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to exercise a responsible influence on the development of social policies and 
services, both locally and nationally. 

 

The CAB service is independent and provides free, confidential and impartial 
advice to everybody regardless of race, sex, disability or sexuality. 

mailto:info@cas.org.uk
http://www.cas.org.uk/


Citizens Advice Scotland 2 Banking on the Basics 



Citizens Advice Scotland 3 Banking on the Basics 

Table of contents 

Executive summary and recommendations ................... 5 

Key Findings .......................................... 5 

Accessibility ........................................... 6 

Impact ............................................... 7 

Alternatives ........................................... 8 

Recommendations ...................................... 8 

Introduction ......................................... 10 

Background and context ............................... 12 

Summary ............................................ 12 

What is meant by financial inclusion? ....................... 12 

Basic Bank Accounts for financial inclusion ................... 13 

Accessibility of basic banking ............................. 14 

Alternative routes to financial inclusion ...................... 16 

Legislation on bank accounts ............................. 18 

Research on the accessibility of Basic Bank Accounts ........... 18 

Profile of CAB clients and public survey respondents ........... 20 

Public survey respondents and CAB clients ................... 20 

Age and gender: ...................................... 20 

Employment status ..................................... 21 

Housing status ........................................ 21 

Benefits ............................................. 22 

Financial situation ..................................... 23 

Research findings: Basic Bank Accounts ................... 24 

Barriers to Basic Bank Accounts ........................... 25 

Bankruptcy .......................................... 25 

Debt and poor credit history .............................. 28 

No credit history ....................................... 33 

Benefit recipients and Basic Bank Accounts ................... 34 

The case for rural areas ................................. 36 

Marketing of Basic Bank Accounts.......................... 36 

Unbanked by choice .................................... 38 



Citizens Advice Scotland 4 Banking on the Basics 

Good news! .......................................... 38 

Alternatives ........................................ 40 

Alternatives to mainstream banks .......................... 40 

Conclusions and recommendations: ....................... 43 

Appendix 1 ......................................... 45 

 



Citizens Advice Scotland 5 Banking on the Basics 

Executive summary and recommendations 

This research was undertaken following concerns raised by Citizens Advice 
Bureaux across Scotland about access to basic bank accounts for vulnerable 
clients. Some bureaux did report cooperative local bank branches as models of 
good practice, though a number of bureaux clients are unable to access even 
basic banking services due to bankruptcy, debt, and issues with poor credit. This 
research sets out to explore the accessibility of bank accounts for people living in 
Scotland, financial institutions‟ responses to people‟s financial situations, and the 
prospects of financial inclusion. 

 
The report is based on client evidence, responses from a public and adviser 
survey, and literature published by the government and relevant public bodies on 
the issue. The survey, which forms a major part of this study, was conducted 
between December 2009 and February 2010, with more than 400 responses 
received from the general public and over 40 responses from bureaux advisers. 
The survey could be accessed through Citizens Advice Scotland‟s website and on 
Advice Guide‟s „Scotland‟ section. Please see the appendix for further information. 

 

The report also draws on information received from five mainstream banks and the 
Association of British Credit Unions Limited (ABCUL) on their policies and 
practices on opening basic bank accounts, particularly in relation to undischarged 
bankrupts.  
 
The key findings from the research show reasons for the lack of access to basic 
bank accounts, examples of current practices by financial institutions, and the 
implications of not having a bank account. 

Key Findings  

Basic bank accounts were introduced into the UK financial system to increase 
financial inclusion. Subsequently the UK Government and the financial industry 
entered into an agreement with a Shared Goal to halve the unbanked population – 
a goal that was realized in 2009. Bureau evidence and the CAS survey suggest 
that many people, due to their financial circumstances, are still unable to access 
basic banking services.  

Access to bank accounts: CAS public survey respondents: 

CAS‟s public survey respondents were more likely to be between the ages of 25-
59 years though the proportion of 16 to 24 year olds who responded to the public 
survey is comparable to the Scottish population1. Respondents were slightly more 
likely to be in receipt of benefits or tax credits than not. The majority of 
respondents were in debt and or had a poor credit history, while one in eleven 
respondents had no credit history at all. The findings from the public survey are 
as follows: 

                                                
1
 Scottish Household survey 2007 
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 One in ten respondents to the CAS survey did not have a bank account, 
though two thirds of these had tried to access one 

 Almost half had been denied a bank account because of poor credit history, 
a third due to lack of appropriate identity documents, and almost one fifth 
because of current or historic debt with the bank 

 Of those who had no credit history, three in ten did not have a bank 
account, though half had tried to open one. Hardly any of these 
respondents had debts 

 One in four respondents who had become bankrupt through the Low 
Income Low Asset Route to bankruptcy (LILA) had experienced difficulties 
in opening a bank account and a fifth had opened an account with a credit 
union 

 According to the public survey and CAB client evidence, clients who had 
been made bankrupt by creditors found it difficult to access even basic 
banking services as they owed debt to their bank. 

Access to bank accounts, an adviser’s experience:  

CAS adviser survey responses 

 Almost half of bureaux advisers who responded to the survey reported their 
clients experiencing problems opening a basic bank account. A third of 
these advisers state that this was due to an undischarged bankruptcy, while 
a quarter said that the client experienced problems because of poor credit 
history 

  One in five clients had issues opening an account because of having a 
debt with their bank 

 Sixty four percent of advisers who responded reported that their client‟s 
account was closed due to debt with the bank, and 36% said that the 
accounts were closed due to an undischarged bankruptcy 

 Two out of five advisers reported that their clients were unable to open an 
account 

 According to the adviser survey responses most clients who were unable to 
open bank accounts ended up using a family member‟s account to receive 
their wages and /or benefit payments. 

Accessibility 

A number of people are unable to access basic bank accounts because of a poor 
credit history or no credit history, being unable to meet ID requirements, for owing 
monies to a bank, and/or due to a bankruptcy. Though some people choose to be 
unbanked, our research shows that many find it difficult to gain access to a bank 
account, with some giving up all together.  
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Banks hold potential customers to limited ID requirements to comply by the Anti-
Money Laundering regulations. The limits imposed by the banks on the kinds of 
identity requirements considered acceptable is detrimental to vulnerable people 
looking to open an account. Ten of 12 mainstream banks are also unwilling to 
open a basic bank account for undischarged bankrupts, though CAB client 
experience suggests that this is dependent on local branch practices. The 
Accountant in Bankruptcy (AIB) leaves the provision of bank accounts for 
undischarged bankrupts up to the banks‟ discretion.  

Geography and deprivation also affect the accessibility of bank accounts. Clients 
who live in rural areas do not always have access to a large number of banks and 
clients who have debts with their bank at times have been unable to open an 
account in their area and have had to make alternative arrangements. People 
living in deprived areas face similar barriers, due to a lack of services in their area 
and issues with their credit history (or lack thereof).  

Last year the largest bank account related issue brought to bureaux had to do with 
opening bank accounts. 

Figure 1: Bank Account Issues in 2009/10 

 

Impact 

Problems in accessing bank accounts can impact on the receipt of benefits, wages 
and employment opportunities. A number of clients and survey respondents felt 
that they were unable to pursue employment opportunities because of a lack of 
bank account to have their wages paid into.  

Research also shows that access to a bank account makes it easier for people to 
access affordable credit, housing, and  lower utility payments – which leads to 
greater financial inclusion overall. 
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Alternatives 

There are a few alternatives available to those who are unable to access bank 
accounts –though the level of accessibility and the usefulness of these alternative 
accounts are currently limited due to the type of product offered, the geographical 
location of branches, and membership criteria. The alternatives include: 
 

 The Post Office card account (POca) which allows benefits, pensions and 
tax credits to be paid into an account but does not offer everyday basic 
banking services such as cash withdrawals at ATMs and direct debit 
facilities.  Currently at least 93.3% of the Scottish population have easy 
access to a Post Office. Neither the UK Government nor the Scottish 
Government count Post Office card account holders as banked.  

 

   Credit Union Current Account (cuca) is a strong alterative to basic bank 
accounts, particularly as the product is available to undischarged bankrupts, 
people with poor credit and those on low income. The cuca is currently 
accessible to members of the five credit unions in Scotland that offer this 
product. Account holders have access to a VISA debit card, can access 
their cash through ATM machines, can set up direct debits and standing 
orders.  

 

   Grand Central Savings is a charity that offers basic banking services to 
those who are homeless, vulnerable and/or who have poor or have no 
credit history. The charity that formed out of the Big Issue group does not 
have traditional ID requirements and offers face to face customer service 
and assistance with money management. Account holders can deposit and 
take out money from the service location during business hours. ATM 
machine cards and Direct Debit facilities are not available.  

 

   Community Development Financial Institutions (CDFIs) assist people 
who are vulnerable in accessing mainstream banking so that they can 
subsequently access affordable credit.  

Recommendations 

The UK Government needs to ensure that an agenda on financial inclusion is at 
the forefront of their Social Policy agenda until universal financial inclusion is 
realized. It is of concern that people who are financially and socially vulnerable 
continue to find it difficult to access basic banking services because of various 
factors not all of which have to do with legal requirements. To this end the CAB 
service in Scotland recommends that: 
 

    Mainstream banks should ensure that no cost basic banking is marketed to 
people who are vulnerable regardless of their financial situation and that a 
universal access is established allowing undischarged bankrupts and 
individuals experiencing financial difficulties to be able to open and retain 
basing banking products 
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    The UK and Scottish Governments need to support financial institutions 
that offer an alternative to mainstream banks, allowing and encouraging 
these institutions to offer basic banking services 

    The present UK Government needs to ensure that a universal right to a 
basic bank account, as outlined in the 2010 budget presented by the 
previous government, is established. Such a right should not be 
accompanied by conditions that continue to restrict access to basic bank 
accounts for undischarged bankrupts.  
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Introduction 

1. Citizens Advice Scotland and its CAB offices form Scotland's largest 
independent advice network.  Citizens Advice Scotland (CAS) is the umbrella 
organisation for Scotland‟s network of over 80 Citizens Advice Bureau (CAB) 
offices. These bureaux deliver frontline advice services throughout nearly 200 
service points across the country, from the city centres of Glasgow and 
Edinburgh to the Highlands, Islands and rural Borders communities.  
 

2. There are 2,200 volunteers in the service who provide almost 13,000 hours of 
their time each and every week. Paid staff provide a further 15,200 hours of 
work each week in management, support, administration and specialist advice 
work.  

 
3. There are citizens advice bureaux in 30 of the 32 local authorities in Scotland, 

making the network the only independent advice body in the country with truly 
national on the ground coverage.  

 

4. An Ipsos MORI poll in 2009 found that one in five people in Scotland had 
visited a bureau for advice in the last three years. 

5. In 2009/10, bureaux across Scotland dealt with 545,715 new issues, including 
17,848 issues relating to financial products and services - a quarter of which 
concerned bank accounts and Post Office card accounts.  

6. If people applying for a bank account meet the conditions set by the banks 
they „should‟ be „generally‟ allowed to open an account2. Officially only 12% of 
the sixteen mainstream banks accept applications for basic bank accounts 
from people who are undischarged bankrupts – 88% of banks in Scotland may 
not accept these applications. 

7. The Low Income Low Asset (LILA) route to bankruptcy was introduced in 
Scotland in 2008 to help people who had sever debt problems, little income 
and hardly any assets to become bankrupt3. Soon after its inception, 
bankruptcies in Scotland increased by 154% compared to a year before. 

8. According to statistics published by the Accountant in Bankruptcy, 3,139 
awards of bankruptcy were made in Scotland in the first quarter of 2009/10, 
and 60% of these were through the LILA 

9. Last year, bureaux dealt with 15,810 new issues relating to clients seeking 
assistance with debt remedies, of which three out of ten were related to the 
Low Income Low Asset route to bankruptcy. One in five was in relation to 
bankruptcy and one in ten concerned the Debt Arrangement Scheme. 

 
 
 

                                                
2
 www.moneymadeclear.fsa.gov.uk, Leaflet on Basic Bank Accounts, November 2009: p 2 

3
 http://www.scotland.gov.uk/Resource/Doc/174131/0048565.pdf  

http://www.scotland.gov.uk/Resource/Doc/174131/0048565.pdf
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10. This report draws on information obtained through the following: 

  CAB case evidence  

  A public survey and an adviser survey conducted by CAS, with data 
collected from 430 public respondents and 44 advisers (see appendix) 

 Information received through the CAB service in Scotland‟s Debt Focus 
Group4 

 Information gathered from five mainstream financial institutions, the 
Association of British Credit Unions Limited (ABCUL), a Community 
Development Financial Institution, and a charity that offers basic 
financial services.  

11. The aim of this research was to: 

 Assess the accessibility of basic bank accounts for people living in 
Scotland, including CAB clients  

 Provide examples of good and bad practices adopted by financial 
institutions  

 Understand what issues vulnerable people face when trying to open or 
maintain bank accounts. 

 

12. The objectives of the research were to consider: 

 The universality of basic bank accounts 

 The accessibility of basic bank accounts for vulnerable people 

 The experience of individuals with financial difficulties trying to access 
basic bank accounts. 

                                                
4
 Citizens Advice Scotland hosts a Debt Focus Group. Membership of the group consists of 

representatives from CAB across Scotland who work on debt advice issues, sharing their 
experiences, client concerns, and discussing debt related national and local policies. Financial 
organizations are invited to share information at the focus groups, and discuss concerns raised. 
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Background and context 

Summary 

 
13. The UK Government has worked towards increasing financial inclusion 

especially since 2000 with the introduction of the basic bank account. 
Subsequently the Government established a Shared Goal with the financial 
industry to halve the number of the unbanked in the UK5 – a goal which was 
realised late last year. 

14. Even though a considerable amount of policy work has been undertaken to 
increase financial inclusion in the UK universal access to basic banking 
products has still not been realised. 

15. The former UK government had made a commitment to establishing a „right‟ to 
a basic bank account – a commitment that has yet to be adopted by the new 
Government.  

16. The UK Government recognizes that the accessibility of basic bank account 
continues to be an issue. This report seeks to show the effects of banking 
policy and practices on people in Scotland. 

What is meant by financial inclusion? 

17. In 1999 the term financial exclusion was used to refer to people who have 
issues accessing mainstream financial services6. 
 

18. Subsequently, the term „absolute‟ financial inclusion was coined as the 
capacity to access and use appropriate financial services available through 
mainstream, „high street‟ providers7. 

 
19. The Joseph Rowntree Foundation has broken down financial inclusion into 

two parts in their research8; good financial decision making and the 
accessibility of financial products. If financial exclusion is the opposite of 
financial inclusion, its hallmarks are poor financial decision making due to 
resource constraints or a lack of financial education, and the inaccessibility of 
bank accounts and other financial products. 

 

20. Financial inclusion is transitory9 - people affected by their financial 
circumstances, such as becoming bankrupt or having debt, are at risk of 
becoming financially excluded. However those who find themselves in good 
financial circumstances benefit from increased access to services. 

                                                
5
 HM Treasury, UK Government Pre Budget Report 2004, Chapter 5, p 100 

6 European Commission: Directorate-General for Employment, Social Affairs and Equal 

Opportunities 
Inclusion, Social Policy Aspects of Migration, Streamlining of Social Policies, Financial Services 
Provision and Prevention of Financial Exclusion, 2008; p 9  
7
 Ibid, p10 

8
 Lavinia Mitton, Financial Inclusion in the UK, Joseph Rowntree Foundation, 2008;p 1  

9
 Ibid, p 24 
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21. With gains made in financial inclusion, and the evolution of services, access to 

a bank account or electronic financial capability has become imperative to 
cost effectiveness, the payment of wages, and for receiving benefit monies. 
The concern is that those who are unable to access financial products such as 
bank accounts are even more excluded than before10. More people are able to 
access a bank account than ten years ago, though those who are unable to 
access a bank account in 2010 are now more excluded as current government 
initiatives are unable to encourage banks to take them on as their customers. 

 
22. According to the European Commission, and compared to the rest of Europe 

including the Accession 8 countries,(those in East and Central Europe who 
joined the EU after 2004), the UK is now in the medium low level of financial 
exclusion with 3 to 8% of people unable to access basic banking services11 . 
The proportion of people without a bank account in Scotland in 2007/08 stood 
at 5%, though this does not include the 4% who did not state whether they 
had access to a bank account12.  

Basic Bank Accounts for financial inclusion 

23. The basic bank account is important for combating unemployment, gaining 
housing, and benefitting from discounts offered to those who pay by direct 
debits versus cash payments13. 

 

24. Basic Bank Accounts were introduced into the UK banking system in 2000 to 
increase financial inclusion14. The basic bank account is a simple product that 
eliminates financial risks for banks, allows vulnerable clients to access 
mainstream financial services and increases financial management. 

 
25. It does not offer overdraft facilities and interest payments to account holders, 

though it does allow clients to access their money at bank machines, at a Post 
Office, to pay bills by direct debit15 and to build a financial history with their 
bank so that they can in the future, if they wish, gain access to an increasing 
number of financial products. 

                                                
10

 Financial Inclusion Taskforce, Fourth Annual Report on Progress Towards the shared goal for 
banking. p 10; Lavinia Mitton, Financial Inclusion in the UK, Joseph Rowntree Foundation, 2008;   
p 55 
11 Commissioned by the European Commission: Directorate-General for Employment, Social 

Affairs and Equal Opportunities 
Inclusion, Social Policy Aspects of Migration, Streamlining of Social Policies, Financial Services 
Provision and Prevention of Financial Exclusion, 2008; p 34 
12

 The Scottish Household Survey Annual Report 2007/08 
http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf, 
13 Commissioned by the European Commission: Directorate-General for Employment, Social 
Affairs and Equal Opportunities 
Inclusion, Social Policy Aspects of Migration, Streamlining of Social Policies, Financial Services 
Provision and Prevention of Financial Exclusion, 2008, p 54 
14

 National Consumer Council, Basic Banking: Getting the First Step Right, 
www.transact.org.uk/core/core_picker/download.asp?id=418   
15

 Directgov, Types of Bank Account, 
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/ManagingMoney/BankAccountsAndBankingPro
ducts/DG_10035164 

http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf
http://www.transact.org.uk/core/core_picker/download.asp?id=418
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/ManagingMoney/BankAccountsAndBankingProducts/DG_10035164
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/ManagingMoney/BankAccountsAndBankingProducts/DG_10035164
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26. Moreover the UK and Local Governments now pay benefits into a bank 

account or Post Office Card Account16. Recipients who are unable to open 
either account or those who are unable to manage their bank account have to 
get in touch with their benefits office or HMRC and if agreed are paid by a 
cheque that can be cashed at a post office or paid into a bank account17.  

Accessibility of basic banking 

27. Under the former Banking Code banks were instructed to assess whether a 
potential customer is best served by a basic bank account and offer such a 
basic account if a person asks for one and meets the conditions set out by the 
bank18. This banking code was dissolved as of November 2009 and broken up 
into two parts where the lending aspect of the code is the responsibility of the 
Lending Standards Board and bank business, including opening bank 
accounts, is the responsibility of the Financial Services Authority19. 
 

28. In October 2009 the then UK Government announced that the „Shared Goal‟ 
to halve the number of people without bank accounts (including savings 
accounts) had now been reached and as of 2007/08 890,000 adults in the UK 
did not have a bank account20.  
 

29. Since 2005 the Financial Inclusion Taskforce has been in charge of evaluating 
whether the „Shared Goal‟ to halve the number of people without bank 
accounts has been reached21. In 2007/08, based on an analysis conducted by 
the Personal Finance Research Centre, the taskforce decided not to consider 
Adults who „did not say‟ whether they had access to a bank account as 
unbanked. The research showed that the original measure may have been 
over representing the number of adults who are unbanked, as adults were 
less likely to choose not to state whether they had a bank account as they 
grew older22. The new measure however may be under representing the 
unbanked as some people who „did not state‟ may actually be unbanked. 
According to the Financial Inclusion Task Force‟s report, including the „did not 
state‟ category in the analysis would increase the number of unbanked 

                                                
16

 Lavinia Mitton, Financial Inclusion in the UK, Joseph Rowntree Foundation, 2008;p12. Directgov, 
How benefits and pensions are paid, 
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/Beginners
GuideToBenefits/DG_10021388 
17

 Adviceguide, Benefits – In Scotland. 
http://www.adviceguide.org.uk/scotland/your_money/benefits/payment_of_benefits_and_tax_credit
s.htm  
18

 http://www.bba.org.uk/media/article/banking-code-2008-in-pdf-format  
19

 FSA press release, http://www.fsa.gov.uk/pages/Library/Communication/PR/2009/053.shtml  
20

 HM Treasury, Progress towards the shared goal on access to bank accounts, October 19, 2009 
21

 The National Archives, Financial Inclusion Taskforce. 
http://webarchive.nationalarchives.gov.uk/20100104214853/hm-treasury.gov.uk/fit_index.htm  
22

 Financial Inclusion Taskforce, Fourth Annual Report on Progress Towards the shared goal for 
banking. p 3 

http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/BeginnersGuideToBenefits/DG_10021388
http://www.direct.gov.uk/en/MoneyTaxAndBenefits/BenefitsTaxCreditsAndOtherSupport/BeginnersGuideToBenefits/DG_10021388
http://www.adviceguide.org.uk/scotland/your_money/benefits/payment_of_benefits_and_tax_credits.htm
http://www.adviceguide.org.uk/scotland/your_money/benefits/payment_of_benefits_and_tax_credits.htm
http://www.bba.org.uk/media/article/banking-code-2008-in-pdf-format
http://www.fsa.gov.uk/pages/Library/Communication/PR/2009/053.shtml
http://webarchive.nationalarchives.gov.uk/20100104214853/hm-treasury.gov.uk/fit_index.htm
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(including savings accounts) adults by almost a million23. As a result the target 
of halving the unbanked to 1.4m adults24 would still need to be reached.  

30. In Scotland the number of households without a bank account has almost 
been halved from 8% of households in 2002 to 5% in 2007/08, though only if 
we exclude households that „did not state‟ whether they had a bank account25.    

 

Table 1: Unbanked in the UK vs. Scotland26 

 
UK     Scotland   

Year 

%  of 
Households 
without a 
bank 
account 
(including 
savings), 
excluding 
did not 
state  

% of 
Households 
without a 
bank account 
(including 
savings), 
including did 
not state  Year 

%  of 
Households 
without a 
bank account 
(including 
savings), 
excluding did 
not state  

% of 
Households 
without a 
bank 
account 
(including 
savings), 
including did 
not state  

2002/03 6% 7% 2002 8% 12% 

2005/06 3% 5% 2005 5% 9% 

2006/07 3% 5% 2006 6% 9% 

2007/08 3% 5% 2007 5% 9% 

 
31. The number of adults without a transactional bank account (a current or a 

basic account) stood at 1.75 million in 2007/08 (though almost 1 million did not 
wish to state whether they had access to a transactional account)27. Access to 
transactional banking has increased since 2002/03 and the number of 
unbanked in this regard has been halved as well if we do not include the „did 
not state‟ group. Regardless, the figures on access to transactional bank 
accounts suggest that everyday banking services remain harder to access 
compared to bank accounts (including savings accounts) in general. 
 

32. The Financial Inclusion Taskforce suggest that there may be unwillingness by 
the unbanked to engage with retail banks. However, they also agree that 
those who remain unbanked may be encountering greater difficulties in 
accessing bank accounts28. 

 

                                                
23

 Ibid., p 4 
24

 Ibid.,p 1 
25

The Scottish Household Survey Annual Report 2007/08 
http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf, p 66 
26

 Statistics have been taken from: Financial Inclusion Taskforce, Fourth Annual Report on 
Progress Towards the shared goal for banking, October 2009 and The Scottish Household Survey 
Annual Report 2007/08 http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf 
27

 Financial Inclusion Taskforce, Fourth Annual Report on Progress Towards the shared goal for 
banking; p 4 
28

 Ibid; p10 

http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf
http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf
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33. In Scotland one in five households in the 15% most deprived data zones did 
not have a bank account in 2007/0829, compared to the Scottish average of 
one in ten30. According to the Financial Inclusion Taskforce currently four out 
of five unbanked households in the UK are found in the bottom four income 
deciles31.  

 
34. Glasgow, Inverclyde, Dundee, West Dunbartonshire and North Ayrshire have 

the highest share of the 15% most deprived areas in Scotland.32 In these local 
authorities more than one in ten households either do not have a bank 
account or refuse to say whether they have one or not33. These figures can be 
compared to a city like Edinburgh where 11%34 of local areas are classified as 
the15% most deprived and where 95%35 of households have access to a bank 
account.  

 
35. There is concern that in a market based economy, financial services providers 

have focused on commercially attractive clients and products over vulnerable 
clients who initially have little to offer in the way of monetary investment36. The 
European Commission Directorate-General for Employment, Social Affairs 
and Equal Opportunities refer to lower financial services being found in higher 
areas of deprivation with fears that Corporate Social Responsibility adopted by 
financial services providers is not always used as a tool to financially include 
people, but more to promote a positive image or to capture the „profit 
interesting‟ part of the marginally banked37. 

 

Alternative routes to financial inclusion 

36. The Post Office, credit unions, Community Development Financial Institutions 
(CDFIs) and charities like Grand Central Savings, who offer basic banking 
services to those who are most vulnerable all provide alternative routes to 
financial inclusion. Their services however are limited due to the products 
provided, geographical reach and/or eligibility criteria.  

 

                                                
29

 does not exclude the 5% refused to say whether they had any kind of account including credit 
union and post office account 
30

 The Scottish Household Survey Annual Report 2007/08 
http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf, p 66 
31

 Financial Inclusion Taskforce, Fourth Annual Report on Progress Towards the shared goal for 
banking; p5 
32

 Scottish Index of Multiple Deprivation: 2009 General Report 
http://www.scotland.gov.uk/Publications/2009/10/28104046/3  
33

 The Scottish Household Survey Annual Report 2007/08, tables 
34

 Scottish Index of Multiple Deprivation: 2009 General Report 
http://www.scotland.gov.uk/Publications/2009/10/28104046/3  
35

 The Scottish Household Survey Annual Report 2007/08, tables 
36 Commissioned by the European Commission: Directorate-General for Employment, Social 
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Table 2: Banking facilities uptake by households (Scotland): 2007/0838    

Type of account 
15% most deprived               
data zones Scottish Population 

 
Bank Account 79% 90% 

Building Society Account 14% 27% 

Credit Union Account 4% 3% 

Post Office Card Account 16% 8% 
Base: 18,689 for most deprived data zones; 21,786 for all in Scotland 

 

Post Office card account: 

37. The Post Office card account (POca) is currently the main alternative for 
benefit recipients who do not have access to a bank account or who prefer 
receiving their benefit monies in a separate account. The account does not 
cater to wages or any other source of income, does not offer any direct debit 
facilities or bank cards. It is not a bank account and even though it offers the 
most basic facility for vulnerable people it does not lead to the same kind of 
financial inclusion as a bank account.  

38. In the Treasury Select Committee‟s report Banking for the Unbanked39  ,the 
Committee refer to evidence received from the Post Office network that  1.2 
million people in the UK who have a Post Office card account and are 
otherwise unbanked40. The Committee recommended41 that the barriers to 
opening accounts be identified and that certain rules be made more flexible 
such as identity requirements. For example a person who currently has a 
POca could use this as proof of identity to meet the requirements set out by 
mainstream banks. The Committee also recommended investment in 
community based organisations to provide support in opening and maintaining 
basic bank accounts. 

Credit Union Current Account: 

39. Five credit unions in Scotland now offer a current account42. The account 
allows members to access cash through ATMs, provides direct debit and 
standing order facilities and with a chip and pin card account holders can 
make online purchases as well. Each credit union sets its own fees for the 

                                                
38

 The Scottish Household Survey Annual Report 2007/08 
http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf, p 66 
39

 Treasury Select Committee, Banking for the Unbanked, 
http://www.publications.parliament.uk/pa/cm200506/cmselect/cmtreasy/1717/1717.pdf,   
40

 Ibid.,p 53 
41

 Ibid 
42

 Association of British Credit Unions Limited (ABCUL) briefing for CAS 

http://www.scotland.gov.uk/Resource/Doc/282618/0085510.pdf
http://www.publications.parliament.uk/pa/cm200506/cmselect/cmtreasy/1717/1717.pdf
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account. The credit union contacts the account holder if they are at risk of 
incurring charges on their account. 

40. According to the Scottish Household survey 2007-08 only one in thirty 
households in Scotland have a credit union account43, even though three in 
five people in Scotland are eligible for one44. 

Grand Central Savings: 

41. Grand Central Savings is an independent charity that offers financial services 
to vulnerable people who are unable to access mainstream banking services 
including homeless people, ex-offenders, asylum seekers, people with a 
disability, and people with addiction problems45. Clients are able to receive 
money into an account from which they can withdraw different denominations 
within opening hours. There is no card facility with this account. There are no 
stringent ID requirements though procedures and processes are in place so 
that the system is not abused and that any individual‟s account is safe and 
secure.  
 

42. The charity which started off in Glasgow in early 2008 now has a branch in 
Greenock and is looking to expand services to other areas where possible. 
The client base is restricted by geography due to the way the financial 
services are accessed. 

Legislation on bank accounts 

43. In France and Belgium legislation was introduced in 1998 and 2003 
respectively to ensure that every citizen or resident can have access to basic 
banking services46. 
 

44. In its 2010 budget47, the previous UK Government announced that it would 
introduce legislation on a universal right to a bank account, with conditions. 
The new Government‟s budget announcement has not made a similar 
commitment. 

Research on the accessibility of Basic Bank Accounts 

45. The shared goal between the UK Government and banks has been achieved 
as of October 2009, yet a number of people are still unable to access basic 

                                                
43
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 Association of British Credit Unions Limited (ABCUL) briefing for CAS 
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banking services. The UK Government and a number of parliamentarians 
recognize that the accessibility of basic bank accounts continues to be an 
issue and this report seeks to show the effects of policy and practices on 
people in Scotland. 

46. This report is based on client evidence, responses from a public and adviser 
survey, and literature published by the voluntary sector, the Government and 
relevant public bodies on the issue. The survey, which forms a major part of 
this study, was conducted between December 2009 and February 2010, with 
430 responses received from the general public and over 44 responses from 
CAB advisers. A copy of the survey is in Appendix 1.The survey could be 
accessed online through Citizens Advice Scotland‟s website and on Advice 
Guide‟s „Scotland‟ section. Paper copies were available at bureaux across 
Scotland. 

47. For the purposes of this research CAS contacted most mainstream banks in 
Scotland to find out more about their policies towards opening basic bank 
accounts. A majority of banks did respond to the questions posed. A list of 
these questions is available in Appendix 1. 
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Profile of CAB clients and public survey 
respondents 

Public survey respondents and CAB clients 

48. The public survey sought views on the good and bad experiences of people in 
opening bank accounts. A variety of responses were received, from people 
and CAB clients of different financial backgrounds, age and financial 
situations. Evidence from bureaux across Scotland is based on clients in 
difficult financial situations, including those who are bankrupt, are about to 
bankrupt, have poor credit histories and have debt.  

Age and gender: 

Figure 2: Age and gender distribution 

 
Base: Scottish Household Survey 2007/08 24,613; CAB client profile 3,273; CAS public survey 333 

49. A majority of the respondents to the CAS public survey were between the 
ages of 25-59, though a considerable proportion of 16 to 25 year olds also 
responded to the survey. The latter age group generally experienced 
problems in opening bank accounts because of a lack of the required identity 
documents and/or because they had no credit history. 

50. The proportion of pensioners responding to the public survey was quite small 
in comparison to the Scottish and CAB average and is most likely due to the 
fact that most of the responses were received through the online survey. 
 

51. The gender proportions of the public survey respondents are comparable to 
the Scottish Household survey figures for 2007/08 and the CAB client profile. 
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Employment status 

Figure 3: Employment 

 

Base: Scottish Household Survey 24,613; CAB client profile 3,273; CAS survey 330 

52. Public survey respondents were just as likely as the Scottish population to be 
in employment unlike CAB clients who were less likely to be in employment.  

Housing status 

53. CAS public survey respondents were not asked about their housing status 
however CAB clients are more likely to be in a single adult, single parent, and 
small family household than the general Scottish population. Single adults and 
small families also make up more than a quarter of all unbanked households.  

       Figure 4: Housing Status 

 

Base: Scottish Household Survey 24,613; CAB client profile 3,273 
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Figure 5: Access to bank accounts per household 

 

Base: Scottish Household Survey 24,613 respondents 

54. Figure 5 also includes the proportion of the Scottish population that „did not 
state‟ whether or not they had a bank account. Respondents who did not state 
whether they have a bank account do not necessarily have one and may have 
experienced problems in trying to access financial products but do not wish to 
provide information.  

Benefits 

Figure 6: In receipt of benefits or tax credits 

 

Base: CAS survey 328 respondents 
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55. CAS public survey respondents were also slightly more likely to be in receipt 
of benefits and tax credits than not at all. Benefits are now preferred to be paid 
into some sort of banking account. Where people do not have access to a 
bank account, they have in the past been encouraged by bureau advisers to 
open a Post Office card account that only receives benefit payments. Post 
Office card accounts are not considered to be a „complete‟ substitute for a 
bank account due to the limited services offered. 

Financial situation 

Figure 7: Public survey respondents - financial situation 

 

Base:  CAS survey 312 respondents 

 

56. Survey respondents were allowed to choose multiple responses and there is 
overlap in the financial situations they most identify with. 
 

57. Of the CAS public survey respondents that identified with the options 
provided, most were likely to be in debt and/or have a poor credit history. A 
poor credit history is usually tied to debt issues and a number of clients would 
have selected both as being their financial situation. Some respondents with 
poor credit histories may have paid off their debt but still be in the process of 
rectifying their credit history, while others may have become bankrupt.  

 

58. One in eleven respondents identified themselves as having no credit history at 
all.  

 
59. This survey was open to the public and the number of respondents who 

identified themselves as bankrupt is comparable to the levels of bankrupts 
within the Scottish population overall. 
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Research findings: Basic Bank Accounts 

60. Client evidence shows that those who have poor credit because of past debt 
issues and financial instability are at risk of becoming the unbanked. While 
those who have no credit history find this a barrier to attaining a bank account.  
 

61. According to the CAS public survey, the CAS adviser survey and CAB 
evidence: 

 Many people who now have bank accounts found the process of 
opening one difficult. Some clients did have good experiences from the 
start though this group is much smaller in proportion to those who have 
had problems 

 Some have no bank account because their accounts have previously 
been closed by a bank because of debt owed 

 Others have tried to open basic bank accounts specifically but have 
been denied on the basis of poor credit or for having no credit history at 
all  

 People are unable to access an account due to a lack of appropriate ID  

 Many have to rely on their local branch practices on opening or 
retaining bank accounts for bankrupts. Some have had issues 
accessing basic banking services even after being discharged 

 Several have quit their bank account and opened a post office card 
account to receive benefits and tax credits because of the issues they 
experienced as customers of a bank. 

62. The current figure of Scottish Households without a bank account is 5% 
however a further 4% „did not state‟ whether or not they had one and therefore 
could be unbanked as well. According to the CAS public survey one in ten 
respondents state that they definitely do not have a bank account.  

Figure 8: Banked? 

 

Base: Scottish Household Survey 21,787; 15% most deprived 3,097; CAS survey 429 
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63. A third of advisers who responded to the CAS adviser survey stated that their 
clients had difficulty opening a basic bank account because of an 
undischarged bankruptcy. A quarter reported poor credit ratings and a fifth 
stated that the difficulty was caused by a lack of ID or debt with a bank. Two 
fifths of advisers reported that their client was unable to open a bank account 
at all, and as a consequence, over 40% stated that their client either opened a 
post office card account or used a family member‟s account. Three in five 
advisers had clients whose basic bank account had been closed, mostly 
because of debt issues. 

Barriers to Basic Bank Accounts 

64. There are a number of reasons for being unbanked, some may choose not to 
access a bank account, and others are barred from using one48. If people are 
unable to access bank accounts because of bank behaviour or practices they 
are forcibly put in a position where they are financially and socially 
disadvantaged. Access to bank accounts increases access to mainstream 
affordable credit, employment, money management, and savings initiatives. It 
also decreases household bills which can then be paid through direct debits 
(electricity and gas is cheaper for people who pay through direct debits versus 
those who use a pre payment meter).  

 
65. People with financial concerns or a lack of financial history appear to be 

viewed as a liability by the banks they approach and even if they meet the 
basic requirements for opening a bank account their application is at risk of 
being rejected. 

 

66. All banks have to comply with anti-money laundering regulation and ID 
requirements for opening an account have been set accordingly. Vulnerable 
people often do not have access to such documents and although some 
banks are sympathetic to this, if someone is unable to meet alternative ID 
requirements as well then they will have difficulties opening a bank account. 

Bankruptcy 

67. The Low Income Low Asset (LILA) route to bankruptcy was introduced in 
Scotland in 2008. Soon after its inception, bankruptcies in Scotland increased 
by 154% compared to a year before. 

68. According to the latest Scottish Insolvency statistics released by the AIB for 
the 4th quarter of 2009, seventy seven percent of bankruptcy awards for 
debtor applications were for those who applied through the LILA route. CAS 
had advocated for a route to bankruptcy for vulnerable clients with 
unsustainable debt and welcomed its introduction in 2008. However, the 
increase in insolvencies for the most part of 2008 resulted in the realisation of 
the fear that those becoming bankrupt would face barriers to opening bank 
accounts.  

                                                
48

 Lavinia Mitton, Financial Inclusion in the UK, Joseph Rowntree Foundation, 2008;p 24 
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69. Most banks contacted for this research advised that their policy is to close the 
account of a customer who has become bankrupt, while one mentioned that 
they would „consider‟ opening a bank account for a discharged bankrupt as 
long as the legal requirements have been met.  

From CAB case evidence: 

A West of Scotland CAB reports of two clients who 
became bankrupt under the LILA route to bankruptcy and 
had their existing current accounts frozen by the bank. 
These accounts had been used to receive welfare 
benefits. For one of the clients it took three weeks to 
resolve the issue and only a letter from the Accountant in 
Bankruptcy‟s office was effective. The client had to borrow 
money to feed her family. Most of the banks they had tried 
would not open an account for these clients. 

An East of Scotland CAB reports of a client who applied 
for sequestration under the LILA route to bankruptcy and 
has subsequently received a letter from her bank stating 
that they had been contacted by the Accountant in 
Bankruptcy and would be freezing her account as a result. 
The bank invited her to open a new account, however, on 
further contact she was advised that she could not in fact 
open one. The client needs an account for her wages to 
be paid into. 

An East of Scotland CAB reports of a client who opened a 
basic bank account before becoming bankrupt to receive 
her and her partner‟s wages. The client has now become 
bankrupt and the account has been frozen by the bank.   

70. CAB advisers have been able to advise clients to sort any financial 
arrangements prior to becoming bankrupt. This has allowed a number of 
undischarged clients to retain basic bank accounts with banks they do not 
have any financial history with.  

From CAB case evidence: 

A North of Scotland CAB reports of several clients who, 
before going through the LILA route to bankruptcy, applied 
for and had no problems opening a basic bank account. 

 

From CAS public survey: 

A respondent made bankrupt through the LILA route 
advises: “I have not had any bad experience opening bank 
accounts.” 
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71. Even with a lower number of clients who are undischarged bankrupts and 
have difficulties opening a basic bank account, mainstream banks still reserve 
the right to close or deny a bank account to people with undischarged 
bankruptcies. In some cases discharged bankrupts have also experienced 
problems in re-accessing bank accounts. 

From CAB case evidence: 

A North of Scotland CAB reports of a young client who is 
an undischarged bankrupt and has been denied a basic 
account by two local banks. She is unable to have her 
wages paid into a bank account and is finding it difficult to 
make bill payments as a result. 

A West of Scotland CAB reports of a client who became 
bankrupt and was advised by her bank that she would be 
downgraded to a basic bank account. The client was 
happy with this but has now been told that her account is 
being closed altogether and that she may not bank there 
any longer. The client has tried other banks and building 
societies but has been refused due to the undischarged 
bankruptcy. The Post Office account won‟t be of use as 
she needs her wages paid into the account. 

A North of Scotland CAB reports of a client with multiple 
debt. The CAB assisted the client in completing her 
application for bankruptcy and advised her to open a new 
bank account as soon as possible. The client was advised 
to get bank account details to complete her bankruptcy 
form. The client approached two banks both of whom 
refused her a new bank account. The first refused her 
based on her impending bankruptcy and the other for not 
having valid ID.  

A West of Scotland CAB reports of a client who is a 
discharged bankrupt and has issues with opening a bank 
account. Every application that the client has made for a 
basic bank account has been rejected. The client has a 
new job and needs an account for his wages to be paid 
into. He has been told by banks that they do not need to 
accept him as a customer.  

A West of Scotland CAB reports of a vulnerable client in 
employment. The client‟s bank was charging excessive 
bank charges leading her to close her account. She has 
taken money out of her pension to pay off her debts but 
was sent a non cashable cheque which she has to deposit 
into an account. The client has tried to open an account 
with three local banks but has been refused each time. 
The client fears that this may be because of a discharged 
bankruptcy. 



Citizens Advice Scotland 28 Banking on the Basics 

From CAS adviser survey: 

A South of Scotland bureau adviser states that in his area 
“there are only two banks who do not close basic bank 
accounts automatically when a client becomes bankrupt” 

72. Clients with trust deeds and those on the Scottish Government‟s Debt 
Arrangement Scheme are also at risk of becoming unbanked because of their 
financial situation. 

From CAS public survey: 

“[Our Bank] is closing our bank account because of DAS 
(debt arrangement scheme)…we‟ve been given four 
months to look for a new one”  

 

From CAB case evidence: 

A West of Scotland CAB reports of a client who entered 
into a Trust Deed and subsequently opened a basic bank 
account for his wages to be paid into. The bank was 
aware that he was in a trust deed but since then he has 
received a letter telling him to withdraw any funds and 
close his account as soon as possible.  

Debt and poor credit history 

73. People with debt and a poor credit history, even though they meet the legal 
requirements for opening a basic bank account, are often unable to do so. 
 

74. Those who have bank accounts are not immune to problems in accessing 
bank accounts, with a number reporting being denied an account or 
experiencing difficulties trying to open one because of a poor credit history. 

 

From CAB case evidence: 

A North of Scotland CAB reports of a client who has 
multiple debts, including debt with his current bank. The 
client tried opening basic accounts at two local banks he 
has no history with and was refused.  He tried to open an 
account with an online bank but was declined again. He is 
now having his wages paid into his son‟s account.    
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Figure 9: Respondents with poor credit history 

 

Base: CAS public survey respondents 90; comments on problems or no problems: 53 

 

75. Clients who are unable to open a bank account are often in a financially 
vulnerable situation where they are struggling to repay their debts and make 
bill payments, while being unable to receive wages, tax credits and benefit 
payments into an account.  

From CAB case evidence: 

An East of Scotland CAB reports of a client who has a 
disability and multiple debts. The client has tried to open a 
basic bank account with at least 9 local banks and has 
been declined by all and is now having to travel to 
Edinburgh to complete applications for bank branches 
there. The client is unable to receive his pension without a 
bank account and is subsequently having a hard time 
paying his creditors. The client is frustrated and in worse 
health because of the situation. 

A West of Scotland CAB reports of a client who is having 
difficulty opening a bank account which she needs in order 
to make debt payments to her creditors who expect direct 
debit payments to be made. The client is worried and 
upset as the payments need to be made by a set date. 

76. Clients and CAS public survey respondents were more bewildered about not 
being able to open a basic bank account when they don‟t owe any monies to 
the bank.  
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From CAB case evidence: 

An East of Scotland CAB reports of a client with multiple 
debt issues who was made redundant in 2008. The client 
was advised to open a new basic bank account with a 
bank she does not have a debt with. The client has tried 
and has been declined a basic account even after 
regaining employment.  

 

From the CAS public survey: 

 “Failed a credit check for a basic account with no 
overdraft/visa or even a bank card…” 

“I tried to open a second account with (two banks), I was 
refused by both but given no reason. It was very 
frustrating as, regardless of my credit rating, I have a full 
time job and just required an account to have my wages 
paid into!” 

 “They were not interested in seeing your credit file or 
hearing (about your) circumstances, credit search 
completed by computer and when (it was) declined no 
interest. All we are after is a current account with a debit 
card, no overdraft, no cheque book but they still showed 
no interest.” 

77. Debt and credit rating issues can become problematic for the household as 
well, particularly where joint accounts are in use. Using a household 
measurement for the accessibility of bank accounts (similar to the Scottish 
Government‟s Household survey) becomes inaccurate for the purpose of 
measuring access to a service when households become unbanked and there 
is no alternative available to either partner.  

 

From CAB case evidence:  

A North of Scotland CAB reports of a client with multiple 
debts.  Although the client has a joint account with her 
partner and no debts owed to the bank she was refused a 
basic bank account following a credit check. The adviser 
at the bank suggested that her partner open a new 
account with them and then remove his name from the 
joint account, leaving the client with an account in her 
name only. Her partner applied for a new account and was 
declined as he is now linked to the client through their joint 
account.   
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From CAB case evidence: 

A West of Scotland CAB reports of a client who is trying to 
open a basic bank account. Her credit rating shows that 
bad cheques were passed by her and her husband last 
year from a previous account that was closed as a result. 
The client has left her husband because of marital abuse 
and is paying off an overdraft for their old account. The 
client wants to get back to work and is unable to do so 
because of a lack of bank account. The client has a Post 
Office card account to receive her benefit payments. 

78. Another concern with household based surveys is that it may capture some 
unbanked people as banked. If there are issues in the relationship – each 
person in the household may be looking to access their own personal account 
to cater to their financial needs.  

From CAS public survey: 

“I tried to open another current account with the bank that I 
presently have a current account with. The reason for this 
was that my partner has an alcohol and gambling problem 
therefore I wanted another account which he wouldn‟t 
know existed for obvious reasons. This was denied…” 

79. Access to bank accounts is transitory, dependent on a person‟s financial 
history.  People can either suddenly gain access to banking services after 
years of trying due to a positive change in finances or lose their account due 
to a sudden negative change in financial well being. 

80. One of the banks we contacted did state that they would offer to downgrade 
an account if they think a customer may benefit from this due to financial 
issues– though it is left to the customer to accept a down grade or stay with 
their current account. According to responses from the CAS public survey, this 
may not be an option available to everyone experiencing financial difficulties. 

From CAS public survey: 

“I lost my job and had debts with the bank. They closed 
down my accounts (and) I was left with no bank account. I 
was advised to go to certain banks and they would give 
me …a basic account which was what I wanted anyway – 
I tried and was refused due to my credit rating – I have 
now given up” 

“I had a cheque (from a) £31,000 inheritance to open an 
account - that probably made opening an account easy. 
As previously I have always been refused, so life was 
made very easy at the bank - they couldn't have been 
more pleasant and helpful" 
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81. Being denied a bank account because of a poor credit history is especially 
hard hitting for clients who have acquired employment or are in the process of 
looking for work. A majority of employers require bank account details for 
wage payments and refuse to make payments by any other means. Where 
employers do agree to pay a client by cheque, cheque cashing fees and 
charges subsume part of the client‟s wages. This is especially costly for 
vulnerable clients who may already be struggling to meet monthly expenses. 

From CAB case evidence:  

An East of Scotland CAB reports of a client who has 
started a new job and requires a bank account for his 
wages to be paid into. The client is having difficulty 
opening a bank  account and thinks that the reason for this 
is that he is in debt with a bank for £4,000 - £6,000. He 
has tried other banks and building societies but was 
turned down as he had a poor credit rating. He also does 
not have a passport, driving licence or utility bill as proof of 
identity. He is currently living with his father and 
grandparents and is on the waiting list for local authority 
housing.  

A West of Scotland CAB reports of a client who is having 
difficulty accessing a basic bank account after his current 
account was closed by his bank. Banks have refused him 
a basic bank account after a credit check and refuse to 
say why.  The client now has to pay a hefty charge for a 
cheque-cashing service for his wages.  The client feels 
that the response from banks is very unfair as a basic 
bank account doesn't involve credit facilities. 

An East of Scotland CAB reports of a client who is having 
difficulty opening a basic bank account to have his wages 
paid into. The client‟s employer has refused to pay him 
any other way and has declined a request to pay wages 
into his partner‟s (girlfriend) account. 

A West of Scotland CAB reports of a client whose account 
was closed by his bank because of debt issues. The client 
tried to open basic bank accounts with other banks that he 
did not have any history with but was turned down each 
time without any reason being provided. The client‟s 
employer is now paying him by cheque and the client has 
had to pay cheque cashing fees as a result of the 
situation. 
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No credit history 

82. People who do not have a credit history at all are sometimes seen to be a 
more risky investment than those with poor credit histories. Often these clients 
are unable to produce appropriate ID documents, haven‟t lived in the country 
for a while or are too young to have any history what so ever. 

From CAS public survey: 

“My son 21 years (old) … He was a student, living at 
home… he had none of the required ID that banks list as 
proof. Even after I accompanied him into the bank, where I 
had been a customer for many years, and vouched that he 
was in fact my son and provided his birth certificate, he 
was still refused an account. Eventually I contacted the 
Chairman of (the bank) … with my frustration and outrage 
about this and he was allowed to open an account.” 

“I applied for a bank account for my (teenage) son and 
found it easiest to open one with my bank than go to 
another one due to the amount of information requested 
…” 

83. Some of the banks contacted for this research have advised that they are able 
to offer a different set of ID requirements for people looking to access basic 
banks accounts though this list is exhaustive as well.  

Figure 10: No Credit History: Do you have a bank account? 

 
Base: CAS Public Survey respondents: 27 

84. According to the CAS public survey, respondents without a credit history are 
more likely not to have a bank account compared to respondents overall (11% 
of all respondents did not have a bank account). This is worrying particularly 
as people with no credit history need an account to build one, which would 
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subsequently help with access to affordable credit, mortgages, consumer 
products and affordable services (including utilities). 

From CAB case evidence: 

A South of Scotland CAB reports of a client who is self 
employed and because of a lack of business these past 
few months is now having debt payment problems. The 
client‟s wife works full time and they have approached two 
banks with a request to open a bank account. Both 
applications have been refused because they do not have 
a credit rating. 

 

From CAS public survey: 

“I have no debt and was refused due to no credit score.” 

“I had a full driving licence, but never had a bill in my 
name as I live with my mum and dad. I am 28 years old 
and can‟t get a bank account.” 

 

From CAS adviser survey: 

“Because of Money Laundering (regulations), bank staff 
go to the extreme - they expect everyone to have a driving 
licence or a passport. They also expect them to be liable 
for one or more utility payments, which is not frequently 
the case.” 

85. Some of these are British citizens who have lived abroad for a number of 
years and have had no financial or residential ties to the UK during the period 
they were away. 

From CAS public survey: 

“My partner and I had lived abroad for 8 years and could 
not produce a utility bill for the address we were living at... 
any other proof of identity, like a passport was not 
accepted.” 

Benefit recipients and Basic Bank Accounts 

86. The Financial Inclusion Taskforce‟s most recent report shows that seventy 
percent of unbanked households receive some sort of benefit – CAS‟s 
research shows that this was true for three fifths of individuals surveyed and 
who identified themselves as not having a bank account.  
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87. Benefit payments are now paid into bank accounts, unless a recipient is 
unable to access one. A number of recipients are financially vulnerable and 
not necessarily financially profitable for banks. Recipients can open a post 
office card account to receive such payments though the capabilities of these 
accounts are more limited than a basic bank account. The financial inclusion 
taskforce does not count post office card holders as banked. 

From CAB case evidence: 

An East of Scotland CAB reports of a client who has 
become bankrupt and his local council refuse to pay him 
Housing Benefit unless he has a bank account.  

An East of Scotland CAB reports of a client who is 
homeless and unable to claim JSA because he does not 
have a bank account or a Post Office card account. 

A West of Scotland CAB reports of a client who had 
difficulty opening a Post Office card account and has seen 
his Job seeker‟s allowance payment stopped due to this. 
The client used to receive the payment by cheque but this 
has been stopped by Job Centre Plus, leaving the client in 
hardship.  

An East of Scotland CAB reports of a client who received 
a benefit overpayment for her Disability Living Allowance 
and has been asked to pay back the lump sum. The client 
has borrowed the money from her children, however the 
client only has a Post Office card account but the DWP 
have asked that the overpayment monies be returned via 
a bank transfer. As the client does not have an account 
with a bank, the transfer cost her £30. 

 

From CAS public survey: 

“It took 9 weeks to open a bank account... a nightmare, 
couldn't get a benefit; couldn't get a job …all because of 
having no bank account!!” 

“I didn't have enough identification, I have been trying to 
open a bank account for 3 or 5 years” 

“One set of proof from the DWP was not enough. Had to 
be two separate letters from different departments… 
harassed (about) why I didn‟t have a passport or driving 
licence.” 
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The case for rural areas 

88. One in five people live in remote areas in Scotland, compared to four in five 
who live in urban areas including towns. According to the Scottish Household 
Survey for 2007/08, two in five people who live in a rural area do not find their 
local banking services convenient, compared to four fifths who find their post 
office services convenient. In the rest of Scotland, 77.5% of people find their 
local banking services convenient compared to 86% who find their post office 
services convenient49. 

89. Clients in small towns and rural areas have also experienced issues in 
accessing banking services, especially as these places sometimes have a 
limited number of banks and subsequently limited choice. Some bureaux 
advisers have highlighted that this issue is dependent on the town/rural 
community. 

From CAB case evidence: 

A West of Scotland CAB reports of a client who lives in a 
town that has only two banks. The client is in receipt of 
benefit payments and has a number of unsecured debts. 
She had to change banks as a result of the debt and 
initially had no problem opening a basic bank account with 
the „other‟ bank. Her new account though was later closed 
because of a loan she had taken out with this bank a 
number of years ago. The client no longer has access to 
any of the banking facilities available in the town and was 
encouraged by her CAB to open a Post Office card 
account to receive her benefit payments. 

Marketing of Basic Bank Accounts 

90. Bureaux advisers report that often it is not that the basic bank account is 
inaccessible, but that banks do not offer or market the basic product and that it 
is only made available once a client specifically asks for one. On more than 
one occasion clients who have been denied a bank account are sent back to 
the bank by their CAB with a specific request for information on opening a 
basic bank account. 
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http://www.scotland.gov.uk/Publications/2009/09/01114213/13  
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From CAB case evidence: 

A South of Scotland CAB reports of a client who was 
accompanied by a CAB adviser to a bank to open a basic 
bank account.  The customer service representative at the 
bank appeared dismissive of the client's attempt to open 
an account.  He claimed that the bank had "targets" to 
meet, and told the client that  basic bank accounts were 
no help towards this. The representative attempted to sell 
the client contents & life insurance instead. The client 
found the whole process very difficult. 

 

From CAS public survey: 

“… I tried to open an account with a bank and went into a 
branch (my nearest branch is a 90 minute drive away) 
where I completed an application form and had my ID 
processed. Over a month later I had a letter back telling 
me that my ID had not been verified correctly and I 
needed to return to the branch to have it checked again. I 
then gave up on opening the account. I have since read 
online that you can open the account in the branch there 
and then but due to the way this particular bank pays its 
commission to staff they do not want to waste their time 
with a basic account.” 

“I had a very difficult time getting even a basic account 
without an overdraft. I had to tell the bank that as I was in 
the Army it was impossible for me to be bankrupt…. It‟s 
scandalous.” 

 
91. The Insolvency Helpline advises50 that banks may not market basic bank 

accounts as much due to their unprofitability – according to their research if 13 
million benefit recipients use a basic bank account this would cost the financial 
sector up to £1 billion.  
 

92. The CAS survey shows that a number of clients would be happy to progress 
from a basic bank account to a current account, with some worried that they 
haven‟t had a chance to upgrade their account already.  

 

 
 
 
 
 

                                                
50

 Insolvency Helpline, “Financial inclusion requires adequate access to mainstream financial 
services and products” http://www.insolvencyhelpline.co.uk/financial-inclusion/basic-bank-
accounts.php  

http://www.insolvencyhelpline.co.uk/financial-inclusion/basic-bank-accounts.php
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From CAS public survey: 

“It is possible to open an account with basic facilities and 
as I have a poor credit history I accept this. After banking 
with (my bank) for 3 years and operating my account 
effectively without even a refused direct debit they would 
not upgrade me to a debit card account. I changed to 
another bank and have the same situation with them. I 
appreciate they have to be careful but with a debit card it 
is impossible to become overdrawn therefore this seems 
ludicrous to me.” 

Unbanked by choice 

93. Some people do not have bank accounts because they choose not to access 
them. It may be that they distrust mainstream financial institutions, have never 
felt the need to have a bank account or are indifferent to the prospect of 
having one. According to the public survey and evidence from CAB the 
distrust in banks is at times based on past experiences with banks and the 
service provided. Others lose their bank accounts and are unable to open 
another one because of their financial situation. 

 

From CAS public survey: 

“I had a bank account… got bank loan on a 29% interest 
rate but did not realize so gave up bank and went to post 
office (card account), on benefits now” 

“I lost my job and had debts with the bank (and) they 
closed down both my accounts....I was left with no bank 
account. I was advised to go to certain banks and they 
would give me …. a basic account which was what i 
wanted anyway....I tried and was refused....I have now 
given up.” 

Good news! 

94. People do have positive relationships with their bank as well – and where we 
are looking at the problems experienced, it is worth noting that a number of 
CAS survey respondents reported that they have not had any issues with their 
banks, stating good service received from banks including when they switched 
their account after a bad experience.  
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From CAS public survey: 

“I applied for an account with (one bank) and the 
application was rejected, so I applied with (another) and 
was offered a (basic) account, which is just to be 
upgraded to a current account.” 

 

“Recently changed accounts and had no issues” 

“I have had no trouble in opening a bank account” 

“I have been with my bank 30 years, no problems” 

“It was easy opening an account with (my bank)” 

“Since opening an account four years ago with (my bank) I 
have found them to be helpful and have since been able to 
open a business account with no problem.” 

 

95. Unfortunately, these good stories according to CAS‟s research and evidence 
are outweighed by the problems experienced by people looking to open a 
bank account.  
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Alternatives 

Alternatives to mainstream banks 

96. There exist a few alternatives for those who are unable to access bank 
accounts. This report looks to provide examples of some of these alternatives 
including, credit unions, Community Development Financial Institutions, 
charities, and considers the future for a Post Office bank providing basic bank 
accounts to vulnerable people. 

Credit Unions: 

97. One of the most accessible alternatives to the basic bank account is the new 
current account offered by credit unions. The Association of British Credit 
Unions Limited (ABCUL) advises that the five credit unions in Scotland that do 
offer current accounts will not discriminate against those with poor credit, no 
credit or those who are undischarged bankrupts in opening an account unless, 
in the latter case the undischarged bankrupt has a debt with the credit union. 

98. The credit union current account (cuca) was created for the purpose of 
financial inclusion and to help vulnerable groups of people to become banked, 
to save and to improve their credit rating. According to ABCUL over three 
fifths of the Scottish population can access a credit union with a current 
account, though only one in thirty households actually state that they have a 
credit union account51.   

99.  Launched in 2006, the cuca allows members to access their cash through 
any of the 30,000 LINK ATM machines in the UK. The account holder can set 
up direct debits and standing orders and a VISA debit card allows members to 
shop online or use the Chip & PIN capability at shops. Wages and benefits are 
paid directly into the account. There is a nominal fee attached to the current 
account which is set by each credit union independently. There is no overdraft 
facility but members, once they have built up a sound financial base with the 
credit union, can start borrowing from the credit union as well. The credit union 
does contact members at risk of being overdrawn or of defaulting on a 
payment. 

100. A research study conducted on the credit union current account in 200852 
found that over two thirds of current account holders liked the account 
because the credit union was seen as a friendly organization. Face to face 
interaction was acknowledged as being very important to people on low 
income.  

Community Development Financial Institutions: 

101. Community Development Financial Institutions (CDFIs) also offer assistance 
with basic bank accounts, and for some through the provision of an affordable 
loan service. Their purpose is to increase financial inclusion by providing 
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financial services to those who are unable to access them through 
mainstream financial institutions53. The purpose of a basic bank account is 
financial inclusion and increased financial inclusion over a period of time, 
including access to affordable loans and services. A CDFI provides an 
excellent opportunity for vulnerable people to gain access to basic and 
increased financial inclusion all at once. 

 

Case study: Scotcash 
 
Scotcash is a Community Development Financial Institution (CDFI) 
based in Glasgow serving residents in the city. It looks to fill a gap in 
the financial market and provides access to affordable loans, saving 
accounts through Glasgow Credit Union, White Goods Packages, 
and Basic Bank Accounts to residents who, because of their 
circumstances, would otherwise be unable to access these services. 
According to their annual report, Scotcash had a little over 1800 
clients at the end of the year and have helped with 553 basic bank 
accounts.  

Charities: 

102. Financial charities also fill a „gap‟ in the financial market54, and for some like 
Grand Central Savings the gap relates to people who may be unable to 
access financial services through a CDFI due to, for example, homelessness. 
These people are usually extremely deprived and have distrust and/or are 
afraid of mainstream financial institutions. 

Case study: Grand Central Savings  

Grand Central Savings currently operates in Glasgow and Greenock, 
and according to statistics available on their website, have 1,300 
clients.  The charity recorded over 25,000 transactions by their 
clients in its first year of operation. Account Holders can open an 
account by providing a national insurance number, and if this is not 
possible, by providing a letter from a recognized agency. Customers 
must make deposits and withdrawals in person and so the customer 
base is mostly made of people living within a reasonable travelling 
distance from the branches. The account does not offer direct debit 
facilities, an overdraft or a bank card but an account number with a 
mainstream bank is provided. Customer are offered a face to face 
services and in the near future may receive money advice service on 
the premises as well A special incentivised savings account is being 
developed as is a special standing order service for Local Housing 
Allowance to be paid directly to the landlord.  
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 Statistics on the proportion of the Scottish population that have access to CDFIs are currently 
unavailable  
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 Statistics on the proportion of the Scottish population that have access to bank accounts through 
charities are currently unavailable  
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Post Office banking: 

103. CAS recently responded to the Government‟s consultation on Post Office 
banking55. Our findings were as follows: 

 The Post Office network currently provides a Post Office card account 
(POca) available to benefit and tax credit recipients. The POca does not 
offer everyday basic banking services such as cash withdrawals at ATMs 
and direct debit facilities.  Currently at least 93.3% of the Scottish 
population have easy access to a Post Office. Neither the UK 
Government nor the Scottish Government count Post Office card 
account holders as banked 

 The development of banking services at the Post Office would increase 
financial inclusion. It would also make the unfamiliar familiar to those 
who have so far avoided opening a bank account because of a lack of 
trust in mainstream banks 

 Vulnerable clients are more likely to benefit from increased financial 
services offered by post offices particularly in rural communities where 
there are fewer banks and which may be even more inaccessible than 
local post office branches 

 The credit services offered by a Post Bank should complement those 
offered by credit unions and Community Development Financial 
Institutions (CDFIs), ideally in partnership with these and built on the 
principle of making affordable credit available to the most vulnerable 
people in Scotland 

 We recommend that the Post Office network continue to work on building 
partnerships with various financial institutions, ensuring universal access 
to banking services, and regardless of whether or not a person takes up 
a Post bank account in the future 

 We consider the introduction of a basic bank account offered by the Post 
Office to important for financial inclusion of the vulnerable and the 
unbanked. A current account on the lines of a credit union current 
account would be beneficial to all 

 The Post Office network should form partnerships with credit unions so 
that clients are able to access their credit union accounts through the 
local Post Office and Post Bank as well. Such a provision would be 
similar to the current partnerships some banks have with the Post Office 
network. 
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Conclusions and recommendations: 

104. Access to basic bank accounts is not universal and in some instances 
appears to be far from the shared goal envisioned by the UK government. The 
purpose of the shared goal between the UK government and financial industry 
was to decrease the number of unbanked individuals/households in the UK. 
The numbers may have decreased but being unbanked and banked remains 
transitional – with people moving out of the mainstream financial banking 
industry as others move in.  
 

105. It is also of concern that those who meet all the legal requirements set by 
banks and the government to open an account may still have problems 
opening an account due to their financial history or lack thereof. In some 
instances people feel that this is due to the unprofitability of the basic banking 
product and the lack of encouragement to market such a product.  

 
106. The legal requirements and regulations are of concern as well – particularly 

as vulnerable clients are less likely to have the required ID or acceptable 
credit history. These requirements unduly affect undischarged bankrupts, 
those in debt, homeless people, and those without a credit history because 
they don‟t pay certain bills56.  

 
107. This is not to say that everyone has a bad experience with opening a bank 

account.  It is unfortunate however that a number of people do have problems 
in accessing accounts when they should be allowed to access basic services 
where they cannot be a credit risk to a bank. 

 
108. There are alternatives to bank accounts available outside of the mainstream 

financial industry, through credit unions, charities and Post Offices – these still 
require to be developed for the purpose of universal access.  

 
109. Citizens Advice Scotland have a number of recommendations to increase 

financial inclusion and universal access to basic banking services: 
 

 Banks should have a legal requirement to offer a basic bank account 
where an application for a current account has been rejected.  

 Banks should give people who have had their application rejected 
information on the alternatives available to them, including information on 
credit union current accounts.   

 A number of high street banks have a strict corporate policy on 
undischarged bankrupts – some saying that if a client is found to be 
bankrupt their account will be closed, while others freeze the accounts 
with account holders unable to access their funds. The AIB on its website 
however advise that the closure of any account for undischarged 
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bankrupts is up to the discretion of the banks. Banks should only 
consider closing an account if the person with the undischarged 
bankruptcy has a debt with the bank. 

 People who have a poor credit history should be allowed to access basic 
banking services at any bank. An account with credit facilities should be 
provided on the bank‟s discretion and information on the potential costs 
of going into overdraft or defaulting on payments should be explained 
clearly, and prior to the account being upgraded. 

 People with no credit history should be allowed to open a basic bank 
account, and ID requirements for such accounts need to be revisited to 
ensure that people who do not have any interaction with government 
departments, those who do not pay bills and/or those who live with a 
family member are not discriminated against. 

 Mainstream banks should ensure that no cost basic banking is marketed 
to people who are vulnerable regardless of their financial situation and 
that a universal access is established allowing undischarged bankrupts 
and individuals experiencing financial difficulties to be able to open and 
retain basing banking products and services. 

 The UK and Scottish Governments need to support the alternatives are 
available to people seeking to access mainstream banking services. 
credit unions, CDFIs, Charities and the Post Office can and in some 
cases do provide essential financial services to vulnerable people.  

  The UK Government needs to implement a universal right to a basic 
bank account for all. Such a right should not be accompanied by 
conditions that continue to restrict access to basic bank accounts for 
undischarged bankrupts.  
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Appendix 1 

Questions asked of six mainstream banks in Scotland (five responded): 

1)     Does the bank provide basic bank accounts to individuals with poor credit 
(including from debts)? 

2)      What is the bank‟s policy on accounts where a current account holder has 
become bankrupt? 

3)     What Identification does the bank require from individuals applying for a bank 
account? 

4)      Is the ID requirement any different for basic bank account applications? If yes,                  

       please advise on what is required. 

5)     Can an individual who doesn‟t possess the required ID open a basic bank 
account with the bank provided that a letter from a government agency is 
provided as proof of ID?  

6)      Would the bank be able to provide statistics on the number of active basic 
bank accounts this past year? Will it also be able to provide information on the 
number of new basic bank accounts opened this past year? 

 

 

For the CAS Public Survey: see page 46 

 

For the CAS Adviser Survey: see page 49 
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Please tell us more about your experience in trying to open a bank account with different banks, building societies, credit unions or other financial 

institution (You may identify the financial institution that you had the experience with)?  

Tell us your story...  
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Any Comments?  
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to ensure that individuals do not suffer through lack of knowledge of their rights 
and responsibilities, or of the services available to them, or through an inability to 
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