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INQUIRY INTO THE LEVEL OF BANKING AND FINANCIAL SERVICES IN RURAL, REGIONAL AND REMOTE AREAS OF AUSTRALIA.

Our Submission deals with banking services in rural and regional New South Wales only.

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

including the potential for shared banking facilities:

Between June 1991 and June 2000, according to the Reserve Bank of Australia, almost 2000 branches closed across the country, leaving close to 600 rural communities which had previously had them, without dedicated banking facilities. In addition, banks were reducing services from full time to 1, 2 or 3 part days per week, down to as little as one and a half hours per week. 

Though there has been a public undertaking, as a result of the angst created by closures (not only among the general pubic but among politicians across the political spectrum), by some banks to stop any more closures, this has not happened among all the “Big Four”. Recently, on the same day as it announced a record profit of $2.6 billion, the Commonwealth Bank of Australia (CBA), which incidentally on its web site still refers to itself as “the people’s bank”!), announced the sacking of 1,000 staff.  The CEO then attempted to explain that these job losses would not affect their customer service as they came from a non face to face area of banking. One assumes however that whatever the job, it must have had a role in delivering services, so customers will be affected. How many of those axed are also customers of the CBA? One assumes that the service to them will be drastically affected.

Post Offices in the 90’s and into this century have increasingly picked up the role of banks in rural communities; at least until the Post Office is no longer a service there. Overwhelmingly, people do not like to do their banking in shared banking facilities. No matter that they are happy to entrust their mail or their health or their grocery shopping, depending on what kind of shopfront the bank has moved its facilities into, they do not like the workers and other customers there knowing their financial status. They feel a total lack of privacy. Furthermore, such shared facilities do not and cannot provide lending and investment services. They do not/cannot deal adequately with business accounts. For example, the local hotel or general store in a small rural community is the traditional place to cash cheques (where there are no banks or post offices). 

There was usually a bank in the nearest town where the shopkeeper or publican had his business account and where he would then deposit these “third party” cheques into his account. Now that the banks have withdrawn their dedicated services from even towns of 1500 – 2000 people, the shared facility is what remains and this is unable to accept these cheques. They have to be deposited in the nearest regional centre, up to 100 kms away, and certainly no closer than 65kms away. The result? The businesses in the small community are no longer accepting such cheques. How those affected cash them we are not sure: there is no public transport; the people involved often work a full 5 day week, so the necessity to cash a cheque would have to involve half a day off work. Customer service?

The banks argue that their customers actually prefer not to do face-to-face banking, citing the low percentage of customers who do use the counter. When you live even 10 kms from your nearest branch and have no car or public transport, it would be extremely difficult to access the service. We are dealing in this submission with people who live more than 60kms from their nearest branch; even those with a car find the trip long, costly (petrol in many areas remains around the dollar mark regardless of the fluctuations of the oil market), but many do not have a car or feel too old or frail to drive and there is no public transport. The only way they can pay their electricity account for example is through telephone banking unless they know someone who is going into “town”. Have the banks also enquired how many of their customers have given up on face-to-face banking because of the queues when they do go in? Or what effects the fees imposed by the banks on face-to-face service have had? I do not believe the banks are being naïve when they tell us that most customers prefer not to use counter service; I believe they are being both cynical and less than honest.

The banks also argue that ATM's and/or EFTPOS are preferred by customers. Not all communities have an ATM – one fairly typical community of 1600 people had one installed for the first time a little less than a year ago – and it was installed by a Credit Union. There is no bank ATM in the town. In addition, many people are nervous about lack of security when using an ATM. People are robbed even in busy shopping centres. There is a limit imposed by the banks or the business on the amount that can be withdrawn from either of these forms of banking. You cannot always deposit money at an ATM. Banks again charge quite extraordinary fees for what they obviously see as excessive use of an ATM, but who wants to carry large sums of money around these days? ATM’s, also, are regularly “down” –  if this is the case and the customer then accesses his account at the bank counter, he is charged $3 for the privilege. Not all businesses have EFTPOS facilities; they can only be accessed in some if the transaction is over a certain amount; they do not always have enough cash on hand for extra funds to be withdrawn and again, for the business, they attract bank fees.

(b) Options for expansion of banking facilities through non-traditional channels including new technologies:

E-commerce, internet banking and telephone banking all rely on the competence and confidence of their users; the accessibility of computers and/or telephones; the reliability and reasonable pricing of internet access. This enquiry is into banking facilities into REGIONAL, RURAL AND REMOTE AUSTRALIA.  Has any one been listening to the complaints about the unavailability and/or cost, financial and in terms of time, of internet access in the areas under discussion? It is ironic that there is yet another enquiry currently under way into the adequacy of telecommunications. Without adequate, suitable and cheap access to the internet there is little in the way of “expansion of facilities through..new technologies”. 

The skills and confidence to be an effective user of the new technologies is often beyond the customer targeted by the banks. St George Bank in Tamworth has installed computers and assigned staff dedicated to assisting the elderly, the uncertain, to learn telephone banking skills. This is the only instance, however, of a bank’s being so proactive that we have found. Somehow, as the technologies are developed and introduced, the customer base, through osmosis, become competent, enthusiastic devotees. 

Do the CEO's of our major banks understand that ours is an ageing society, that many people fear and resist change, even when they have the tools to embrace it? Those without the intrapersonal tools or the extraneous technological ones should not be sidelined or charged extra because they are reluctant to do as the banks want them to. The whole concept of customer service seems to have been turned on its head.

Cash and cheques cannot be accessed or deposited through these new technologies. One has the feeling that banks would prefer ours to be a cashless society, but at least for those of us on fixed (failing?) incomes, who do a little shopping in our small communities each day, as much for the socialization as the goods themselves, cash is a necessity. It is also for all those stall holders, small businesses as well as for many larger ones.

Credit Unions are not a new technology, but are meeting a vital need in our rural and regional centres. Often it is a Credit Union that provides the only available ATM in a small town; their fees are minimal especially compared to bank charges, their interest rates match those of the banks, their services in the way of paying regular accounts, for example, are exceptional, their premises are open longer hours than those of banks, their personnel do not appear to feel threatened with dismissal, nor do they feel impelled to suggest you take out insurance policies or invest more of your money or take out your superannuation with them, as bank personnel do these days. The popularity of Credit Unions is growing, so it is probably only a matter of time before one or other of the ‘Big Four’ swallows them, as competition is not something the banks deal well with.

Rural Transaction Centres are being established throughout Australia, offering among other services, banking facilities. Often, the Centre is a bit remote for a bank to invest in it, so again it is a Credit Union that has taken up the challenge.

Again, not a new technology, but an extremely welcome face among rural centres abandoned by the traditional banks is the Community Bank. So acceptable has this form of bank become it has even moved into suburban Australia. Such banks are owned and operated by the local community; its profits go back into that community. The Bendigo Bank is doing yeoman service by providing the systems and technology to communities, which in turn, provide the capital, personnel and site. Unlike the ‘Big Four’, here the emphasis is on customer service. 74 have been established since 1998 and another 31 are planned before June, 2003. More than 1000 applications have been received to be one of those 31. None of these community banks will make record profits of billions of dollars, but nor will they lay off workers willy nilly, in the interests of yet more profit and an obscene windfall for a CEO. On the other hand, the Business Section of the Sydney Morning Herald, 10. 9. 02, tells us that the Bendigo Bank itself is becoming a highly attractive investment for one or other of the big banks.

(c) The level of service currently available to rural and regional residents:

Almost 2000 branches closed in a decade, thousands of workers laid off, most of them locals, banking responsibilities passed over to chemist shops, general stores, Post Offices or simply withdrawn, the inability of thousands of previously loyal customers to access banking as they want it - personally, the lack of privacy and security when carrying out financial transactions: inadequate and increasingly unsatisfactory are descriptions that come to mind for the level of service available to rural banking customers.

One of the consequences of the withdrawal of banks from country towns has been the slow death of the community.  Because adequate banking services, seeking a loan, investing money, renegotiation of a loan, etc, can be done only in regional centres, it is to these that those with transport go. Once there for their banking, they also do their shopping, both of food and often petrol, because it is usually a cent or two cheaper than in the smaller community. Gradually the local shopkeeper finds it too difficult to succeed with a diminishing customer base and that shop closes. Four shops/businesses close in a community and the local school loses a teacher. Parents decide the school is too small, form a car pool and “bus” the children to the next big town. Gradually, who is left? The elderly, the out of work, those who have nowhere else to go. The hospital has gone ages ago, if there was one. It is the slow but inevitable death of a community; as one member described it, “a social and economic disaster”.

Another aspect of withdrawal of banking services to country communities (we are concentrating on these, though banks have withdrawn services from urban Australia too) is their subsequent withdrawal of sponsorship and patronage of local events. Only three years ago, in a community of 250 people, Westpac, NAB and CBA all sponsored sections of the local show, local school competitions, local sporting competitions. No more – the banks’ sponsorship dollars are for the high profile, media attracting publicity events. “Grass roots” is probably a term they would all need to look up. One bank’s Regional Manager took 50 minutes to try and justify the withdrawal of a $25 sponsorship! So much for good management of both time and financial resources. In spite of gradual withdrawal of services, increasing fees for less value, the difficulties of getting to “their” bank, rural customers by and large have remained loyal to the banks. The loyalty has by no means been reciprocated.

The Federal Government, particularly the Treasurer, in opposing any regulatory regime on the banks, tells us “to shop around”! Of course that is possible if one does no personal banking for oneself, one has a salary that most rural people would blink at and if one lives in Canberra or Melbourne – but neither of those qualifies as rural or remote. Shop around where?  Don’t politicians understand that many centres, not just tiny ones, but those with a population of up to 3000, have only one effective banking service in the traditional sense? Do they not even know of the time and the effort and the financial costs involved in leaving one bank and establishing yourself with another?

(d) International experiences and policies designed to enhance and improve the quality of rural banking services:

There is very limited knowledge among our members for input into this aspect of the Submission. We do have some experience of what happens in rural England. There, officers, not tellers, but a manager and/or an accountant, from the branch in a larger centre visit regularly, say fortnightly or monthly, each smaller centre for the day or part thereof. Local customers including business owners can discuss their financial affairs in privacy, with those in a position to make decisions about loans, for example. People have intimated they find this a fairly (not completely) satisfactory way of banking. This is a different service from that provided by our banks as they began their withdrawal from smaller communities. That service was a teller or two, for the purposes of accepting deposits or allowing withdrawals – it was not a decision making facility.

In summary:

Internet banking and E-commerce are not the panaceas banks would have us believe.

Access to internet services and adequate telecommunication technology is not a given in the bush.

Many, many customers want personalised service.

None of us has found a single person who appreciates speaking to a disembodied voice when we make telephone enquiries about our financial affairs.

People who kept faith with the banks even in difficult times, feel betrayed by their current attitudes.

Rural communities have lost access to their banks and to the role banks and their personnel played in the life of country towns.

Social capital is an investment banks appear to have forgotten.

There is a new Code of Banking Practice to be introduced and all major banks have undertaken to follow its guidelines, but we are not hopeful it will change the “bottom line” attitude of CEO's and the Directors of the major banks.

The populace as a whole appears to share our cynicism – and despair – that banks will self regulate.  The Letters Page of the Sydney Morning Herald on 29. 8.02 had a large contribution of comments on Credit Card reform. The comments ranged from a vision of a squadron of flying pigs, to believers in the Easter Bunny and the Tooth Fairy, to “fairy tales”, to the more serious prophecies of banks being prepared to take whatever actions they feel like to ensure no loss of their income.

Rural communities will further pin their financial futures on Credit Unions and Community Banks.

Social responsibility is a foreign phrase in the vocabularies of the CEO's of the traditional banks and is likely to stay there, though, ironically, all their web sites are full of self praise for their endeavours in this regard.
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