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       Working for Financial Inclusion
CONFERENCE REPORT

‘New Credit Unions, New Communities’

THURSDAY 17th JUNE 2004    
at

The Ashcroft International Business School, Anglia Polytechnic University, Chelmsford

The conference will explore the issues surrounding the development by netCUDA of a new model for credit unions and assess the financial inclusion benefits the new model will bring to hard to reach groups and people living in areas of multiple deprivation.

The conference will be of particular interest to individuals and organisations engaged in issues surrounding  community development, social capital, regeneration, debt advice, money management, needs of hard to reach groups or wanting to see banking services set up that are local, ethical and accessible to all.
**********************************************************************

Morning 

Philip Knowles, Dean of the Ashcroft International Business School at APU
- welcomed everyone to the second netCUDA conference they had hosted.  He spoke of the enviable reputation credit unions enjoyed and how valued their services are.  He mention their tendency in the past to be idealistic and small and the  difficult decisions they now face in order to offer services more widely through expansion, amalgamation and innovation.   netCUDA presents a new model that makes use of today’s technology to manage a business to bring everyone access to credit union services. 
Message from Dr Rowan Williams, Archbishop of Canterbury - was read 

– please ask for a photocopy  (we are not able to scan it or use it other than in its entirety). 
Keynote Speaker: David Knock, Associate Dean of the Ashcroft International Business School, APU
- spoke of Debt (personal debt has just hit £1 trillion), Financial Exclusion, the need for credit unions and the new model credit unions that netCUDA is developing.  
Over half of households with serious debt live on less than £7,500 per annum
9.4 million people were refused access to mainstream credit in 2003

The Home Credit industry, ‘Doorstep lending’ is worth £3 billion

Home Credit customers borrowed an average of £739 a year in 1999

1 in 5 people use credit to survive (paying bills)

There is hidden poverty in Essex and East of England

· Not being ‘seen’ so no facilities

· No one notices
Quoting from the New Economics Foundation publication of 2002, ‘Profiting from Poverty’ 

Home Credit companies charged interest from 159% - 1564% APR.

These companies are able to continue in business because of the lack of competition and regulation.  
Credit unions have the potential to be the much needed competition as well as being a force for community development.  Credit unions are now regulated by the Financial Services Authority, FSA, with tight regulations – they are treated more like banks.  Regulation for the Home Credit industry is less stringent and even more so for ‘loan sharks’.
The netCUDA model exploits economies of scale and enables local access to credit union services without separate application to the FSA.  The Administrative HQ and back office services are provided at minimal cost.  It covers a larger geographical area therefore capturing all income levels.
Alison Davies, Managing Director, netCUDA

netCUDA Model Credit Unions – this PowerPoint presentation was distributed at the conference – please let us know if you do not have a copy – we will send it electronically.
These notes accompanied the slides:

netCUDA has developed a new model for credit unions that it is piloting with a county wide credit union for Essex which it will be possible to replicate elsewhere in order to provide universal credit union services instead of the patchy provision currently experienced.

We do realise that the credit union environment has changed and continues to do so.

Credit Unions have developed, expanded, amalgamated or done innovative things to become sustainable.  Credit union organisations have also worked to find a solution to universal provision and sustainability.  netCUDA offers what we have developed and believe to be a sustainable model that brings universal access throughout a common bond area.
netCUDA model Credit Union is:

 FSA compliant – meets new FSA regulation.

1. Financiallly viable – with grant funding aims to be self sufficient in 3 years.

2. Complies with FSA principles for businesses

3. has adequate and effective systems and controls

4. satisfies FSA capital, liquidity and lending requirements

Main Stream – an ethical alternative to be used by all – 25-45% of people elsewhere in the world use credit unions – only 1% in UK and less in East & South East England – neds to be attractive to all – quickly able to offer a dividend on savings as well as low interest loans that are readily available.

Will be used by people from all walks of life because it is local, ethical and supports the community.  Seeking to provide a level playing field for everyone wanting to save or borrow – not one rate for the rich and a much higher one for the poor.

Professionally run by:
· a high calibre Volunteer Management Group/Board

· paid Financial Manager with Administrative support from the out set  

· most work still done by volunteer staff in a professional manner until the business is able to fund more staff

Flag ship premises – ‘High Street’ premises:

· gives visibility

· attracts business from all quarters

· raises awareness

· demonstrates permanence
Sustainable – self sustaining after 3 years – designed to become a Social Enterprise – a local business in the community.  This requires rapid growth in membership, high savings to provide the money to lend which in turn brings in an income in the form of interest on loans.
Central Administrative HQ – will be spoken of when we look at the benefits of the netCUDA model.
Large Common Bond:
· gives potenetial for greater numbers of savers

· larger ‘pot of £’ to enable demand for loans to be met

· serves a mix of socio economic groups – savers and borrowers

· better chance of achieving the necessary growth to become sustainable within the 3 year period.

· Payroll deduction able to be offered to numerous employers throughout the common bond – bring in regular money to the credit union with little administrative expense.

· Allows people greater access to services – can use any collection point within the common bond area and PayPoint and P.O.s both within and outside the common bond area
· Members can access their money through ATMs if they have no bank account.

FSA now require credit unions to provide access to money advice and education – netCUDA are partnering with Credit Action to provide this as well as engaging with local Money Advice services, eg CABx and FIAC.  We will also work with and refer members to colleges offering Money Management education.

netCUDA model credit unions have the potential to become local provision for financial services by partnering with other providers depending on what is already available locally.  The network of collection points that make up a netCUDA model credit union can offer a network of ‘one stop shops’ for financial or community services by having other services offered on the same premises or the credit union could add to services already offered atb the premises.

Universally accessible – through a network of branches and collection points – some full time others regular but part time in hosted premises, eg. Libraries, Universities, colleges, schools, Co-op Stores, local authority offices, housing association offices or tenant facilities, community/church halls, day centres, clubs, residential homes,……………..
There are credit unions the provision is patchy and could not be considered the ‘3rd Stream of Banking’ – a main service accessible and open regular office hours.

netCUDA model enables access to services through dozens of branches or collection points – where ever there is demand/need.   Once the county/borough credit union is authorised, it is possible to do anywhere within the common bone, almost instantly because of the Central administrative systems.  A local collection point can be set up where premises are offered with computer and internet access with only 2/3 people willing to train to run the local service.  The size and frequency of a collection point can be adjusted to meet demand.  Our experience shows that many organisations are keen to host collection points to give their client/customers the benefit of their additional services.
At this point a diagram depicting a network of branches and collection points envisaged for a netCUDA model credit union.  The diagram also shows the structure for managing the credit union.

Benefits of the netCUDA Model:

· Central administrative HQ is able to run services for a large common bond area bringing the advantages of:

· Large membership

· Bigger ‘pot of £’ – meet loan demand – more income earned on loans

· Faster membership growth

· Benefits the whole community

· Economies of Scale reduce the running costs of the credit union so that it operates more efficiently/profitably meaning:

· Higher dividends for members

· Loans at a reduced interest rate

· Larger loans are possible

· More paid staff can be employed

·  Wider Services are possible:

· Variety of savings accounts, including budget accounts.

· Greater access to services:

· deposit money through:


    - the network of collection points and branches

      - PayPoint/P.O.s 

· Withdraw money through ATM, if no other bank account

· Internet banking

· Greater numbers of volunteers, with skills and experience to run a financial institution, are found within a wider area.  Also less people will be need for the Management Group to run a large credit union than if many credit unions were set up to service the same area al requiring a management group. 
· netCUDA model enables credit union services to be provided anywhere within the common bond without delay where there is demand, 2/3 people willing to train to run it and premises that can be made available part time with internet access.  Thus setting up a universal service across the common bond area.

netCUDA model uses ‘State of the Art Technology’ – transactions are instantly recorded at HQ regardless of where they are made using a new software package specifically designed to service a network of collection points/branches as there are in the netCUDA model.  The software is ABACUS the new Credit union and Banking package from Fern Computers which Eamon Scullin will tell you more about……….
Eamon Scullin, Managing Director, Fern Computer Services Ltd
Fern Business Park, Blackstaff Road, Belfast.  BT11 9DT.  (028 9080 8000

info@fern.co.uk   www.fern.co.uk

There are two burdens for Credit Unions:

· FSA regulations and documents
· Technology
netCUDA model is sophisticated – it is difficult to provide such sophistication at a local level but it is achieved by sharing the cost across the whole network.

Following on from Alison’s presentation on the netCUDA model:

Fern’s ABACUS is the State of the Art technology she mentioned.

It is an integrated Management and Operation system providing all data from one source.  It is scalable, flexible, easy to use and highly reliable.  It is a professional information and processing system that links to external systems (ATM, Bank, sub-offices) more easily.
ABACUS Overview:

· Main Modules:  General ledger; banking for savings and loans; built in Crystal report writer; Internet banking.

· Security: ID/Photos/Signatures

· In built Governance for Management

· Money laundering

· Integrated Management and Financial Systems

· Integrated Innovation: Fern integrates all data processing, financial management and member services into one efficient business system for members’ total needs

Benefits to users:

· Lower operational costs

· Increased efficiency

· Improved member contact

· Increased services for members

· Saves time and money

Please contact Eamon at FERN for more information.
Workshop 1 followed looking at the netCUDA Model
Please see Workshop 1 Questions and Responses

Afternoon
Jenny Rossiter, DooD Campaign
Jenny gave a very full slide presentation (Power Point presentation slides distributed at the conference – let us know if you do not have one – we can send it electronically) 

Many people have ‘access’ to credit – the main problem is that it is not ‘affordable’.

80% of the financially excluded live in social housing.

Financial inclusion also means access to money advice and money education – not just access to credit.

Tim Mason, Credit Action
Howard House, The Point, Weaver Road, Lincoln. LN6 3QN  ( 01522 699777

office@creditaction.org.uk       www.creditaction.org.uk
Tim spoke of his own first experience of debt when his son got into difficulties and of others he had since encountered.  In endeavouring to help his son, he realised that training and experience are needed to give the best advice for each individual’s situation.  This has led him to offer part of his time to Credit Action to train to help others.  Credit Action is a Money Education and Advice Charity that produces literature for people in all circumstances to help them better manage their money and also provides a telephone helpline.   

Do contact them for their literature (a full list of their booklets is available) or more information.
John Hopkinson

You will have received John’s slides in the Conference Pack (please contact us if you do not have them)
The aim for Community Development is towards Healthy Communities.  

John emphasised that Community development is about people and people empowered.
There is a need for participation and involvement that leads to positive action including that of community organisations in order to improve the life of the community.  In setting up credit unions, as part of community development, there is a need for the community to be engaged in the process.  There is a need for positive action to address the injustices of financial intuitions – netCUDA credit unions are about ‘Fair Finance for All’ and Shared Wealth – membership of a credit union helps to keep money in the community – ‘recycled’- rather than letting it go out side the community to big organisations and their share holders.
The netCUDA model credit union with its network of collection points throughout a large area and its central administrative HQ facilitates the provision of services for a community by simplifying the job for those running it locally.

Workshop 2 followed looking at applying the netCUDA Model as a vital component of Community Development

Please see Workshop 2 Questions and Responses

53 New Street, Chelmsford, Essex CM1 1AT
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Telephone 01245 496235
email: netcuda@btconnect.com   web: www.netcuda.org.uk
Net Credit Union Development Agency Limited,
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