
The Archbishop of Canterbury's speech at the conference 'Financial inclusion: The next move forward' held in the City of London this morning.

 



First of all I would very much like to thank HSBC and Lloyds for this day, and, Maurice, for that introduction. It’s very brave of HSBC and Lloyds,

courageous even, to have this day.

Speaking from personal experience in the church, the process of listening to those who disagree with you, sometimes extremely strongly, is

never a pleasant one, but is occasionally useful.

I look at the question of financial inclusion against the backdrop of what we might call the operational inclusion of financial services and of

commerce more broadly in this country. What I mean by operational inclusion is the array of support that government and communities provide

to businesses and without which those businesses could not operate.

The enormous financial benefit (which even the BBA has estimated at several tens of billions of pounds a year) that the banking system receives

through explicit and  implicit government guarantees of its solvency is perhaps the most obvious single support that we, as a society, provide to

the business, but it is not the only one.

If we’re going to look at financial inclusion, and the likelihood that some communities may depend on elements of support from financial services

companies, then we need to be honest in recognising the existence of commercial dependency on a just and stable society and hence on the

communities of which it is made up.

The issue of financial inclusion and its relationship to the vision of society that we have in this country and internationally has come to the surface

much more clearly over the last few years. In the period following Big Bang, it was expected that banking would spread to the entire population.

There were numerous studies demonstrating that cash would go out of style (they’re still around), and that everyone would have a bank account.

However, alongside the beneficial effects of competition and a desire to gain more customers was the unfortunate, and in the end seriously

damaging, problem of banking either missing out on certain parts of the country, or treating them, at best, as a regrettable necessity. The market

began to show signs of inefficiency and selectivity.

Competitive pressure to drive down the cost of the branch networks worsened this problem. It is especially noteworthy that branch closure was

not, we know from recent IT problems, accompanied by root and branch renewal of systems which might have been some justification, and that

some areas of banking did not suffer the same budget constraints. The Social License to Operate, which alone justifies an implicit guarantee of

solvency, was less valued than it should have been.

In the period following the crash of 2008, the problem has become far more serious. HSBC and Lloyds alone control a vast proportion of

domestic and retail banking in this country. There is a strong correlation between ATM presence and wealth, providing yet another cost to
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poverty, similar to that which arises in the cost of energy.

Although there has been much recent progress in provision of free-to-use ATMs – and Lloyds and HSBC have been very active in this through

LINK – there are still areas without them. And this adds further pressure in situations where people are facing financial distress.

We also are all aware of the problems of high cost credit, whether through pay-day lenders or door-step lenders, and what the chief constable of

a northern police force described to me in 2012 as, ‘the golden age of the loan-shark’. That’s not referring to the legal ones but the illegal ones,

which are often the only fall-back when the legal ones don’t work. Progress has been made, very dramatic progress. The FCA has taken action

against the usurious interest charges levied by too many lenders, but there is still much more that can be done.

I want to suggest two important priorities for a society and its values in looking at the question of financial inclusion. First, we must recognise the

place of financial inclusion as a piece of the fundamental infrastructure of a good society. Secondly, it is essential to ensure that financial services

are people-centred. They are called financial services for a reason – they need to serve.

Financial inclusion is a basic necessity for dealing with deprivation and poverty. It is part of the fundamental infrastructure of society. Access to

employment is key to escaping poverty.

You will have seen this morning, in the FT and other papers, the report illustrating the struggle of the last three generations – not just since 2010

– to balance the differentials between London and the South-East in job creation and the rest of the country. It is something that has defeated

every government and every economic approach since at least the early ‘60s.

This morning’s report showed that, on average, 12 jobs are created in London for every one elsewhere, and even the best of our provincial cities,

Coventry, at the moment, where I worked for five years, the ratio is still four to one.

The most successful forms of creating employment are small businesses, which need start-up finance and easy access to basic banking services.

That will include overdrafts, current account services and the availability of loans at a predictable and a reasonable cost in order to deal with

expansion or increased working capital needs.

Small businesses are also likely to need good advice in the management of their finances. The smaller they are, the more necessary this becomes

– and the less profitable to the bank.

Healthy small businesses increase the level of well-being and human flourishing in areas of poverty. I’ve told before the story of someone I met

while I was Bishop of Durham. He’d been made redundant 18 months earlier in the depths of the great recession, had a partner and two

children, and had looked for jobs in every possible way.
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Eventually he decided to set up a business on his own, as a painter/decorator, his trade. He needed a loan to pay for equipment to start his

business which would be very local and was in an area of very significant deprivation.

It took him twelve months to find the loan, and less than three months to repay it. The total amount he sought was £200.

When I met him, his morale was high and his sense of direction clear. He had a six month order book, was working hard five days a week, earning

enough and was content with life. It seems absurd that it would have taken so long for such a small amount of money to be found. But he had

more sense than to go to a payday lender. The money came in the end from a small local development association – and they got their money

back with a good return.

Without good access to normal banking services, economic life in a local area will diminish and almost disappear. It is as bad as if there were no

local roads, or local electricity. Small businesses, as we all know, operate in local areas, and they are safer and more successful when they do so.

They may in the end expand, but their base must be local.

Inclusion must not be by means of charity, because that is never going to be sustainable. Nor can it be seen as an opportunity to maximise

financial return for service providers, because that would be unaffordable for those who use it. A society with a clear moral compass will handle

money fairly and justly.

The challenge for senior leaders in banking is whether they are willing to take the lead in helping to create that sort of society – and it appears, in

general, that they are. Given what all our banks receive from society, I don’t see how they can avoid that responsibility.

Which brings me to my second priority: banking in a moral society, or good banking, must be people centred and not simply bottom line centred.

This is not to say that whole areas should be run at a loss, or at less than their cost of capital, but where they cannot be run profitably, rather

than walking away, it is a large financial organisation’s responsibility to ensure that over time an adequate substitute is developed.

It should not be the responsibility of government, although they will have a part to play, but the creation of a good society is something that all

participants of society should have as an aim and a value, even if it costs money. That responsibility for financial inclusion on the part of financial

service providers doesn’t look like such a big ask against the backdrop of the operational inclusion that they themselves benefit from, which I

mentioned earlier.

At the heart of both these expectations is the value of the person as sacred, and all other things as secondary to human dignity. It is a value

rooted in many faiths and especially in  our Judaeo-Christian tradition. Of course profits have to be made, but they need to be measured not only

in terms of their absolute return on capital employed, but also in terms of the human cost of achieving that return.
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Large institutions with adequate balance sheets working to maximise returns from those who can most afford it, do not produce a sustainable

society in the long term.

Such an approach is narrow-minded and short-termist, because sustainable societies are essential to the large companies within them. It is also

an immoral approach. Banking has to be people-centred. The pointer of the moral compass must be towards people.

So what is the way forward from where we are today? Certain things have improved greatly, and the changes in the banks have been most

striking. I’ve already mentioned the FCA’s action against usurious levels of interest and the growth in the number of free-to-use ATMs. The result

is that one sector of the financial services market has diminished greatly already and looks likely to continue to do so.

The question that is raised, though, by the diminution of high-cost credit, is what will replace it? The creation of credit unions, or other

community-based finances systems, will take a number of years or even a generation. To what extent are the major banks willing to step into the

gap, accelerate the development of local finance institutions, and ensure that in the meantime we move to a society in which the utility service of

banking is widespread, easily available, and dedicated to the flourishing of society?

That is a very big challenge. It is not easy to see how it can be done without the continued active commitment of the major banks, because only

they can provide the systems, the IT, the expertise, and the geographical reach that this change will need.

Yet even though the major banks have a critical role to play, the churches have shown that we are committed to playing our part in helping to

create a fairer financial system.

To give two examples, the Church Credit Champions Network, which is funded by Lloyds Bank, has been set up to help local churches build the

capacity of their credit unions serving their communities and to increase active credit union membership among churchgoers and the wider

community. This is already underway in London and Liverpool with over 100 churches involved.

I’m not sure it’s an advantage or disadvantage that Lloyd’s, I think, have round about 3,000 branches, we have 16,000 – 9,000 of them are over

500 years old. The Church Credit Champions Network is going to be rolled out nationally in due course.

A few weeks ago, the Treasury announced that it will be funding the pilot of our LifeSavers programme, helping children to develop good financial

habits at a young age by setting up savings clubs in primary schools in partnership with credit unions. We are very grateful to the Treasury for

that support.

Support for credit unions and community finance is rising very rapidly. The Church of England’s work to help extend this sector is being led very

ably by Sir Hector Sants. He has made an enormous contribution, drawing together the enthusiastic and creative responses of churches around
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the country with valuable support and cooperation from the major banks, so that progress is being made.

But it will not come quickly enough to fill the gaps that are being left. Will the banks ensure that there are free-to-use cash machines easily

accessible in every area? Will they ensure that small business advice is possible to access at a reasonable cost to the small business (which

frankly means very low-cost) and that they contribute to the training of those who are starting small businesses? Are they able to provide

structures of loans and financial facilities that are suitable for small business in areas of deprivation? In brief, will they stand in the gap?

These are difficult things to do. They are not even particularly attractive, but all good moral choices have a cost. There is a myth that good

morality is profitable. It may be, but that is purely coincidental. It is always worth it, even when it costs.

The best example of moral and ethical action in history, in the most extraordinary figure of world history, Jesus Christ, required the sacrifice of

everything to gain a world. We are not asking the banks for that, but for a commitment to a society with a moral compass that points towards

people first and foremost.

Thank you very much.
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