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1 Financial Exclusion – an overview 

1.1 Introduction 

Financial exclusion has grown in importance as the levels of financial 
inclusion have increased.  Today over 90% of the population have access to a 
bank account, but this headline figure hides the many facets of financial 
exclusion.  Lone parents, the unemployed, the elderly, and ethnic minorities 
are the most likely to be excluded.  Many of those with accounts are unable to 
use them effectively, partially due to low levels of financial capability.  Yet 
simultaneously usage of mainstream financial service providers has become 
more significant due to increasing reliance on individual pension and welfare 
provision.   
 
What is financial exclusion? 
The Financial Services Authority (FSA) define financial exclusion as:  
 

• exclusion by risk assessment and product design   
• exclusion through the cost of service relative to income  
• exclusion by ignorance (people external to the audience targeted by 

marketing promotions) 
• self-exclusion by people who believe they will be refused financial 

services, or may not wish to engage with financial institutions 
(Kempson et al. 2000) 

 
Policy Context 
The Social Exclusion Unit through the Policy Action Team (PAT) reports 
provided the framework for government intervention to address financial 
exclusion.    
 
PAT 14 examined access to personal finance and found a direct link between 
financial exclusion and deprivation.  The policy approach to these problems 
was summarised by the then Treasury Minister, Melanie Johnson: 
 
‘The way forward lies in developing new and alternative means to deliver and 
provide access to financial services as well as ensuring that existing services 
can reach the whole community.’  (H.M. Treasury 1999:Forward) 
 
This has resulted in: 
 

1. The creation and supply of basic bank accounts.  These are ‘no frills’ 
accounts offered by all the banks open to everybody.  Basic bank 
accounts are widely available, although there are still difficulties 
regarding appropriate procedures for identification and verification of 
applicants and their promotion by individual bank branches remains 
imperfect.   

2. An enhanced legislative environment for credit unions has been 
established, accompanied by tighter regulations to ensure greater 
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protection for investors.  Credit unions have responded by improving 
the quality of the service they deliver. 

 
3. A Post Office Card Account (POCA) has been created for those who 

are unable or unwilling to access a basic bank account.  This enables 
cash withdrawals at post offices.  Currently however, it does not permit 
direct debit payments or accept housing benefit receipts. Recently the 
Post Office has begun offering loans but these are targeted at the 
general population rather than the financially excluded.   

 
4. The concept of a Savings Gateway has been piloted.  This offers 

those on low-income employment (those in Family Tax Credit or 
Disability Living Allowance) £1 from the state for every £1 they invest, 
up to a maximum of £25 per month.  The Savings Gateway proved 
‘successful’ with a 25% take-up among the eligible group1.  The 
Treasury are now considering how to expand the scheme from 2005 
onwards.  

 
Alongside the Savings Gateway pilots were Community Finance Learning 
Initiatives (CFLIs).  These projects sought to maximise interest and 
participation in basic financial literacy among housing association tenants.  
These have had a mixed performance and the review is on-going.   
 
More recently in July 2004 the Comprehensive Spending Review announced 
the establishment of a Financial Inclusion Taskforce and a Financial Inclusion 
Fund (H.M.Treasury 2004).  Though fuller details are not available until later 
in the year the Treasury did declare that ‘the supply of free face-to-face 
money advice falls far short of demand’, and that it ‘wishes to see a significant 
increase in capacity over the Spending Review period. The Government will 
invite proposals to expand the provision of advice from potential providers and 
will also pilot different models of debt outreach.’ (Section 5.27).  In addition 
‘further work will also be taken forward with the private, voluntary and 
community sectors to develop models to make more affordable loans 
available.’ (Section 5.24).   
 
The following week Gerry Sutcliffe and Chris Pond presented the DTI’s report 
on overindebtedness (Tackling Overindebtedness – Action Plan 2004).  This 
stated that the government had three broad categories of focus:  
 
• Preventing consumers getting into difficulties, which includes developing a 
national strategy for financial capability, and increasing the availability of 
affordable credit for those on low incomes, through increased activity in the 
credit union sector, reviewing the role of the Social Fund and the development 
of alternative models of affordable credit provision; 
 
• Ensuring consumers can be confident in fair products; 
• Widening access to the right debt advice.  This connected to a DCA 
consultation on providing non-court options for those with multiple debts.  
 
                                                 
1 Kempson et al (2003) 
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It is increasingly apparent that addressing financial exclusion will require a 
holistic approach involving awareness, education, advice on money 
management, debt counselling, savings and affordable credit.   
 
The Role of Building Societies  
Building societies have long taken the challenges of financial exclusion very 
seriously.  Historically most societies began in response to their members 
being excluded from affordable housing finance and societies have been a 
safe home for the savings of millions of low and moderately paid households 
for over 200 years.  In facing up to contemporary financial exclusion building 
societies have preserved branches in isolated and deprived communities, 
while other societies have engaged in numerous financial inclusion initiatives.  
To improve the exchange of knowledge and to secure greater awareness of 
current activity The Building Societies Association (BSA) commissioned the 
University of Salford to research the role of building societies in tackling 
financial exclusion.  The research consisted of a survey (see Appendix A) 
circulated to all building societies, to which 54 responses were received.  
Supplementing this was more detailed information provided by societies, 
which form the basis of the case studies.  
 
In theory, as mutuals, building societies should be closer to the needs of the 
consumer, but is this reflected in practice?  Although most building societies 
do not offer basic bank accounts, is there something inherently attractive 
about their core offering?  Also what other interventions and actions are 
building societies engaged in which will help improve financial inclusion?  
These broad themes are explored and discussed in the remainder of this 
report based on evidence drawn from a survey of societies in 2003.   
 
The author would like to thank the building societies who participated, and all 
the staff at the BSA for their assistance and perseverance in the production of 
this work, especially Adrian Coles and Brian Morris. 
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2 Account Structure  
 
Meeting the needs of the financially excluded has been a historical role of the 
building societies, which were formed in response to housing finance 
exclusion during the 18th and 19th centuries.  Today with the enormous 
expansion in financial services the needs of the excluded minority are equally 
stark.  The majority of building societies began by seeking to provide products 
that the then financially excluded communities, and individuals sought.  
Research indicates that the priorities today are for the delivery of financial 
services by reliable and trusted intermediaries; and that products should be 
simple, transparent, flexible, and relevant (Kempson and Whyley, 1999).  
 
2.1.1 Instant Access Accounts 

Kemspon et al (2000) and H.M. Treasury (1999) have argued that one of the 
basic requirements of the financially excluded is the need to have an instant 
access account.  All the building societies operate such a service and this 
section explores the various ways these are delivered. 
 
As table 2-1 shows almost half of societies will open accounts with a minimum 
deposit of £1, while two-thirds will do this for £10.  These accounts are likely 
to appeal to those on lower incomes. However, 12 societies require deposits 
in excess of £100 and it is unlikely these latter accounts will appeal to the 
financially excluded.  
 
Table 2-1: Minimum Opening Deposit for Building Society Accounts 

24 45.3
1 1.9

10 18.9
4 7.5
2 3.8
6 11.3
2 3.8
4 7.5

53 100.0

1.00
5.00
10.00
25.00
50.00
100.00
250.00
500.00
Total

 £
Frequency Percent

 
 
 
On closer analysis it was the largest societies that were least likely to open 
accounts with less than £10 (56%).  They were also more likely to require 
more than £100 to open an account (33%).  In contrast the larger regional 
societies (ranked 11-30 in size) were most likely to allow accounts to open for 
less than £10 (80%).  They were also most likely to open an account with a £1 
deposit (70%) and least likely to require a minimum deposit of £100 or more 
(15%).  The practices of the locally-based societies were closer to those of the 
national societies, with 61% accepting £10 or less and 22% demanding more 
than £100.   
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Within deprived communities there is a preference for financial services that 
are ‘visible’ and simple to operate (Kempson & Whyley 1999, Collard et al 
2001).  This requirement partially explains the success of Provident Financial 
(‘the Provvie’), and other doorstop credit and insurance providers (Rowlingson 
1994).  There are two elements to this successful service: doorstep 
convenience and passbooks.  Building societies continue to provide 
passbooks for the vast majority of clients, as the figures in Table 2-2 
demonstrate. 
 
Table 2-2: Means of Operating Building Society Accounts 

44 81.5
1 1.9
7 13.0
2 3.7

54 100.0

Passbook only
Card only
Both card and passbook
Other
Total

Valid
Frequency Percent

 
 
Across all sizes of society, clients can select to have a passbook and only one 
society does not offer any sort of passbook account.  The importance of 
passbook based services are that although they may not offer money 
transmission services, they do provide a universal service for members 
regardless of social status.  This is in contrast to the basic bank accounts 
which were originally designed for the financially excluded only.   
 
Though the development of basic bank accounts is to be welcomed it still fails 
to address the core needs of the financially excluded: the fear of becoming 
overdrawn and the ‘lack of transparency when used for money transactions’ 
(Kempson & Whyley 1999:42).  Although most do not permit agreed 
overdrafts, neither do they prevent clients from going inadvertently overdrawn; 
while statements sent out monthly overlook the weekly nature of most 
financially excluded households’ budgeting.  Passbooks fulfil both these 
requirements.  Customers who want to keep track of their transactions in a 
single, easy-to-understand document, value passbook accounts.  The 
continued supply of passbooks, despite the cost advantage of cards, reflects 
building societies’ continued commitment to customer demands.   
 
For households on low incomes, without a bank account, most transactions 
are cash based. Consequently an important feature of any service for the 
financially excluded is the necessity to accept cash.  Table 2-3 shows that 
almost all building societies, including the 30 largest in the sample, will accept 
cash deposits and withdrawals.   

Table 2-3: Whether Building Society Accounts Accept Cash Transactions 

52 96.3
2 3.7

54 100.0

Yes
No
Total

Valid
Frequency Percent
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Another advantage of building society accounts over basic bank accounts is 
the paying of interest on savings.  Although basic bank accounts were not 
intended as savings accounts, building society accounts offer the opportunity 
to encourage thrift and receive a modest return on any savings.  Any long-
term solution to address financial exclusion will need to promote a savings 
culture.  Table 2-4 shows that 33 of the respondents confirmed that interest 
on the simplest accounts was available. 
 
Table 2-4: Interest Rate on Savings Accounts by Size of Building Society 

 Top Ten (No.) Ranked 11-20 
(No.) 

Ranked below 
30 (No.) 

Total (No.) 

Up to 0.5% 5 6 10 21 
0.51-1% 0 4 3 7 
1.01-2% 1 1 1 3 
Above 2% 1 1 0 2 
 
 
The lowest interest rate offered was 0.02% and the highest was 4.25%.  The 
mean average rate was 0.75%, while the median was 0.5%.  Although these 
rates are modest, it should be noted that the survey was conducted during the 
period when interest rates were at the lowest levels for 40 years2.  These 
rates are also available to all account holders and are not connected to 
electronic and telephone based provision.   
 
In addition to bearing interest the passbooks accounts also permit small cash 
transactions, with 40% accepting transactions of less than a pound (Table 2-
5).   
 
Table 2-5: Smallest Transaction Payment Permitted into Branch Based Building Society 
Accounts by Size of Society 

5 9 7 21
23.8% 42.9% 33.3% 100.0%

55.6% 47.4% 29.2% 40.4%

4 9 17 30
13.3% 30.0% 56.7% 100.0%

44.4% 47.4% 70.8% 57.7%

0 1 0 1
.0% 100.0% .0% 100.0%

.0% 5.3% .0% 1.9%

9 19 24 52
17.3% 36.5% 46.2% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society

.01

1.00

10.00

smallest transaction
accepted at
branches for
passbook accounts
(£)

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
                                                 
2 The survey was conducted during the summer of 2003 when the Bank of England base rate 
was 3.75% (6 February 2003 to 9 July 2004) & 3.5% (10 July to 6 November 2003) 
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Of the largest building societies all had accounts which would accept deposits 
in cash of  £1 or less; while 41% of all passbook based accounts would 
accept deposits of less than a £1 and 57% would happily receive a £1 cash 
deposit.  Similarly, nearly all building societies were willing to have small 
amounts withdrawn from accounts, with 94% accepting withdrawals of a £1 or 
less (Table 2-6). 
 
Table 2-6: Smallest Withdrawal Permitted from Building Society Account by Size of Society 

4 9 6 19
21.1% 47.4% 31.6% 100.0%

44.4% 47.4% 25.0% 36.5%

4 9 17 30
13.3% 30.0% 56.7% 100.0%

44.4% 47.4% 70.8% 57.7%

0 1 0 1
.0% 100.0% .0% 100.0%

.0% 5.3% .0% 1.9%

1 0 0 1
100.0% .0% .0% 100.0%

11.1% .0% .0% 1.9%

0 0 1 1
.0% .0% 100.0% 100.0%

.0% .0% 4.2% 1.9%

9 19 24 52
17.3% 36.5% 46.2% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society
Count
Percentage
Proportion by size of
society

.01

1.00

10.00

25.00

250.00

Smallest transaction
permitted for
withdrawals from a
passbook account (£)

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
 
Once again these tables demonstrate that a majority of building society 
instant access accounts are accessible and easy to operate. Moreover, 
encouraging a savings culture requires services which enable small regular 
deposits and withdrawals. 
 
A key indicator of financial exclusion is unemployment and claiming benefits: 
 
‘Out of work tenants, claiming Housing Benefit and Income Support, have 
incredibly high levels of financial exclusion – more than a third have no 
products at all and half have very low levels of use.  Low-income tenants not 
in receipt of Income Support, but getting other income-related benefits, fare 
slightly better.’ (Kempson & Whyley 1999:10) 
 
Therefore the survey asked if building society accounts permitted payments of 
state benefits.  As Table 2-7 suggests 94% were capable of receiving 
benefits.  Of these one society stated that cheques may take slightly longer to 
clear because of their non-clearing status; while another society would only 
accept standing order receipts (they did not state whether they would accept 
cheques).  
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Table 2-7: Capacity of Building Society Accounts to Receive State Benefits 

51 94.4
3 5.6

54 100.0

Yes
No
Total

Valid
Frequency Percent

 
 
Societies were not asked whether the accounts could accept direct credit 
benefit payments.  It will soon be insufficient to provide a direct credit service 
only, as means will have to be designed to ensure Housing Benefit is paid into 
and paid out of an individual’s account.  Pilots to test the direct paying of 
Housing Benefit are in progress and as yet there is no evidence that the 
government will curtail the expansion of this service.   
 
The need to provide the option of making payments by direct debit is a 
standard requirement of the Basic Bank Account. Additionally these accounts 
provide a means to withdraw cash, usually with cash card, and the capacity 
for employers to pay wages and government to pay benefits.  They do not 
provide an overdraft limit but some do supply a Solo or Electron card.  
Traditionally most of these services are classified as ‘banking’ and many 
building societies have yet to venture into this market.  Moreover, as 
previously discussed, the passbook based instant access account meets most 
of the core demands of the financially excluded; thus it could be argued that 
societies that offer these accounts are providing an alternative, if not formally 
recognised, basic banking account.  Nevertheless as Table 2-8 details, seven 
societies have provided accounts that do comply with basic banking 
requirements.   
 
Table 2-8: Provision of basic bank account by Size of Society 

4 2 1 7
57.1% 28.6% 14.3% 100.0%
44.4% 10.0% 4.0% 13.0%

5 18 24 47
10.6% 38.3% 51.1% 100.0%
55.6% 90.0% 96.0% 87.0%

9 20 25 54
16.7% 37.0% 46.3% 100.0%

100.0% 100.0% 100.0% 100.0%
16.7%

Count
% within basic bank a/c?
% within Size by group
Count
% within basic bank a/c?
% within Size by group
Count
% within basic bank a/c?
% within Size by group

Yes

No

basic bank
a/c?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
Of these, only Nationwide’s basic bank account is mentioned in FSA 
publications, who source their document from information provided by the 
British Bankers Association.  However, our research showed that six other 
building societies do offer basic banking services but have chosen not to label 
them as basic bank accounts.  The other providers are: Yorkshire, Coventry, 
Norwich and Peterborough, Cumberland, Market Harborough, and Leeds and 
Holbeck.  Unlike those accounts offered by the banks all the building society 
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accounts offer interest on savings, with the Coventry Building Society offering 
2.65% (July 2003); the best rate for any basic bank account. 
 
The societies with basic bank accounts were also asked how many they had 
opened up to 1 May 2003.  The details are listed below in Table 2-9: 
 
Table 2-9: Total Number of 'basic bank accounts' Opened by Individual Society 

Name of Society Number of Accounts 
Nationwide 725,546 
Yorkshire 433,322 
Norwich & Peterborough 69,000 
Leeds & Holbeck 10,042 
Cumberland 7,432 
Coventry Not provided 
Market Harborough Not provided 
TOTAL (of those given) 1,245,342 
 
 
Although two societies were unable to provide total numbers, the other five 
had helped 1,245,245 people open a basic bank account, a significant 
proportion of whom may have been unable to open an alternative account and 
could therefore be described as financially excluded.  This success by the 
involved societies, achieved without any support, in the form of informational 
literature by the FSA demonstrates the affinity that some financially excluded 
people have for building societies.  The societies should also be praised for 
their transparency in publicising the number of accounts opened.  This 
practice should be adopted by all financial institutions and not be presented 
purely on a trade association basis.  Only by providing individual details will it 
be possible to capture best practice and identify those financial institutions 
that are tardy in this significant area of government policy. 
 
2.1.2 Regular Savings Accounts 

Apart from an instant access account the financially excluded have also 
expressed a desire for a basic savings account (Kempson & Whyley 1999).  
The research proposed that these accounts could be used as an alternative to 
small insurance policies.  However, Kempson & Whyley (1999) suggested 
that savings accounts were insufficiently marketed to deprived communities, 
and access needed to be linked to a budget account or a small loans service.   
 
While building societies do not provide budget services or small loans, some 
do possess savings accounts that fulfil many of the requirements of the 
financially excluded: 
 
‘A simple product…It should be based on routine payments; limited access to 
money; and avoid penalties of early surrender’ (Kempson & Whyley 1999:43) 
 
Many building societies do provide easy-to-operate regular savings accounts 
with limited access to savings.  As building societies are largely dependent on 
members’ savings for investment capital they have long supported and 
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encouraged regular savings accounts; usually providing higher interest rates 
than offered by instant access accounts.   
 
Table 2-10: Higher Interest on Regular Savings Accounts by Size of Society 

8 10 16 34

23.5% 29.4% 47.1% 100.0%

88.9% 50.0% 69.6% 65.4%
1 10 7 18

5.6% 55.6% 38.9% 100.0%

11.1% 50.0% 30.4% 34.6%
9 20 23 52

17.3% 38.5% 44.2% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% within a/cs higher
Interest
% within Size by group
Count
% within a/cs higher
Interest
% within Size by group
Count
% within a/cs higher
Interest
% within Size by group

Yes

No

Do they offer higher
interest on regualr
savings accounts?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
 
Table 2-10 indicates that two-thirds of building societies offer regular savings 
accounts, with the vast majority of largest and smallest societies extending 
these services and one half of medium sized societies doing so.  Furthermore 
six of the seven that offer Basic Bank Accounts also offer regular savings 
accounts.   
 
Clearly building societies offer regular savings accounts to all members; 
therefore, the minimum level of transaction was an important indicator of 
access to the financially excluded.  Half the sample would accept payments of 
as little as £10 per month, while the highest minimum payment was £50 per 
month (Table 2-11).   
 
Savings levels of £10 per month are likely to be attainable for the majority of 
households and individuals; representing £2.50 per week.  Furthermore while 
most accounts do permit instant access, in some cases, this results in a lower 
rate of interest being paid.  The building societies argue that this usually 
provides sufficient deterrent for most savers.  Whether this statement applies 
to the financially excluded is unknown.   
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Table 2-11: Smallest Monthly Contribution to Regular Savings Account by Size of Society 

0 1 0 1

.0% 100.0% .0% 100.0%

.0% 10.0% .0% 2.9%
4 6 6 16

25.0% 37.5% 37.5% 100.0%

50.0% 60.0% 37.5% 47.1%
3 3 4 10

30.0% 30.0% 40.0% 100.0%

37.5% 30.0% 25.0% 29.4%
1 0 5 6

16.7% .0% 83.3% 100.0%

12.5% .0% 31.3% 17.6%
0 0 1 1

.0% .0% 100.0% 100.0%

.0% .0% 6.3% 2.9%
8 10 16 34

23.5% 29.4% 47.1% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% within small reg.
contrib
% within Size by group
Count
% within small reg.
contrib
% within Size by group
Count
% within small reg.
contrib
% within Size by group
Count
% within small reg.
contrib
% within Size by group
Count
% within small reg.
contrib
% within Size by group
Count
% within small reg.
contrib
% within Size by group

£1

£10

£20

£25

£50

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
Generally the interest rates offered on these accounts are competitive and 
were likely to prove attractive to many savers.  From Table 2-12 it is apparent 
that the mean average interest rate is 3.64% and the median is 3.75%.  With 
the earnings of approximately 30%3 of financially excluded individuals below 
the tax threshold the gross interest rates quoted would be paid without 
incurring any tax.  This benefit is rarely commented upon, yet it is important 
that all prospective savers are helped maximise their income from interest.   
 
Table 2-12: Regular Savings Accounts Interest Rate by Size of Society 

 Top Ten (no.) Ranked 11-30 
(No.) 

Ranked below 
30 (No.) 

TOTAL (No.) 

1-2% 2 0 0 2 
2.01-3% 1 1 4 6 
3.01-4% 2 5 5 12 
Above 4% 3 4 5 12 
 
Table 2-12 shows that the majority (75%) of those societies with regular 
savings accounts offered interest rates in excess of 3% pa.  When these 
figures are cross-tabulated against the minimum monthly saving, it is apparent 
that a saving of £10 per month results in a mean average interest rate of 
3.49% (median of 3.6%).  This level is only marginally (0.15%) below that of 
the average for the entire sample, regardless of the minimum saved.  These 
figures would suggest that building societies are not systematically and 
extensively discriminating against poorer members, although they are offering 
marginally lower interest rates on savings.   A financially excluded individual 
                                                 
3 Source: Kempson et al (2000).  Based on percentage of those households with incomes below 
£100pw with no financial products 
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saving with a building society would, on average, be only 18 pence pa worse 
off than most wealthier investors for every £120 invested for a 12 month 
period.  
 
Due to the fluctuations in their disposable incomes financially excluded 
individuals are often unable to maintain regular savings (Kempson et al 2000).  
Consequently the survey asked whether regular savings accounts permitted 
‘savings holidays’.  These involve missing a month’s saving without losing the 
benefits of the account.  The results in Table 2-13 show that half the sample 
offer this service, with the larger societies most likely to grant savings 
holidays. 
 
Table 2-13: Whether Building Societies Offer a Savings Holiday by Size of Society 

5 6 6 17
29.4% 35.3% 35.3% 100.0%
62.5% 60.0% 37.5% 50.0%

2 4 8 14
14.3% 28.6% 57.1% 100.0%
25.0% 40.0% 50.0% 41.2%

1 0 2 3
33.3% .0% 66.7% 100.0%
12.5% .0% 12.5% 8.8%

8 10 16 34
23.5% 29.4% 47.1% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% within savings holiday?
% within Size by group
Count
% within savings holiday?
% within Size by group
Count
% within savings holiday?
% within Size by group
Count
% within savings holiday?
% within Size by group

Yes

No

Depends

Do they
offer a
savings
holiday?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
When these results are combined with the minimum regular saving and 
interest rates, the average interest rate for a saving of £10 per month on an 
account that permits a saving holiday was 3.66% (offered by seven societies).  
This is virtually identical to the average rate for the total sample.  Again this 
suggests that building societies are not discriminating against financially 
excluded individuals. 
 
 
2.2 Mortgages 

Historically one of the main roles of building societies has been to provide 
mortgages to citizens unable to immediately purchase their homes (providing 
a safe home for savings/promoting thrift has been the other).  Until 
comparatively recently the banks avoided this area of personal finance.  It 
was only with the liberalisation of credit in the 1980s and a relaxation of the 
money supply by the Bank of England, that the banks moved into the 
mortgage market.  
 
Following the recovery from the early 1990s housing recession the 
government has been increasingly concerned about: the plight of communities 
containing low-demand housing; and the capacity for low and moderate 
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income households to afford a mortgage.  Conventionally these two issues 
had a spatial dimension; the former being connected to the north of England, 
while the latter was associated with the needs of key workers in London and 
the South East.  Although this distinction still has some validity the continued 
buoyancy of the housing market has resulted in greater prominence to 
affordability in many parts of the country. Additionally there has been 
significant public investment in many low demand areas; though problems still 
exist. 
 
The Social Exclusion Unit’s PAT 7 report highlighted the continuing attraction 
of home ownership across all sectors of the population, including the 
financially excluded.  However, many excluded households reside in 
unpopular locations; blighted by boarded-up houses, high crime levels, anti-
social behaviour, poor housing condition, and questionable practices by some 
private sector landlords.  In such circumstances it is understandable that 
people may not wish to purchase a home, but for those wanting to move away 
PAT 7 found that: 
 
‘It appears that some mortgage and insurance companies are shying away 
from low demand areas making it impossible to sell…this has led to owner-
occupiers becoming trapped in their homes by the lack of buyers and by the 
high levels of negative equity or in some instances homes becoming 
abandoned.’ (DETR 1999:48) 
 
There is evidence that building societies are alive to the concerns of those 
living in deprived communities and many adopt a flexible approach to 
potential borrowers.  For example as Table 2-14 demonstrates half of building 
societies offer mortgages for £5000 or less.  There are few properties in 
England that such a small mortgage would be sufficient to purchase the 
house and those that are will almost entirely be located in deprived 
communities.   
 
Table 2-14: Minimum Mortgage Offered by Size of Society 

 Top Ten Ranked 11-30 Ranked below 
30 

TOTAL 

Under £5000 78% 45% 44% 50% 
£5001-10,000 0% 10% 16% 11% 
£10,001-20,000 22% 20% 12% 17% 
£20,001-30,000 0% 25% 28% 22% 
 
The table also shows that larger societies are most likely to offer smaller 
mortgages, thereby making it easier for low-income earners to access these 
services.  Thus in this narrow interpretation it may be that larger societies are 
possibly more accessible to those on lower incomes than other societies. 
 
To confirm the availability of small mortgages the survey asked societies to 
provide details of the communities into which they are currently investing (see 
Table 2-15).   
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Table 2-15: Examples of Low-Demand Areas into which Building Societies Invest 

Country/English Region Low-demand postcodes/areas with 
building society mortgages 

North West Blackburn (BB2), Bolton (BL2), East 
Lancashire (BB9, BB10, BB11), Manchester 
(M18), Oldham (OL12), St. Helens (WA10) 

North East Hartlepool (TS24-25), Newcastle (NE4, NE6, 
NE8-9, NE28-29, NE33)  

Yorkshire & Humberside Barnsley (S70), Bradford (BD4-5, 9-10), 
Doncaster (DN1-2, DN9), Halifax (HX1), Hull 
(HU4-5, 8), Leeds (LS8-11), Rotherham 
(S60), Sheffield 

West Midlands Handsworth (B21), Kings Heath (B14), Stoke 
(ST1-5), Tipton (DY4) 

East Midlands Sutton-in-Ashfield (NG17), Mansfield (NG19) 
Wales Blaena Gwent (NP13), Rhonda Valley 
 
 
Clearly building societies are investing in deprived areas and there was no 
evidence of systematic exclusion or ‘red-lining’.  Some societies conceded 
that they had previously experienced difficulties in some of the 
aforementioned areas; where this occurred societies tended to ‘closely 
scrutinise’ further lending.  This was made easier by the proximity societies 
often had to the communities into which they were investing.  Many of the 
smaller local societies used their local knowledge to make investments in 
areas where other lenders were reluctant to lend.  Over time the banks have 
grown and expanded into national, and for the largest international markets.  
Such a process will almost inevitably dilute the local knowledge which is the 
essential element of local and regional building societies.  The continued links 
of building societies to their communities is an important feature of inclusion 
that has previously been under-represented; particularly with the 
concentration of building societies in the North and Midlands.  Many of the 
societies in responding to the survey emphasised their support for lending in 
neighbouring deprived communities, often they were proud of their 
involvement.   
 
With the rise in house prices it has become increasingly difficult for many low 
or moderately paid individuals to purchase a home.  Consequently building 
societies and other financial bodies have offered more flexible arrangements, 
such as increasing the income multiplier for mortgages or taking 
guarantees/deposits from wealthier kinship members. However, in recent 
months there has been growing concern about a personal finance credit 
explosion led by the property market.  In these circumstances building 
societies need to balance the desire to offer services to new clients, while 
behaving in a prudent manner.  Of the surveyed societies only three offered 
mortgages without a deposit, one of which was only available to certain ‘key 
workers’.  As Table 2-16 shows the vast majority adopted a moderately 
cautious approach, with a handful of societies being far more prudent.  On this 
evidence it is fair to argue that building societies lending practices are, in 
general, appropriate for the current market as they attempt to balance the 
competing needs of consumers and the broader economy.   
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Table 2-16: Minimum Deposit of Mortgages Sought by Size of Society 

0 0 3 3

.0% .0% 100.0% 100.0%

.0% .0% 12.0% 5.6%
9 19 17 45

20.0% 42.2% 37.8% 100.0%

100.0% 95.0% 68.0% 83.3%
0 0 5 5

.0% .0% 100.0% 100.0%

.0% .0% 20.0% 9.3%
0 1 0 1

.0% 100.0% .0% 100.0%

.0% 5.0% .0% 1.9%
9 20 25 54

16.7% 37.0% 46.3% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
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(%)?
% within Size by group
Count
% within min deposit
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(%)?
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Count
% within min deposit
(%)?
% within Size by group
Count
% within min deposit
(%)?
% within Size by group

0%

5%

10%

15%

min
deposit
Required
(%)

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
For many households, especially those on low or irregular incomes, one of the 
most difficult aspects of a mortgage is maintaining the monthly repayments.    
In response to the growing number of people in temporary contracts, lenders 
have developed various flexible mortgages.  However, research into these by 
Smith et al (2002) found that while the demand was growing most were 
targeted at ‘better off borrowers’.  The researchers’ profiling of flexible 
mortgage borrowers found they were: 
 
‘slightly older, have slightly higher incomes, and are more clustered in social 
classes A and B than other new borrowers.’ (Smith et al 2000:24).  
 
One of the main benefits of flexible mortgages is that it allows the borrower to 
repay what they can afford on any given month, along with the capacity to 
remove money from the mortgage account to finance changes in occupation, 
re-training, or periods of reduced income.  All these services would be 
attractive to those on low incomes and the surveyed building societies were 
asked whether they offered flexible mortgage arrangements. 

                                                 
4 Extract from report at 
www.odpm.gov.uk/stellent/groups/odpm_housing./documents/page/odpm_house_603858.hcsp 
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Table 2-17: Offering Flexible Mortgage Products by Size of Society 

3 6 7 16

18.8% 37.5% 43.8% 100.0%

33.3% 30.0% 28.0% 29.6%
4 9 14 27

14.8% 33.3% 51.9% 100.0%

44.4% 45.0% 56.0% 50.0%
2 5 4 11

18.2% 45.5% 36.4% 100.0%
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9 20 25 54
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100.0% 100.0% 100.0% 100.0%
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% within Size by group
Count
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scheds?
% within Size by group
Count
% within flexible repay.
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% within Size by group

Yes

No

Depends

Does society offer
flexible repayment
scheds?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
 
Yet as Table 2-17 confirms only 30% offer such a service, while another 20% 
stated that it depended on an individual’s situation.  What was striking was the 
variation in the approaches adopted by the societies.  Five societies would 
accept underpayments providing over-payments had been made during the 
same calendar year.  13 societies offered what would be recognised as a 
flexible mortgage product.  In contrast seven would consider designing a 
product specifically for an individual client.  Two societies would accept 
underpayments providing the interest on the capital was paid each month, 
while the Yorkshire Building Society would permit weekly instead of monthly 
repayments, and offer repayment holidays.  The breadth of the options 
available highlights the flexibility of societies and their capacity to respond to 
local need.  Moreover, the provision of personalised services is probably a 
function of the relative small size of many building societies, as the high street 
banks, being part of much larger corporations, are unlikely to offer individually 
designed products for all their customers.  This indicates that ordinary users 
of financial services should not discriminate against building societies on the 
basis of size; sometimes the most suitable product may come from the most 
unassuming source.  Certainly for those on moderate incomes a building 
society could be found to offer a mortgage close to their requirements.  
Whether this addresses financial exclusion is unknown, but it does help 
prevent the homogenisation of financial services to the ultimate benefit of the 
consumer.    
 
Table 2-18: Mortgage Application on Benefits 

20 37.0
13 24.1
21 38.9
54 100.0

Yes
No
Depends
Total

Valid
Frequency Percent

 



 22

Another measure of financial inclusion lending is the provision of mortgages to 
those on benefits.  This involves incorporating benefit receipts in calculating 
the total mortgage available to a potential borrower.  As table 2-18 suggests a 
significant minority (37%) do extend this service with another 39% stating that 
it would depend on the specific circumstances of the applicant.  When asked 
to clarify some societies (3 cases) stressed the need for prospective 
borrowers to operate within the standard income multipliers used when 
issuing a mortgage.  Another society limited those on benefits to a maximum 
LTV of 40%.  However, another would accept 80%.  Short–term or 
unexpected dependency on benefits may occur following a family separation, 
and one society would accept applications in these exceptional circumstances 
only from existing members.  Overall the two most common stipulations were 
that the borrower was a current member (10 cases) and/or the benefits should 
be ‘permanent’, such as carer’s allowance, incapacity benefit, rather than 
‘temporary’, income support (13 cases).  When the results were cross-
tabulated against the size of society, smaller building societies were most 
likely to say ‘yes’ (50%) but the larger societies were least likely to 
automatically decline (0%).  From this data, society size does not appear to 
affect the chances of benefits claimants from accessing a mortgage.  Of 
greater influence was the capacity to repay and the nature of the benefit. 
 

Table 2-19: Staff Discretion 

36 66.7
18 33.3
54 100.0

Yes
No
Total

Valid
Frequency Percent

 
 
As the evidence above suggests, building societies’ lending officers would be 
permitted considerable discretion when recommending/approving mortgages.  
This is confirmed when two-thirds (67%) of societies believed that their credit 
checking process allowed for discretion by the staff who meet the applicants 
(Table 2-19).  Some societies insist that they do not engage in credit scoring 
(8 cases), with one stating: ‘We only credit reference, not credit score’.  
Another society placed emphasis on the benefits of their size: ‘We are a small 
society without the standard credit checking system – we are able to take 
personal circumstances into account’, while another stressed their proximity to 
borrowers: ‘As most of our lending is in a compact geographic territory, local 
knowledge of security, employer etc is taken into account’.  Despite this there 
was no evidence that larger societies were any less flexible than other 
societies.  In general flexibility was interpreted as enabling lending officers to 
‘make the case’ for issuing a mortgage or for lending committees to 
reconsider or decline on marginal applicants. 
 
 
2.2.1 Key Workers 

There has been considerable debate about provision of affordable housing for 
so-called ‘key workers’ particularly in London and the South East (Morrison 
2003).  In response the government has urged housing associations, 



 23

developers and local authorities to work together (ODPM 2003).  The gap in 
this analysis is the potential role of the financial services community to offer 
more flexible products.  To identify whether building societies were addressing 
this issue, in advance of any direct government prompting, they were asked 
whether they had developed any innovative schemes to provide mortgages 
and/or housing for ‘public sector workers’.  Only 13% (7 societies) offered any 
such services.  One of the most noteworthy was by the Dunfermline and 
details can be found in Case Study 2-1.  These included a shared ownership 
scheme with a minimum share of 10%; an exclusive mortgage offer for a 
specified local authority’s employees; a special deal with a mortgage broker 
for the medical profession; a key worker scheme for an NHS Trust, police and 
fire service employees and in addition a series of shared ownership schemes.  
A further three societies confirmed that they were considering introducing key 
worker initiatives.  A number of societies also stressed that ‘public sector 
workers’ were considered well paid in some communities, especially outside 
the South East where most building societies operate. 
 
Table 2-20: Key Workers Schemes 

public sector workers?

7 13.5
45 86.5
52 100.0

Yes
No
Total

Valid
Frequency  Percent

 
 
 

Case Study 2-1: Dunfermline Discount Mortgage for Fife Canal Employees 

As at July 2003 the scheme offered a 1.75% discount on the society’s 
standard mortgage rate for 2 years, with no extended tie-ins. In addition the 
borrower receives £400 cashback to help fund legal fees or spend how they 
wish; there are no arrangement fees, loans up to 95% LTV are available, plus 
house insurance and mortgage payment protection is on offer. 

 
Table 2-21: Special Lending Schemes 

11 20.4
43 79.6
54 100.0

Yes
No
Total

Valid
Frequency Percent

 
 
Finally the societies were asked whether they had introduced any special 
lending schemes for those who have not reached their standard credit criteria.  
In total 11 (20%) confirmed they had such schemes.  The most common 
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approach (8 cases) is to offer the prospective client access to an approved 
sub-prime lending product (through a broker, agency arrangement, or a 
subsidiary of the building society). Although these schemes may benefit 
clients societies need to be aware of any drawbacks attached to these type of 
products, such as the interest rates charged and the terms imposed on the 
borrower.   
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3 Building Societies’ Attitudes to the Financially 
Excluded 

 
 
3.1 Information and Assessment 

Research into financial exclusion (Kempson et al 2000) has indicated that 
excluded individuals find it difficult to access mainstream services for a wide 
variety of reasons, such as: inflexible rules on identification operated by 
financial service providers; declining services to those with County Court 
Judgements (CCJs), and undischarged bankrupts; and accessibility of 
services, whether physically or culturally.  In addition banks and building 
societies have faced considerable press criticism about reductions in 
branches (Marshall et al 1999).  Although building societies have tended to 
close fewer branches, previous research (Dayson 2002) indicated that they 
were concerned that with banks having broadly completed large scale 
reductions, any decisions to cut building society branches would receive 
disproportionate adverse publicity.  Evidence of this began to emerge during 
the debate about a closure of a building society branch in Wiltshire (Shaw 
2002).  This section of the report discusses both these issues and assesses 
whether building societies can demonstrate financial inclusion. 
 
Throughout the financial sector there has been criticism about the difficulty in 
opening accounts and this was highlighted in the Social Exclusion Unit’s 
examination of financial exclusion (HM Treasury 1999).  As discussed in the 
previous section the banks have been encouraged to open basic bank 
accounts.  However, even these accounts have proven difficult to access 
partially due to the tightening of FSA regulations regarding money laundering 
following September 11th.  Of particular concern is the insistence on 
identification, such as passports or driving licences, which some individuals 
have never had, or utility bills, which are in the name of another individual 
within the household (Regan & Paxton 2003).  Although financial institutions 
must operate within FSA guidelines they are permitted some flexibility 
providing identification can be assured.  Consequently the building societies 
were asked what alternative forms of identification could be used to open 
accounts.  Responses ranged from a letter from a responsible person, a credit 
union statement (less than 3 months old), payslips, a telephone directory 
check, a directory enquiries check, home visit, letter of introduction from a 
registered social landlord operating in a partnership with the building society, 
letter from an university, satellite TV statements (less than 3 months old) and 
asylum seekers card.  Within this list it should be possible for most people to 
produce sufficient identification to satisfy anti-money laundering regulations.  
Among the most flexible is contained in Case Study 3-1, which details the 
ways in which letters from responsible people can be utilised for identification 
purposes.  However, this process is open to review and retraction as indicated 
in case study 3-2, where accessibility may be re-interpreted to reduce 
available accounts.  Obviously this can cause confusion to applicants and 
engender further bouts of alleged self-exclusion, as people feel financial 
institutions are behaving inconsistently and arbitrarily.  
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Case Study 3-1: Identification Accepted by a Building Society 

A tenancy agreement from a local housing association showing the applicant’s name 
and address. A letter from a householder with whom the applicant is living who is 
named on a current council tax bill. A letter from the matron of a nursing home for the 
elderly. A letter from a hostel manager confirming temporary residence of the 
applicant. A letter or written statement from a person in a position of responsibility, 
who knows the applicant, confirms the permanent residential address, if the applicant 
has one. Persons able to provide confirmation include; solicitor, doctor, minister of 
religion, teacher, hostel manager, social worker, midwife or district nurse who has 
visited the applicant in their home 

 
 

Case Study 3-2: A Specific Society's Identification Process 

While the Society’s identification policy must always be followed, it is recognized 
that certain people may not be able to meet our identification criteria. We are still 
required to confirm the name and address of all applicants, however for use in 
exceptional circumstances the Society has documented its ID Exception Policy; this 
policy is made available to all staff via the Group’s Intranet. We do not currently 
restrict the types of accounts that can be opened using ID from the Exceptions list, 
however this is something that is currently being reviewed with a possible view to 
restricting the type of account to a Basic Bank account 

 
 
All the building societies initially emphasised that they were working with the 
Joint Money Laundering Steering Group (JMLSG) guidance, but that most 
were willing to be as flexible as possible within these regulations.  Following 
heavy fines to some banks for breach of money laundering regulations (Cave 
2003, 2004), societies were keen to demonstrate their commitment to the law, 
but were unsure whether their current arrangements may be acceptable at 
present but deemed unsuitable in future.  If the government wants to 
encourage participation in financial services by those deemed excluded 
consistency of regulation is a pre-requisite, while the FSA need to be 
empowered to balance the sometimes competing needs of crime prevention 
and financial inclusion. 
 
Connected to the question of identity, is the length of residency required in a 
specific location before an individual can open accounts.  
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Table 3-1 : Residency Period (in months) Before Being Permitted to Open a Building Society 
Account 

40 83.3
5 10.4
3 6.3

48 100.0

0
3
6
Total

Valid
Frequency Percent

 
 
 
While longer timeframes may help reduce the prospect of money laundering it 
can have detrimental effect on those in short-term accommodation or those 
moving to a new home.  The former are often the most vulnerable in society 
and consequently the most financially excluded.  Table 3.1 indicates that the 
vast majority of societies (83%) do not place a minimum limit on residency 
and only 3 societies expect at least 6 months.  Only one of the top ten 
societies sought at least 3 months residency before opening of accounts (no 
one wanted more) and of the eight that had residency requirements five were 
from the smallest societies (22%).  This slight differential may be due to 
changing procedures and practices, which often percolate through the sector.  
Based on these figures and the rules on identification it seems that societies 
are predominantly refining the accessibility to the more transient population 
within the financially excluded. 
 
One of the most difficult groups to serve are those that have a previous 
history of non-standard financial management behaviour.  Typically this is 
exemplified by the holding of County Court Judgements and/or bankruptcy.  
Understandably financial institutions have been reluctant to offer further 
services to these clients, but research has suggested (Kempson et al 2000, 
Dayson et al 1999) that this has included non-credit issuing facilities.  This in 
turn prevents individuals from opening straightforward bank/building society 
accounts, thereby excluding them from utilising direct debit facilities or having 
benefits paid directly into their accounts.  Therefore, societies were asked 
whether they extend specified services to those with County Court 
Judgements and/or registered bankrupts.  The results are presented in Figure 
3.1, which show that those with County Court Judgements are more likely to 
be prevented from accessing services and are more likely to be classified as 
financially excluded.  All those with County Court Judgements could open an 
individual savings account, yet five societies (11% of those that responded) 
did not extend this service to undischarged registered bankrupts, with no 
statistical difference between different sizes of society.  As savings accounts 
do not permit indebtedness, it would aid inclusion if those societies preventing 
registered bankrupts accessing this account would reconsider their policies.  
Moreover, similar findings were found among the building societies that 
offered basic bank accounts.  With all but one allowing access to those with 
County Court Judgements and only two of the six permitting their usage by 
registered bankrupts.  This approach to registered bankrupts is also evident 
among the banks and is perhaps an area the financial community should re-
examine.  
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Figure 3-1: Provision of Accounts to those with CCJs or Registered Bankrupts 

Although only six societies offered chequebook-based accounts, half of these 
were available to those with County Court Judgements, while one permitted 
their use by registered bankrupts.  Finally societies were asked about access 
to mortgage products and again there was a noticeable divide in treatment 
with 86% of those with County Court Judgements being allowed mortgages, 
compared to only 11% of registered bankrupts.  From this evidence it is 
apparent that there is a hierarchy of financially unacceptable behaviour with 
building societies more forgiving to County Court Judgements recipients than 
registered bankrupts.  This has a number of unintended consequences.  
Usually, registered bankruptcy was more likely to be linked to self-
employment, while County Court Judgements was linked to personal debt.  
Therefore restrictions on registered bankrupts may detrimentally impact on 
the government’s promotion of an enterprise culture.  Simultaneously it 
suggests that non-payment of personal credit is more acceptable than 
involuntary bankruptcy.  The contradictory signals being sent out by the 
attitudes to County Court Judgement holders and registered bankrupts could 
be further complicated by the Enterprise Act 2003, which has the explicit aim 
of encouraging entrepreneurs and seeks to engender a culture where 
bankruptcy is destigmatised by making it easier.  To achieve this financial 
institutions may have to review their attitudes towards registered bankrupts. 
Furthermore, with the relaxation of the bankruptcy rules it is entirely possible 
that prudent advice to those with multiple personal debts should be to declare 
themselves bankrupt.  If this supposition becomes reality there should be a 
concomitant expansion in bankruptcy, posing a new challenge to financial 
institutions. 
 
 
3.1.1 New products 

One of the emerging academic arguments on exclusion has been the 
proposition that exclusion occurs through marketing; in particular the failure to 
promote new products/services to certain types of people or certain locations 
(Leyshon & Thrift 1994, 1995, 1996, Kempson et al. 2000).  This argument is 
controversial because it offers a critique of targeted marketing, which many 
companies, not just financial institutions now practice.  But with the reduction 
in branches, exclusion through the absence of marketing and information 
could be perceived as a subtle reintroduction of ‘red lining’.  To measure the 
extent of this new form of exclusion societies were asked whether all 
members were notified of any new products.  
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Table 3-2: Number of Societies That Informed All Members About New products 

14 25.9 26.4
33 61.1 62.3
6 11.1 11.3

53 98.1 100.0
1 1.9

54 100.0

Yes
No
Depends
Total

Valid

SystemMissing
Total

Frequency Percent Valid Percent

 
 
As Table 3.2 indicates only 26% of societies advised all their members of new 
services, while a further 11% stated that it would depend on the 
circumstances and nature of the product. Additionally some of those that 
answered no argued that all products were advertised in branches, and/or 
annual reports, and account detail updates were sent to all members.  When 
the results were cross-tabulated against the size of society, the differences 
between societies of different sizes were not statistically significant.  From 
these findings though it appears that targeted marketing is used extensively, 
societies should remain aware of the risk of inadvertent exclusion.  It is 
possible that this form of exclusion will receive increased scrutiny, especially if 
those excluded are found to be ignorant of products from which they might 
benefit.  With policymakers seemingly determined to promote the usage of 
financial services, and new products such as the Child Trust Fund about to be 
launched, it is imperative that the financial sector fulfils its obligation to inform 
and educate all potential users of services, while at the same time not sending 
“junk mail” to those who have requested not to receive such mailings.   
 
 
3.2 Cultures, Ethnicity and Disability  
 
The largest single group of the financially excluded are considered self-
excluded usually because of fear or dislike of financial institutions (Kempson 
et al 2000).  Among the reasons for this is an inability to understand the 
language and terminology the banks and building societies employ (Fuller et 
al 2003).  As the excluded have lower educational attainment than included 
sectors of society (Kempson et al 2000), it follows that more effort should be 
placed in explaining products in straightforward English.  It should be 
acknowledged that part of the difficulty with this approach is the level of 
information required on literature to conform to regulations. Ironically, in 
providing full disclosure to clients the financial institution may find itself 
alienating the financially excluded that are frightened and/or deterred by the 
level of detail and necessity of the small print.  It may be that this scenario 
suits some financial institutions, but it is unlikely that it truly benefits the 
customer.  It is hoped that the planned modernisation of the Consumer Credit 
Act will simplify literature; if not an opportunity to improve the inclusiveness of 
financial services will be lost.  
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Table 3-3: Proportion of Societies With All Products Holding Plain English Accreditation 

4 7.4 7.5
44 81.5 83.0
5 9.3 9.4

53 98.1 100.0
1 1.9

54 100.0

Yes
No
Some
Total

Valid

SystemMissing
Total

Frequency Percent Valid Percent

 
 
 
The main products provided by building societies are based on core services 
of savings and loans (this becomes more complex with regards to mortgages, 
a process which may intensify when they become regulated products in 
October 2004) and should be straightforward to explain to members.  
Nevertheless there is a tendency to communicate in ways more readily 
understood by employees not users.  This is exemplified in Table 3.3, which 
shows that only 8% of societies have received some form of plain English 
accreditation on their literature (another 9% had some literature accredited).  
This is often an expensive and sometimes complicated process; it is 
noteworthy that it is the medium and smaller societies that lead the field in this 
area.  It would be beneficial if best practice could be shared in this field and 
the progress of societies monitored.  
 
Beyond improving the quality of the English used, societies need to be aware 
of the divergent ethnic groups in Britain and the requirement to offer literature 
in different languages.  When asked about this the vast majority of societies 
(93%) confirmed that they only provided literature in English.  Four societies 
(Monmouthshire, Principality, Nationwide, and Coventry – on demand) offered 
Welsh and English and only one society (Yorkshire) offered Welsh, Urdu, 
Hindu, Gujarati, Punjabi and Cantonese translations of their mortgage code.  
Obviously, there are considerable costs involved in translating information and 
once completed it needs to be carefully checked to ensure it complies with the 
Consumer Credit Act.  However, the provision of services in different 
languages goes beyond a socially desirable output as it offers an opportunity 
to access new markets.  Most ethnic minority people are in full time 
employment and many have built successful enterprises, or, or are 
professionals, and although many of these are fluent in English, by supplying 
literature in their first language it may alter their perception of the building 
society and hopefully its products.  Perhaps a way forward would be for 
societies to collectively commission a translation service for the universal 
elements of standard terms and conditions, with local supplementary and 
specific arrangements being made by individual societies. 
 
In addition to literature a more personal approach is for employees to be able 
to speak languages other than English.  When asked about the languages 
spoken by staff within branches only 17% were able to provide some 
information, a further 28% said the staff did speak languages but did not 
provide details.  Table 3.4 lists the information supplied by the societies.  
Interestingly those that provided this information were also the most self 
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critical of their gaps in provision, which was invariably connected to a 
shortage of second language speakers in either London or the West 
Midlands.  From this information it is evident that few societies systematically 
record languages spoken by staff and only one society, the Yorkshire (see 
Case Study 3-3), saw it as a diversity issue.   
 

Case Study 3-3 : Yorkshire Building Society's Developing Procedure for Languages Spoken by 
Staff 

‘If we happen to have someone employed in the branch who speaks a particular 
language but no formal provision of this facility (although it is to be looked into as a 
‘diversity’ issue).  We do have a list of languages spoken in the head office (generally 
in our Call Centre of which approximately 18% are from ethnic minority 
backgrounds).  This is published on our internal intranet site so staff can be called 
onto translate documents or interpret (over the phone).’ 
 
 
For some smaller societies operating in areas where the indigenous 
population predominated it may be uneconomical to offer services in other 
languages, but the diverse nature of Britain today should ensure that staff 
reflect the composition of the local community; resulting in more languages 
being spoken in branches. 
 
Table 3-4: Second Languages Spoken by Staff in Building Society Branches 

17 31.5 32.7
22 40.7 42.3
7 13.0 13.5
6 11.1 11.5

52 96.3 100.0
2 3.7

54 100.0

Yes
No
Some
Don't know
Total

Valid

SystemMissing
Total

Frequency Percent Valid Percent

 
 
Issues of diversity were also covered when societies were asked whether they 
provide race and disability awareness training. Table 3-5 shows that 60% did 
offer training in this area, with the larger societies slightly more likely (67%) 
than the smallest societies (57%) to provide this support. Among smaller 
societies two believed that their limited number of staff meant formal training 
was unnecessary. Of those that do supply training, most (14) do it through 
induction sessions, a few undertake annual training events, while 2 are in the 
process of introducing a training/induction timetable. Perhaps the most 
impressive society was Mercantile who incorporated awareness-raising 
activities once a month during their weekly half-hour training sessions.  
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Table 3-5: Proportion of Building Societies Providing Training on Race & Disability Issues 

6 12 13 31

19.4% 38.7% 41.9% 100.0%

66.7% 60.0% 56.5% 59.6%
3 8 10 21

14.3% 38.1% 47.6% 100.0%

33.3% 40.0% 43.5% 40.4%
9 20 23 52

17.3% 38.5% 44.2% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% within staff race and
disab. train?
% within Size by group
Count
% within staff race and
disab. train?
% within Size by group
Count
% within staff race and
disab. train?
% within Size by group

Yes

No

staff race and
disab. train?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
Of those that did respond to the question there seemed to be greater 
concentration on disability rather than racial equality training.  However the 
numbers were too small to be interpreted as a definitive pattern of behaviour. 
Overall some societies have made excellent progress on these issues, but 
more needs to be done at the majority of societies, especially among existing 
staff who may have been recruited prior to any induction training and/or in 
need of updating with current good practice.  Though the extent of activity will 
be dependent on the ethnic diversity within a society’s operating area.   
 
3.2.1 Wheelchair access 
 
Table 3-6: Proportion of Building Society Branches with Wheelchair Access (Summer 2003) 

Percentage of branches per 
society 

Frequency Percentage 

Up to 25% of branches 4 8.3% 
26-50% of branches 4 8.3% 
51-70% of branches 15 31.2% 
71-80% of branches 9 18.8% 
81-99% of branches 5 10.4% 
100% of branches 11 23% 
 
 
One of the more obvious means of exclusion is the absence of physical 
access to branches for wheelchair users.  This was recognised in recent 
disability access legislation, which means that all public buildings (unless they 
have specific exemptions) must provide wheelchair access by the autumn of 
2004.  At the time of the survey societies were more than a year away from 
the deadline but progress was evident with 23% of societies already in 
accordance with the new law (see Table 3.7).  All these societies were outside 
the top 10 and some only had one branch.  Clearly larger societies had a 
greater task to undertake but it was positive that three had over 75% of 
branches converted.  Only 15% (7) of societies had fewer than 50% of 
branches altered, with one larger society having changed just 10% of its 
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branches having the most progress to make.  Accessibility does not just apply 
to branches, but also to ATM machines and of the 8 societies with these 
systems 4 provided 100% access and only 2 had no access at the time of the 
survey. 
 
Table 3-7: Proportion of Building Societies That Specifically Offer Literature/Material for Deaf 
& Blind Members 

 Yes No  Total  
 Frequency Percent Frequency Percent Frequency Percent 
Deaf 
members 

28 53.8% 24 46.2% 52 100% 

Blind 
members 

23 42.6% 30 55.6% 53 100% 

 
 
Physical disability goes beyond the capacity to walk and building societies 
were asked about their provision for the deaf and/or blind.  When asked about 
the supply of literature for these 2 groups (see Table 3.7), 54% of societies 
offered services for deaf members and 43% for the blind.  The table also 
shows that larger societies are far more likely than their smaller brethren to 
support deaf and blind members.  Part of the explanation may be the cost 
involved and the proportionally low anticipated benefit to societies.  The gulf 
between best practice and inaction was probably wider here than any other 
part of the service.  For example four societies could not understand why deaf 
members could not just read existing literature, while other societies offered 
hearing loops and type talking facilities.  Examples of good practice are 
enclosed in case studies 3-4, and it is hoped that all societies look to how they 
can improve their services to deaf and/or blind members. 
 

Case Study 3-4: Serving Deaf and Blind Members 

Hinckley and Rugby: If required literature can be ‘blown up’ to larger sizes and staff 
will take the time to read out literature. Their website is ‘friendly’ to software that 
transforms words into speech.  
 
Nottingham: ‘We can provide literature on audio tape and in Braille or large print’ 
 
Yorkshire: A signer is available for an appointment (and paid for by the society) for 
particular situations (e.g. mortgage interview). A loop system is being installed in 
branches that do not currently have one. For blind members all literature is available 
on request in alternative formats (Braille, large print, on audio tape) and this is 
publicised in our literature. 
 
Coventry: Sign language interpreters available on request throughout the branch 
network.  Hearing loops provided in all branches.  Minicom Type Talk facility in call 
centre, also large print, Braille, and audio available on request. 
 
 
As the case studies demonstrate the most progressive societies in this area 
engage sign language specialists to communicate with members, but the 
initial conversation maybe problematic without some rudimentary and 
effective interface.  Societies were therefore asked what percentage of staff 
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were trained to British Sign Language Level 1.  Only 5 societies (9%) were 
aware of staff with this skill, with the Tipton and Coseley Building Society 
having the highest proportion of staff (5%) trained to at least level 1 British 
Sign Language.  Other societies conceded that they were unaware of 
employees’ ability regarding sign language and the larger societies admitted 
that they do not offer training in this subject.  The relative absence of specific 
services for the deaf was further confirmed when only 9% (5) societies stated 
that they provided signing or induction hearing loop services during the 
AGMs.  Thus those few societies that are offering such services are 
facilitating democratic engagement with the widest possible cross section of 
their membership.  Based on the findings of this survey it is suggested that 
most societies need to overhaul their services to deaf and blind members. 
 
 
3.2.2 Play Areas in Branches 
 
Table 3-8: Proportion of Building Societies with Play Areas in Braches 

Percentage of building society 
branches 

Frequency Percent 

0% 22 44.9% 
25% 11 22.4% 
50% 5 10.3% 
80% 5 10.2% 
100% 6 12.2% 
Total 49 100% 
 
Linked to the issue of self-exclusion is the physical appearance of bank and 
building society branches.  An aspect of this is the practicability of branches 
for people with children.  As the emphasis in the branches of some building 
societies shifts from money transaction centres to negotiation and sales 
based units, it is likely that, whilst they will continue to visit their branches less 
often, on each visit members will spend more time within the branch.  With 
children having short attention spans and parents ever watchful of their 
charges there is potential disincentive for using bank and building society 
branches.  To address this dilemma some financial institutions set aside part 
of the branch as a play area, which enables parents to concentrate on 
financial business and softens the austere and formalised lines of branches.  
Such branches tend to look brighter and often appear more welcoming and 
informal than traditional Victorian banking halls.  Based on this reasoning it is 
probable that branches with play areas contribute to addressing the 
psychological deterrents to accessing mainstream financial services.   
 
Following from this, societies were asked about the proportion of branches 
with play areas.  As Table 3-8 indicates only 12% of societies had play areas 
in all their branches, while 45% made no provision for children.  When size of 
society was taken into account, the smaller societies were most likely to offer 
child play areas (mean average of 33.26%, compared to 12.38% among the 
top ten societies and 19.44% among the medium sized).  On this single 
measure local societies do appear to offer a more intimate service.  However, 
during previous research (Dayson 2002) the author found that the most 
important attraction for some in using a particular building society was the 
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security entrance door.  In the opinion of the parents this ensured their 
children could not leave the branch, which enabled them to relax!  Issues 
about the design of branches will continue to cause debate but it is worth 
considering how layout can play a role in enhancing a society’s image of 
inclusivity and thereby attracting those considered financially excluded. 
 
 
3.3 Branch closures 

Among the most emotive subjects in recent years has been the closure of 
branches.  In response to strategic closure programmes by the banks and 
growing public, political and media interest the BSA commissioned research 
into the comparative closure programmes of banks and building societies 
(Marshall et al 1999).  Despite the research finding that building societies 
close a much smaller proportion of branches, there was continued public 
interest in the process of closure.  To address this issue societies were asked 
what procedures and consultations they undertake when closing a branch 
(see Figure 3-2).   
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Figure 3-2: Procedures & Consultation used by Building Societies when Closing Branches 

 
Of the 13 that made the decision purely on financial grounds, 6 (46%) were 
from medium sized societies and 38% (5) were from small institutions.  From 
this evidence it appears that larger societies are least likely (15% - 2 
societies) to close a branch on financial grounds.  Of those that do close 
branches on financial grounds one stated that despite this appraisal method 
they had not closed a branch in 5 years.  Another society’s procedures could 
be described as ‘financial plus’, with consideration also given to member 
disruption, and adverse member and media reaction, though the society 
readily conceded that this did not qualify as a social and economic impact 
assessment.  Of the 54% of the societies that did conduct social and 
economic impact assessment, the top ten societies were disproportionately 
represented (63%) compared to a third (33%) of medium sized societies.  
Activities included in this type of evaluation covered: alternative local 
provision, by both the society and other suppliers; whether they are the last 
provider in the community; demographics of local community; impact on the 
employees and the community; and long term profitability. 
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Case Study 3-5: Building Societies Branch Retention Assessments 

Hinckley and Rugby: ‘We are very conscious of our role in the community as 
the only local building society in our region.  The board considers the social 
and economic impacts of any branch closures.  At a number of locations we 
are the only financial services provider and this factor figures prominently in 
our decision to retain branches’ 
 
Darlington: Review alternative facilities, assess existing membership 
requirements and check availability of nearest alternative outlets. 
 
Cheshire: Check the levels of unemployment to care for staff after reviewing 
the impact on the local area and consider the alternatives open to members in 
the event of closures.  Members are then contacted and advised of alternative 
methods available to undertake transactions and explain why they need to 
close a branch. 
 
Derbyshire: Process involves assessing branch performance, market 
influence to decision taken, the impact on customers and their decisions and 
the influence of the branch within the local market.  Ultimately ‘if the branch is 
the only financial institution in a locality it will not be closed’. 
 
Staffordshire: In addition to analysing the amount of savings, mortgages and 
investment business done through a branch, they also examine the volume 
and nature of counter transactions, the current state and future prospects of 
the local economy, including the housing market and competitor activities in 
the local area. 
 
 
The case studies (3-5) detail some of the different ways societies make 
assessments about branch retention and from this survey societies were more 
likely to undertake some form of social /community impact or consultation 
(52%) than they were to close a branch on purely financial grounds (24%).  
The remaining 24% is made up of predominantly smaller societies with only 
one branch, and societies who adopted an alternative approach.  Among 
these societies, Leeds and Holbeck, Barnsley, Market Harborough, Stroud 
and Swindon and Monmouthshire, converted (or considered converting) 
branches to agency operations, thereby maintaining a presence in the 
community.  Similarly Newcastle would consider utilising the branch for other 
purposes such as handling call centre diversions or processing central 
administration.  Finally it is worth highlighting that, in addition to Derbyshire 
(see case study above) 4 other societies (Dudley, Market Harborough, 
Newcastle and Cambridge) pledged to maintain some form of presence if they 
were the only institution left in a community.  This commitment is always open 
to review if the local situation or the society’s position demands an alternative 
strategy.  Nevertheless the current commitment to branch retention was very 
explicit and is best represented by Cambridge Building Society: 
 
‘The society’s strategy is not to close branches.  Many of our branches are in 
villages/residential areas where we are the only financial service.  Instead we 
have a programme of branch upgrades ranging from refurbishment, relocation 
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to better premises in the same local area and we plan to open a new branch 
next year (2004).  We have also, recently extended the opening hours of our 7 
days week branch to include one late evening per week and bank holiday 
opening.’ 
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4 Corporate Social Responsibility and Information 
Disclosure 

 
4.1 Information Disclosure 
 
Since the election of the Labour Government there has been some policy 
discussion about the concept of introducing to the UK legislation akin to the 
US Community Reinvestment Act (CRA) (Mayo & Mullineux 1999, Social 
Investment Taskforce 2000).  The CRA legislation forces banks firstly to 
disclose their deposits and investments in deprived communities and 
subsequently encourage/instruct them to make further investment to cover 
any shortfall.  Perhaps unsurprisingly the British banks have been reluctant to 
support such legislation, but some have put considerable effort into 
demonstrating their commitment to excluded areas and their capacity to make 
voluntary disclosure.  To date, three banks: Co-op, Barclays, and Nat West 
RBS, have engaged in some form of disclosure, with Barclays undertaking 
some of the most extensive work (McGeehan et al. 2003). 
 
The pressure to disclose is connected to financial exclusion because it is 
argued by its proponents (Mayo & Mullineux 1999) that this will improve 
financial inclusion by mainstream financial institutions, and where the bank’s 
effort is deemed inadequate – and it is instructed to make further investment - 
will provide a new source of income to fund not-for-profit financial inclusion 
initiatives.  Specifically as in the USA, it will fund Community Development 
Finance Institutions (CDFIs).  If a CRA, in whatever form, were to be 
introduced in the UK it might, conceivably, include the activities of building 
societies and therefore respondents were asked about the current information 
they held about their clients.  According to research (Kempson et al 2000) the 
elderly are more likely than all other groups to have no financial services.  
However, evidence also suggests that those elderly that were financially 
included tend to be wealthier than those included in younger age bands.  
What can be argued is that age is a useful indicator of exclusion providing it is 
used as part of a matrix of variables.  Thus, societies were asked what 
proportion of their members were over 60.  As can be seen in table 4.1, 50% 
of societies collected this data, especially among the larger societies (89%) 
but far fewer smaller societies had this information (23%).  Of those that had 
this information an average 28.48% of members were over 60.  This was 
slightly higher than the mean average among larger societies (26.89%) and 
smaller societies (23%) but lower than that of medium sized societies 
(30.85%).  
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Table 4-1: Proportion of Societies That Collect Data on Number of Members over 60 

8 12 5 25
32.0% 48.0% 20.0% 100.0%
88.9% 63.2% 22.7% 50.0%

1 7 17 25
4.0% 28.0% 68.0% 100.0%

11.1% 36.8% 77.3% 50.0%
9 19 22 50

18.0% 38.0% 44.0% 100.0%
100.0% 100.0% 100.0% 100.0%

Count
% within over 60?
% within Size by group
Count
% within over 60?
% within Size by group
Count
% within over 60?
% within Size by group

Yes

No

over
60?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
Another useful indicator is the proportion of the population with a single 
financial product.  Kempson’s work seems to share a correlation between 
numbers of financial products and the extent of inclusion; thus societies were 
asked whether they collected data on those with a single financial product.  As 
table 4-2 demonstrates 40% of societies collected this information, with larger 
societies, again, in the ascendant.  Of those that provided details of 
percentages an average of 70.43% of building society customers had a single 
financial product (This is open to interpretation as it is frequently the case that 
members will not advise building societies of products held with other financial 
institutions. It may also be the case that the data supplied only gives details of 
single products held with the specified building society).  Larger societies had 
fewer customers (73.66%) with a single financial product than medium-sized 
societies (76.75%). 
 
Table 4-2: Proportion of Building Societies that Collect Data on Number of Members with a 
Single Financial Product 

8 8 4 20

40.0% 40.0% 20.0% 100.0%

88.9% 42.1% 18.2% 40.0%
1 11 18 30

3.3% 36.7% 60.0% 100.0%

11.1% 57.9% 81.8% 60.0%
9 19 22 50

18.0% 38.0% 44.0% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% within single finan
product?
% within Size by group
Count
% within single finan
product?
% within Size by group
Count
% within single finan
product?
% within Size by group

Yes

No

single finan
product?

Total

Top Ten Ranked 11-30
Ranked

below 30

Size by group

Total

 
 
Building societies were also asked about the proportion of members from 
ethnic minorities, registered disabled, in social rented accommodation, lone 
parents, with incomes less than £151 per week and whether the society had 
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previously declined attempts to open accounts due to non-standard 
identification.  Collectively these indicators would provide a useful guide to the 
extent of inclusion operated by societies.  Unfortunately very few societies, 
see Figure 4-1, collected this information and thus it is impossible to draw any 
generic conclusions from the data.  Of the two societies that collected data on 
registered disabled members, both had less than 1% as members, while 10% 
of members were in social rental housing in the society that gathered this 
information.  Among the lone parents and those with incomes below £151 per 
week they comprised 4.7% and 11.5% respectively of the membership at the 
society that supplied these statistics.  Finally, those refused due to non-
standard identity were represented by less than 0.5% of applicants at the 
societies who responded.  
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Figure 4-1: Number of Societies Which Collected Data on Specific Financial Inclusion Indicators 

 
Based on this data across the samples there is little that can be statistically 
stated about the extent of inclusion and whether any society or societies are 
generally more or less inclusive than other financial institutions.  Part of the 
challenge ahead for the sector is not only addressing the absence of any 
inclusion benchmarks or means to assess effectiveness, but also persuading 
some societies, and probably some of their members, that such information is 
required.  From the responses there were two reasons for collecting the data: 
 

1) A range of business reasons; whether for marketing (12 societies), 
customer profiling (8), product development (5), regulator requirements 
(5), to improve communication with members (2) or for risk purposes 
(1).  

 
2) Societies need to demonstrate they are inclusive organisations, 

otherwise there is the risk that regulations and benchmarks will be 
imposed by a third party, who will define the terms of reference, not 
necessarily in the interests of building societies. 
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4.2 Personal Customer Service 
 
There is one area of corporate social responsibility where building societies 
have championed their difference from banks5; that of providing personalised 
services that exceed good customer relations.  Part of this argument has its 
origins in the building society pioneers but it has been used throughout the 
twentieth century to market societies to a wider society.  Its last extensive use 
was during the ‘demutualisation war’ of the 1990s, especially in connection 
with the protection of mutuality and the promotion of differentiation in the 
financial world (Dayson 2002). 
 
If building societies are to maintain this position then it could play a significant 
role in addressing elements of financial exclusion, in particular overcoming 
some of the psychological barriers mentioned earlier.  To assess building 
societies’ ‘unique’ contribution respondents were asked for details of an 
occasion where the personal support given by a branch’s member of staff had 
exceeded the expected level of customer care.  In total 23 societies were 
unable or unwilling (some claimed this information would infringe the privacy 
of member/employee) to supply any details.  Such an approach made it 
difficult to assess the ‘added value’ that building societies provide.  A further 6 
societies did not provide specific examples but as Stafford Railway Building 
Society responded: ‘we regularly receive letters of compliment and staff are 
showered by small gifts (chocolates etc.) which shows that members are very 
appreciative of the service they receive’.  
 
A further 26 societies did provide some examples and these included 
mundane but important assistance, such as getting a little child to the toilet 
whilst her mother paid in a cheque (Beverley), and delivering shopping left in 
a branch to a member’s house outside of trading hours (Chesham).  Another 
eight societies gave examples of home visits to members unable to access 
branches due to illness or disability.  Typical of these was the examples from 
the Portman and Cambridge in Case Study 4-1.  Similarly in branches with 
limited wheelchair access, 3 societies gave examples of staff helping those 
unable to utilise the branch. 
 

Case Study 4-1: Building Societies Helping Elderly or Disabled Members 

PORTMAN 

A customer was taken ill mid-transaction and left the branch hurriedly, leaving behind 
her passbook.  A member of staff later telephoned the customer and subsequently 
went to their home to return the passbook and complete the paperwork relating to the 
curtailed transaction.  The customer wrote to the Society to commend the member of 
staff on going the extra mile and beyond.  
 

                                                 
5 The Nationwide, Yorkshire, Britannia, and Coventry building societies have used marketing 
campaigns emphasising this in recent years.  
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CAMBRIDGE 
 
We have a lady customer who is blind and relies on her mother to help run her 
savings account.  On one occasion when her mother was away, a member of our staff 
went to the customer’s home to help her fill out some forms – saving her the 
inconvenience of travelling alone to the branch. 
 
IPSWICH 
Regular customer at our Halesworth Branch (no wheelchair access) visits office and 
our staff meet with customer outside branch to take instructions, then make 
transactions required and returns passbooks etc to customer. 

 
 
As well as visiting clients Yorkshire Building Society (Case Study 4-2) gave an 
example of helping to open an account for somebody considered financially 
excluded.   
 

Case Study 4-2: Yorkshire Building Society - Helping the Financially Excluded 

We have instances where branch staff will visit disabled customers in their homes to 
help them conduct their savings accounts and many other similar instances (e.g. 
customer cannot walk from car to branch so she beeps her horn and staff then go to 
her and sort out her requirements). Branches and relevant head office departments 
tend not to tell us if they have helped someone who is (say) financially excluded. 
However, we are aware that our Manchester branch “bent over backwards” to open a 
savings account for a person who sold the Big Issue and had no permanent address 
(whilst keeping within the money laundering ID requirements) – allowed him to put 
the branch address on the application so he could collect his correspondence about the 
account from there. 
 
 
Two societies related cases where the society took financial risks to ensure 
clients received an appropriate service (Case Study 4-3).  
 

Case Study 4-3: Building Societies Taking Financial Risks to Help Members 

DUDLEY 
In an area where property values had fallen and borrowers had to move house – 
agreed to sell the property at a loss and accept in good faith a personal covenant to 
repay the shortfall. 
 
MANSFIELD 
Maturity cheque from insurance policy not cleared, customer wrote cheque against 
uncleared funds, no charges made. 
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Another four societies explained how they acted as de facto social services, 
whether helping clients suffering from bereavement or negotiating the 
payment of Family Tax Credit (Case Studies 4-4).   
 

Case Study 4-4: Building Societies Providing Social Care 

SKIPTON 
A Skipton branch helped a man sort out his finances when his wife died 10 days after 
giving birth to their first child.  They now send the child birthday cards and he brings 
her into the branch to show the staff her progress. 
 
SCARBOROUGH 
A customer of Newby branch was experiencing problems obtaining Family Tax 
Credit due to Inland Revenue’s resource shortage when delivering this new service.  
The Manager established contact and expedited the claim enabling the payments to be 
made to the customer’s savings account. The customer was delighted! 
 
 
Finally, three societies described their roles in preventing crimes against 
members: Tipton and Coseley gave support to a senior citizen who was being 
conned by builders; staff at a Coventry branch undertook similar action (Case 
Study 4-5) and the Stonehouse branch staff of the Stroud and Swindon 
helped prevent a fraud against members and the wider public, subsequently 
receiving a letter of thanks from Gloucester Constabulary. 
 

Case Study 4-5: Coventry Building Society Helping with the Fight Against Crime 

An elderly lady customer came into the branch to collect a large cash withdrawal. She 
was served by J, who expressed concern that she was withdrawing the money to pay 
for repairs to her roof.  The following day the customer came into the branch to 
withdraw a cheque.  On this occasion she was served by E who asked her what the 
cheque was for.  She explained that her roof had been damaged and was about to fall 
through and this was the money to pay the builder. 
 
Later that day E approached her manager and explained that she knew this customer 
was being taken advantage of and wanted to help her and asked for some time to 
make some phone calls.  E made a number of calls to Investigations and Sales Support 
[head office departments] and the wheels were put in motion to resolve the situation.  
Investigations contacted the Police and a stop was placed on the cheque.  Over the 
following days E maintained contact with the customer and tried to reassure her that 
everything would be all right. 
 
The Police waited for the builder at the customer’s house and arrested him.  He has 
since been charged.  The Police told the customer he had been involved in a number 
of ‘nasty crimes’ in the past. 
 
 
All these examples demonstrate the important role that building society staff 
play in local communities.  Many of these actions appear small and often go 
un-remarked and unrecorded.  Ironically building societies desire that their 
staff should exceed customer expectation means that they do not usually 
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capture this activity thus depriving themselves of a useful means to promote 
their society and justify their continued existence.  All these small acts have a 
cumulative role and contribute to social cohesion and ultimately broader social 
capital (Putnam 1996).  The survey probably just offers a microcosm of 
additional support activities performed by building society staff and societies 
should be aware of the positive impact this has on their own institution and the 
image of the sector.  It could be argued, that these small acts of kindness 
have contributed to the sense of public goodwill towards building societies, 
which has helped societies when carpetbaggers threatened their existence.  
Therefore it would be a pity, if in a fit of absentmindedness, societies ceased 
articulating their ‘added value’ work to policy and decision makers.  The 
building societies have demonstrated for many years that there is more to 
financial and social inclusion than collecting statistics or offering a specific 
product; they have long understood that accessing financial services is 
intimately related to how people are treated and that this may have no direct 
connection to the actual function of a financial institution.  These are important 
lessons and it is beholden to building societies to articulate them to the 
government.   
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5 Partnerships 
 
5.1 Literacy and Education  

The previous section indicated how informal activity could contribute to 
financial inclusion through addressing psychological concerns.  The validity of 
this was confirmed by an NOP survey on behalf of the FSA (Hunter 2004) 
which showed that 23% of people said that dealing with banks and other 
financial institutions scared them, with younger people (31% of 21-15 year 
olds), the unskilled and semi-skilled manual workers, casual workers and 
state pensioners (33%) most likely to have this feeling.  For the FSA this issue 
is connected to financial capability and encouraging greater financial literacy 
among the public.  In May 2004 the FSA published its proposals for 
developing financial capability, which focused on seven priority areas 
(schools, young adults, work, families, retirement, borrowing and advice).  The 
report argues that much foundation work has been conducted and that £35-40 
million was spent on financial capability work, but it was now necessary to 
enhance the co-ordination of this expenditure to improve overall performance.  
To implement the strategy the FSA have created a Working Group for each 
priority area and their tasks will include: drawing on expertise and building on 
existing good practice, developing base line measures, suggesting pilot work, 
and taking account of the needs of the financially excluded. 
 
Anticipating this growing interest in financial capability building societies were 
asked about their partnerships in this area.  From the responses it is apparent 
that societies remain active and many are involved in projects which could be 
reviewed by the FSA Working Groups as potential good practice for the wider 
financial community.  Respondents were asked a series of questions 
regarding their participation in financial literacy/capability programmes; the 
details of this are in Figure 5-1.  In total respondents were involved in 50 
initiatives, the majority of them in schools.  Schemes included everything 
from: making speeches on financial management; supporting courses or 
teaching elements within courses; sponsoring young enterprise or other 
awards schemes; offering work experience and mentoring to 15 and 16 year 
olds; serving as school governors; running school savings banks; and 
involvement in Right to Read programmes.  
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From the range and depth of activities it is probable that the size and the 
proximity of societies to the community they serve may encourage local 
educational establishments to approach them.  Local societies such as Earl 
Shilton are providing speakers and literature to schools in their area of 
operation, while Monmouthshire have just started work on delivering tutorials 
in economics classes at a school in their region.  Ipswich are involved in a 
money safety element within a crime prevention initiative at Crucial Crew 
which attracts over 1,000, 10 and 11 year olds every year.  Furthermore 
Barnsley are involved in a project with the emergency services that promotes 
healthy living and staying safe, which simultaneously offers schools banking 
and mentoring services.  Another connection with schools is the mentoring of 
students.  Newbury (see Case Study 5-1) undertake this through West 
Berkshire Education and Business partnerships, while Darlington are among 6 
societies who offer work experience to 15 and 16 year olds.  Nor do societies 
only engage in a single project, as can be seen from the Chelsea case study 
(5-2). 
 

Case Study 5-1: Newbury Building Society's Mentoring Scheme 

Through West Berkshire Education and Business Partnership we provide a mentoring 
scheme. We also provide work experience and funding for major school projects. 
 

Case Study 5-2: Financial Literacy Initiatives Involving Chelsea Building Society 

We have supported the Young Enterprise initiative in a number of schools. 
We offer work experience. 
We run a mock interview programme with a local school. 
We ran an Internet design competition with a local school. 
Our website has been used (with our permission) as an example in a Teacher Support 
textbook. 
We are supporting Winchcombe School in their bid for status as a School for Scientific 
Excellence. 
 
All these types of schemes indicate that the societies’ remit goes beyond 
financial capability, but again this indirect work may play a crucial role in 
raising awareness of the financial sector and hopefully reducing fear and 
prejudices. 
 
The only society directly delivering financial capability courses in classrooms 
is the Derbyshire (see Case Study 5-3) – though Cumberland do sponsor the 
County’s annual maths challenge – but other societies have developed 
relationships with professional trade bodies, local colleges and universities.  
For example the Yorkshire are working with the Institute of Fiscal Studies to 
help with the provision of a new qualification aimed at A level students; while 
Newcastle have a partnership with Westgate Community College, Skipton 
work with Craven College (see case study 5-4) and Stroud and Swindon help 
with delivery of sessions on communications with Stroud FE College. 
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Case Study 5-3: Financial Literacy Initiatives Involving Derbyshire Building Society 

Derby changes and YMCA – development of a financial literacy package aimed at young 
adults and disadvantaged groups which can be used by individuals or as a training aid for 
groups. 
Derby University – presentations during foundation week to years 5 and 6 from 6 schools 
aimed at raising awareness of finance and saving. 
Scheme of work available to schools for years 5 and 6 delivering memo driven tasks aimed at 
raising financial awareness and saving. 

 
In addition to this activity societies and the BSA are working with the FSA to 
improve the design and delivery of financial capability material, while Barnsley 
has taken the initiative regarding serving the needs of those approaching 
retirement through the provision of partnerships with local authorities to 
support and advise those saving for their old age. 
 

Case Study 5-4: Financial Literacy Initiatives Involving the Skipton Building Society 

Work with North Yorkshire Business and Education Partnership supporting skill/awareness 
raising events e.g. workshops at regional STEM (Science, Technology, Engineering and 
Maths) fairs. We script and deliver the workshops from a financial services perspective. 
The Craven Forum is a body comprising local secondary school heads, including Craven 
College, together with the Careers Service and Local Education Authority. The Society 
supports various initiatives, however, these are not specifically targeted towards raising the 
level of financial awareness. 
On an ad hoc basis at the request of any or all of the Carven Forum members or North 
Yorkshire Education and Business Partnership. Activities include STEM fairs, teacher 
development, teacher/business mentoring programme, participation in ‘Bridge’ programme 
for 11-16 age group, participation in the Right to Read programme. Also launched a student 
scholarship scheme with Leeds University. 
 

5.1.1 Money and Debt Advice 

Another aspect of the FSA financial capability strategy is the delivery of 
advice and much of the sector’s response is linked to the Money Advice Trust 
(the independent body which works with government and the financial 
services industry to promote the provision of free, independent money 
advice), where the BSA represents the societies.  Furthermore as Table 5-1 
shows 19 societies are working with money advice agencies, often funding 
Citizens Advice Bureaux (CAB) or other local advice agencies.  The extent of 
the relationships varies from liasing with the CAB and other local agencies on 
individual cases, through to Chelsea’s printing and financial support to 
Gloucestershire Money Advice Service and the CAB.  
 
Many societies have professional arms-length relationships with local advice 
agencies, but do support national initiatives.  Coventry, Skipton, Yorkshire, 
Norwich and Peterborough, Saffron Walden, Staffordshire and Chelsea all 
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confirmed that they financially supported the Money Advice Trust and/or the 
National Debtline - the free telephone-based debt advice service.  Additionally 
the Dunfermline contributed to Money Advice Scotland.  Financial support is 
often the preferred means of assistance by money advice agencies, as it 
entitles them to maintain their independence from financial institutions.  This 
understandable division meant that the research was unable to identify any 
innovative relationships between societies and advice agencies, missing an 
opportunity to bring new thinking to the FSA strategic commitment to generic 
advice. 
 
Table 5-1: Proportion of Building Societies in Partnerships with Money & Debt Advice Agencies 

5 8 6 19

26.3% 42.1% 31.6% 100.0%

55.6% 40.0% 25.0% 35.8%
4 12 18 34

11.8% 35.3% 52.9% 100.0%

44.4% 60.0% 75.0% 64.2%
9 20 24 53

17.0% 37.7% 45.3% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% within money
advice agencies?
% within Size by group
Count
% within money
advice agencies?
% within Size by group
Count
% within money
advice agencies?
% within Size by group

Yes

No

money advice
agencies?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
 

5.2 Alternative Financial Institutions and Initiatives  

In recent years much government attention on financial exclusion has focused 
on credit unions and other community finance initiatives (HM Treasury 1999). 
Like building societies, credit unions are savings and loans mutuals and in 
many respects share characteristics and have similar early histories (Dayson 
2002). Instinctively these two types of mutuals should have a close 
relationship; that this has not occurred has been partially due: to differing 
strategic objectives (when credit unions were developing, building societies 
were fighting for their survival); credit unions looking for inspiration outside of 
the UK (from other credit unions as opposed to mutuals in general); and, 
occasionally, personality disputes. This is not to say that there have been 
disagreements; but individuals from both sectors have sometimes talked at 
rather than to each other, leading to promotion of their own type of institution 
through criticism of the other and hence genuine misunderstandings have 
occurred (Dayson 2002). 
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Table 5-2: Proportion of Building Societies in Partnerships with Credit Unions 

2 2 2 6
33.3% 33.3% 33.3% 100.0%
22.2% 10.0% 8.7% 11.5%

7 18 21 46
15.2% 39.1% 45.7% 100.0%
77.8% 90.0% 91.3% 88.5%

9 20 23 52
17.3% 38.5% 44.2% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% within credit unions?
% within Size by group
Count
% within credit unions?
% within Size by group
Count
% within credit unions?
% within Size by group

Yes

No

credit unions?

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total

 
 
Evidence of this curious relationship was identifiable in the survey, with only 6 
societies stating they had any connection with a credit union (see Table 5-2).  The 
nature of the support can be classified in 3 categories: in discussions/had discussions 
with no firm commitment; donating of personal computers and other office 
equipment; and providing advice.  The most notable of the latter was the Staffordshire 
who has held a workshop at the annual credit union conference, while the closest 
relationship was the Derbyshire whose employees were members of the local credit 
union management committee.  Derbyshire’s practice is one that could be duplicated 
across the country.  Credit unions have a fantastic potential but if they are to expand 
they require greater levels of professionalism and enhanced financial management 
skills (Jones 1999).  Building societies’ employees have these tools and by 
encouraging staff to get involved in credit unions it could enable societies to assess 
the managerial potential of their own staff.  They would also be improving financial 
competency of credit unions, which would be beneficial to the government and the 
FSA, as well as the members of the credit unions.  
 
Table 5-3: Proportion of Building Societies in Financial Inclusion with Housing Associations   

1 4 4 9

11.1% 44.4% 44.4% 100.0%

11.1% 20.0% 16.7% 17.0%
8 16 20 44

18.2% 36.4% 45.5% 100.0%

88.9% 80.0% 83.3% 83.0%
9 20 24 53

17.0% 37.7% 45.3% 100.0%

100.0% 100.0% 100.0% 100.0%

Count
% Housing
associations?
% within Size by grou
Count
% Housing
associations?
% within Size by grou
Count
% Housing
associations?
% within Size by grou

Yes

No

Housing Associations

Total

Top Ten Ranked 11-30
Ranked
below 30

Size by group

Total
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Lacking a progressive relationship with credit unions some societies have 
sought to develop new savings and loans products, usually in partnership with 
local housing associations.  The first of these was created by Cambridge 
Building Society in partnership with the Cambridge Housing Society and was 
called New Horizons (see case study 5-5).  Following Cambridge’s lead, 
Darlington, Kent Reliance and Dunfermline have set up similar projects and 
these are reflected in the number of societies involved in partnerships with 
housing associations (Table 5-3).  To date the schemes, especially New 
Horizons, have generated considerable interest within and outside the 
industry (HM Treasury 1999), but more importantly they have enabled a new 
type of saver to access a building society.  
 
The principles of a savings and loan scheme are very simple.  The housing 
association place on deposit with the building society a lump sum which is put 
in a high interest savings account.  Subsequently tenants of the housing 
association can open new accounts and benefit from the from the higher 
interest rate gained by the lump sum (although the new members’ money is in 
a new account, in accounting terms it is treated as being added to the lump 
sum deposit from the housing association).  This arrangement counteracts the 
complaint that less well off savers receive the smallest incentive to save.  The 
account opened is a building society account and usually opened at a branch, 
thereby achieving a secondary objective of breaking down barriers and 
integrating people into mainstream financial services.  Once the client has 
begun to save they are then in a position to borrow.  The amount that can be 
borrowed and the terms vary but usually it is either linked to a fixed multiple of 
savings for larger loans, or instant access for smaller loans (less than £250).  
The loan will be paid into the society and the society is responsible for 
chasing arrears. If a loan defaults the outstanding repayments are retrievable, 
upon agreement, from the original lump sum investment, which acts as a 
guarantee fund.  These types of schemes are a useful supplement to financial 
services in areas with a strong housing association presence or an absence 
of credit unions.  Based on the information available, clients have shown 
greater interest in the savings element of the service.  If this trend continues 
this type of account, with its higher standard interest rate maybe a model to 
increase levels of savings among segments of the population with low 
disposable incomes.  The borrowing element of the product has not been as 
extensively used.  Part of the explanation for this could be that clients are not 
ready to break existing borrowing arrangements, or the connection to the 
housing association may be a deterrent; they do not want to borrow from their 
landlord.  
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Case Study 5-5: Cambridge Building Society's New Horizon Initiative 

New Horizons is a joint venture between Cambridge Housing Society (CHS) and Cambridge 
Building Society aimed at providing affordable credit and competitive savings rates to CHS 
tenants.  New Horizons is not a legally incorporated body, rather it acts as an additional 
function of CHS, with the loan management undertaken by Cambridge Building Society.  The 
scheme operates by CHS placing £25,000 on deposit with CBS.  Tenants are then encouraged 
to save with the building society and the interest they receive is as if they had invested 
£25,000 themselves.  Meanwhile they are able to access loans on a similar basis to credit 
unions which are charged at 12.68% APR.  Additionally NHSLS has offered small immediate 
‘handy loans’ of up to £150 for household emergencies.  Part of the justification for the 
project was the perceived difficulty in establishing a viable credit union in Cambridge. 

 
 
The other new financial initiative that has emerged in recent years is the 
Community Development Finance Institution (CDFI).  CDFIs are loan funds 
that lend to firms and individuals for enterprise and/or personal/household 
borrowing. Initially most UK CDFIs concentrated on lending to enterprise and 
hence building societies were rarely asked to participate.  However, this 
changed with the arrival of personal lending CDFIs.  The first relationship to 
develop was between the Derbyshire Building Society and Derbyloans CDFI 
(Case Study 5-6), to which the former gave intellectual and financial support 
to the latter.  
 
 

 

Case Study 5-6: Derbyshire Building Society's Involvement in DerbyLoans 

Following research by Derby City Council that exposed the highest interest rate charged by a 
subprime lender in the city as 1362%, the decision was taken to create an affordable 
alternative.  DerbyLoans was born.  It raises capital from the public and private sectors and 
subsequently offers loans to those unable to access mainstream providers, often due to the 
small size of the loan required.  To offset the risks of trading in this market DerbyLoans 
charges interest rates slightly higher (currently 18%) than banks and building societies.  
Derby loans began trading in May 2003 and in its first year of trading it made £119,000 of 
loans to 113 customers.   
 
Since the beginning the Derbyshire has been an integral part of the partnership behind 
DerbyLoans.  Roles have included advice on setting up a financial institution, having a seat 
on the board, and providing a loan for capital to enable DerbyLoans to commence trading.   
 
 
It is possible that CDFIs could become a new market and partner for building 
societies.  The personal lending CDFIs believe there is a market for small 
household repair loans (up to £10,000) in deprived communities to people 
with chequered credit histories or those with limited incomes.  In theory CDFIs 
could complement and supplement the work of societies in depressed 
communities, either by sharing the risk with societies and/or borrowing from 
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societies for on-lending.  In the latter case the building societies could become 
wholesale funders.  In the former case societies could make referrals to 
CDFIs, which some banks are now experimenting with, in the case of 
enterprises for which they have declined finance.  
 
Arrangements such as this highlight a new way of addressing financial 
exclusion, using a stepped approach where the mainstream market serves 
the majority of the population and various not-for-profit intermediaries offer 
products to the remainder but with pathways to the mainstream to aid 
integration.  This approach offers an alternative to the market-based solution, 
which uses the instrument of interest rates to discriminate within the 
marketplace and where those that can afford the least invariably have to pay 
the most through the use of sub-prime lenders.  An emergence of a new 
financial geography is still far from complete but some societies, as we have 
seen, are already adjusting and developing new products and partnerships. 
 



 53

6 Conclusion 

The provision of financial services has changed beyond all recognition during 
the last quarter of the twentieth century.  During the 1970s less than half the 
population had a bank account, electronic payments and ATMs were in their 
infancy, and the branch was the main means by which to undertake financial 
business.  All these certainties have been replaced by a massive expansion in 
access to financial services.  However, the success of this unprecedented 
degree of financial inclusion has been to focus attention on those that 
continue to be excluded.  As society becomes more reliant on financial 
services, both to transfer money and offer welfare based products, so the 
needs of the excluded become more pressing. 
 
Alongside this technological deterministic argument is a sometimes 
contradictory view that financial service providers have been unwilling to 
extend services to the financially excluded because of the high costs involved 
and the risk that their inclusion may deter wealthier customers from using 
services.  Thus we have three broad narratives to explain financial exclusion: 
technology, organisational finances, and class; with educational capability 
being a key variable of all three.   
 
This research has examined what action building societies have taken in 
response to financial exclusion and whether the way they deliver services 
resonates with those considered excluded.  The banks have been 
encouraged by government to offer basic bank accounts for 
marginalized/excluded users, and while all building societies have not been 
placed under the same obligation six societies have supplied their own 
version of the basic bank account, and by the summer of 2003, 1,245,342 
accounts had been opened.  However, it was argued that building societies 
core product, the passbook based savings account, reflected the desires of 
the financially excluded for a straightforward and transparent savings account 
(Collard et al 2001).  Hence offering new targeted services may have less 
relevance than reliance on a product used by a broad cross-section of society.  
Thus just because banks offer a basic bank account it does not automatically 
follow that this is a product wanted by the financially excluded.   
 
A related topic is the access to affordable mortgages, particularly in deprived 
areas.  The research found no evidence of systemic exclusion or red-lining by 
building societies.  Indeed societies emphasised that their proximity to their 
locality meant that they were well placed to carefully consider applications 
from deprived communities.  It is probable that this understanding of the local 
market is likely to dissipate as financial institutions expand and impose remote 
and/or technologically driven assessment processes.  Furthermore, the vast 
majority of societies gave front-line staff some discretion when authorising 
mortgages.  Theoretically this should benefit those who prefer a personal 
interaction when purchasing goods and services; specifically those with 
limited financial capability or those with complex financial positions that 
require detailed explanation.  Indicators that this was occurring were 
suggested in the findings that 30% of societies would allow flexible repayment 
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schedules on mortgages and 37% would not automatically disqualify those on 
benefits from accessing mortgages.  Furthermore, seven societies had 
products aimed at key workers; though a number of societies did stress that 
they did not offer this product because their market was outside London and 
the South East of England.  Therefore though the regional/local outlook of 
societies means they are able to design products to reflect the needs of their 
community, it would be inappropriate to criticise them, or expect them to 
introduce products suitable for markets they do not serve.   
 
Getting the correct product design is only part of the process of inclusion.  It is 
also necessary to ensure that people can access services.  Although building 
societies stated that they all operate within the Joint Money Laundering 
Steering Group (JMLSG) guidance on identification, some indicated that they 
would be as flexible as the regulations permit.  Building societies were willing 
to extend services to those with County Court Judgements but registered 
bankrupts were less likely to be successful, with five societies even refusing to 
open savings accounts for them.  As these accounts cannot become 
overdrawn, I suggest the continuation of this rule should be reviewed by those 
societies. 
 
The record of societies was also mixed with regards to addressing marketing 
exclusion, with almost two-thirds of societies not advising all members about 
new products.  Though target marketing is an effective way of communication, 
societies should be aware to the potential exclusionary impact of such an 
approach.  Societies also had a mixed performance when it came to serving 
non-traditional client groups.  Only four societies held plain English 
accreditation for their products, just 32% knew what languages staff spoke, 
and 60% provided training on disability and race related issues.  With regards 
to physical access, societies were in the process of converting branches to be 
in accordance with legislation that comes into force in 2004.  However, only 
54% and 43% of societies designed literature and services for deaf and blind 
members respectively.  It would benefit all members if all societies replicated 
the good practice operated by some societies in this area.   
 
The closure of branches has received a disproportionate degree of public 
attention.  Previous research (Marshall et al. 1999) had highlighted how 
building societies were much less likely to close branches than banks.  
However, in view of the continued public interest in this topic societies were 
asked what procedures did they have in place for when they were considering 
closing a branch.  The majority stated that they would undertake social and 
economic appraisals before any decision is taken and only 13 societies stated 
that they would make the decision on financial grounds alone.  Moreover, 15 
societies had and/or would explore alternative approaches for the 
sustainability of branches; such as performing certain head office or call 
centre functions.  Finally 5 societies declared that they would maintain some 
form of presence if they were the only financial institution remaining in a 
community.  Taken together it suggests that building societies continue to be 
reluctant to close branches and most intend to engage in some form of 
consultation prior to any final decisions being taken.   
Another growing policy issue is the disclosure of information and evidence 
that societies are serving financially excluded groups.  The research 
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suggested that much work remains to be done and that there was insufficient 
statistical evidence to support the argument that building societies were more 
inclusive than banks.  However, there was considerable qualitative 
information to suggest that building societies were addressing aspects of the 
psychological aspects of exclusion.  Examples of staff providing financial and 
non-financial support abounded.  Furthermore, case studies of societies 
helping financially excluded individuals open accounts or take risks to assist 
people in financial difficulty were supplied; while other societies acted as de 
facto advice services, and three societies helped tackle crime against 
individual members.  All of this evidence indicated the importance of branches 
within their communities; contributing to social capital.  Rarely does building 
societies financial inclusion activity make national headlines.  This is possibly 
because these tasks are considered ‘standard’ by societies and they are 
rarely perceived as financial inclusion issues.  From the research it appears 
that much financial inclusion happens at branch level and this goes 
unreported or unregistered.  Building societies often provide considerable 
support and, in some cases, care for members, and for some societies 
member care is their main selling point rather than providing a comprehensive 
banking service.  Yet though extended customer services may seem minor, 
they may provide a means to reach the financially excluded.  If as previous 
research suggests financial exclusion is predominantly a process of self-
exclusion caused by fear and/or dislike it is the building societies’ long term 
commitment to people centred services that is most likely to overcome these 
psychological barriers.  Furthermore, it is the responsibility of building 
societies to stress to policy makers that tackling financial exclusion extends 
beyond specific products, to the service around these products.   
 
The final section of the report examined the partnerships building societies 
are engaged with.  Most societies had links with financial literacy and 
capability providers; the majority of these were with schools, though some 
also worked with organisations addressing adult financial capability.  The 
proximity of societies to their community meant they could respond effectively 
to local needs; it may also minimise some of the mystique surrounding 
increasingly remote financial institutions.  Building societies had conventional 
relationships with money and debt advice agencies.  It is hoped that all parties 
can create more participative partnerships in the future.  Although there is an 
understandable desire to provide independent advice for financial service 
users, building societies do supply extensive informal advice and education to 
their members.  The challenge is how to utilise this relationship between 
societies and members to improve financial capability, without giving full 
financial advice.   
 
The final part of the report discussed the partnerships with alternative financial 
providers and it was shown that building societies have not developed close 
relations with credit unions.  Rather some societies sought to create savings 
and loans products in partnership with housing associations.  This innovative 
approach is to be welcomed as societies were demonstrating their capacity to 
deliver a different kind of service to those most in need.  In addition, unlike 
most other alternative financial services the savings and loans schemes 
engage users with mainstream providers, as services are accessed through 
building society branches, thereby enhancing the degree of financial inclusion. 
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In summary, building societies are doing more financial inclusion activity than 
it superficially appears. Whether they are more effective than the banks is 
unclear, as it varies from society to society just as it varies among the banks.  
Though building societies may not be opening lots of basic bank accounts 
their continued provision of passbook accounts and emphasis on branch 
networks chimes with the stated desires of the financially excluded.   
 
With the announcement of a Financial Inclusion Taskforce and an implied 
threat of legislation if progress on inclusion is insufficient, building societies 
cannot afford to ignore this issue.  Nor can they assume they are immune 
from criticisms because they instinctively provide products and member 
support that reflects the needs of the excluded.  Societies need to ensure that 
they articulate the extensive informal support that occurs within branches and 
collect data to demonstrate their effectiveness in addressing financial 
exclusion.  Building societies should welcome the government’s focus on 
financial exclusion as it offers an opportunity to demonstrate the difference 
that mutuality brings to customer relations.  The challenge now is to do this 
strategically, effectively, and then communicate it. 
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Appendix A 
 
Copy of survey circulated to all building societies during the summer of 2003. 
 
Building Societies Association – Questionnaire on the extent of financial inclusion 
within the sector 
 
This questionnaire is part of a BSA sponsored project being undertaken by the 
University of Salford.  Please complete all the questions and return the forms, along 
with any supporting documentation to Dr Karl Dayson, Community Finance 
Solutions, Rm 505 Humphrey Booth House, University of Salford, The Crescent, 
Salford, M5 4WT or fax 0161 295 2835.  If you have any queries regarding this 
survey please contact Karl on 0161 295 2827 or e-mail k.t.dayson@salford.ac.uk.  
Where stated could you please circle the appropriate answer or tick the relevant 
boxes.  Please note all responses will be treated in the strictest of confidence, no 
individual details will be published without receive prior written consent.   
 

SECTION 1 STRUCTURE OF ACCOUNTS 
A. Instant Access Accounts 

1) What is the lowest minimum opening balance you offer on your savings accounts? 
£…… 

2) Does this account operate via:  
I. Passbook only  

II. Card only  
III. Both card and passbook   
IV. Other (Please give 

details) 
 

 
 

3) Does this account allow cash withdrawals & savings via a branch?  
YES (please go to Q6)  
NO  

4) If NO can you give details of the lowest minimum opening balance of any branch 
based accounts you operate  

 
 

5) What is the current interest received on lowest permissible credit balances of this 
account? ………………… 

6) What is the smallest cash transaction that can be: 
I. Accepted into branches? £ 

II. Paid out via a branch?  £ 
7) Do you have an account into which state benefits can be paid?      

YES  
NO  

8) Do you have an account that complies with the FSA’s definition of a ‘basic bank 
account’? 

YES  
NO  
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9) If YES, how many of these accounts had you opened by 1May 
2003……..…………………………….. 

 
B. Regular Savings Account 

10) Do you have an account which pays higher a interest rates if customers save on a 
regular basis?   

YES  
NO (If NO go to C Mortgages)  

11) If YES What is the smallest regular contribution permitted and what is the current 
interest rate? £……  ……% 

12) Are investors allowed a “savings holiday” without penalty on this account?   
YES (please give details)   
NO  
DEPENDS (please give details)  

 
 

 
C. Mortgages 

13) What is the smallest (in loan value) mortgage that you offer? £……… 
14) What is the minimum deposit you require? £……… 
15) Do you offer flexible repayment schedules for those on irregular incomes?  

YES (please give details)  
NO  
DEPENDS (please give details)  

 
 
 
 

16) Could an applicant on benefits but with no other income be considered for a 
mortgage?    

YES (please give details)  
NO  
DEPENDS (please give details)  

 
 

17) When applying for credit are potential customers given details of the credit checking 
process about to be undertaken?  

YES  
NO  
DEPENDS  

18) Does the credit checking process allow for any discretion by the staff who meet the 
applicant?  

YES (please provide details)  
NO  
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19) Have you introduced, within the last five years, any special lending schemes for those 
who haven’t reached your standard credit criteria (e.g. sup-prime lending or credit 
reparation)?  

YES (please provide details)  
NO  

 
 

20) Can you provide an example (including the first 3 digits of the postcode) where you 
have recently offered mortgages in an area of low demand? (a location usually in the 
centre of a northern city which has endured sustained falling house prices.  Invariably 
properties will be pre-1919 terrace housing 

 
 
 
 
 

21) Have you developed any innovative schemes to provide mortgages and/or housing for 
‘public sector workers’?   

YES (please provide details)  
NO  

 
 

 

SECTION 2 FINANCIAL INCLUSION 
D. Information and Assessment 

22) What accounts, if any, can be opened without a passport, driving licence, or utility 
bills? (If none GO TO Q24)  

 
 

 
23) What alternative forms of identification are required to open these accounts (please 

include any residential qualifications)?  
 
 

24) What is the longest time an applicant has to live at a fixed address before being 
allowed to open your most restrictive account? 
…………………………………………. 

25) What accounts, if any, are open to individuals with County Court Judgements against 
them?  

I. Mortgage Accounts  
II. Savings accounts  

III. Cheque book based 
accounts 

 

 
26) What accounts, if any, are available to individuals who are registered bankrupt?  

I. Mortgage Accounts  
II. Savings accounts  

III. Cheque book based 
accounts 
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27) Do all application forms and marketing literature have plain English accreditation?  
YES  
NO  
SOME (please provide details)  

 
 

28) What languages do you provide literature in?  
 
 

29) Are the languages spoken within your branches’ catchment areas fully encompassed 
by those spoken by your branch staff?  

YES (please provide details)  
NO  
Some (please provide details)  
Don’t know  

 
 

30) Are staff given race and disability awareness training?  
YES (please give details and the regularity of the training)  
NO  

 
 

31) Are ALL members given notification of any new products that are launched?   
YES  
NO  
DEPENDS on the product (please provide details)  

 
 

32) Can you provide details of an occasion where the personal support given by a 
branch’s member of staff has exceeded the expected level of care? 
 
 
 
 

 
E. Disabilities 

33) What percentage of branches are fully accessible by wheelchair users? 
 

34) What percentage of ATM machines are fully accessible by wheelchair users? 
…………………………………………………………………………………………
……………………………… 

35) Is literature and application forms available in formats suitable for: 
I. Deaf members YES  NO  

II. Blind members YES  NO  
If YES to either please give details 
 
 

 
36) What percentage of staff can communicate up to British Sign Language level 1? 

…………………………………... 
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37) Do you having ‘signing’ facilities available at your AGM?  

YES  
NO  

 
F. General  

38) What percentage of branches have a play area for members children? 
…………………………………………………………………………………………
…………………………….. 

39) Which of the following processes, if any, do you undertake when considering closing 
a branch?  

a. Purely financial considerations 
YES  
NO  

b. Undertake a social and economic impact assessment  
YES (please provide details)  
NO  

 
 

c. Undertake a consultation with members living in the affected community  
YES (please provide details  
NO  

 
 

d. Undertake a broader consultation across all the affected community  
YES (please provide details)  
NO  

 
 

e. Adopt an alternative approach?  
YES (please provide details)  
NO  

 
 

 
40) Do you collect data on any of the following and if YES could you please provide the 

appropriate percentages: 
I. Percentage of members who are over 60  

YES  If Yes 
% age 

 NO  

 
II. Percentage of members who have a single financial product  

YES  If Yes 
% age 

 NO  

 
III. Percentage of members who are from ethnic minorities  

YES  If Yes 
% age 

 NO  

 
IV. Percentage of members who are registered disabled  

YES  If Yes 
% age 

 NO  
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V. Percentage of members who are live in social rental accommodation  

YES  If Yes 
% age 

 NO  

 
VI. Percentage of members who are lone parents  

YES  If Yes 
% age 

 NO  

 
VII. Percentage of members who have incomes below £151 per week  

YES  If Yes 
% age 

 NO  

 
VIII. Percentage of applicants who are refused an account due to non-standard 

identification?  
YES  If Yes 

% age 
 NO  

 
IX. Percentage of applicants who return to successful open accounts are initially 

being refused due to non-standard identification?  
YES  If Yes 

% age 
 NO  

41) If you do collect some of the data listed in Q43, could you explain why collect it and 
what it is used for?  

 
 
 
 

 
G. Partnerships (if space provided for responses is insufficient 
please continue using a separate piece of paper)  

42) Do you work with any external bodies to improve financial literacy?  
YES (please give details  NO  
 
 
 
 
 

43) Do you operate any partnership programmes with adult education facilities?  
YES (please give details  NO  
 
 
 
 
 

44) Do you operate any partnership programmes with schools?  
YES (please give details  NO  
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45) Do you work with any credit unions? 

YES (please give details  NO  
 
 
 
 
 

46) Do you operate any savings and/or loan related products via Registered Social 
Landlords and/or local authorities? 

YES (please give details  NO  
 
 
 
 
 
 

47) Do you operate any partnership programmes with any Community Development 
Finance Institutions (CDFIs)?  

YES (please give details  NO  
 
 
 
 
 

48) Do you work with any money advice agencies? 
YES (please give details  NO  
 
 
 
 
 
 

49) Do you operate any partnership programmes with any other bodies regarding issues 
around financial inclusion?  

YES (please give details  NO  
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