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Financial Exclusion
“A lack of access to financial services by individuals or 
communities due to their geographic location, economic 
situation or any other ‘anomalous’ social conditions which 
prevents people from fully participating in the economic 
and social structures of mainstream communities”
(Connelly and Hajaj, 2001;p.4).

“a process whereby people encounter difficulties 
accessing and/or using financial services and products 
in the mainstream market that are appropriate to their 
needs and enable them to lead a normal social life in the 
society in which they belong” (European Commission, 
2008;p9).



Financial Exclusion…more than a 
lack of access

• Geographical Exclusion
• Access Exclusion
• Condition Exclusion
• Price Exclusion
• Marketing Exclusion
• Self Exclusion
• Resource Exclusion
• Electronic Exclusion

(Corr, 2006)



Who is financially excluded in 
Australia?

Individuals, families and 
households:

- People living on low 
and fixed incomes;

- People with a poor 
credit history;

- People living in 
remote areas;

- People living with a 
disability

Non-Profit Groups and 
Organisations 
(particularly small to 
medium sized 
organisations)

Social Enterprises, 
Micro-enterprises, 
social businesses, 
eco-businesses.  



Individuals and Households
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Lending Systems for People who are 
financially excluded

Often difficult to 
access.  Low cost 
/ flexible products 
not available or 
advertised.  

Often predatory 
and/or unfair in 
terms of costs 
and conditions

Limited – either 
in scale (CL), 
geography or 
purpose (NILS)

Can result in 
conflict.
Not always 
accessible.

Regulated costs 
and conditions

Accessible, fast 
option for 
people unable 
to lend from 
mainstream 

Fair Flexible 
options for 
those who 
cannot access 
mainstream

Accessible
Low Cost
Good in an 
Emergency

Formal 
Systems:
Eg. Borrowing 

from Banks

Fringe 
Systems:
Eg. Borrowing 

from Fringe 
Lenders

Welfare 
Systems:
Eg. Borrowing 
from NILS or 

Centrelink

Informal 
Systems:
Eg. Borrowing 
from Friends 
and Family



Consequences of financial 
exclusion

• Greater susceptibility to predatory or fringe 
products (particularly credit);

• Greater difficulties in accumulation of lump 
sumps (savings) and assets;

• Greater susceptibility to debt cycles, gaps 
in safety nets and long-term debt caused 
by emergencies.



Third Sector and Civil Society 
Organisations



“Australia’s non-profit sector is a vital part of 
our society, yet significant parts of it face 
pressing capital needs.  More importantly, 
the capacity of the sector to renew itself 
and to generate innovate new programs 
and institutional solutions to social and 
environmental problems, as it has done 
before, is inhibited by failures in existing 
capital markets” (Lyons, 2006;p21)



“In a competitive environment the current 
funding arrangements, both through 
government and through philanthropic 
endeavours will be insufficient into the 
future.  It’s time that we now worked with 
the finance sector in looking at new ways 
that we can raise capital for the sector as 
a whole” Robert Fitzgerald, Productivity 
Commissioner (2007)



Operating shortfalls are often addressed by:
-fundraising
-earned income
-diversification of funding bases (eg. seeking 
corporate support)

Operating 
Costs

Funding 
Revenue

Operating 
Shortfalls

All other income 
(including fundraising 

and foundation funding)

(14%)

Sale of 
Goods
(9%)

Income from 
Services

(22%)

Government Grant Revenue
(55%)



To fund significant growth, 
innovation, service or product 
development or build capacity to 
enhance social impact.  

Soft Development Capital 
(Growth Capital)

To meet immediate needs before 
monies are raised or grants are 
committed; or to smooth cash flow 
fluctuations.

Open Working Capital 
(Reserve Capital)

Assist with short-term cash flow 
shortages such as when a grant or 
contract is paid in arrears.

Closed Working Capital 
(Bridging Finance)

Purchase of tangible and fixed 
assets such as land, buildings, 
technology and equipment.

Hard Development Capital 
(Fixed Asset Acquisition 
Capital)

UsesCapital Needs



Financial Exclusion in the third 
sector is most acute for:

• Small to medium sized organisations;
• Independent localised community 

organisations;
• Start-up organisaions in first five years of 

operations or who do not have secure, 
recurrent funding;

• Organisations who wish to grow or expand 
into innovative areas that are not the focus 
of granting bodies.



Social Enterprises, Social Businesse
and Micro-enterprises
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Charitable

Organisations

Social 
Enterprise

Social 
Business

Mainstream 
Commercial 

Business

Common to all social enterprise:  
•Social Objectives
•Limited distribution of profits
•Mixture of capital inputs
•Generation of a social return in addition to 
a financial return

A social business , unlike a social enterprise, 
is not capitalised through grants or subsidised 
income.  It is a commercial entity, so all its 
income is derived from commercial 
undertakings. 



Financial Exclusion of Fourth 
Sector

• Capital – asset acquisition 
capital, working capital and 
growth capital. 

• Low Cost Banking –
because the legal 
structures of social 
enterprises and social 
businesses do not always 
fit the categories of 
‘charitable’ entities (though 
they clearly have social 
objectives and are often 
still non-profit in nature)



Capital Needs of Enterprise…
social investment

• Loan Capital
• Equity Capital
• Mezzanine Finance
• Angel Investment
• Capital linked to 

capacity



Why does financial exclusion 
occur?

Market

Failure
Capability

Excluded People

Financial Institutions

Policy Makers and 
Regulators

Commercial Imperatives 
– maximise returns

Dominance and 
persistence of 
assumptions and 
perceptions

Regulatory Barriers and/or 
Inflexibility

Brand and reputation issues



What has been done about 
Financial Exclusion in Australia?

• Social Sector Organisations
• Regulatory Changes
• Corporate Social Responsibility
• Corporate-Community Partnerships
• Niche, small, non-profit financial 

institutions



Whose responsibility is financial 
exclusion?

Government?

Civil Society 
Organisations?

Banks and 
Mainstream 
Financial 
Institutions?



Limitations of current responses:

- Difficulty of scale;
- Tensions of CSOs as ‘filters’ for 

mainstream financial institutions;
- No real ‘synthesis’ of skills between 

financial institutions and CSOs;
- Are welfare responses the only 

responses?  What about market 
responses?



Another Alternative

• CDFI: Community Development Finance 
Institutions

– Independent organisations focused on the 
use of financial mechanisms to develop and 
service people who are disadvantaged and/or 
underserved by mainstream financial 
institutions.
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Social Market

• Financial products and services can be 
developed to ensure both financial 
sustainability and maximum social impact.

• Surplus and returns generated are not 
equivalent to those achieved by 
commercial entities but include high levels 
of social returns.  



CDFIs: Market Based Possibilities 
to address financial exclusion

Banks, Credit Unions and other 
mainstream financial institutions

Mainstream, commercial market

Fringe Lenders, Exploitative micro-
lenders, cheque cashers, pawn 
brokers, pay-day lenders

Fringe Market

Potential for CDFI Development
Social Market

Limited Market

No Market: Welfare Responses

Cross Sector partnerships and 
further CDFI development potential

Community Sector Organisations



Example:  Fair Finance UK

• Affordable, flexible and accessible 
personal and microenterprise loans;

• Direct Competition to fringe lenders;
• Financial and debt advice service;
• Research and advocacy in relation to 

unfair practices and development of 
sustainable, fair alternatives.



FAIR FINANCE 
AUSTRALIA

A Community Development Finance 
Institution focused on addressing the 
financial exclusion of individuals

A Fair and Accessible Alternative to Fringe 
Lending

Combining Access to Fair Credit with 
Debt Advice and Financial Counselling

Located Next Door to the Fringe 
Lenders…competing directly



London Rebuilding Society

• Lending to social enterprise, ethical 
enterprise, third sector organisations;

• Asset Building, working capital, bridging 
finance. 

• community regeneration and social 
impact;

• Need for diversifying funding and financing 
for community sector organisations.  



East London 
Small Business Centre

• Capital for start-up and growth of 
microenterprises and small businesses in 
particular boroughs in East London not 
able to access mainstream finance.  

• Support and capacity building essential 
and integral to process. 

• Less than market rate up to � 50,000 over 
5 years.  70% government funding, 
growing base of private sector supporters. 



Boston Community Capital
• “Build healthy communities where low-income 

people live and work”
• Started with three core questions:

– Can housing for low income families and individuals 
be designed, built and managed to remain affordable 
and well-maintained over time and help strengthen 
our communities? 

– Can distressed inner-city neighbourhoods be 
transformed into thriving and welcoming communities 
that are home to a diverse population of residents 
who live there by choice?

– Is debt a useful tool to finance the transformation of 
inner-city neighbourhoods, and can we demonstrate 
that loan dollars will not only be repaid but also 
recycled?



How do we make it happen in 
Australia?

Generalist Responses Specialised and 
Synthesised Responses

Third Sector Responses Fourth Sector Responses

Benign and ad-hoc 
regulatory and policy 
environment

Enabling and Engaged 
Policy and Regulatory 
environment

Welfare, funded and 
philanthropic Approach

Investment Approach



Thank-You


