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SUBMISSION TO THE INQUIRY INTO THE OPTIONS FOR BANKING AND FINANCIAL SERVICES IN RURAL, REGIONAL AND REMOTE AREAS OF AUSTRALIA

The Council of the City of Ballarat makes the following comments in relation to the current Inquiry.

There has been considerable public debate over the past several years on the future of delivery of financial services in regional and rural Australia.

This public debate has been in response to the stated and unstated strategy of the financial services sectors to move away from the traditional business structure, predominantly the “bricks and mortar” approach to accessibility and to rationalise the customer service network – ostensibly determining the most geographically suitable locations, rather than simply having a branch or outlet in every suburb or town.


This shift has manifested itself in not only the reduction in “face to face” services, but in the promotion of self-service via telephony and the internet and in the creation of one-stop shops, such as Australia Post (which now provides a range of services that it did not traditionally have).

In response to this expressed public disquiet, in 1999 the House of Representatives Standing Committee on Economics, Finance and Public Administration published the results of its inquiry into regional banking services (The Hawker Inquiry). The majority of that Committee’s twenty-one Recommendations dealt with the macro-environment within which the financial services sector operates. There was little of relevance to local government or to communities themselves.

The Council of the City of Ballarat urges this Inquiry to focus on practical solutions to the problems, rather than to seek legislative and macro-economic policy changes that have dubious impacts.

The banks have claimed in the past that their actions are in response to economic and social trends over which they have no control. They claim that they are reacting to a situation, not creating it. The Council believes that this view is tendentious. 

The financial services sector is, in fact, one of the very drivers of this change they claim is beyond their control. Economies are affected by monetary policy, by lending and investment policies, by corporate policies of real organisations. To claim that there are “forces” in the world beyond the understanding or influence of the financial services sector abrogates all responsibility for the economic life of nations and their peoples. We are not made by History, we make History.

Whilst the Council recognises that banks, like any profit-seeking enterprise, are required to deliver a reasonable and sustainable profit for shareholders, it also believes that the financial services sector has a responsibility to communities whose investments contribute to shareholders’ profit and security.

The recent notable corporate collapses around the world have focussed attention on corporate governance and corporate responsibility – phrases that this Council suspects the financial services sector hears as an “annoying buzzing sound in the ear”, rather than as a clear clarion call to ethical business.

Banks must embrace an ethical approach to their dealings with customers. This not only an appreciation of the customer’s rights, but an acceptance of a duty to the customer. If the banks drive away the customer, this vacuum will be filled. Although it has not come on the national agenda yet, there is no doubt that the nationalisation of banks will be raised again in Australian history and perhaps this time the outcome will be different. 

In this respect, there is much to be gained from strategies that promote positive social outcomes through a social contract. By recognising that ethical business is also good business, the financial services sector will strengthen its relationship to the customer, not weaken it to the point where there is no understanding of the value of a non-nationalised financial services sector.

The Council of the City of Ballarat recommends that the financial serviced sector be required to comply with a social contract that is enforceable under Commonwealth legislation with penalties for non-compliance equal to those under corporations law.

The emphasis of the current public debate is on the effective and efficient delivery of service, but this emphasis ignores the role of the bank itself in the community. Whilst people want to withdraw and deposit money, pay bills and transfer funds, they also want advice. Traditionally the bank was not just a place to do business, but a place that was involved in the welfare of the community, not only as a local employer, but as an adviser to the community. The bank manager provided advice to the community, mostly financial, but often on other matters important to community life. In short, the bank had a leadership role in the community. That role has now disappeared and communities have lost a valuable resource.

In the pursuit of reduced costs, increased profits and dividends to shareholders, and maximum return on investment, the financial services sector has lost sight of its role as an invigorator and sustainer of social capital.

Therefore, when it claims that it is only reacting to a problem, we must ask whether its demonstrated lack of faith in the viability of rural communities and the rural economy amounts to an abdication of its leadership role in developing and sustaining social capital.

As Professor Margaret Alston of the Centre for Rural Social Research has stated with respect to rural Australia: “The building of trust and mutuality at local levels is important to overcome alienation, increasing poverty and social disadvantage.” Many of the inequities between rural and urban Australia discussed by Professor Alston could be minimised by the financial services sector resuming its leadership role in our nation.

In response to the gradual decline in rural social capital, the Council supports the findings and recommendations of the Economic Development Committee of the Victorian Parliament in the final report of its Inquiry into the Impact of Structural Changes in the Victorian Economy (May 2002). 

The Council of the City of Ballarat commends the work of the Economic Development Committee and endorses its findings and recommendations with respect to the banking sector.

Finally, the Council wishes to comment on the overall strategy presented by the financial services sector vis-à-vis alternatives to traditional banking.

It has been stated that there is greater choice now for customers (eg telephone and internet banking). Whilst this is prima facie correct, there is a significant proviso – technology uptake depends on a range of socio-economic factors.

There appears to be conflicting evidence as to the growth of technology uptake in Australia that would have a direct impact on the successful implementation of the financial services sector’s strategy.

What is significant is that two consistent factors have been identified in studies as barriers to uptake: level of income and level of education. In the United States, the Pew Research Centre (September 2000) reported in Who’s not online that 57% of those without internet access said that they did not intend to log on. This report also raises serious questions about the real penetration of computers into rural and remote areas, the effect of education, age and income on the likelihood that the person will go on-line. 

Closer to home the National Centre for Social and Economic Modeling, in its Barriers to the Take-up of New Technology (November 2000), identified income and education as factors influencing the take-up of new technology.

For Ballarat the results of the 2001 Census indicate that 41.6% of Ballarat’s population use a computer at home, but internet use is lower, at 36%. In both cases, these figures are lower than the Victorian average of 43% and 38.3% respectively. The Western Region Telecommunications Capability Study (May 2001) states that only 32% of non-metropolitan Victorians were likely to access the internet. 

The foregoing clearly shows that access to the new services being presented by the financial services sector as the “way ahead” rely almost entirely on a stable, affordable telecommunications infrastructure and a degree of education and training that enables and empowers the user to access the service. The issues raised here are the responsibility of parties other than the financial services sector, namely the telecommunications industry.

Finally, the strategy presupposes customers with a level of assets and income – otherwise why would the person want to go on-line? Therefore, whilst the higher socio-economic group might be keen to use internet banking and not be disadvantaged by this new strategy, what use is it to a low income person?

The Council of the City of Ballarat states to the Inquiry that the service delivery strategy proposed by the financial services sector relies on a stable, affordable telecommunications infrastructure and until this can be provided to all Australians, access to the new services offered by the banks will be inequitable.
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