bank branches have closed in the past decade and many of them have occurred because of the impact of past bank mergers.  The only thing that stands in the way of the big four banks merging to become the big two is the current Federal Government four pillars policy.  Should the Government bow to pressure from the big four banks and abandon the four pillars policy hundreds more branches across Australia will close.  It is imperative that this Inquiry recognises the impact big bank mergers would have on rural, regional and remote communities and recommend retention and enhancement of current policies designed to retain at least four major banks.

Bank branches have closed in communities because governments and communities have not worked together to prevent this occurring.  Communities are powerless to stop branch closures without government support, and government initiatives would not be as effective without community action.  It is therefore important for this Inquiry to recognise the importance of government and communities working together to address this problem.

Recommendations

The FSU recommends:

Recommendation 1

That the Committee recognises that the time for Inquiries is over and the time for action to address the problem is long overdue and recommends to the government that immediate action must be taken arising from this Inquiry.

Recommendation 2

That the Committee recognises the importance of maintaining the four pillars policy and recommends that the government give a commitment to retain the current Policy.

Recommendation 3

That the Committee recommends the following process for dealing with any future proposed bank mergers:

· There must be a Public Interest Impact Assessment (PIIA) process attached to the Treasurer’s power to allow a merger or not.

· The PIIA process would include the following:

· Steps to investigate how the merger would impact on employment and communities

· A period for public consultation

· The power to block a merger that is not in the public interest as defined by PIIA

· Clear guidelines for developing meaningful undertakings designed to minimise the negative impacts of a merger

· A process for evaluating the implementation and outcome of any undertakings 

· Enforcement measures if conditions are not met

· The establishment of a taskforce of key stakeholders including the FSU, consumer and community organisations to develop the PIIA process.

Recommendation 4

That the Committee recognises that Australia’s banks will not behave in a socially responsible way unless forced to by legislation and therefore recommends that the government introduces legislation to impose social obligations on Australia’s banks.

Recommendation 5

That the Committee recognises that there is a clear distinction between transaction banking and comprehensive financial services and recommends to the government that all initiatives must aim to provide comprehensive financial services to rural, regional and remote communities, not just transaction services.

Recommendation 6

That the Committee recognise the opportunities to learn from the Canadian experience of the provision of financial services in rural, regional and remote areas and recommends to the government that a comprehensive study be undertaken of the provision of cooperative financial services in rural areas of Canada to evaluate what Australia can learn and duplicate.

Appendix 1.


The FSU supports the introduction of a social charter for Australia’s finance sector that is backed by legislation.

Unless banks are legally required to address social obligations to the community, there is little evidence to show that the banks will voluntarily alter the way they operate to meet community concerns. On the contrary, the banking industry has a history of showing only neglect and contempt for the needs of both their employees and customers.

The FSU believes that the federal government should examine the issuing and renewal of banking licences with compliance with a social charter. 

Below are provisions of such a social charter.


A new Branch closure protocol should be introduced to establish the process that should be adopted by the banks where a branch closure is proposed. This protocol should require the following elements as a minimum:

a) A notice period of six months

A notice period of six months will be provided to staff and the community in both rural and metropolitan areas where a branch closure is being proposed. 

b)
The provision of an impact statement

An impact statement must be produced which outlines the reasons for closing the office and gives fair calculations on costing and shows that the company has made a fair assessment of alternatives to closure.  The statement will provide a full assessment of any alternative means of providing these services including access issues and the affect on local economies.

c)
Genuine consultation with the affected community

The bank will cooperate with the community, and provide any necessary information through their impact statements, to allow them to make adequate transitional and alternative arrangements and to give the community the opportunity, where desirable, to make any changes necessary to ensure continued viability.

d)
The implementation of a staff assistance program

Staff should be provided with a high level of individual assistance and access to resources and training, enabling them to be re-deployed or gain other meaningful employment, and to assist any staff in dealing with redundancy issues. The workforce and the unions must be consulted. The impact of any job losses should be assessed, particularly within rural communities.


A new consultative forum, the Financial Services Advisory Board, should be established to assess customer satisfaction and monitor the implementation of the social charter on a six monthly basis. 

The FSAB will include representation from consumers, small business and unions.


Banks should be assisting disadvantaged groups through lending and funding and developing initiatives to improve access to banking services for low income, older people and people with disabilities.  

To ensure everyone has access to our financial system. Australia’s banks must provide:

· Fee free, no frills banking accounts available to all social security recipients;

· Low fee no free banks accounts for all members of the community;

· Such accounts should be publicised widely and staff encouraged to offer the product where appropriate;
· annual reports that list details on assistance provided to, and lending levels to, rural communities, small business and low income.

The poor image suffered by the banks is very much a result of the negligible efforts made by banks to communicate and consult with customers and the public at large. 

A greater investment in providing an open and transparent exchange of information would assist in restoring a relationship of trust and respect between the banks, their customers and the general public.

· Banks should be providing details on their branch network to the public on the range of services provided on a face to face basis in rural and metropolitan areas and the quality, quantity and accessibility of service-delivery systems in each region.
· Annual reports should contain a record of opening and closing of branches and details of company intentions concerning their retail offices for the coming year.


The finance sector must employ sufficient staff all areas of banking to ensure customer service standards are met and all employees are fully trained in the products, services they offer and ethical standards they are required to meet by law.

To deliver on this key area the finance sector must:

· Implement transparent staffing practices to enable public scrutiny of staffing arrangements and customer service standards

· Provide on the job training for staff to ensure compliance with the training of the new licensing regime before federal parliament

· Employ sufficient staff to allow end the excessive overtime the industry demands of bank employees

· Ensure sales targets and performance measures set for employees are achievable within standard working hours

· Ensure that banks service fees and charges paid by customers genuinely deliver high quality customer service.

The string of major corporate failures such as HIH and One.Tel indicate serious failings in the system of prudential regulation and intervention which have left thousands of Australians worse off. The federal government must act to:

· Demand far greater accountability from our corporate leaders to ensure the savings and entitlements of citizens are not put at risk by corporate negligence and greed.

· Review the role and powers of Australia’s corporate regulator to protect Australians and where necessary broaden and strengthen its investigative powers.

· Tighten corporate reporting requirements and auditing measures to more effectively alert  investors as to the performance of companies.

· Introduce a nationally funded levy on employers to protect workers’ entitlements in the event of corporate collapse.

· In the event of a corporate collapse, ensure that any bonuses paid to Directors of the company concerned in the past 12 months must be surrendered.


Although the industry is growing and record profits are being made, constant restructuring has already resulted in the loss of 40,000 employees in the sector who have been left with few readily transferable skills and no job. 

Despite widespread understaffing and excessive amounts of overtime being worked in the industry, the banks continue to shed jobs in the thousands every year.

The banks need to do much more to retain staff and create new employment rather than destroy jobs, retrench staff and overload those who remain.

The federal government should work with the industry to ensure jobs are retained and a greater investment is made in developing Australia as a financial hub offering a highly skilled, motivated finance workforce.

· The finance sector must report to the Financial Services Advisory Board on skill development and employability. The banks must be made to assess and report their future skill needs on an annual basis, and asked to report on the actions they are undertaking to maintain the employability of their workers. 

· A Government/industry/union body should be set up to encourage re-employment into the finance industry and support finance workers who have been displaced by providing individually tailored, finance specific information about courses and employment options in different companies. This body should also establish a staff assistance program funded by employers to assist displaced workers by:

a) Helping workers find and get referred to vacancies

b) Helping workers and enterprises access the different types of assistance available

c) Communicating with training providers and other agencies to develop training plans for workers in areas where those skills are in demand

d) Reporting to government and back to employers the effectiveness of services provided and strategies that may overcome any barriers the program is facing

e) Meeting with regional bodies and local governments to help the process of structural adjustment progress in the best possible way.


Merger activity between our four major banks would accelerate the push for restructuring, branch closures and job loss and further reduce competition and choice for consumers

For the social charter to operate effectively it is vital that the federal government retains the prohibition on mergers between Australia’s four major banks, known as the “four pillars policy”

The process by which mergers, takeovers and acquisitions within the finance sector are approved must also be strengthened and made transparent to ensure the interests of the public are fully considered when proposed mergers are being evaluated. 

· a Public Interest Impact Assessment (PIIA) process must be established before major industry mergers and acquisitions can be approved by the government.

· the PIIA process must include the following elements: 

· Steps to investigate how the merger would impact on employment and communities.

· A period for public consultation.

· The power to block a merger that is not in the public interest as defined by PIIA.

· Clear guidelines for developing meaningful undertakings designed to minimise the negative impacts of a merger.

· A process for evaluating the implementation and outcome of any undertakings.

· Enforcement measures if conditions under which a merger is approved are not met.

· The establishment of a taskforce of key stakeholders including the FSU, consumer and community organisations to develop the PIIA process.


For more information contact:

Mr Tony Beck

National Secretary

Finance Sector Union of Australia

National Executive

341 Queen Street

MMelbourne VIC 3000

Tel: 03 9261 5300

Fax: 03 96021235

www.fsunion.org.au
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