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3 NLGN Leader Survey Results

In order to test the awareness and interest of local authorities in 
the contemporary issues of financial exclusion and lack of credit 
availability, NLGN conducted a poll of council leaders of upper tier, 
unitary and metropolitan borough councils. The survey was conducted 
during January and February 2010 and responses were received from 
27 Council Leaders, representing more than 17% of upper tier leaders 
in England and Wales.

Figure 1  What type of authority do you lead?
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The results are startling and suggest that there is a far greater willingness 
among elected local authority leaders to take action to tackle the credit crisis 
locally. 

Most council leaders were aware that a minority of their residents were facing 
major problems because of punitive interest rates on some loans, as well as 
an inability to access credit generally.
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Figure 2  What proportion of your local residents are facing major 
problems because of punitative interest rate charges on loans, tougher 
credit terms or an inability to borrow even small sums of money?
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A significant and
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Half of all council leaders felt that the credit crunch was affecting the 
ability of their residents to access unsecured loans and mortgage finance 
– which suggests that these issues are pervasive across a wide range of 
neighbourhoods. The vast majority of council leaders are aware of the 
additional hurdles that have been placed in the way of local people in 
accessing credit, as figure 3 on the following page sets out.

Most revealingly, over 70% of leaders were interested in considering further 
how their council could help residents access basic credit and banking facili-
ties – and while only a couple of council leaders in our survey expressed an 
urgent desire to do far more than at present, the clear majority are thinking 
through the consequences of this social and financial problem and how it 
might shape future council policies and intervention.
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Figure 3  To what degree do you believe the credit crunch and the 
banking crisis nationally affects the ability of local residents to access 
unsecured loans or mortgage finance?
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Figure 4  Which of the following statements best matches your view of 
your council’s current assistance to residents facing financial exclusion?
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One of the most important ways for a local authority to signify its 
commitment to an area of public policy development is for it to select from 
the basket of 198 ‘National Indicators’ as part of the 35 negotiated targets 
chosen between central and local government in the Local Area Agreement 
process. Incredibly, the issue of ‘tackling financial exclusion’ is currently 
absent from the 198 national indicator set, thereby preventing councils from 
choosing this as a negotiated area of joint national and local focus. Despite 
this absence, some local authorities such as Rotherham in South Yorkshire 
have determinedly made it part of their own ‘Sustainable Community 
Strategy’, although this is on a discretionary and localised basis.

Figure 5  If the Local Area Agreement indicators allowed councils to 
opt for a joint target with Government on “tackling financial exclusion 
locally”, would your local authority be likely to select this as one of the 
key 35 agreed objectives in the next round of negotiations?

No

37%

Yes

63%

 
 
 
 
 

Our survey tested the views of council leaders about their attitude towards an 
indicator drawn around the question of ‘financial exclusion’, and our findings 
suggest quite clearly that if this issue were on the table, very many councils 
would be keen to prioritise the matter. Of council leaders expressing an opin-
ion, 63% said they would opt for an LAA target on ‘tackling financial exclu-
sion locally’ if it was an option. At that popular level of preference, it would 
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suggest that an LAA target on financial exclusion could be in the top ten 
of most commonly chosen targets, outranking targets on acquisitive crime, 
smoking, additional homes and participation in sports.18

Not only are council leaders showing a willingness to take the issue of finan-
cial exclusion extremely seriously; many council leaders seem prepared to act 
positively on the matter. Over 85% of council leaders said that they would be 
keen to support new community banking facilities to local residents.

The Chancellor’s Budget statement in March 2010 announced welcome 
measures to extend a ‘right’ to bank account access and a universal service 
guarantee in partnership with banks, although this falls short of a right to 
access credit. We welcome the efforts of the Treasury’s Financial Inclusion 
Champions and note the claim in the Budget that 45 LAAs have alluded to 
support for financial inclusion, though it is unclear how such an achievement 
has been delivered given the absence of a specific indicator on financial 
exclusion. We feel that a clearer commitment to a specific indicator would 
therefore boost this position, from informal support from a minority of coun-
cils, to more formal commitments from the majority.

Figure 6  Assuming there are no legal obstacles, would you be keen 
for your authority to support new community banking facilities to local 
residents?

No

15%

Yes

85%

 
 
 
 

18  ‘ Deal or no deal?’ NLGN Report Appendix 8 page 114 list of LAA indicators by popularity
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The challenge for local authorities seeking to shape the market for credit 
availability poses difficult choices. While a few authorities might be willing 
to act directly and establish their own provision in-house, there was a wide-
spread recognition that a more pragmatic approach may be for councils to 
work in partnership with other non-profit entities in the voluntary sector or 
beyond, as a means of helping improve affordable credit.

Figure 7  Would you prefer your authority’s support for community 
banking to be directly under the auspices and control of the council 
itself of via support for an existing non-profit local banking provider 
such as a credit union?

Indirectly, through 
a third sector non-profit
 credit union of similar

82%

Directly, under the
 auspicies of the

 council itself

18%
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4 Supporting Community Banking: 
facilitating access to affordable credit

Given the positive enthusiasm from Council Leaders in our survey in 
favour of promoting financial inclusion, what are the best options facing 
local government if it wants to rebuild wider access to affordable credit?

Councils have two options if they wish provide personal credit to those 
residents most in need. They can either lend directly using powers already set 
down in legislation, or give support indirectly by supporting the work of non-
profit local lenders such as Credit Unions or CDFIs (Community Development 
Finance Institutions, which offer credit to both individuals and enterprises).

Banking on the council: providing services directly?

Many of today’s councillors and senior officers may not be aware that under 
existing legislation still in force, local authorities have the freedoms available 
to establish savings banks without needing to go through the process of 
becoming regulated by the Financial Services Authority.19 The scope of the 
legislation allows a council to accept deposits from residents and lend the 
contents of the savings pool out to others, thereby enabling the council itself 
to extend a direct line of credit to an individual. Brand recognition and the 
prominent position of the local authority within the community could both 
work in such an institution’s favour. In contrast to high-street lenders whose 
off-balance sheet dealings are beyond comprehension for most people, 
the option of investing with a provider offering simple, easy-to-understand 
services and backed by the local council could exercise a potent appeal.

While there is a sense in many local authorities that the establishment of 
a direct banking service for local residents may be neither a ‘core’ activity 
for the council, nor within the existing skill set available, there are good 
arguments for this option. Councils would be able to control entirely the 
policies and terms of any loan support given to residents, ensuring that 
fair and reasonable terms are available. The relatively favourable legal 

19  Under Article 4 of the Financial Markets and Services Act 2000 (Exemption) Order 2001, local 
authorities which accept deposits are exempted from the need for FSA regulation if the “money 
received by way of deposit is lent to others” 
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framework would mean that council savings-and-loan services could be 
established relatively swiftly, a process less likely if in the hands of third party 
bodies. Many in the local government sector are talking increasingly of the 
“cooperative council” model, which could be extended to local authorities 
replacing the services of the for-profit sector with arrangements under the 
auspices of community control and democratic accountability. Although the 
popularity of councils can sometimes be derided, there is a certain level of 
trust and stability that comes from a solid grounding in the local public sector 
that would give confidence to local residents looking for a safe haven for their 
personal savings or for reliable loans on fair terms. Moreover, the ‘brand’ of 
a local authority is also very strong and pervasive in a locality, which could 
ensure that any new banking service would be able to give instant assurance 
and recognition to potential customers. 

Supporting the growth of non-profit banking in the community

Despite the attractions of direct intervention, many councils may prefer to 
take an ‘arms length’ approach to influencing the market for credit availability. 
An alternative to direct lending by a local authority would be for a council 
to support the activities of existing non-profit providers, or encouraging 
new players to enter the market locally on these terms. There is sometimes 
scepticism as to whether these sorts of organisations have sufficient capacity 
to deliver services to a wide market. However, local authorities have in recent 
years been building alliances with local credit unions and other non-profit 
voluntary providers, offering capitalisation or more practical support such as 
premises from where the credit union might operate.

Supporting non-profit lending institutions can also make sound economic 
sense for the local economy. Figures from both the UK and abroad suggests 
that if conditions are right public investment can have a valuable multiplier 
effect which enables non-profit providers to lever in additional funding from 
elsewhere. The Community Development Finance Association’s Inside Out 
2009 annual report draws a direct link between the lending capacity of 
UK CDFIs and the level of support they currently receive at a regional level 
from Regional Development Agencies. It states that CDFIs in regions with 
the most supportive RDAs tend to have the biggest loan portfolios, and 
that such support is crucial in enabling CDFIs to secure additional funding 
from other sources – without it “CDFIs can face barriers to development”. A 
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comparison is made between the situation in the North West and the North 
East, and it is noted that while NWDA provided 14 times more funding 
than One North East in 2008/09, the regional portfolio of CDFIs in the 
North West was in fact 30 times larger.20 Scope would certainly seem to 
exist for local authorities, or perhaps coalitions of local authorities where 
a non-profit lender provides services across boundaries, to bolster these 
institutions with funding of their own.

In international terms, evidence from the US where there is a much more 
embedded CDFI market, and far more favourable policy environment, 
suggests that if addressed properly there could be enormous potential for 
this type of lender. In 2008 the New Economics Foundation contrasted 
the effects of state investment in CDFIs in the US and the UK, examining 
the amount of external funding CDFIs were able to lever in on top of 
government investment. According to US Department of Treasury figures 
from 2005, every $1 of public money invested through Treasury’s CDFI 
Fund leveraged an additional $27 of external funding. This was set against 
figures released by in the Community Development Finance Association’s 
Inside Out 2007 report which showed that every £1 invested by the 
analogous UK fund of the time, the Phoenix Fund (which was discontinued 
in 2006), leveraged an additional £2.20 from external sources. This still 
represents an impressive 120% mark-up, but the US figures illustrate the 
tremendous impact that effective government support can have.21

It should be made clear that a straight comparison of these figures is not 
possible, as CDFIs in the UK and US operate in very different contexts. 
The New Economics Foundation noted that a variety of factors made 
conditions much more favourable in the US, including the fact that the 
CDFI market was much more established than in the UK, and that US 
CDFIs were heavily involved in housing-related activities meaning they 
were able to balance secured loans with unsecured ones, and option not 
available in the UK. Most significant of all was the role played by the 
1977 Community Reinvestment Act in stimulating the growth of the US 
market, by obliging banks to be transparent about levels of lending in 

20  Community Development Finance Association, Inside Out 2009: The State of Community 
Development Finance (December 2009), p. 20-21
21  New Economics Foundation, A model for funding and supporting CDFIs: Lessons from the United 
States (April 2008), p. 1
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deprived communities, thereby driving partnership arrangements between 
banks and local CDFIs.22

However, while direct comparison of performance cannot be made, the 
overall conclusion made by the New Economics Foundation that unlocking 
the full potential of UK non-profit lenders will require a combination of 
increased funding, aimed at building capacity as well as increasing investment 
capital - and a more supportive legislative environment - is broadly correct.23 
This is a process which will demand input at both central and local levels, 
and clearly local authorities could make a variety of useful contributions to 
support local non-profit lenders. 

Given that there is the potential for non-profit lenders to be operating across 
authority boundaries, partnerships of local authorities may be able to give 
support to local CDFIs on a sub-regional basis. There is some precedent for 
this kind of multi-authority set-up. For example, the South Coast Moneyline 
CDFI works in partnership with 15 local authorities across Hampshire, Surrey 
and Sussex to provide home improvement loans through its Home Trust Loan 
scheme.24

There are other routes local authorities might wish to explore in supporting 
community banking, including possible partnership with the private sector 
but on agreed ‘pro bono’ terms favourable to residents. While the ‘Banking 
On Essex’ model in partnership with Santander may fit broadly into this 
category, some local authorities might do well to talk through their policy 
objectives with the banking sector – or perhaps more appropriately with local 
building societies where they are still in existence – as there could be useful 
deals to be struck of benefit to residents and local businesses. 

Options for council intervention

If a local authority sees that there is a strong case for intervention in order to 
support community well-being, there are four main routes which could be fea-
sibly pursued – and the following table sets out a brief analysis of the ‘pros 
and cons’ of each option:

22  Ibid, p. 3-5
23  Ibid, p. 6-7
24  http://www.hometrustloan.org.uk/Whoprovidesit/Ismyauthoritypartofthescheme/tabid/62/Default.
aspx
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Table 2  Options For Council Intervention

1: Direct Lending

The local authority 
lends directly to 
residents, using already 
existing powers to 
accept deposits 
and offer loans and 
mortgages without the 
need for FSA regulation.

Advantages
•	 Legislation permitting local authorities to undertake such 

lending is already in place.
•	 The council would be able to underwrite losses and 

guarantee deposits.
•	 The council brand could enhance consumer confidence in 

this scheme, encouraging take-up

Disadvantages
•	 External expertise might have to be brought in.

2: Non-Profit 
Partnerships

The local authority 
lends indirectly 
through an existing 
non-profit provider 
such as a local Credit 
Union or Community 
Development Finance 
Institution.

Advantages
•	 Credit Unions and CDFIs provide pre-regulated vehicles 

for personal and business lending with an existing body of 
expertise.

•	 Evidence suggests that public investment can have the 
multiplier effect of enabling such organisations to lever 
additional funding.

Disadvantages
•	 There may be issues with the coverage and brand 

recognition of non-profit organisations.

3: Private 
Partnerships

The local authority 
lends indirectly in 
partnership with a 
private institution such 
as a high-street bank, 
using the well-being 
provisions of the Local 
Government Act 2000. 

Advantages
•	 Private institutions provide pre-regulated lending vehicles 

with considerable capacity and an existing body of 
expertise.

Disadvantages
•	 The terms of lending might be set to a greater degree by a 

private institution looking to preserve capital, which could 
lead to prohibitive rates being set.

•	 Reputational damage in the wake of the credit crunch may 
deter prospective users.

4: Arms-Length 
Institution

The local authority 
sets up an arms-length 
company through 
which to offer financial 
services

Advantages
•	 The local authority would have complete control over the 

services offered and the rates set.
Disadvantages
•	 It is unlikely that this sort of institution would be covered 

by existing FSA exemptions for local authorities, meaning 
it would have to go through the process of becoming 
regulated from scratch.

25

25  Local authorities which accept deposits and lend the proceeds to others are exempted from the 
need for FSA regulation by Article 4 of the Financial Markets and Services Act 2000 (Exemption) Order 
2001. Cover for this sort of activity should also be provided by the well-being provisions of the Local 
Government Act 2000. Article 435(1) of the Housing Act 1985 grants local authorities the power 
to lend mortgages, and Article 2(3)(b) of the Financial Markets and Services Act 2000 (Exemption) 
(Amendment) (No. 2) Order 2003 exempts them for the need for FSA regulation with regard to this.
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5 Councils and credit for local businesses

In June 2009, Essex County Council launched its “Banking on 
Essex” scheme. Using the ‘well-being’ provisions of the Local 
Government Act 2000, the council partnered with a private 
institution, Santander Corporate Banking, in order to provide 
a loan facility for viable small and medium sized businesses 
otherwise unable to access credit.

While the scheme has drawn some criticism from the likes of the British 
Bankers Association, it is notable that the Federation of Small Businesses 
has offered firm support for it. The FSB called for the “Banking on Essex” 
programme to be replicated across the country in August 2009, an appeal 
which was recently repeated in their New Year Message for 2010.

The FSB warned against “a potential monopoly of power being built up 
by high street banks over small firms seeking finance.” They argued that 
mergers, recapitalisation and schemes aimed at stimulating lending by big 
banks were in danger of creating a situation whereby businesses refused 
finance on the high street would have nowhere left to turn. The “Banking on 
Essex” model, where councils act as an alternative source of finance, was 
offered as one potential solution to this problem.26

2009 was undoubtedly a very difficult year for small and medium sized business. 
In its last Monthly Business Survey of 2009 in November, the British Chamber of 
Commerce reported that  the number of businesses saying that they had found 
it more difficult to access finance increased by 13% on June 2009 levels, and 
the number reporting improved access fell by 3%. Moreover, their third quarter 
lending summary sounded a major word of caution despite predictions that the 
economy was making the transition into a recovery phase. The BCC specifically 
stated that “the recovery that is now starting is fragile and vulnerable” and that 
“persistent weakness of bank lending to business poses clear dangers”.27

Furthermore, the Community Development Finance Association has also 
reported that more and more CDFIs have received increasing demand for 
support from businesses who had been turned down by banks. 65% of 

26  Federation of Small Businesses Press Release, FSB warns against high street banks holding small 
business monopoly (9 August 2009)
27  British Chamber of Commerce, Summary 3rd Quarter 2009 (2009)
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respondents to a CDFA survey reported increasing demand for business 
loans, and 69% reported an increase in customers who would have accessed 
mainstream credit sources before the recession.28

While final quarter figures for 2009 illustrate that the UK is now emerging 
from recession, the fact that growth remained low at 0.3% suggests that 
this may well remain delicate for some time to come. The financial crisis has 
demonstrated that if lending is dominated by a specific type of institution 
on the supply-side and few alternative sources of credit exist, this can prove 
restrictive and potentially terminal for some businesses. Local authorities 
undoubtedly have both the power and the prominent position within the 
community to provide such an alternative.

In order to successfully provide loan support for businesses, councils may 
find that they require specialist assistance to safeguard public money, given 
the particular and often unsecured nature of business lending. The Santander 
partnership is a case in point, and many local authorities have been giving 
targeted help to local firms albeit in the form of grants or short-term loans. 
Councils may wish to take care to secure some level of collateral or guarantee 
for their resources in these circumstances, but the judgement on individual 
levels of support should be left to local professional officers and elected 
members, who can in turn be held accountable for the choices they make. 

28  Community Development Finance Association, Inside Out 2009, p. 4
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6  Mortgages and home loan finance

In the first few months of last year, when the housing market was at 
its lowest point, a number of councils across the country looked very 
seriously at the possibility of introducing mortgage lending initiatives 
to stimulate their local housing markets using powers granted to them 
by the Housing Act 1985. Indeed, in Scotland, Dundee City Council set 
up a £5.5 million scheme in March 2009, offering mortgages of up to 
100% to residents looking to purchase council housing stock through 
Right to Buy or on the open market.

There have been recent signs of a pick-up in the mortgage market, with the 
Council of Mortgage Lenders observing that the number of loans for home 
purchase in October 2009 had reached the highest level since the end of 
2007.29 However, the CML urged caution in a December 2009 report, stating 
that despite recent improvements, residential transactions for the year were 
likely to be below the numbers seen in 2008, itself a post-war low, and that 
only a very slight improvement could be expected in 2010.30

In particular, a distinction was drawn between cash sales and mortgage-
financed transactions, with the latter accounting for only 70% of the market. 
The CML concluded that “there can be no certainty that recent levels of 
cash purchase will persist next year [2010]. Our view is that a turnaround 
in mortgage-financed transactions is likely to be a necessary component to 
a recovery in the housing market in the longer-term”.31 The housing market, 
much like the wider economy, therefore remains fragile, particularly given the 
return of stamp-duty in 2010.

In this context, findings by the Resolution Foundation, who have looked at the 
prospects for “low earners”, are notable. Mortgage approvals for this group 
have fallen faster than for others. There were only 8,500 approvals for those 
earning between £10,000 and £20,000 in the second quarter of 2009, 
representing a drop of 84% since 2006. Furthermore, the Foundation went 

29  Council of Mortgage Lenders Press Release, Loans for house purchase at their highest level for 
nearly two years (10 December 2009)
30  Council of Mortgage Lenders, The Changing Nature of Property Sales (11 December 2009), p. 1
31  Ibid, p. 8-10
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on to suggest that the level of deposit sought by lenders effectively excluded 
first time buyers without means of parental support from the market.32

If the pace of mortgage lending in the UK remains slow, there may yet be 
some utility in local authority intervention in the market, to help provide 
some local stimulus and valuable assistance to first-time buyers still 
struggling to gain a foot on the housing ladder. NLGN has published separate 
pamphlets on the potential role that councils might play in offering mortgage 
finance. Councils know their area and have an interest in the stability of the 
local housing market. Without mortgage availability, many regeneration 
schemes – especially in city centres – are at risk of detriment and there 
is therefore a wider economic case to be made for councils to encourage 
mortgage availability. While no local authority would want to see a return 
to 110% mortgage finance, there is a mid-way balance to be struck where 
‘prime’ borrowers are able to secure fair home loans and in turn are able to 
sell and purchase, returning the market to some normality. In contrast to 
business or even personal lending, this form of ‘credit’ availability would offer 
robust assurances to any taxpayers nervous about council lending policies, 
especially because of the security that the loan can obtain on the ownership 
of the premises in question. Collateralised mortgage finance, therefore, would 
seem a prudent and in the longer term potentially beneficial service not only 
for residents but for the wider council taxpayer as well. 

	
	
	
	

32  Resolution Foundation, Closer to Crisis?, p. 13
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Conclusion

The fight against financial exclusion has become more urgent than 
ever before, while businesses and home-buyers have experienced 
severe difficulties over the course of the past year. There has been no 
shortage of interest on the part of local authorities seeking to find 
ways of helping residents who encounter these sorts of difficulties. At 
the height of the credit crunch many councils felt an immediate need 
to respond, and a flurry of initiatives were proposed from councils 
around the country including Essex, Birmingham, Ceredigion, Liverpool, 
Lambeth, Hackney and Portsmouth. However, they have not been 
the focus of central government policy for economic recovery and 
consequently material interventions by councils can seem sporadic 
when viewed from a national perspective.

While the UK economy may be beginning to recover from the very worst 
effects of the credit crunch, the problems that it has left in its wake may be 
with us for some time to come. Financial exclusion is not an issue that will 
be resolved simply by returning the economy to growth, and a great deal of 
effort is needed to ensure that a new generation of victims do not emerge. It 
also remains to be seen whether initial signs of recovery in levels of business 
and mortgage lending are sustained and at what pace. Central government 
has invested an enormous amount of money simply to avoid a full-scale 
depression, and questions remain over what effect the inevitable drawing 
down of assistance will have. On a broader level, the events of the past two 
years have also shown us just how dangerous it can be to allow a select few 
institutions to dominate lending markets.

Local authorities, who deal with the problems caused by the downturn on the 
front line everyday, are uniquely placed to offer interventions which increase 
the supply of credit to those who need it most. There are a number of 
options open to them which ought to be explored. But to fully realise these, 
central government will have to buy-in to the process as well, eschewing 
a ‘top-down’ model of economic support and taking proactive steps to 
encourage positive local action by councils.



Councils and Community Banking30

Recommendations

1.	 The Local Area Agreement process should be reformed so that 
‘tackling financial exclusion’ is an available joint target that 
councils can select from the National Indicator Set. The enthusiasm 
of council leaders in opting for such a key priority, as illustrated by 
our survey in this report, should be welcomed by Ministers as soon as 
possible.

2.	 CLG and HM Treasury should commission a series of pathfinder ‘pilot 
projects’ in partnership with local councils to explore the scope 
for direct local authority banking services, perhaps initially targeting 
areas of greatest need such as those identified in the Financial Inclusion 
Taskforce’s report on ‘Mapping the demand for, and supply of, affordable 
third sector credit’. 

3.	 Mainstream banks should be obliged to provide easier access to 
banking and credit for hard-pressed communities. HM Treasury 
should legislate for the creation of a more community-friendly attitude 
from the banking sector, though a UK equivalent of the American 
Community Reinvestment Act, which could help provide the legal 
environment necessary to support substantial capacity development in 
local non-profit banking facilities. We support the efforts of the Better 
Banking Coalition, an alliance of third sector organisations, in arguing 
for this reform. Alternatively, a more ‘persuasive’ set of incentives could 
be structured to encourage the private sector to support community 
banking activities, perhaps including a tax relief system in proportion to 
the amount of lending actually facilitated.

4.	 HM Treasury should create a ‘community banking capitalisation fund’ 
available for local authorities to draw down resources and in turn help 
provide financial support to local Credit Unions and CDFIs. 

5.	 For those councils interested in establishing partnership or arms-length 
banking services outwith the general fund of the local authority, we 
recommend that Ministers consider amending the FSA approval 
requirement so that the same provisions that apply to council 
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‘in-house’ deposit taking and lending powers would also apply to 
wholly owned and controlled arms length banking institutions. 

6.	 We urge the tripartite economic policy leaders, namely HM Treasury, 
FSA and Bank of England, to launch a joint taskforce with 
the Local Government Association to consider enhancing the 
involvement of local authorities in improving credit conditions and 
combating recession. Such a taskforce could consider how economic, 
fiscal and monetary policy levers might have a more effective impact 
on the front line if there were improved coordination and joint working 
between national and local policy agencies.

7.	 The forthcoming ‘Post Office Banking Consultation’ paper from BIS 
and Treasury should acknowledge the work already undertaken by 
third sector and local authority partners in the roll out of community 
banking services, and ensure that any strategy supplements rather than 
duplicates this work.



The credit crunch has seen the 
withdrawal of credit facilities from 
whole swathes of local residents across 
the country – leaving many households 
unable to bridge the gap between 
paydays, too often forced to turn to 
exorbitantly high-interest-charging 
predatory lenders. More than a third of 
low earners found it harder to borrow 
to finance spending in 2009 compared 
with 2008, and 21% of low earner 
households suffered actual or perceived 
credit constraint in 2009.

Yet the crisis also provides an opportunity 
for policy makers to think afresh about the 
nature of banking provision and whether 
a more diverse set of savings-and-loan 
opportunities should be encouraged by 
governments, both local and national. 

In this paper we explore the potential 
role for local authorities in nurturing a 
community-oriented non-profit banking 
sector and how best councils might 
intervene on behalf of their most needy 
residents. With some studies showing that 
for each £1 invested in tackling financial 
exclusion, over £8 can be realised as 
benefiting the local economy, there are 
hard-headed as well as altruistic reasons 
why councils should grip this agenda. 


