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Executive Summary

Analysis of the difficulties faced by rural and remote communities in accessing banking and financial services must recognise that Indigenous people represent a large and increasing proportion of the population of these communities.
Real improvements in Indigenous access to banking and financial services in rural and remote areas can only be made by developing mutually beneficial cooperation between Indigenous communities, the financial services sector and governments.

This submission comprises four parts.

Part one discusses the decline in availability of banking and financial services available in rural and remote regions, and the impact this has on the large and increasing Indigenous population of these regions (issue c of the terms of reference).

Recommendation (1) 

· That any policy designed to address the banking and financial services difficulties of rural and remote populations recognise that Indigenous people represent a large and increasing proportion of these populations and have specific banking and financial services needs, in addition to well-documented financial literacy needs.
Part two discusses a key issue relating to electronic banking, which is often touted as a solution to the removal of bank branches from rural and remote communities (issue b of the terms of reference).  For Indigenous people in these areas, substituting electronic banking for more traditional branch services has major limitations, including the lack of face-to-face service provision.
Recommendation (2) 

· In remote Indigenous communities and areas with comparably low levels of financial literacy and high dependence on welfare, electronic banking may need to be viewed as complementing, rather than substituting for, face-to-face banking services in the medium term.
Where electronic technology is used as a substitute for face-to-face service provision in Indigenous communities, it must be accompanied by detailed financial literacy programs.

Recommendation (3) 

· That the government develop a sustained and coordinated strategy in the delivery of financial literacy education to Indigenous Australians through a partnership of existing financial institutions, relevant Indigenous organisations, government agencies and the philanthropic sector. This strategy could be informed by existing Australian and international best practice.

Part three discusses the Rural Transaction Centre program, the Traditional Credit Union and the Tangentyere Bank Pilot Project as options for making additional banking services available to Indigenous people in rural and regional communities (issue a of the terms of reference).

RTCs have the potential to significantly improve Indigenous access to banking and financial services. In March 2002, of the 290 approved or prospective RTCs, 36 were located in Indigenous communities.
Recommendations (4) and (5)
· Small changes should be considered to the current operations of the RTC Program so that it can better assist Indigenous communities in remote areas. These include active encouragement of smaller Indigenous communities to band together to form regional service areas where an RTC could be located. 

· Given the large number of RTCs that operate in Indigenous communities, the Government should consider appointing a relevant experienced Indigenous person to the RTC Advisory Board.

The Traditional Credit Union (TCU) located in the Northern Territory provides a possible ‘best practice’ model for the delivery of banking and financial services.  The TCU provides a large range of face-to-face banking services with a staff of mainly Aboriginal people.

Recommendation (6)
· The Government should recognise the demand for expanding culturally-informed services and financial-literacy training in remote Indigenous communities, provided by organisations such as the Traditional Credit Union, and that these should be assisted through developing ongoing partnerships with major financial institutions utilising on-lending practices similar to those already being successfully used in the United States.  The Government should support such partnerships through, for example, its community partnership program.

The Tangentyere Bank Pilot Project was established by the Tangentyere Council in Alice Springs to assist selected clients to transfer from cheque to electronic payments.

The Tangenteyere Bank Pilot Project is an example of a successful partnership between an Indigenous community, a financial institution (Westpac), and government as represented by the Aboriginal and Torres Strait Islander Commission, and the Department of Family and Community Services.

Recommendations (7) and (8)

· That the Government recognise that cheque-based welfare payments need to be maintained for some Indigenous people and particularly those people who have eyesight problems or other disabilities.

· That the Government recognise the Tangenteyere Bank Pilot Project as an example of a successful partnership between an Indigenous community, a financial institution (Westpac) and government, and that the Government should support such partnerships through, for example, its community partnership program.
Part four discusses international best practice which may aid in the design of policies to improve the quality of rural and remote banking services in Australia (issue d of the terms of reference). Two such models are the Community Development Financial Institutions (CDFI) Fund which operates in the United States and the Bank of Montreal, which operates in Canada.

Recommendations (9) and (10)

· That the government investigate the scope for a CDFI-type program to be developed in Australia that would facilitate on-lending by major banks to smaller Indigenous-specific lending institutions.

· That a committee or partnership of government departments and financial institutions examine the feasibility of providing in an Australian context some of the services offered to Aboriginal people in Canada. In particular, that steps be taken to develop an on-reserve lending guide, similar to that developed by the Canadian Bankers Association and the Bank of Montreal, and to develop Indigenous-specific investment funds.

Introduction

The rhetoric of economic independence is commonly employed as a laudable objective for Indigenous peoples. However, there is little evidence of systematic attention being applied to ensuring Indigenous Australians can even enjoy equitable levels of access to those essential banking and financial services that are taken for granted by other Australians.

Reconciliation Australia Strategic Plan 2001–2003

Citizenship within an increasingly globalised economy requires, amongst other things, access to banking and financial services. Increasingly, individuals without access to banking services are at an economic disadvantage. Without the ability to save, individuals are denied a range of economic opportunities and, in particular, the opportunity to breakout of the ‘poverty trap’ (Stegman, 1999).

At a community level, where large numbers of people within a community do not have access to formal banking services, this can create a savings deficit, which in turn means that individuals have little incentive or opportunity to acquire assets. For example, many Indigenous communities are plagued by what is termed a ‘feast and famine’ cycle caused by low personal incomes, patterns of immediate consumption and expenditure, combined with a lack of access to accumulated savings.

These points were recognised in the recent inquiry into regional banking services, conducted by the House of Representatives Standing Committee on Economics, Finance and Public Administration (HRSCEFPA) which stated that access to banking and financial services are as important as access to other basic services, such as electricity and water (HRSCEFPA 1999: 30).
That inquiry, like this one, did not have a specific term of reference to investigate the impact of post-deregulation changes on Indigenous communities. Nevertheless, it recognised that issues relating to the provision of banking and financial services were particularly relevant to remote Indigenous communities.

Reconciliation Australia’s work in this area

The Council for Aboriginal Reconciliation established Reconciliation Australia to provide a continuing national focus for reconciliation after the Council ended its work in December 2000.  The Council was a statutory body established by a unanimous vote of the Commonwealth Parliament in 1991.  Reconciliation Australia is an independent not-for-profit organisation.

The first of three key goals in Reconciliation Australia's Strategic Plan 2001-2003 is to "achieve social and economic equity for Indigenous Australians".  The Plan identifies Indigenous economic self-sufficiency as a major means to achieve this.  However, it points out that, while many people call for economic independence as a laudable aim for Indigenous peoples, there has been little systematic attention to ensure that Indigenous Australians can even enjoy equitable levels of access to banking and financial services, a fundamental basis for economic independence.

 Therefore, Reconciliation Australia committed itself to support the development of policies and programs to improve Indigenous access to banking and financial services.

To further this commitment, Reconciliation Australia, in association with the Aboriginal and Torres Strait Islander Commission (ATSIC), the Department of Family and Community Services, Indigenous Business Australia (IBA) and law firm Gilbert and Tobin, convened a workshop titled Improving banking and financial services for Indigenous Australians.  (See attached Overview, Appendix B).

The workshop was held in Sydney on 8 and 9 May 2002.  It was attended by 100 representatives drawn from the banking and financial services sector, including all major banks and the Australian Bankers’ Association, representatives from peak Indigenous organisations including ATSIC and IBA, and from other key bodies such as land councils, and Indigenous credit unions. There were also representatives from all tiers of government and all major political parties, as well as from academia and the wider business community. The workshop was the first time that key stakeholders have been brought together to debate and progress issues of this nature. 

Papers delivered at the workshop have informed this submission. Other key international and Australian resources have also been used. In addition, the submission is also informed by the work of Reconciliation Australia’s previous General Manger, Neil Westbury, and current Reconciliation Australia Board Member, Joseph Elu, who is also the Chairman of Indigenous Business Australia.

I.
Current trends in the delivery of banking and financial services

In the context of a rapidly changing Australian financial sector, evidence is emerging that the delivery and availability of banking and financial services in rural and remote Australia are undergoing a significant transformation. The introduction of new, predominantly electronically-based, financial technology has been accompanied by:

‘a process of the rationalisation of the traditional bank branch network’, a process for which the ‘impact has been particularly serious in regional and remote communities’ as a result of a ‘loss of banking or like services’ (HRSCEFPA 1999: 7).

The removal of banking services from remote and rural communities has particular implications for the relatively large, and increasing, Indigenous population of these communities.

The implications of the decline in the number of bank branches on the large Indigenous population of rural and remote Australia

Decline in financial services nationally is measured, somewhat crudely, by a decline in bank branch numbers. Statistics obtained from the Reserve Bank of Australia (RBA) for the HRSCEFPA report show that of the almost 7,000 branches in operation in 1990, just over 5,000 remained in operation in 2000 – a 28 per cent decline.  (See tables 1-4, Appendix A.  For a more detailed discussion of this point see McDonnell & Westbury 2001; McDonnell & Westbury 2002.)

Changes in the delivery of financial and banking services to remote and rural regions and their associated impact on Indigenous people resident in those areas have yet to be systematically researched and analysed.

However, Indigenous people make up a disproportionately large share of the population in regional and remote areas, and historically have had low levels of access to services.  Therefore, the above changes in the banking industry have had a disproportionately adverse impact on Indigenous communities. Moreover, given continuing technological and other changes to the banking sector, there is a risk that Indigenous people will become even more marginalised from accessing banking and financial services because of their relatively low levels of financial literacy.

Indigenous people represent an increasing share of the population of rural and remote Australia, a trend which appears set to continue. Taylor writes that:

Projections to 2016 of the Indigenous population in various regions across much of remote Australia indicate a rapidly growing Indigenous population … across the arid zone, the Indigenous population is projected to rise from 37,000 in 2001 to 45,000 in 2016 representing an increase in the regional share of the total population from 20% to 24%. (Taylor 2002: 6)

Analysis of the difficulties faced by rural and remote communities in accessing banking and financial services must recognise that Indigenous people represent a large proportion of the population of these communities.

The current Indigenous lack of access to financial services

Large numbers of Indigenous people lack access to financial services. Taylor (2002) states that approximately 16 per cent of Australia’s Indigenous population, or 56,300 people, live more than 80 kilometres from a bank, and often at even greater distances. Moreover, this statistic can be compared with only 0.6 per cent for the non-Indigenous population. Thus it appears that problems that beset communities without access to banking services impact disproportionately on Indigenous people.  Without pro-active intervention in the provision of banking and financial services, this trend appears likely to continue.

Recommendation (1)

· That any policy designed to address the banking and financial services difficulties of rural and remote populations recognise that Indigenous people represent a large and increasing proportion of these populations and have specific banking and financial services needs, in addition to well-documented financial literacy needs.
II.
New technology as a means to provide banking and financial services to rural and remote communities

Closures of rural and remote financial and banking branches are partly offset by the establishment of alternative financial services such as those delivered by giroPOST, credit unions and community banks, and by the increased availability of self-service methods of banking such as ATMs, EFTPOS, and telephone and internet banking. Each of these alternative financial services is limited in its ability to substitute for branch-based banking services (detailed extensively in McDonnell & Westbury 2001: 15-18).

However, in terms of the Indigenous population a major limitation to the substitution of electronic banking for more traditional branch services is the lack of face-to-face service provision.

The importance of face-to-face services

The importance of face-to-face banking to people in rural and remote communities was mentioned repeatedly in the HRSCEFPA inquiry. Indigenous people, because of comparably low levels of financial and technological literacy, as well as low levels of education and English proficiency, have an even greater reliance on face-to-face services. It is no surprise, then, that one of the major demands of Indigenous people in relation to banking and financial services is that services be provided on a personal, face-to-face, basis.  (See, for example, interviews conducted by Westbury with Indigenous people in the Barwon-Darling region - Westbury 2000: 41; McDonnell 1999a and McDonnell 1999b.) 

Recommendation (2)

· In remote Indigenous communities and areas with comparably low levels of financial literacy and high dependence on welfare, electronic banking may need to be viewed as complementing, rather than substituting for, face-to-face banking services in the medium term.
Financial literacy training

Where electronic technology is used as a substitute for face-to-face service provision in Indigenous communities, it must be accompanied by detailed financial literacy programs. This is particularly an issue given the transition of large numbers of Indigenous welfare recipients from cheque-based to electronic-based welfare payments. Many remote Indigenous welfare recipients are now faced with the task of having to try to utilise the minimal electronic banking technology located in and around their communities, to access their welfare payments (Beal 2002). Such difficulties promote reliance on informal banking providers who often charge high fees for the services they provide. 

Recently the issue of ‘book-up’ has received considerable attention as an example of the pitfalls encountered by Indigenous people in accessing credit through informal providers (see for example McDonnell & Westbury 2002: 7-8; McDonnell & Martin 2002; Renouf 2002; Taylor & Westbury 2000; Westbury 1999). Book-up (or book-down) involves a trader, usually a store manager, offering small amounts of short-term credit in return for some form of collateral. This collateral often takes the form of a store manager holding onto people’s welfare cheques or, in the case of electronic-based welfare payments, people’s key cards and, often, accompanying pin numbers. 

While such relationships are obviously open to exploitation, it must also be recognised that for many Indigenous people book-up is one of few, if any, credit facilities that are available to them. Thus responses to the issue of book-up are not as straightforward as they may initially appear. It may be, for example, that book-up practices that initially appear to be unconscionable, are at the same time benefiting Indigenous people.  (For a more detailed discussion of this point see McDonnell and Martin 2002.)

What remains clear, is that the movement of Indigenous people from cheque-based to electronic-based payments should be accompanied by extensive financial literacy training.

The experience of the United States suggests that, for Indigenous people still relying on cheques, the transition to electronic payments should be accompanied by an extensive cross-cultural financial literacy program, and access to low-fee basic bank accounts.  (For a detailed discussion of this point see McDonnell & Westbury 2002: 13-16.)  In addition, any transition should also be accompanied by a waiver policy that recognises insurmountable problems faced by some groups in society in transferring to electronic payments.

In terms of developing a financial literacy program to aid this transition, work by McDonnell and Westbury (2002) indicates a number of current financial literacy programs operating in Indigenous communities and identifies a number of ‘best practice’ principles that could be helpful in developing national initiatives. One of these programs is the Tangentyere Bank Pilot Project, discussed in greater detail below.
Recommendation (3)

· That the government develop a sustained and coordinated strategy in the delivery of financial literacy education to Indigenous Australians through a partnership of existing financial institutions, relevant Indigenous organisations, government agencies and the philanthropic sector. This strategy could be informed by existing Australian and international best practice.

III.
Options for making banking and financial services available to rural and remote communities

While electronic banking services cannot be viewed as an acceptable substitute for traditional banking services, a number of other options are available for making banking and financial services available to the Indigenous populations of rural and remote communities. This submission details three initiatives designed to provide banking and financial services to Indigenous populations in rural and remote areas:

· the Rural Transaction Centres (RTC) Program:

· the Traditional Credit Union (TCU); and

· the Tangentyere Bank agency.

Financial institutions play an important partnership role in each of these initiatives, indicating that real improvements in Indigenous access to banking and financial services can only be made by developing mutually beneficial cooperation between Indigenous communities, the financial services sector and governments.

Rural Transaction Centres in Indigenous communities

Recognition of the problems caused by a lack of access to credit within rural and remote communities has led to government establishing Rural Transaction Centres (RTC)s.  RTCs have the potential to significantly improve Indigenous access to banking and financial services.

In March 2002, of the 290 approved or prospective RTCs, 36 were located in Indigenous communities (see table 2, Appendix A). The total government outlay, to date, on developing RTCs in Indigenous communities is approximately $2.3 million. Seven Indigenous communities have been granted full-scale RTCs. Most approved RTCs are located in the Northern Territory, with one each in Western Australia (at Halls Creek) and in South Australia (at Pennenshaw). Of the RTCs located in Indigenous communities in the Northern Territory all, except one, have the TCU as their banking services provider.

Progress in getting RTCs successfully established in remote communities has arguably been slow. Another limitation to the efficacy of RTCs in providing services to remote communities was the perception that regional RTCs were not allowed under program guidelines. For many small Indigenous communities, economies of scale dictate that only if they collaborate through joint ventures with other communities will they be able to demonstrate the self-sustainability required by the RTC Program guidelines.  Such collaboration effectively requires a regional RTC to be established.

However, it must, be acknowledged that, in response to these problems, representatives from the RTC Advisory Board confirmed that the program accepts applicants on a regional basis and committed to coordinate with other agencies to improve service delivery. They also committed to hold a conference with the Aboriginal and Torres Strait Islander Commission (ATSIC) to focus on Indigenous communities’ access to the RTC Program.

Nevertheless, despite the fact that Indigenous people form a high percentage of the population in many areas that are eligible for assistance under the program, there is still no Indigenous representation on the RTC Advisory Board. Such representation would increase the possibility of increased accessibility for Indigenous people.
Recommendations (4) and (5) 
· Small changes should be considered to the current operations of the RTC Program so that it can better assist Indigenous communities in remote areas. These include active encouragement of smaller Indigenous communities to band together to form regional service areas where an RTC could be located. 

· Given the large number of RTCs that operate in Indigenous communities, the Government should consider appointing a relevant experienced Indigenous person to the RTC Advisory Board.
The Traditional Credit Union

The Traditional Credit Union (TCU) located in the Northern Territory provides a possible ‘best practice’ model for the delivery of banking and financial services.

The TCU provides a large range of face-to-face banking services. It has a staff of 32, 24 of whom are Aboriginal, including all but one staff member in remote communities (McDonnell & Westbury 2002: 18-20).

In relation to this point, the TCU reports that ‘most transactions are conducted in the local language (it has been estimated our members speak up to 100 languages and dialects)’ (Bradshaw & Damaso: 2002). Further, the TCU is able to run a financially viable branch service in some of the most remote communities in Australia.

At present the TCU has branches in eight remote Indigenous communities (Wadeye, Milingimbi, Maningrida, Galiwin’ku, Gapuwiyak, Gunbalunya, Barunga and Ramingining) and a head office located in Darwin.  (See Bradshaw & Damaso 2002.)   Most members are located in these communities, with current membership at 6,500. 

The TCU provides banking services, manages periodical payments and loans, and provides financial counselling to its members (Westbury 1999: 24–5). In addition to usual banking services, such as provision of savings and cheque accounts, term deposits and transfers, the TCU also offers clan accounts, under which members of a particular clan can save for a cultural activity such as a funeral or ceremony, and Christmas Club accounts (Westbury 1999: 25). The TCU also offers consumer and small business loans of up to $10,000. The rate of interest on these loans is 14.95 per cent variable and loans are normally repayable over a five-year period (Bradshaw & Damaso 2002).

Finally, the TCU has been instrumental in aiding the transition of Indigenous people in the Top End of the Northern Territory from cheque to electronic-based welfare payments. This transition has, it is estimated, saved the government tens of thousands of dollars a year. In addition, Westbury (1999, p. 25) argues that electronic payment of welfare benefits, combined with access to culturally informed face-to-face service provision, enables Indigenous people to ‘streamline’ their expenditure patterns by allowing members a greater capacity to plan financially, thereby overcoming the traditional ‘feast and famine’ cycle that plagues Indigenous communities.

It may be that community-based financial institutions such as the TCU, and not the major banks, are capable of being the only significant financial services providers in remote Indigenous communities. The TCU plays a critical role in delivering on-the-ground essential services and vital financial skills to remote communities. However, it has a limited capital base. Thus there may be scope for larger financial institutions to on-lend to the TCU to enable it to expand its services. This type of on-lending model is already used extensively in the US.  (See CDFI Fund below.)

Recommendation (6)

· The Government should recognise the demand for expanding culturally-informed services and financial-literacy training in remote Indigenous communities, provided by organisations such as the Traditional Credit Union, and that these should be assisted through developing ongoing partnerships with major financial institutions utilising on-lending practices similar to those already being successfully used in the United States.  The Government should support such partnerships through, for example, its community partnership program.

The Tangentyere bank agency

The Tangentyere Bank Pilot Project was established by the Tangentyere Council in Alice Springs to assist selected clients to transfer from cheque to electronic payments. Sponsored by the Department of Family and Community Services (DFACS), Centrelink, ATSIC and Westpac, the Tangentyere banking project provides important lessons in relation to both financial literacy programs and the transition from cheque-based to electronic banking.  It also provides an example of a successful partnership between an Indigenous community, a financial institution (Westpac), and government.

 As at April 2002, the bank agency had approximately 712 clients, of whom 548 had signed on to electronic banking (that is, they receive their welfare payment electronically rather than by cheque). Further, approximately 60 per cent of these electronic banking clients also use keycards. Initial results from the Tangentyere project seem to indicate that people do not have significant problems with losing cards or forgetting PINs, which may indicate that the training conducted by the project has been successful.

As yet, a more detailed evaluation of the project has not been conducted. However, the project has also identified that there are a number of Indigenous welfare recipients who, regardless of the financial literacy training provided, will never be likely to make the transition to electronic payments. In particular, the elderly and people with eyesight problems and other disabilities seem to have insurmountable barriers to accessing electronic technology.

Funding for the Tangentyere Bank Pilot Project was provided on a one-off basis, and ended in May 2002.

Recommendations (7) and (8)

· That the government recognise that cheque-based welfare payments need to be maintained for some Indigenous people and particularly those people who have eyesight problems or other disabilities.

· That the Government recognise the Tangenteyere Bank Pilot Project as an example of a successful partnership between an Indigenous community, a financial institution (Westpac) and government, and that the Government should support such partnerships through, for example, its community partnership program.
IV.
International ‘best practice’

Work by McDonnell and Westbury (2002) discusses a number of international ‘best practice’ models in the delivery of banking and financial services to populations in disadvantaged rural and remote areas. Two such models are the Community Development Financial Institutions (CDFI) Fund which operates in the United States and the Bank of Montreal, which operates in Canada.

The Community Development Financial Institutions (CDFI) Fund 

The CDFI Fund operates as an arm of the US Treasury and was established in 1994 in response to perceptions that a number of minority and low-income groups faced barriers to accessing financial services.

A CDFI is a private, profit or non-profit, financial institution that targets financial services to communities that have traditionally not had access to such services (CDFI Fund, 1999, p. v). Targeted communities are defined either by their low-income or other minority status where this has impacted upon people’s ability to access financial services (CDFI Fund, 1999, p. 11).

CDFIs include community development banks, credit unions, loan funds, venture capital funds and multi-bank community development corporations (CDFI Fund, 1999, p. v). At the end of the 2000 financial year, the fund had certified 415 CDFIs (CDFI Fund, 2001).

Once a financial institution has become certified as a CDFI, it is eligible for funds in conjunction with a number of different programs. Each of these programs is designed to enable financial institutions to better serve targeted low-income or minority communities.

 CDFI lending to Native Americans

As at September 2000, 33 CDFIs provided some level of service to Native American or Native Hawaiian communities. The CDFI Fund made grants of US$27 million to finance these institutions (US Treasury, 2001, p. 12, for examples of CDFI’s operating in Native American communities.  (See McDonnell & Westbury 2002.)

One of the more interesting aspects of the CDFI Fund from an Australian perspective appears to be the development of an incentive structure in which large financial institutions are rewarded for on-lending to smaller, more specialised financial institutions. In the US a number of successful intermediary finance programs are operating.  For example, the Hopi Credit Association is a tribal credit union that provides a bridge between banks and tribal borrowers by obtaining funds from banks and handling all loan selection and servicing matters. They thus provide a point of entry for banks into the tribal community, by a credit union that understands tribal banking needs (US Treasury, 2001, p. 12).

There are several reasons why an intermediary model may be advantageous in an Australian context. First, it may be that Indigenous-specific lending institutions, such as the Traditional Credit Union, are better situated to meet some of the barriers faced in lending finances to remote Indigenous communities. This could serve as an alternative model to banks providing financial services directly to remote Indigenous communities, with banks providing on-lending financial support to specialist agencies who can, in turn, lend directly to Indigenous communities.

Recommendation (9)

· That the government investigate the scope for developing a CDFI-type program in Australia that would facilitate on-lending by major banks to smaller Indigenous-specific lending institutions.

The Bank of Montreal 

The Bank of Montreal is one of several banks in Canada that have a specific portfolio designed to target Aboriginal banking needs. The Canadian experience involves major banks, such as the Bank of Montreal, delivering a myriad of services, including face-to-face branch services delivered by mainly Aboriginal staff, to Aboriginal populations in rural and remote regions.  In addition, the Bank of Montreal has developed an innovative lending strategy to overcome collateral problems faced by lending to home owners on Aboriginal trust land.  (For more details see McDonnell 2002; McDonnell and Westbury 2002; Jamieson 2002.)

Given the range of services offered, the Bank of Montreal experience demonstrates the opportunities available for banking and financial service delivery even in remote areas.

Since 1992 the Bank of Montreal has opened 12 branches and 4 agencies in remote Aboriginal Reserves across Canada (Bank of Montreal, 2002). In 1992 the value of the bank’s commercial loan business with Aboriginal communities amounted to only $10 million. As at October 2001 the same commercial loan business has grown to $1 billion, with the bank holding a further $1 billion in trust for First Nations communities (Bank of Montreal, 2002).

Specific services offered by the Bank of Montreal to First Nations communities include (Bank of Montreal, 2002):

· the provision of on-reserve housing loans without a ministerial guarantee or the involvement of Canada Mortgage and Housing Corporation;

· investment funds which specifically deal with Aboriginal clients and, in particular, trusts made up of money awarded as compensation for the acquisition of land;

· banking services provided to First Nations organisations, including automatic payroll deductions, revolving lines of credit, and long-term infrastructure financing;

· an extensive Aboriginal employment policy;

· financial literacy training, with budget-planning and banking-services seminars conducted by the bank within Aboriginal communities, with particular attention  to generating understanding among the elders and youth about banking procedures and services; and

· active participation of branch management in community events, and workplace recognition and observance of special occasions such as weddings, funerals and National Aboriginal Day.

Recommendation (10)

· That a committee or partnership of government departments and financial institutions examine the feasibility of providing in an Australian context some of the services offered to Aboriginal people in Canada. In particular, that steps be taken to develop an on-reserve lending guide, similar to that developed by the Canadian Bankers Association and the Bank of Montreal, and to develop Indigenous-specific investment funds.

Where to from here?

This submission has presented ten recommendations and supporting material designed to aid in the provision of banking and financial services to Indigenous communities, and particularly those located in rural and remote Australia.

In addition to the role that governments, financial institutions and Indigenous organisations have to play in improving Indigenous access to banking and financial services, Reconciliation Australia also recognises that it too has a role. To this end, it has identified a number of areas for future work. These are:

· networking key stakeholders and drawing together currently disparate research initiatives that focus on the same area;

· forming a wider reference group of stakeholders to address the key areas identified in relation to improving access to banking and financial services for Indigenous Australians;

· conducting research projects in line with the key areas identified;

· monitoring the commitments made by various organisations in relation to improving access to banking and financial services for Indigenous Australians; and

· organising a follow-up conference or workshop to assess the success of implementing the commitments of various parties.

Reconciliation Australia will work with other stakeholders to address these key areas of ongoing work, depending on the resources available.

Appendix A:

Tables 1-4

Table 1: Number and location of bank branches and agencies, 
1990–2000(a)
	
	Branches – 

metropolitan (b)
	Branches – 

elsewhere
	Agencies – 

metropolitan
	Agencies – 

elsewhere

	1990
	4,028
	2,893
	3,506
	4,206

	1991
	4,049
	2,868
	3,126
	4,174

	1992
	4,032
	2,888
	2,736
	3,846

	1993
	4,118
	2,946
	2,563
	3,725

	1994
	4,075
	2,672
	3,136
	2,590

	1995
	3,990
	2,665
	3,302
	2,595

	1996
	3,879
	2,629
	3,599
	3,351

	1997
	3,499
	2,662
	3,652
	3,367

	1998
	3,190
	2,425
	3,232
	3,135

	1999
	3,047
	2,311
	2,036
	2,686

	2000
	2,838
	2,165
	2,091
	2,952


 (a) All figures as at 30 June.

(b) Metropolitan branches are defined as those in capital cities and surrounding suburbs.

Source: APRA, 2002.

Table 2: Bank branches, metropolitan and elsewhere, by state(a)
	
	NSW
	VIC
	QLD
	SA
	WA

	
	1993
	2000
	1993
	2000
	1993
	2000
	1993
	2000
	1993
	2000

	Metropolitan
	1,397
	979
	1,294
	759
	542
	416
	338
	229
	402
	303

	Elsewhere
	1,042
	731
	689
	458
	576
	537
	239
	197
	242
	157

	Total
	2,439
	1,710
	1,983
	1,217
	1,118
	953
	577
	426
	644
	460

	% change:

metropolitan(b)
	–30
	–41
	–23
	–32
	–24

	% change:

elsewhere
	–30


	–34
	–7
	–7
	–35

	% change: total
	–30
	–39


	–15


	–26


	–29




	TAS
	NT
	ACT

	1993


	2000
	1993


	2000
	1993


	2000

	60
	101
	19
	23
	106
	78

	102


	21
	15
	17
	1
	4



	162
	122
	24
	40
	107
	82

	+68
	+135
	–27

	–80
	+113
	+400

	–25


	+66
	–23


(a) All figures as at 30 June of the year in question.

(b) Metropolitan branches are defined as those in capital cities and surrounding suburbs.

Source: RBA Bulletins.
Table 3: Number of major bank branches in Australia

	Branches
	ANZ
	CBA
	NAB
	WBC
	Total major banks
	Total all banks

	1990
	1092
	936
	1286
	1301
	4615
	6575

	2000
	800
	1076
	1053
	704
	3633
	5003

	Net change (number)
	–292
	+140
	–233
	–597
	–982
	–1572

	Net change (%)
	26
	15
	18
	46
	21
	24


(a) All figures as at 30 June.

Source: RBA Bulletins.

Table 4: Number of major bank agencies in Australia(a)
	Agencies
	ANZ
	CBA
	NAB
	WBC
	Total major banks
	Total all banks

	1990
	625
	5121
	159
	318
	6223
	8072

	2000
	77
	3935
	93
	150
	4255
	5043

	Net change (number)
	–548
	–1186
	–66
	–168
	–1968
	–3029

	Net change (%)
	88
	23
	42
	53
	32
	38


(a) All figures as at 30 June.

Source: RBA Bulletins.
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