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EXECUTIVE SUMMARY

The efficient and timely access to banking and financial services by primary producers is a fundamental underpinning of competitive agriculture, fisheries and forestry industries. To date, the debate on banking and financial services has been focused on benchmarking against the availability of traditional methods of service delivery which does not provide a realistic framework for the assessment of service levels. Methods of service delivery will keep responding to developments in markets, regulation and technology. Consideration of banking and financial service delivery in isolation of other factors impinging on the level of services and infrastructure development in rural, regional and remote (non-urban) Australia, does not allow for a full understanding of the problems affecting these areas. Included among these is the natural migration of populations towards areas of greater economic opportunity which is an intrinsic characteristic of development, both in urban and regional Australia.

In today’s 24 hour, globally integrated society, there is a strong demand by consumers for convenience, flexibility, timeliness and low-cost service provision. Since the previous inquiry into rural banking conducted three years ago under the chairmanship of Mr David Hawker MP, the banking and financial services sector has overall become more accessible, flexible and efficient delivering 24 hour access to some products and services. There has been a significant increase in innovative, market-based solutions to rural, regional and remote banking and financial service delivery. This has been complemented by improvements in infrastructure capabilities which have accompanied improvements in telecommunications technology. Further, there have been specific collaborative arrangements between governments, the financial services industry and community groups which take into account some of the unique social and demographic features of non-urban Australia. These include giroPost, Westpac instores, Bendigo Bank’s community banking initiatives and Rural Transaction Centres.
However, there are fundamental social and cultural differences between urban and non-urban Australia. While, in general, many consumers today value flexibility and convenience over face-to-face transactions, there are some elements of cultural bias against change. Further, some of these areas of Australia still do not have adequate infrastructure delivery platforms to supply technology-based services in an efficient manner or a sufficient population density to warrant installing such infrastructure. These factors further hamper the efficient uptake of new methods of service delivery.

The Commonwealth Department of Agriculture, Fisheries and Forestry – Australia (AFFA) believes the development of appropriate banking and financial service delivery mechanisms through the application of sustainable, and relevant solutions to meet contemporary needs and demands, is fundamental to the long-term well- being of non-urban areas of Australia. AFFA supports the development of solutions which are progressive and market-based, and promote innovation and competition in the financial services sector. However, the unique social and demographic features of certain parts of Australia may require transitory solutions which take into account limitations of current technological capabilities.5

The Submission identifies the following key issues related to banking and financial service delivery in non-urban areas of Australia:

· Limitations in telecommunications infrastructure related to distance and cost impediments;

· Rationalisation within the agriculture, fisheries and forestry industries resulting in declining labour opportunities and population migration;

· Increase in the number of service delivery options available to the banking and financial service delivery sector resulting from developments in technology; 

· Changes to service delivery methods in the banking and financial service sector; and 

· Social/cultural biases against change and technological progress.

AFFA believes the Government can facilitate a strategic approach to development of and access to financial services in rural, regional and remote areas of Australia which would not adversely impact on market innovation and competition by:

· Promoting public awareness of modern service delivery platforms to reduce community resistance to changes in service delivery methods;

· Continuing its commitment to strategic infrastructure development and fostering non-urban infrastructure capacity; and

· Directing government agencies to adopt payment and receipt methods which support a transition to modern delivery platforms.

1.0
INTRODUCTION

1.1
AFFA’s Interest in the Inquiry

The Commonwealth Department of Agriculture, Fisheries and Forestry – Australia (AFFA) welcomes the opportunity to provide comment on the level of banking and financial services in rural, regional and remote (non-urban) areas of Australia. As a department with an industry focus, AFFA’s objectives are to enhance the development of globally competitive and sustainable food, agricultural, fisheries and forestry industries. Appendix A provides detailed information on the role of AFFA and the contribution of the agricultural, food, fisheries and forestry industries to the Australian economy.

1.2 Background to the Inquiry - Hawker Committee

In 1998 the Government conducted an Inquiry into Banking in Regional Australia through the House of Representatives’ Standing Committee on Financial Institutions and Public Administration, under the chairmanship of Mr David Hawker, MP. The Hawker Committee tabled its report ‘Regional Banking Services: Money too far away’ in March 1999. 

The key focus of the inquiry was to determine the adequacy of banking services in non-urban communities and access to full transactional banking in light of significant changes to service delivery mechanisms. The Committee observed that many of the access to service issues in affected non-urban communities were essentially transitional.

The Hawker Committee recommended that the Government:

· Investigate options for alternative electronic-based instruments for government payments and receipts transfers.

· Use the Rural Transaction Centres Programme to build on State Government initiatives by setting up government service centres to deliver financial services to regional areas, including collaborative approaches with Australia Post and installation of giroPost facilities.

· Undertake to assist communities to utilise the Regional Telecommunications Infrastructure Fund to expand the number of Internet Service Providers in non-urban Australia.

The Government’s response to the Hawker Committee report outlined the Commonwealth’s commitment to ensuring non-urban access to banking and financial services through initiatives such as the Rural Transaction Centres programme.

The response also recognised the potential for alternative means of service delivery and noted that the forced retention of traditional banking infrastructure, such as through a Universal or Community Service Obligation, would be likely to constrain industry innovation and competition and, as such, may not be in the long-term interests of non-urban communities. The response to the report was consistent with the Government’s financial sector reforms that have established a world class regulatory system which increases competition and efficiency while preserving safety and stability. These reforms were designed to enhance competition and innovation in financial services and deliver benefits to consumers including increased access and greater choice of products and services.

1.3 Scope of the Inquiry

The current Inquiry was commissioned against a backdrop of country branch closures and concerns about banks increasingly sharing their facilities. The Inquiry is seeking to build on, rather than duplicate, the work of the Hawker Committee. 

The inquiry has two purposes:

· To assess the level of service that is now being provided to rural, regional and remote areas of Australia; and

· To explore ways in which this service can be improved.

The Terms of Reference require the Committee to review the level of banking and financial services available to Australians living in rural, regional and remote areas of Australia with particular focus on the following:

· Options for making additional banking services available to rural and regional communities, including the potential for shared banking facilities;

· Options for expansion of banking facilities through non-traditional channels including new technologies;

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

· International experiences and policies designed to enhance and improve the quality of rural banking services.

1.4
Contents of Submission

While banking and financial service provision encompasses corporate (including agribusiness), retail, international and investment banking, the focus of this Submission is on agribusiness and retail banking and retail financial services as these areas are of primary relevance to AFFA’s portfolio industries and their constituent businesses.

This Submission discusses some of the more prominent issues associated with problems of banking and financial service delivery and their implications for AFFA portfolio industries. Section 2 explores the external factors impinging on changes to banking and financial service delivery; including the regulatory environment and competition, and the imbalances and challenges ensuing from negative population growth in some areas of non-urban Australia, distance and lack of infrastructure which are characteristics of many parts of non-urban Australia.

Section 3 provides an overview of developments in innovative banking and financial service delivery following the recommendations of the Hawker Committee Inquiry. 

Section 4 concludes the Submission with an outline of the current status of banking and financial service delivery in non-urban Australia.

2.0 NATURE OF THE BANKING AND FINANCIAL SERVICES MARKET

2.1
Regulation - Financial System Inquiry (Wallis Committee)

Australia’s current financial regulatory framework is designed to achieve a more competitive, efficient and flexible financial system and is underpinned by the wide-ranging reforms introduced on 1 July 1998 following the Financial System Inquiry (Wallis Committee, established in May 1996).

A key recommendation of the Wallis Committee resulted in the establishment of a regulatory framework based on three autonomous agencies:

· The Australian Prudential Regulation Authority (APRA) has responsibility for prudential supervision of:
· deposit-taking institutions (banks, building societies and credit unions);
· friendly societies; and
· life and general insurance and superannuation
 
· The Australian Securities and Investments Commission (ASIC) has responsibility for market integrity and consumer protection across the financial system. It administers and enforces a range of legislative provisions relating to:
· financial markets;
· financial sector intermediaries; and 
· financial products including investments, insurance, superannuation and deposit-taking activities (but not lending); and 
· The Reserve Bank of Australia (RBA) has responsibility for monetary policy, overall financial system stability and regulation of the payments system.

2.2
New Code of Banking Practice

Following an independent review, the Australian Bankers’ Association (ABA) launched its new Code of Banking Practice on 12 August 2002 which becomes operational in August 2003. This new generation Code will replace the existing code developed nine years ago. The new Code sets out key commitments for the industry and standards of disclosure and conduct which subscribing banks are bound to observe when dealing with their customers. The scope of the new Code extends coverage beyond personal customers to include small business. It provides standards for matters such as terms and conditions of bank accounts, disclosure of fees and charges, privacy, confidentiality and dispute resolution.

2.3 Description of the Banking and Financial Services Market

Deregulation of the Australian banking and financial services sector, in tandem with branch closures in rural areas by the major banks has expanded opportunities for credit unions, building societies and smaller banks to penetrate the agribusiness and rural markets. The relatively recent entry of international banks into the Australian market has further enhanced competition.
· The banking and financial services sector consists of a wide variety of institutions which provide services relating to saving and lending
. Banks operate under a banking licence issued by the Reserve Bank of Australia and can also be set up under State law. These requirements set minimum standards in relation to the activities of banks to protect depositors and generate public confidence in the banking system. Banks represent the largest provider of these services.

Other non-bank market participants include:

· building societies; 

· credit unions and cooperatives; 

· finance companies;

· pastoral houses; 

· merchant banks; and

· friendly societies.

2.4
Competitiveness in Agribusiness Banking and Retail Banking

Businesses, whether engaged in primary production or the delivery of financial services, are concurrently influenced by the same competitive pressures to embrace continuous improvements, realise efficiencies and optimise return on capital. These factors are constantly shaping the on-going rationalisation and development of these sectors and provide incentives to capture technological advantages. Technology is not only driving reforms in banking and financial service delivery, but also influencing, consumer expectations and preferences, and the nature of Government regulation.

The requirement for primary producers to access capital creates a demand for financial services and products which is serviced by banks and other institutions. In turn, contestability of financial product and service markets by financial institutions provides primary producers with choice and disciplines opportunistic pricing. For their part, financial institutions strive to develop and adopt innovations in products, services and delivery platforms to generate more competitive returns on their capital investments. As the majority of Australian farms have significant borrowing requirements, there is considerable commercial incentive for banks and other financial institutions to meet the service requirements of the primary production sector to the satisfaction of their clients.
As a result of the trend towards bank branch closures by leading Australian financial institutions, some gaps in the market for the provision of banking and financial services have been created. Current Government policy has allowed the market to respond with product and service delivery innovations in community banking. This has been realised through a combination of: 

· New market entrants exploiting niche opportunities - these include the community driven Bendigo Bank, Elders Rural Bank and RaboBank Nederland
 through its purchase of the Primary Industries Bank of Australia (PIBA) in 1994; and
· Developments in technology and infrastructure capabilities enabling electronic-based transactions to replace over-the-counter services and other traditional banking delivery practices.
While the major banks are expected to maintain a large share of agribusiness lending in Australia, the outcomes of the Wallis Inquiry have resulted in credit unions, building societies and other financial institutions such as pastoral houses competing directly with banks in certain rural markets. In May 2000 the Australian Competition and Consumer Commission (ACCC), in assessing the merger between Colonial Limited and the Commonwealth Bank of Australia, identified the presence of specialist rural lender RaboBank Nederland and pastoral houses in agribusiness finance markets as being important determinants of competition
.

There has been a significant trend towards rationalisation of urban and non-urban banking and financial services as banks try to reduce their overhead costs and target sizable or rapidly growing small businesses and high-wealth individuals. The agribusiness market has not suffered as a consequence of this trend as servicing the agribusiness lending market offers a relatively attractive business option for Australian banks. Furthermore, customer loyalty in rural areas is traditionally strong which enhances the prospects of cross-selling additional products to the existing client base. In recent times the agribusiness sector has benefited from a continuous stream of new financial products, such as long-term interest-only loans with flexible principle repayments and Farm Management Deposits
, as financial institutions strive to attract new business.

Similarly retail banking, which covers the branch and electronic networks of financial institutions, has been affected by changing consumer expectations and preferences, increasing competition, deregulation and advances in technology. This has also resulted in significant innovations in service delivery methods. These innovations include:

· Non-financial institutions, supermarkets and post offices, entering the retail banking sector; 
· Technology-dependent self-service or alternative points of presence facilities; and
· Various Government service initiatives targeted at rural and regional banking customers and community partnership arrangements.

2.5
Barriers to further developments in agribusiness and retail banking

The impact of new technologies on non-urban communities is unlikely to be uniformly positive and will be felt unevenly across different communities. The young, the educated and higher income groups are likely to be early adopters of new technologies while slow adoption will be more evident from the elderly, less educated and lower income groups. While developments in service delivery offer potential benefits to non-urban clients, there are a number of barriers that may limit the uptake of these technologies by rural communities.

2.5.1
Education and Training

Many people, particularly the elderly, do not feel comfortable with the concept of electronic commerce or banking and wish to continue the face-to-face service which they have traditionally enjoyed. This group is not a substantial user of existing credit card services or EFTPOS facilities and is unlikely to readily adopt novel developments such as stored value cards, instead preferring cash transactions. Similarly, this group may not be willing to embrace computerised or telephone banking systems. 

For commercial reasons, service providers often limit access to some services such as credit cards to people who own assets over a certain threshold value. Hence low-wealth individuals may encounter difficulty being accredited as users of particular new technologies. This may encourage some people to hoard cash, use barter systems of trade or generally withdraw from the mainstream economy. The ABA and Government have developed several education and training initiatives to address these issues. However, among those individuals who are willing to adopt new service delivery methods, other barriers may constrain their ability to utilise these services. 

2.5.2
Telecommunications Infrastructure

Some non-urban Australians may find that their telephone link is unsuitable to connect their farm or home with the bank or electronic business site. This may be due to their distance from the exchange, the noise levels on the lines in their district or the nature of the telephone system deployed in their region. This latter feature may be a particular problem in remote areas served by the Digital Radio Concentrator System.

The provision of telephone services capable of handling high speed data traffic is not guaranteed to all parts of Australia. Under their Universal Service Obligations (USO), Telstra is obliged to provide a service capable of a suitable standard of voice telephony. The inclusion of data transmission as a standard service under the USO remains under active debate and is a matter which the government is again likely to revisit at some time in the future. 

2.5.3
Cost

Cost may be a further barrier to some non-urban Australians not adopting new technologies. Such situations may arise in instances where income levels preclude the purchase of a computer or where consumers face high telecommunications charges because of distance or isolation. Access to computer training and support may also limit access to these technologies. It should be noted that Telstra recently introduced standardised local call charges for internet dial-up services across Australia which alleviates some of the cost pressures associated with the use of internet-based services. 

2.5.4
Access to Currency Handling Facilities

Small businesses in country towns often encounter difficulties obtaining coins for change and in banking cash receipts from their businesses. In some communities which do not have ready access to banking facilities, small businesses often perform the role of informal ‘banks’, cashing cheques for residents and travellers. However, this can introduce a new form of credit risk for some businesses that may need to be offset by higher margins on the sale of goods and services.

2.5.5
Handling of Customer Complaints and Bank Errors in Account Handling

While the banking Ombudsman serves as a mechanism of last resort in the arbitration of disputes between financial institutions and customers, the face-to-face service offered by bank branches plays an important role in prima facie conflict resolution. With the closure of bank branches, many customers are forced to deal with these banking complaints via customer service call centres, email or written correspondence. These customer services are less personal and may not be as timely or effective in maintaining customer satisfaction, possibly adding to perceptions of the down-grading by banks of non-urban customer relationships. 
2.6
Regional Development

The development of towns and cities takes root where they serve a function in the context of the time and society in which they exist. For example, they may be strategically located from a geographic perspective such as Sydney with its harbour or be resource-rich like Kalgoorlie. Towns and cities usually develop in response to demand for a mixture of residential (dormitory), retirement, leisure/recreational, industrial, or service centre requirements attracting additional commercial opportunities and creating demand for public infrastructure, amenities and services. When a town or city can no longer maintain its relevance, inter-regional migration can be expected. As such, population growth is often an indicator of employment opportunities conferred by regional competitive advantage.

Expenditure by farm families in country towns across Australia is an important source of income for many non-farm businesses. Service industries like finance, retail and wholesale trade, transport, and storage are all affected by farmers’ spending patterns. ABARE findings
, following a survey reported in 2001, suggest that small towns that are highly reliant on broadacre farming for their economic survival are most likely to be in decline. The demand for farm services has not kept pace with the growth in other services like tourism and hospitality. In remote areas, employment in agriculture, fisheries and forestry fell by 15 per cent between 1986 and 1996. In contrast, employment in accommodation, cafes and restaurants rose by 40 per cent, and by 56 per cent in cultural and recreational services. 

ABARE reported that growth in the services sector has been strongest in regional centres. This may also attract additional farm expenditure to these larger towns, further contributing to the rate of decline in small towns. Employment opportunities for town residents and opportunities for off-farm employment for farmers are likely to be linked to expenditure by farmers in country towns. ABARE surveys indicate that off-farm employment is an important source of income for farm families, especially on smaller farms. Growth in country towns is linked to employment opportunities and therefore is often more apparent in towns located close to major cities or regional centres
.

Changes in primary production systems designed to achieve economies of scale are at the forefront of change in agricultural areas and a precursor to declining service levels in these areas. Farmers are increasingly investing in mechanisation which usually renders their operations less labour intensive. Further, they are increasing the size of their farms by purchasing neighbouring properties. The result of these commercial decisions is that fewer jobs are available and fewer people live in many broadacre farming districts. The counter to this is growth of employment and population in districts where intensive agriculture is expanding.
In general, reductions in employment opportunities result in emigration. In turn, a declining population puts pressures on service sectors which consequentially lose economies of scale. In the case of bank branches, as populations in some non-urban areas of Australia decline, the fixed to variable cost ratio of each transaction increases, further adding pressures on financial institutions to close branches. When there is no longer a critical mass of consumers to supply, these services relocate to other economic centres. This gives rise to the natural development of regional centres. The trend towards growth of regional town centres is in keeping with trends in urban concentration. 

However, while ABARE’s data relates to broadacre farming, the expansion of intensive agricultural industries, for example from the horticultural sector, into new regions is generating increases in demand for labour and services. As a result, the non-urban areas of Australia where these industries dominate are attracting population growth and higher levels of service infrastructure. Given the natural expansion and contraction of populations in response to commercial activity, the extent and nature of any government intervention in addressing population declines in some areas of non-urban Australia needs to be carefully considered.
3.0 KEY AREAS OF BANKING AND FINANCIAL SERVICES RELEVANT TO NON-URBAN AREAS OF AUSTRALIA

Financial service delivery methods have been evolving in response to changing consumer demand, increased competition, deregulation and advances in technology. While historically price has been the major focus of competition, driven by general productivity and efficiency improvements, non-price factors are assuming greater significance in the competitive positioning of goods and services. Such factors include: flexibility, convenience, timeliness, complementarily with other products and services, follow-up service and consumer guarantees. This trend is likely to lead to greater price variance between products and services as commercial entities promote price as merely one aspect of a broader competitive mix. Although money has traditional properties of a commodity good, this trend has resulted in a greater disparity between the service fees, charges and lending rates of financial institutions as products and services become more highly differentiated.

Concurrently, there have been changes away from traditional branch-based facilities to technology-dependent, self-service facilities which generally offer greater convenience at lower costs. This includes access to 24 hour banking which is largely replacing conventional service-delivery platforms that involved over-the-counter transactions.

The development of electronic commerce and banking services provides new opportunities for people in non-urban areas to undertake an increasing range of transactions in a timely manner without the need to physically visit the business address of their financial service provider. Timeliness includes both increased speed of information retrieval and transactions which become almost instantaneous, and the ability to conduct business 24 hours a days, seven days a week with respect to many banking products.

3.1 
Innovations in Agribusiness Banking Service Delivery

The agribusiness market continues to represent an attractive segment of the financial services market in which banks and other lending institutions can be commercially engaged. In absolute terms, the agribusiness lending market is continuing to grow despite the contribution of the primary production sector to national Gross Domestic Product (GDP) remaining fairly static as illustrated in Table 1.
	TABLE 1
	Bank Lending to Agriculture, Fisheries and Forestry 
	GDP for Agriculture, Fisheries and Forestry as a proportion of Total Australian GDP

(Financial Year)

	Date
	$ million
	%

	June 1994
	13 722 
	3.37

	June 1998
	18 566 
	3.15

	June 2001
	25 174
	3.12

	Source
	APRA: www.rba.gov.au/Statistics/Bulletin/D07dhist.xls
	ABS – National Income, Expenditure and Product, Australian National Accounts March 2002


In 2001, ABARE conducted a survey which included questions on banking services in rural Australia
. The survey compared the use of banking services in 1990 and 2000. The findings indicated that there was a significant move by farmers to use banking services in regional centres rather than in their local towns. It was reported that in 1990, 53 per cent of farmers used banking services in their regional centres, with 36 per cent going to their local towns. By 2000, 60 per cent of farmers were using banking services in their regional centres and only 27 per cent continued to use their local town. ABARE reported that this outcome was consistent with the closure of branches in small towns in this 10 year period. 

The ACCC reported in May 2000 in its assessment of the Colonial Limited and Commonwealth Bank of Australia merger, that agricultural lending requires a physical presence of some sort
. In keeping with this observation, banks and other financial institutions generally have teams of specialist lenders travelling the countryside assessing and managing loan accounts. In its 2000 financial merger assessment, the ACCC identified the presence of a specialist rural lending bank and pastoral houses in agribusiness lending as important drivers of competition in this market.

There are views within the banking industry that suggest, in order for this service to be cost effective, the aggregate level of borrowings should be a minimum of $150,000. Such rural clients are often able to manage their financial services needs through a combination of mobile banking specialists and electronic transfers through on-line services. They often have a higher degree of technological competence and equip themselves with reliable telecommunications products to meet their specific circumstances. 

AFFA has responsibility for the Agricultural Finance Forum, chaired by Senator the Hon Judith Troeth, Parliamentary Secretary to the Minister for Agriculture, Fisheries and Forestry. The Forum draws its membership from key figures within the agribusiness finance and primary production sectors and generally meets tri-annually. Since its inception, the AFF has provided a valuable medium for the exchange of industry and Government views on major public policy issues impacting on the agricultural finance services sector and has identified a number of emerging finance-related issues affecting rural Australia. 
In particular, the AFF was influential in developing policy perspectives on important initiatives such as the implementation of the Farm Management Deposit scheme.
3.2
Innovations in Retail Banking Service Delivery

Through greater awareness of the issues being faced by some non-urban areas of Australia, positive and progressive responses from the financial sector, local communities and Government are evident in addressing key service delivery challenges. There is now a wide range of alternatives to branch banking available in the market place. Some of these are specific to rural, regional and remote areas and others apply across Australia. These include
: 

ATMs 

The number of automatic teller machines (ATMs) is growing steadily. There are currently over 2,500 ATMS available in rural areas. ATMs incur high installation and maintenance costs and therefore are not suitable for small country towns which do not have a high customer usage rate.

EFTPOS

There are currently over 75,000 electronic funds transfer at point of sale (EFTPOS) terminals located in rural Australia. They provide customers with debit card facilities, including cash withdrawal, at shop counters. Mobile EFTPOS terminals are also available and are used by tradespeople and taxi fleets. Sufficient cash flow is required to support EFTPOS terminals.

Telephone Banking

Twenty-four hour access to banking and financial services is available through telephone banking. It has significant benefits for primary producers, in particular if they reside in rural and remote areas. Accessibility is contingent upon the availability of adequate telephone services. It has proved a popular solution in many rural, regional and remote areas.

Bpay

BPAy provides a telephone-directed payment facility which allows the payment of bills through the transfer of account funds and provides a substitute for making payments by cheque or using over-the-counter facilities.

On-line banking

On-line or internet banking provides twenty-four access to banking and financial services. Accessibility relies on the availability of computers and adequate telecommunications infrastructure. 

Smart cards

Smart cards act as a cash substitute allowing for the storage and transfer of value. Their most common application in Australia is in making public telephone calls. However, they also have potential to deliver Government social security payments.

Instores

Westpac Banking Corporation is collaborating with local councils in the establishment of “instores” which are an alternative way of providing face-to-face banking services. Instores offer:

· An over the counter service for cash and cheque transactions, loan and credit card repayments and cash advances; and 

· A dedicated telephone banking services for check balances, funds transfers, bill and credit card payments, opening of certain accounts and ordering statements, cheque books and deposit books.

giroPost

In a pilot joint venture between Australia Post and the Commonwealth Bank, which commenced in May 2000, business-banking services have been provided through the giroPost facility using Post’s regional retail network. 

· Australia Post’s giroPost network offers personal banking services, which includes opening accounts, withdrawals and balance checks, from 41 financial institutions through its approximately 2,700 postal outlets in its electronic network.

· 
Financial transactions are increasingly becoming a mainstay of the business of post offices. Thirty one million banking transactions were conducted through post offices nationally last year. There are now 4500 Australia Post outlets, compared with 1537 ten years ago. Of these, 2900 offer electronic banking facilities linked to 77 financial institutions. Australia Post also collects payments from 450 organisations and over the internet, compared with 390 organisations in 2000.

Bendigo Community Bank

The Community Bank concept is similar to a franchise operation. A local entity forms a public company limited by shares to represent the local community, which raises investment funds locally and purchases from Bendigo Bank the right to run a banking branch. 

· This approach provides customised branch banking in communities where demand exists and there is a viable economy.

Elders Rural Bank

Elders Rural Bank was launched on 1 July 2000. It is the first to be granted a licence since a 1997 Federal Government inquiry into Australia’s financial system opened the way for increased competition in the financial sector. 

· Elders Rural Bank is a joint venture between Futuris Corporation Limited and Bendigo Bank Limited and is targeted at primary producers.

Rural Transaction Centres

In response to changes in the delivery of banking services by the financial services industry, the Government committed $70 million over 5 years to open 500 rural transaction centres (RTCs) in regional Australia. The RTC Programme is a community driven initiative where the establishment, placement, timing and range of services of RTCs is determined by the communities themselves and not by Government.

· RTCs are expected to provide facilities for basic private and government transaction services such as personal banking, postal services, Medicare, Easyclaim, telephone and facsimile.

· The Federal Government is also working closely with State Governments to ensure that their services can be included in RTCs where possible.

Rural communities are becoming aware of the opportunities available to them under the RTC Program to gain access to basic transaction services.

· A key feature of the RTC Programme is that of flexibility, whereby a community’s needs are identified through a bottom-up approach, in accordance with the specific needs of individual communities.

4.0
CONCLUSIONS

The Submission identifies the following key issues related to banking and financial service delivery in non-urban areas of Australia:

· Limitations in telecommunications infrastructure related to distance and cost impediments;

· Rationalisation within the agriculture, fisheries and forestry industries resulting in changing patterns of labour demand and population migration;

· Increase in the number of service delivery options available to the banking and financial service delivery sector resulting from developments in technology; 

· Changes to service delivery methods in the banking and financial service sector; and 

· Social/cultural biases against change and progress.

AFFA acknowledges the efforts of non-urban communities, banking and financial service providers and Government to manage and resolve issues specific to these stakeholders arising out of the changing nature of banking and financial service delivery, including shortfalls in community expectations of service delivery; adjustment difficulties in moving customers to internet or telephone-banking platforms; reductions in the physical presence of banks in rural communities with implications for customer service and rural employment; customer perceptions of reduced product offerings and banking choice; and disgruntlement at moves towards higher fee-based income.

While alternative banking and financial services cater for most customer needs, there are continuing challenges in some non-urban areas of Australia relating to improving the ability of banking and financial service markets to meet customer and community expectations. There are still problems associated with the withdrawal of cash, and the depositing of cash and cheques in some areas.

AFFA believes the development of appropriate banking and financial service delivery mechanisms through the application of sustainable, contemporary solutions to meet contemporary needs and demands, is fundamental to the long-term well-being of non-urban areas of Australia. AFFA supports the development of solutions which are progressive and market-based, and promote innovation and competition in the financial services sector.
AFFA recognises that critical limitations to the efficient uptake of new methods of service delivery include inadequate levels of infrastructure in some areas of non-urban Australia that affect the supply of technology-based services; attitudinal and cultural prejudices against change and an unwillingness to adopt new ways of conducting banking and financial service transactions.
Unique circumstances of certain areas of Australia may sometimes require transitory solutions which recognise the limitations of current technological capabilities or, in the case of some unviable locations, require acceptance on the part of local communities that their needs would be better addressed through their integration into larger towns or regional centres. Through education and information dissemination about modern technologies, continuous improvements to infrastructure platform capabilities and the use of electronic methods of payment by Government agencies, the Government can continue to facilitate the progress and strategic development of non-urban Australia.

However, there should be recognition given to allowing the natural migration of population to regional hubs and less-remote locations which have better access to services in general. AFFA encourages the fostering of initiative, adaptability and resilience among its rural stakeholders for these are the characteristics which will ensure the viability of non-urban Australia in the long run. 

� APRA regulates the compliance of superannuation funds under the prudential regulation and retirement income provisions of the Superannuation Industry (Supervision) Act 1993, while ASIC has responsibility for the remaining provisions of this Act.


� Excerpt from “Payment Systems in Australia”, Reserve Bank of Australia and the Committee on Payment and Settlement Systems of the central banks of the Group of Ten countries, Basel, June 1999, 2nd revised edition &Excerpt from Council of Financial Regulators Annual Report 2001.





� Sourced from the Australian Bankers’ Association website.


� RaboBank Nederland is a European banking co-operative founded on credit union principles.


� ACCC website – http://www.accc.gov.au/media/mr2000/mr-109-00.htm


� The Farm Management Deposits scheme is a tax-linked income smoothing mechanism provided by the Commonwealth Government.


� Australian Farm Surveys Report 2001


� Australian Farm Surveys Report 2001


� Australian Farm Surveys Report 2001


� Sourced from the ACCC website – http://www.accc.gov.au/media/mr2000/mr-109-00.htm


� This information has been drawn from a range of sources including the Australian Bankers’ Association website, Department of Transport and Regional Services and Bureau of Rural Sciences data and reports in The Australian.
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