
Response to Call for Evidence – Select Committee on Financial Exclusion  

 

Definitions and causes of financial exclusion  

1. Is financial exclusion the inverse of financial inclusion and, if not, how do the two concepts 

differ?   

Yes, financial exclusion is the inverse of financial inclusion. Financial inclusion is where there 

is provision of financial products at affordable costs to sections of disadvantaged and low-

income segments of society.  Financial exclusion is where those services are not available or 

affordable. 

 

What are the causes of financial exclusion? 

 

Causes are varied by product sector, generation and demographics.   A combination of low 

disposable incomes and the economics of providing finance means that in some cases, 

allowing access to finance is not commercially viable.  

 

Some lending organisations targeting the short term lending market place have been forced 

to review their commercial models, driven by increased regulation.  Customers might be 

forced to seek alternative, unregulated, ways of borrowing. 

 

2. Who is affected by financial exclusion?  Do different sectors of society experience financial 

exclusion in different ways?  To what extent, and how, does financial exclusion affect 

those living is isolation or remote communities? 

 

An ageing population, changing labour market structures, and political trends such as the 

introduction of welfare reforms transfer of risk and responsibility from state and employers 

to individuals have all played a part.  

 

Some Financial Services providers have increased sophistication in their data assessments  

and segment customers depending on risk or profitability.  This can lead to customers being 

denied access to products altogether.   

 

Older people or those with disabilities may have been impacted by the drive to move to self- 

service and digital integration with their banks, over and above local counter services which 

have reduced over time, making access to bank accounts and financial advice difficult – 

particularly in remote communities.  

 

Complex products increase the need for expensive advice and regulation, and those with 

limited disposable income may be exposed to great risk without the means to pay for 

appropriate advice.  

  



3. What is the relationship between financial exclusion and other forms of exclusion, 

disadvantage of deprivation? What role does problem debt play in financial exclusion? 

 
Financial exclusion often moves from the individual, through the family and the household 
and sometimes into the neighbourhood; can be related to low or no income, unemployment 
and ex-offenders.  When an individual has problem debt, they will score lower on a Lender’s 
credit scoring process and therefore opportunities to borrow money or open a bank account 
will be reduced or attract higher cost.  Again this can lead to the individual borrowing from 
unregulated lenders or falling further behind on debts already accumulated.  

 

4. Do individuals with disabilities, or those with mental health problems, face particular issues 

in regard to financial exclusion? 

Yes - unintended consequences of increased regulation means that access to finance can be 
more complex and requires advice that is generally too expensive or inaccessible to those with 
disabilities or mental health problems.  

Financial education and capability  

5. Are there appropriate education and advisory services, including in schools, for young 

people and adults, if not, how might they be improved  

There is great support available from money advice services however this is normally re-active 
support rather than pro-active.  There are some good programmes in schools that teach 
budgeting and how to borrow but these are limited and tend to be in more affluent areas in 
any case.  Access to structured information on how to manage budgets, consequences  of non-
payment of bills, priority payments, how to seek help at an early stage etc at schools, 
particularly focused on school aged children in a low income household would help to educate 
the next generation. Some Debt Collection agencies are already providing such guidance and 
support to local schools but this is an incentive that needs widening to create impact.  

6. How can financial literacy and capability be maintained and developed over the course of a 

person’s lifetime?  
 
Advice on basic financial services and an understanding of how to plan for unexpected events 
and the future need to be made available to individuals and families. More user friendly 
documentation from Lenders that explains in layman’s terms the benefits of their products 
and the reasons for forward planning; financial education and coaching programs that guide 
and support behaviour changes may lead to better financial decision-making. Credit 
management and repair programs enable individuals to correct and learn from previous 
financial mistakes.  Homeownership counselling to prepare individuals, especially first time 
buyers, for what is often the largest single investment in a lifetime and what it takes to 
maintain a home over the long term. Education aimed at recognising and avoiding fraudulent 
or abusive lending practices can protect individuals at risk of losing their assets and identify 
or obtaining inappropriate loan products. Helping small businesses at set up to understand 
their responsibilities, support that is available and how to identify problems early. 



 

7. What role should the concept of ‘personal responsibility’ play in addressing financial 

exclusion? Is appropriate support available for the most excluded and, if not, how should 

support be strengthened? What role should Government, the charitable sector and business 

play in tackling financial exclusion?  

 
The concept of personal responsibility can only really be applied where the individual is aware 
of their responsibilities, how to budget and the consequences of their actions.  Much support 
is available after the event, but education and guidance is required at an earlier stage – 
explaining to a young school leaver how to start their working life differently to their family 
for example.   There should be more self-service advice available on the internet or apps rather 
than reams of documents to read.  

 

8. Are appropriate financial services and products available for those who are experiencing 

financial exclusion? What might be done to address any deficit? What role should banks 

play in increasing access for those most at risk of exclusion? What is the role of the Post 

Office in providing access to financial services for such customers, and how might that role 

develop?  

There are some appropriate financial services and products for those who are experiencing 
financial exclusion but this needs to be on a long term basis rather than reverting to short 
term lending because this can only relieve the issue for the immediate time and tends to 
exasperate the issue. A Government backed scheme that provides incentives to Lenders to 
lend to this demographic would mean that individuals can have access to responsible, 
regulated financial products without the penalty of higher charges need to be applied to 
defend the risk of non-payment.  

Accessing affordable credit  

 

9. What has been the impact of recent changes to the consumer credit market – such as the 

capping of payday loans - on those facing financial exclusion? How can it be ensured that 

those in need of affordable credit can access appropriate products or services?  

Unintended consequences of the capping of pay day loans has forced some individuals into 
financial exclusion, or tipped them into default as they had been used to managing their 
finances in this way.  It has also increased the number of individuals who have reached out to 
alternative un-regulated finance (overseas or loan sharks).  
 
The Government needs to provide incentives to Lenders to ensure that those in need of 
affordable credit can access appropriate products or services.   

 

 

 



Government policy and regulation  

10. How effective has Government policy been in reducing and preventing financial 
exclusion? Does the Government have a leadership role to play in addressing exclusion?  

 
Government Policy amendments have already helped to start to reduce and prevent 
financial exclusion, but this has mostly been around helping to identify where the exclusion 
exists and how to deal with this in reactive mode.  Yes the Government needs to have a 
leadership role in addressing exclusion by continuing to assess the impact of policies in place 
and to drive financial education, particularly in schools.  

 
11. What has been the impact of recent welfare reforms on financial exclusion?  
 
Welfare Reforms has, in some cases, pushed individuals into financial exclusion as their 
usual weekly routines have been forced to change to a monthly budgeting regime.  This has 
impacted those with weekly, short term lending arrangements and has resulted in the 
number of defaults escalating.  It has provided support for individuals already in exclusion 
but there has been little support for those tipping into exclusion as a result of the reforms. 

 
12. How effectively are policies on financial exclusion coordinated across central 
Government? Is there an appropriate balance and interaction between the work of central 
Government and the work of local and regional authorities, and the devolved 
administrations?  
 
No comment. 
 

 
13. To what extent is the regulation of financial products and services in the UK tackling 
financial exclusion? Are alternative or additional regulatory interventions required to 
address financial exclusion? What balance should be struck between regulations and 
incentives for financial institutions?  
 
The regulation of financial products and services in the UK has ensured that lending is 
responsible and lenders are accountable for their decisions. It has prevented some 
individuals from going down a short term lending route so has prevented some financial 
exclusion.  I think that there needs to be some sort of additional regulatory interventions to 
prevent unregulated, overseas lending. There also needs to be some form of incentive for 
financial institutions to be able to interact with and lend to those financially excluded.  In 
addition there needs to be increased, early financial education (on budgets now and future 
planning), increased access to online facilities and support, and more access to free Money 
Advice. 
 
Financial technology (Fintech)  
 
14. Does the Government have a role to play in ensuring that the development of financial 
technologies (FinTech) and data capture helps to address financial exclusion? If so, what 
should this role be?  

 
Absolutely – this should be a governing role that sets the standards around data capture but 
ensures that Lenders are not restricted further by additional regulations that prevent sharing 
of appropriate and relevant data.   


