Annexure 2

Consumers’ Federation of Australia

C/- Care Inc Financial Counselling Service

PO Box 763

Civic Square ACT 2608

Telephone: (02) 6257 1788

Fax: (02) 6257 1452

Email: david.tennant@carefcs.org
The General Manager

Adjudication Branch

Australian Competition and Consumer Commission

PO Box 1199

Dickson ACT 2602

Attention: Tim Grimwade

Dear Mr Grimwade,

Re: Application for Authorisation No A30214 (the “Basic Bank Account”)

I refer to my last letter to you on 1 July 2002.

The Consumers’ Federation of Australia is a not-for-profit, non-Government consumer peak body. Membership of the Federation is open to associations, whether incorporated or not. In order to qualify for membership, applicants must establish that their association has objects compatible with the objects of the CFA:

“The objects for which the association is established are to promote the interests of consumers, in particular low income and disadvantaged consumers, through:

a) Identifying areas in which the interests of consumers are being adversely affected;

b) Advocating policy and law reform changes to benefit consumers;

c) Conducting consumer awareness and information programs;

d) Liaising with other consumer and community groups to advance the interests of consumers;

e) Facilitating consumer responses to government, industry and regulators where specific funding or resources are available; and

f) Doing other things to further the interests of consumers.”

The CFA currently has 95 member groups around Australia, across a wide variety of consumer interests. One of the CFA’s most active networks is that considering issues in financial services. At the core of that network, are around one third of the CFA’s total membership: agencies, legal services, financial counselling organisations and groups who count amongst their primary reasons for existence, addressing access and equity issues for low and fixed income and otherwise financial disadvantaged consumers.

After being informed of the current application, the CFA circulated copies of relevant materials to interested members and associates. We are aware that a number of our members have made submissions. This submission will provide an overview of some of the key issues that we are aware have been raised in other consumer submissions. It will also provide some general comments on the authorisation process and its accessibility to ordinary consumers affected by the outcome of determinations.

Reference to key issues raised in other consumer submissions:

· The banking industry has consistently failed to provide ordinary consumers with realistic options for affordable banking products. The increases in profit margins, driven by decreasing customer access, shedding less profitable customers and continually increasing the costs of basic services, has left many low income and vulnerable consumers in a position where they cannot afford to maintain a bank account. The current proposal is a welcome acceptance on the part of industry that it must respond to disadvantage, that if it did not create, it has done nothing to alleviate. There are some significant concerns in the current proposal and some of those concerns are referred to in the following points.

· The CFA supports the views expressed in a number of consumer submissions that limiting access to the basic bank account to holders of a Health Care Card is inappropriate and unnecessarily narrow. The key issue should be customer need.

· The proposal description refers to products as “fee free”. That description is not correct, a fact acknowledged in the application. Limits on the numbers and types of transactions apply and certain types of transactions, such as obtaining an account balance, will count toward transaction limits. Having an accurate account balance is a critical part of budgeting on a low or fixed income. The current proposal may lead to low income consumers avoiding balance updates, withdrawing large sums of cash less often and other unhelpful or potentially dangerous account activity just to stay within the limits. The limits should be more flexible. There should also be disclosure rules and limitations on the amount of fees that might be applied if limits are exceeded.

· It is our understanding that at least one of the banks named as an applicant only makes available its current basic bank account product through a non-bank agency network. The CFA strongly supports the view expressed by other consumer submissions that this is unacceptable. 

· The CFA is also of the view that should the Commission provide Authorisation there should be a requirement for regular and ongoing review. The first such review should occur no later than one year after the date of any determination.

General comments:

a) The Basic Bank Account application as an example of the limitations of Competition Policy and its failure to deliver just and equitable outcomes to low income consumers:

Australia’s obsession with competition policy continues to fail our most vulnerable consumers. The fact that this application is being made at all is evidence of that failure. After a period of unprecedented growth in profits in the banking sector, the booming market that banking represents has ignored the needs of low-income consumers. It has gone further and redefined customer loyalty to mean short term profitability. Those who do not fit the profile of consumers who might add to profit potential are discouraged from having any personal contact with many banks, or even remaining customers.

The CFA and its member groups have lobbied long and hard for banks to recognise their social obligations and to have those obligations defined, supervised and enforced. The Basic Bank Account application was acknowledged at the start of this submission as a welcome development. We urge the Commission to recognise however that left to its own devices, this industry has not only failed to respond to the needs of low-income consumers, it has developed and applied policies that exclude and magnify disadvantage. Care must be taken to ensure that we do not endorse a minimum service set, that is applied as a maximum and creates an entrenched banking “under-class”, required to put up with inappropriate products that they can only access through non-bank agencies.

Accessibility of the process for consumers and consumer groups:

The CFA and the groups it represents have made it clear to Government, industry and regulators that there are insufficient resources available to facilitate proper consumer comment in processes like the current application. In this instance, the application has been filed by a group including several of the largest and most profitable corporate entities in the country and their professional industry lobby group. Consumers on the other hand are represented by small, non-profit organisations, with no specific resourcing for this project. 

As far as CFA members go, we recognise the critical importance of the application. It is potentially the most significant issue in access to banking services for vulnerable consumers to arise since the Wallis report was delivered in 1997. The importance of the matter being considered to the consumers our members represent is undermined by the absolute lack of resourcing to connect them to the process. 

The CFA has discussed models to facilitate such engagement with the Commission on a number of occasions. It is our understanding that one of those models, the development of an independent trust to channel penalties from regulatory activities in a way that will enable consumers to be engaged, has been discussed at Commission level for some time. These discussions must deliver outcomes. Low income consumers must be afforded not only the opportunity but the means to be heard on issues of such crucial importance to their lives.

If you require any further information or clarification, please do not hesitate to contact me. I note the possibility of a meeting was discussed. As you are aware, I will be away from Canberra until 5 August but would be happy to arrange a time after that date.

The CFA confirms that this submission can be made available to the public. No part of this submission contains confidential information.

Yours sincerely,

David Tennant

Chair

17 July 2002.                                     
