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About Consumer Focus

Consumer Focus is the statutory 
consumer champion for England, Wales, 
Scotland and (for postal consumers) 
Northern Ireland. 

We operate across the whole of the 
economy, persuading businesses, 
public services and policy-makers to put 
consumers at the heart of what they do. 

Consumer Focus tackles the issues 
that matter to consumers, and aims to 
give people a stronger voice. We don’t 
just draw attention to problems – we 
work with consumers and with a range 
of organisations to champion creative 
solutions that make a difference to 
consumers’ lives. 

Following the Government’s consumer 
advocacy reforms, we will continue to 
act in the consumer interest across a 
wide-range of sectors until our general 
advocacy role passes to Citizens Advice  
in April 2013. 

As part of the reforms, Consumer Focus 
will establish a new unit to identify 
and represent consumers’ interests in 
complex, regulated sectors, including 
energy and postal issues and, in 
Scotland, water. 

Our Annual Plan for 2012-13 is available 
online, consumerfocus.org.uk

For regular updates from Consumer Focus, sign up to our  
monthly e-newsletter by emailing enews@consumerfocus.org.uk or
follow us on Twitter http://twitter.com/consumerfocus
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Summary 

In the past decade, credit unions in Great Britain 
have trebled their membership and their assets 
have expanded four-fold.1 There is real potential 
for credit unions to expand further, both in 
terms of geographic reach and customer base. 
This would improve access to basic financial 
products, such as savings accounts and 
affordable credit. It would also allow credit unions 
to offer products which can help to mitigate 
the budgetary risks associated with Universal 
Credit, for example through ‘jam jar’ accounts 
that could help claimants make the transition to 
monthly payments, cope with the direct payment 
of Housing Benefit into their accounts, and use 
savings accounts to budget to overcome any 
unforeseen budgetary shocks. 

Despite being a mainstream part of the financial 
services landscape in parts of the UK – for 
example, in the West of Scotland, Northern Ireland 
and many parts of Wales2 – geographic coverage 
of credit unions remains limited. Even if growth 
rates match or exceed the performance of recent 
years, without new access channels, many credit 
unions may be unable to offer coverage in areas 
where there is growing demand. 

1 Figures provided by Association of British Credit Unions 
(ABCUL) 

2 For example, Glasgow City Council estimates that 20 per 
cent of adults in Glasgow are members of a credit union

With nearly 12,000 post offices across the UK 
– about the same as the UK’s bank networks 
combined – consumer access to credit union 
services would be greatly improved if it was 
made possible over the post office counter. 
Wider access would also improve take-up of, 
and access to, affordable credit and transactional 
accounts; and in turn increase the potential 
of credit unions to provide an alternative to 
mainstream financial services. 

The UK’s credit union sector has made over half 
a million loans in the last five years, typically in 
the region of £200 to £400.3 Much of this was 
facilitated through the Department for Work and 
Pensions’ (DWP) Growth Fund, and aimed at 
improving access to lower-cost credit in deprived 
communities where there was a mismatch 
between supply and demand for affordable credit. 

A recent Government-commissioned study finds 
that a market exists among people on lower 
incomes for locally provided banking, savings 
products and affordable credit.4 Among low-
income consumers, 1.7 million do not have a 
transactional bank account,5 four million incur 
bank charges, and up to seven million use 
sources of high cost credit.6 Other than credit 
unions, this report finds that there are ‘limited 
realistic options’ to offering additional banking 
services, including access to affordable credit, 
particularly in the absence of further regulations on 
High Street banks.

3 Business, Innovation and Skills Select Committee (2011) 
Debt Management. 14th report of session, 2011-12

4 DWP Credit Union Expansion Project Project steering 
Committee Feasibility Study report (2012)

5 Figures from the Financial Inclusion Taskforce (2010)
6 DWP Credit Union Expansion Project Project steering 

Committee Feasibility Study report (2012)
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Our research suggests there is considerable 
demand for a significant change in the 
geographical reach and take-up of credit union 
services, and that post office access offers the 
potential to achieve this.

Low income consumers trust and value the Post 
Office network, but they very often do not feel 
comfortable and may be unwilling to use High 
Street banks for transactional accounts, savings 
products or loans.7 This research suggests 
that a partnership between credit unions and 
the Post Office would not only help to secure 
widespread coverage for credit unions, it may 
also offer them a significant commercial and 
development opportunity. 

Crucially, post office access would help address 
many of the major barriers to take-up of credit 
union services. These barriers include: 

 ● low awareness of credit unions and their 
purpose

 ● limited geographical reach that restricts many 
people from joining a credit union even if they 
want to 

 ● credit unions not being able to offer their 
services through a convenient and trusted 
channel 

Our findings suggest that around one-third of 
consumers would be interested in joining a credit 
union, but that two-thirds of these say they cannot 
because they do not think they have one nearby. 

7 Consumer Focus Opportunity Knocks: Providing alternative 
banking solutions for low-income consumers at the Post 
Office (2010)

Consumers tell us the Post Office is a trusted, 
convenient way to access credit union services, 
with many low-income consumers already using 
post office branches to manage their finances and 
being confident when doing so. In contrast, many 
low-income consumers are reluctant to open 
accounts with High Street banks. 

Access through the post office would significantly 
boost awareness of, and trust in, credit union 
services: 46 per cent say they would trust credit 
unions more if they were available at the Post 
Office, including more than half of those on low 
incomes and low-to-middle income groups.8 
Crucially, around 40 per cent of low income 
consumers say they would be more likely to open 
a credit union account, or consider applying for 
a small loan, if they could do so through a Post 
Office branch. 

Extending post office access could therefore 
be a key step to enable credit unions to serve 
their existing customers more effectively; and 
could improve access to a range of banking 
and budgeting products aimed primarily, but 
not exclusively, at low and low-to-middle 
income groups. Post office access could 
also play a key role in securing the long-term 
sustainability of credit unions, particularly if 
this helps to secure a wider and more diverse 
customer base, and could contribute to the 
viability of the PO network. 

8 For the purposes of this research, low-to-middle income 
earners are defined as those with household earnings 
between £12,500 and £30,000. This is adapted from the 
definition used by the Resolution Foundation 
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Securing credit union access through 
post offices

Consumer Focus strongly supports moves to 
allow credit unions to offer financial products, 
on a universal basis, through post offices. Credit 
Unions could play a greater role as part of an 
expanded mix of financial service providers 
available for consumers. Post Office access 
could enable credit unions to serve their existing 
customer base more effectively, but also to appeal 
to a considerably expanded customer base, in 
particular low to middle income groups. 

Expanded access to credit unions would also 
offer particular benefits in respect of transactional 
accounts, savings products and affordable loans 
aimed at and built around the needs of, but not 
necessarily limited to, low-income and low-to-
middle income consumers. 

Recent legislative change provides a framework 
for less restricted membership – but limited 
consumer awareness, geographic reach, the 
product offer and delivery channels are major 
barriers to take-up of credit union services. In 
addition, developing network infrastructure to 
allow account and product access on a universal 
basis brings its own challenges.   

However, research undertaken for Consumer 
Focus suggests the potential for credit union 
services to expand through post offices. We find 
considerable appetite for credit union services, 
with access at the post office likely to boost 
trust and confidence in the sector (reflecting 
the high levels of trust already placed in post 
offices) enabling credit unions to appeal to more 
consumers than many currently do.9 

9 53 per cent of low income consumers state they would 
be more likely to trust credit unions offered through the 
Post Office. This is likely to reflect high levels of trust and 
confidence in the PO to operate banking services: previous 
research found that 93 per cent of low-income consumers 
trust the PO and consider it a safe place for their money

Crucially, it will also bolster confidence among 
low-income and low-to-middle income groups. 
These are precisely the groups who would benefit 
from improved access to affordable credit, savings 
accounts and budgeting solutions; which takes on 
greater importance as we approach the transition 
to Universal Credit.

The challenge for credit 
unions
Credit unions need to navigate a number of 
legislative; structural and technological challenges 
in order to secure further expansion to enable 
them to offer their services through post offices.  

Recent legislative change10 will allow credit unions 
greater flexibility in who can become members,  
and in the form and extent of commonality 
that credit union members must be able to 
demonstrate.

Credit unions will now be able to:

 ● open up membership to new groups, such as 
tenants of a housing company or company 
employees, even if they live outside of the 
geographic area the credit union currently 
serves

 ● operate on a wider geographical basis, subject 
to a ‘field of membership’ test, which will 
restrict membership to two million potential 
members to ensure all potential members can 
still be served by their local union

10 A Legislative Reform Order was laid before Parliament 
in advance of the 2010 general election but did not 
complete its passage through the House of Commons; it 
was re-introduced to Parliament and was finally passed in 
November 2011. 
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 ● serve unincorporated associations and 
corporate bodies, such as companies, 
partnerships and social enterprises, not just 
individuals (subject to 10 per cent of total 
membership and loanbook). This means 
organisations such as housing providers, 
religious groups and local authorities will be 
able to increase the supply of affordable credit 
in a community by depositing money in a 
credit union

 ● pay consumers interest on accounts, as 
opposed to a dividend, which will be likely 
to increase the attractiveness of credit union 
accounts to certain consumer groups

Each of these measures is designed to improve 
access to, and increase the membership of, credit 
unions. They are likely to be a key driver for the 
growth in, and ‘scalability’ and take-up of, credit 
union accounts and services. Among other levers, 
the legislative changes are likely to result in further 
ongoing consolidation in the credit union sector. 

Although not a prerequisite for either securing 
post office access or achieving wider 
sustainability, consolidation is likely to prove 
helpful in both respects. Consolidation has 
been a marked trend in recent years: figures 
from ABCUL demonstrate that the number of 
credit unions declined by a third in recent years, 
from 698 credit unions in 2000 to 436 in 2010, 
while the total number of credit union members 
grew five-fold over this period, from 138,000 to 
780,000 members.11

11 Figures provided by ABCUL 

There are only a limited number of internal 
steps that credit unions can take to move 
beyond the need for ongoing financial support 
from Government and/or other third parties.12 
Consumer Focus agrees with ABCUL that, 
ultimately, the key to the future sustainability of 
credit unions is their ability to attract ‘a sufficient 
number of a wider range of consumers that can 
offer an internal cross subsidy instead of an 
external subsidy’.13 

In effect, this means credit unions will need to 
offer a more attractive customer proposition, both 
in respect of the product range and the variety 
and convenience of access channels available, 
combined with the technical and back office 
capacity to support the proposition. 

12 For example, reducing overhead costs, increasing growth, 
increasing the income ratio of products, and reducing the 
costs associated with defaults. 

13 ABCUL presentation to Consumer Focus Post Offices 
Advisory Group (2010)
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Making credit union access at 
post offices a reality 
The value to consumers if credit unions were 
able to provide a greater range of services across 
more of the Post Office network seems strong. 
However, a number of significant issues will need 
to be resolved to realise this potential. 

If credit unions are to grow and be capable of 
offering services through post offices, it is likely 
they will need to develop a shared ‘back office’ 
system which would allow new services and 
transactions to be processed consistently across 
the network (as part of a wider multi-channel 
proposition). In their efforts to combine back office 
functionality, credit unions would need to develop 
a shared banking platform (or ‘central service 
organisation’) that could be integrated into the 
Post Office’s ‘Horizon’ system to enable real-time 
transactions in Post Office branches. 

Consolidation will inevitably be challenging, but 
could be a necessary process if growth and 
sustainability are to be secured. However, it is 
difficult to see how sufficient economies of scale, 
and the ability to capture new customers, could 
otherwise be attained.

We therefore strongly support the 
recommendations of the recent feasibility 
study, commissioned by Government, which 
presents a plan for growth and consolidation in 
the credit union sector, with moves towards a 
more sustainable model, supported by further 
Government funding. The report finds the credit 
union sector could become sustainable, if its 
recommendations are accepted, over a seven 
year period.14 

14 DWP Credit Union Expansion Project (2012) Project 
steering Committee Feasibility Study report 

Comparative data from other countries 
demonstrates the high correlation between,  
and therefore the importance of, significant 
back office integration and ‘mainstream’ levels 
of market share. 

Developing an integrated back office function will 
assist the scalability of credit unions in a number 
of ways, but the potential for post office access is 
by far the greatest prize – and offers the potential 
for a significant change in the geographical reach 
and take-up of credit union services.  

‘...if you could access credit union payments 
over the Post Office network, and they were 
there and able to advertise credit union 
products, I think it would be the biggest shot in 
the arm imaginable for the credit union sector’ 
Ed Davey, speaking as Consumer Affairs 
Minister in evidence to the Business Select 
Committee15

15 Oral evidence to Business, Innovation and Skills Select 
Committee on debt management 
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This would allow credit unions to offer their 
services through post office branches, with 
ABCUL estimating that up to 80 per cent of their 
services could become available. 

For example, consumers could potentially be 
able to:

 ● withdraw or deposit cash from credit union 
accounts

 ● drawdown from a pre-approved loan

 ● apply for credit union membership

 ● apply for a loan, which in some instances 
could be approved immediately16 

 ● manage their accounts – such as checking 
account balances, loading pre-paid cards or 
changing personal details 

ABCUL estimates that the cost of developing the 
shared banking platform, if introduced on a pilot 
basis as they suggest, would be between £10 
and £15 million. 

During the pilots, with approximately 20 to 30 
credit unions participating, it is envisaged that 
over half of all credit union members will be 
able to benefit from post office access to their 
accounts. Ongoing running costs would be 
expected to be far lower than the usual costs 
associated with banking infrastructure: this is 
because this requires new banking technology, as 
opposed to bolting services onto ‘legacy’ banking 
systems, which removes a major cost obstacle. 

16 As an early example of credit unions working together to 
develop a shared back office, a more sophisticated set of 
scorecard protocols have been developed to determine 
more quickly and effectively whether loan applications 
should be accepted 

The Post Office would not incur direct costs 
associated with the credit union platform, 
although it is likely the introduction of credit union 
services could provide a significant revenue boost 
for its branches. The recent feasibility study, 
commissioned by Government, recommends 
that credit unions should be willing to offer post 
office access, and be ready and signed up to pay 
fees to POL for service delivery, as a condition for 
ongoing Government funding. ABCUL estimates 
that direct revenue to POL of between £5 million 
and £10 million each year could be generated.17 
Indirect revenue could be considerably higher still 
– for example, it is estimated that the Post Office 
Card Account (POCA) generates £2 billion in 
indirect revenue for subpostmasters.18

It is important to note that a small but growing 
number of credit union customers can already 
access their accounts through the Post Office 
network: this is because the Credit Union Current 
Account operates on the Co-operative Bank 
platform which enables its customers to access 
their accounts through post office branches. 
However, this does not allow customers to access 
other credit union services through post offices, 
for example, to access savings or loan products. 

17 Figures sourced from ABCUL 
18 National Federation of Subpostmasters Income Survey 

(2009)
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Research to assess the consumer appetite 
for credit union access at post offices was 
undertaken in two waves: a quantitative survey of 
2,014 adults across the UK, undertaken by TNS 
Omnibus in 2011, and a further survey of 1,880 
consumers, undertaken by GfK in early 2012.

What do consumers think?

Awareness of credit unions 
and who they serve
One of the primary benefits of post office 
access – and of mainstreaming credit union 
access – is to raise awareness of credit unions 
and who they serve. 

Credit unions currently face two significant 
problems: firstly, only a small proportion of 
potential members are aware that credit unions 
exist. Secondly, there is considerable confusion 
over who credit unions are designed to serve – 
almost a third of those who are aware of credit 
unions think they exclusively serve low-income or 
groups without bank accounts. 

Our research suggests low levels of consumer 
awareness, with only 25 per cent able to correctly 
identify a credit union as offering banking services 
on a not-for-profit basis, owned and operated 
in the interests of members, and with strong 
community connections. 

Even among lower social grades, awareness is 
low: just 24 per cent of C1s and C2s and 20 per 
cent of DEs can correctly identify a credit union’s 
main purpose. This is also the case among POCA 
holders (28 per cent); those on low incomes (23 
per cent); and those in social and rented housing 
(23 per cent and 17 per cent respectively). 
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These are the groups that may face the greatest 
challenge from the introduction of Universal Credit, 
and could therefore benefit considerably from a 
credit union-based product or service. Universal 
Credit is likely to cause significant budgetary 
challenges for those on low-incomes, for example 
because benefits will be paid on a monthly basis; 
Housing Benefit will ordinarily be paid directly to 
the claimant not landlord; and claims will be paid 
on a single household basis, not to individuals. 

In almost two-thirds of cases (61 per cent), 
consumers are unable to identify what a credit 
union does, or incorrectly thought its primary 
purpose was to perform a range of other tasks, 
for example credit scoring  (4 per cent), acting as 
a regional building society (3 per cent), or was a 
credit card brand. See figure 1.

Figure 1 What do consumers think is the main 
purpose of a credit union?

%

Offering banking services on a non-for-
profit basis, owned and operated in the 
interests of members, and with strong 
community connections 

25

‘Safety net’ fund to help with the 
purchase of essential items 

5

Credit scoring group 4

Building society 3

Credit card brand 2

Don’t know 61

Base: 2,014 adults 

Even among those who are aware of credit 
unions, there is confusion over the eligibility 
requirements needed to join one. Although 56 
per cent correctly think credit unions are open 
to anyone with a connection to the community it 
serves, for example where they live or work, 34 
per cent think credit unions are only open to those 
on low-incomes that may not be able to access 
services from High Street banks. See figure 2.

Figure 2 Which of the following best describes 
who is eligible to join a credit union?

%

Anyone with a connection to the 
community it serves eg they live or work 
there 

56

People with low incomes who cannot 
always use the services provided by  
High Street banks 

34

Higher rate taxpayers 2

Others / don’t know 8

Base: all adult who correctly identified the main 
purpose of a credit union (505 adults)

This underlines the fact that the low levels of 
awareness of credit union services present a 
significant obstacle, which needs to be addressed 
if more consumers are to benefit.

A significant minority of consumers wrongly 
think that credit unions are only available 
to those on lower incomes. Although in 
some respects this is unsurprising, this may 
inevitably restrict take-up of credit union 
services among broader income segments. 
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Appetite for access to credit 
union services and barriers to 
take-up 
There is significant appetite among consumers 
for access to credit union services: 29 per cent of 
consumers say they would be interested in joining 
a credit union, rising to 34 per of those on low-
incomes, 32 per cent of those on low-to-middle 
incomes, and 40 per cent of social grade DEs. 
See figure 3. 

Interestingly, this includes 36 per cent of people 
who say that they are likely to be badly hit by 
the introduction of changes to the way Universal 
Credit benefits are paid, including the shift to 
monthly payment, the direct payment of Housing 
Benefit to tenants, and the payment of Universal 
Credit on a single household basis. 

Figure 3 Consumers who are interested in 
opening a credit union account

%

All consumers 29

Low income consumers 31

Low to middle income consumers 32

Social grade DEs 40

Likely to be significantly badly affected by 
changes to way benefits are paid 

36

Base: all adults (1,880)

As figure 4 shows, over a third (34 per cent) of 
consumers say they are either definitely interested 
in the credit union or like the proposition but 
would need more information before committing. 
Critically, interest in potentially opening an account 
is strongest among those on low and low to 
middle incomes: nearly two fifths (38 per cent) of 
those on low-incomes, and over half (55 per cent) 
of low to middle income earners (the ‘squeezed 
middle’) say they would potentially be interested, 
once they have received more information, in 
opening a credit union account. 

Dissatisfaction with existing forms of provision is 
high among these segments, with 19 per cent 
of those on low-to-middle incomes and 28 per 
cent of those on low incomes saying they are fully 
satisfied with High Street banks and therefore 
unwilling to consider other options. 
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Figure 4 Consumers who may be interested in opening a credit union account but need more 
information before doing so

All 
consumers %

Low 
incomes %

Low to middle 
incomes %

Definitely interested in opening an account 7 12 12

Interested but want more information before 
committing 

27 26 40

Happy dealing with High Street banks and 
not interested in other approaches 

25 28 19

Not convinced credit unions are for me 13 16 16

All interested 34 38 55

Base: 1,509 adults 

UK consumers display a high tendency for 
consumer inertia with banking products. However, 
it is possible that the appetite demonstrated 
by these findings could be explained, to some 
extent, by the perceived consistency of existing 
provision. Recent examples from the United 
States suggest the benefits of a mature credit 
union sector in promoting account switching. It 
is conceivable this could have particular benefits 
in the UK if, for example, mainstream providers 
opted to significantly dilute the functionality of their 
existing accounts or moved away from the current 
free-in-credit current account model. The recent 
decision by Bank of America to begin charging 
$5 per month for debit card usage was followed 
by 650,000 consumers opening new credit union 
accounts during October 2011 – more than during 
the entire previous year.19 

A further 40,000 consumers were estimated to 
join credit unions as part of the highly publicised 
‘Bank Transfer Day’ last November. 

19 http://ti.me/LMFo6h 

What do consumers like about the credit 
union proposition?

Among those who like the credit union 
proposition, and may be interested in joining 
a credit union once they have received more 
information:

 - 47 per cent like the idea credit unions 
operate on a not-for-profit basis

 - 41 per cent like the fact credit unions are 
owned by their customers

 - 27 per cent like the fact credit unions have 
strong connections to the communities they 
serve

13
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Improving access to credit 
union services 
While credit union represent an excellent means 
of providing services to low-income consumers, in 
the areas in which they operate, it can be difficult 
for consumers to access them if they live in areas 
where coverage of credit union services remains 
poor. ABCUL estimates that in 2010, eight million 
adults were unable to access credit union services 
for this reason.20 

With 11,800 post offices across the UK, about the 
same as the UK’s bank networks combined, there 
is significant scope for post office access to:

 ● facilitate universal access to credit union 
services

 ● increase the capacity and scalability of the 
credit union movement

 ● allow credit unions to serve existing customers 
more effectively and appeal to the widest 
possible additional customer base

 ● promote the growth of credit unions at the 
same time as offering other targeted products 
that could benefit low-income consumers 
eg targeted loans, transactional budgeting 
accounts

Our findings confirm that problems in accessing 
credit union services are major inhibitors to 
take-up – 20 per cent of consumers told us they 
would be interested in opening a credit union 
account but cannot because there isn’t one 
nearby. See figure 5.

20 Figures sourced from ABCUL and refer to coverage during 
2010 

In other words, more than half of consumers who 
might be interested in joining a credit union are 
currently unable to do so because of geography 
– making the benefits of extending access 
through post offices clear. 

This includes 23 per cent of low income 
consumers; 23 per cent of low to middle 
income earners (who are a key target group if 
credit unions are to appeal to wider customer 
segments, and if credit unions are to respond to 
the particular appetite of this group); and 31 per 
cent of people who feel they will be significantly 
badly affected by the changes to how Universal 
Credit is to be paid. 

There is a particular opportunity for housing 
associations to drive up awareness and take up 
of credit union services among their tenants:  
only 15 per cent of social housing tenants and  
17 per cent of housing association tenants 
say they are interested but unable to join a 
credit union, because there isn’t one nearby, 
compared to 27 per cent of people living in the 
private rented sector. Housing associations 
have significantly promoted credit unions to  
their tenants over recent years. 
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Figure 5 Interested in joining a credit union 
but unable to because there isn’t one 
nearby 

%

All consumers 20

Low incomes 23

Low to middle incomes 23

Likely to be significantly affected for the 
worse by changes to way benefits are 
paid

31

Private rented tenants 27

Social housing1 tenants 15

Housing association2 tenants 17

Base; 1,880 adults 

Convenience of the Post 
Office for face-to-face 
transactions
Our findings show that consumers interested in 
joining a credit union consider it essential to have 
face-to-face access when opening or managing 
their accounts: 80 per cent think it is important to 
be able to do so at a credit union branch and 74 
per cent think it is important they could do this at 
a post office. 

Nearly half (46 per cent) of consumers say the 
post office would be a convenient way for them 
to access credit union services, just under a third 
(30 per cent) disagree and a fifth (18 per cent) 
are unsure – this perhaps reflects the current 
service offer, so might be expected to increase 
with improvements to the opening hours, branch 
environment and service standards in post offices. 

As figure 6 shows, lowest income groups and 
those who can most benefit from credit union 
access are most likely to consider the Post 
Office a convenient place to access credit union 
services. Consumers are more likely to consider 
the post office to be convenient to access credit 
union services if they are on low incomes (49 
per cent), low to middle incomes (51 per cent), 
social grade DE (57 per cent) and if they consider 
they will be significantly adversely affected by the 
changes in the way Universal Credit will be paid 
(57 per cent).  

Unsurprisingly, consumers with a Post Office Card 
Account (POCA) are also more likely to consider 
the post office as convenient for accessing credit 
union services (64 per cent). 

Figure 6 Would it be convenient to access 
credit union services through the  
Post Office? 

%

All consumers 46

Low incomes 49

Low to middle incomes 51

Social grade DE 57

Likely to be significantly affected for the 
worse by changes to way benefits are 
paid

57

Post Office Card Account holders 64

Base: 1,880 adults
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It is entirely to be expected that face-to-face 
access is considered an important part of the 
credit union proposition. Consumers continue 
to attach significant value to the option of 
undertaking transactions face-to-face. For 
many consumers this is in addition to being able 
to access their accounts through alternative 
channels. For example, research undertaken by 
the Office of Fair Trading (OFT) shows 70 per 
cent of current account customers consider it 
important that their account offers branch access 
close to where they work or live with this being 
the number one factor influencing choice of 
bank.21 Research undertaken for Consumer Focus 
suggests this could be even higher, with 84 per 
cent of current account customers and 84 per 
cent of ABC1s saying they value having a bank 
branch nearby.22 

Crucially, it seems that the development of a 
shared banking platform would not only enable 
post office access, but that it would be a 
prerequisite for consumers to access credit union 
services or manage their accounts through other 
means, for example over the telephone or online. 

Multichannel access is, unsurprisingly, 
considered important to consumers who are 
interested in opening a credit union account,  
with 76 per cent of consumers stating that 
access online or over the telephone is important 
for them. This includes 90 per cent of those in 
social grades AB, 76 per cent of low-to-middle 
income groups, and a significant minority  
(41 per cent) of those on low-incomes. 

21 Office of Fair Trading Review of Barriers to entry, expansion 
and exit in retail banking (2010) 

22 Survey of 2,000 consumers undertaken by TNS for 
Consumer Focus 

The benefits of a local and 
trusted service
Low income consumers trust and value the Post 
Office network when they very often do not feel 
comfortable and may be unwilling to use High 
Street banks for transactional accounts, savings 
products or loans.23 Research for Consumer 
Focus suggests that a partnership between credit 
unions and the Post Office would not only help 
to secure universal coverage for credit unions, 
it may also offer a significant commercial and 
development opportunity. 

The research found that credit unions are 
popular when the character of credit unions and 
their services are understood by low-income 
consumers but, among those who had not heard 
of them previously, there was often wariness 
about whether credit unions were ‘too good to 
be true’. Consequentially, there is an underlying 
commercial opportunity in securing post office 
access, with the strong awareness of and trust 
in the Post Office brand encouraging consumers 
to consider a credit union option when they 
otherwise might not. 

Our research underlines the importance of 
face-to-face access and the logic of the Post 
Office being a primary vehicle for consumers to 
undertake credit union transactions. Among those 
interested in opening a credit union account, and 
who want to be able to use the Post Office to do 
so, 49 per cent told us this was because the Post 
Office is local, and 35 per cent because of the 
trust they have in the institution. 

23 Consumer Focus Opportunity Knocks: Providing alternative 
banking solutions for low-income consumers at the Post 
Office (2010) 
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Credit where credit’s due

Previous research for Consumer Focus found that 
94 per cent of Post Office Card Account holders, 
and 84 per cent of basic bank account holders, 
trust the Post Office. 

Crucially, given the limited awareness of the 
credit union concept, our research also finds 
that consumers may be more likely to trust the 
credit union proposition if it is offered through 
post offices. 

46 per cent say they would be more likely to 
trust a credit union more if it was offered through 
a post office – rising to 53 per cent of those on 
low-incomes and 53 per cent of those on low to 
middle incomes. See figure 7.

Figure 7 Consumers who are more likely to 
trust credit unions offered through the 
Post Office

%

All consumers 46

Low incomes 53

Low to middle incomes 53

Social grade DE 40

Likely to be significantly affected for the 
worse by changes to the way benefits 
are paid 

56

Post Office Card Account holders 47

Base: 1,880 adults 

Our research suggests the benefits of post office 
access – increased geographical reach, more 
convenient access, and high levels of trust – have 
the potential to significantly drive uptake of, and 
confidence in, credit union products. 

Consumers are more likely to open an account 
with a credit union, or apply for a loan, if the credit 
union is accessible through the post office. Two 
fifths (41 per cent) of consumers would be more 
likely to open an account, rising to nearly half (46 
per cent) of 35-44 year olds and half (50 per cent) 
of people aged 55-64. 

Over a third of people (35 per cent) would be 
more willing to apply for a loan as a result of post 
office access. This includes over a third (37 per 
cent) of those aged 16-24; two fifths (40 per cent) 
of those aged 35-44; and nearly two fifths (38 per 
cent) of those in social grades C1 and C2.
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Low income consumers and  
Universal Credit 

Meeting the needs of low 
and low-to-middle income 
consumers
Low income and low-to-middle income earners 
are more likely to open an account, or apply for 
a loan through a credit union, if it was offered 
through the post office. 42 per cent of low income 
groups, and 44 per cent of low-to-middle income 
earners, would be more likely to open an account 
with a credit union because of post office access. 

36 per cent of low income earners and 40 per 
cent of those on low-to-middle incomes, say they 
would be more likely to apply for a credit union 
loan if they could do so through the post office.  

Better access to affordable credit is particularly 
important for these groups. Low and low-to-
middle income earners have been particularly 
badly hit in the economic downturn, and 
demonstrate limited resilience to withstand 
unexpected budgetary or payment shocks. For 
example, the Resolution Foundation suggests that 
two thirds (67 per cent) of those on low-to-middle 
incomes have less than one months’ net income 
held in savings, a similar number (66 per cent) are 
struggling to keep up with bills or falling behind, 
and a quarter (26 per cent) are unable to replace 
or repair broken electrical goods.24  

24 Resolution Foundation Essential Guide to Squeezed Britain 
(2012). For the purposes of this research, low to middle 
income groups are defined to include a couple without 
children earning between £12,000 and £19,000 gross and 
a couple with two children earning £17,000 and £41,000 

As part of the March 2012 Social Justice 
Strategy, DWP actively recognises the benefits 
of increasing access to basic financial products 
and affordable credit through credit unions.25 
Crucially, DWP suggests that through additional 
funding and other steps to improve access, 
‘credit unions could increase access to basic 
services – banking, savings and credit – for up to 
a million people on low-incomes, and they could 
work towards becoming self-sustaining in the 
near future’. 

We welcome DWP’s aspiration that ‘credit 
unions [could] transform access to affordable 
credit and potentially save consumers millions 
of pounds in interest’. However, we are realistic 
in the scope for credit unions to offer improved 
access to affordable credit only as part of a 
wider suite of solutions.26  

The UK’s credit union sector has made over half 
a million loans in the last five years, typically in 
the region of £200 to £400.27 Much of this was 
facilitated through the DWP’s Growth Fund, 
and aimed to improve access to lower-cost 
credit in deprived communities where there was 
a mismatch between supply and demand for 
affordable credit. 

25 DWP Social Justice: Transforming Lives (2012)
26 The potential of credit unions to offer affordable credit 

will be limited by issues of scalability, but also challenges 
associated with improved credit scoring and assessment 
measures and automation. For a comprehensive 
assessment of affordable credit and the current state of 
provision in the UK, see Consumer Focus Affordable Credit: 
Lessons from Overseas (2011). Prepared by the Personal 
Finance Research Centre, University of Bristol 

27 Business, Innovation and Skills Select Committee (2011) 
Debt Management. 14th report of session, 2011-12
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Evaluation suggests the Growth Fund was highly 
successful in reaching its target audience: eight 
in 10 borrowers were from the lowest income 
quartiles, according to Collard et al (2010).28 
However, the effective targeting of low-income 
and underserved groups arguably came at a price 
– in serving low-income consumers so effectively, 
credit unions arguably did not attract and did 
not always appeal to as wide a cross-section 
of potential members as they possibly could. 
As a result, some credit unions may be less self 
sustaining than might otherwise be the case. 

Strikingly, one of the primary benefits of a 
partnership with the Post Office may be the scope 
to expand the geographic reach and scalability 
of credit unions, and in doing so, to develop a 
more attractive proposition that appeals to a 
considerably wider potential customer base, 
including those on relatively higher incomes such 
as low-to-middle and middle earners. 

28 Collard, S; Hale, C; Day, L (2010) Evaluation of the DWP 
growth fund revised final report

Facilitating access to 
transactional accounts 
According to the Financial Inclusion Taskforce:29

 ● 1.75 million do not hold a transactional 
account of any description

 ● Just over 850,000 hold only an existing Post 
Office Card Account (POCA), which has only 
limited functionality eg customers cannot 
receive inward payments, such as wages, 
other than the payment of pensions and 
benefits

 ● 900,000 people do not hold an account of any 
sort, operating purely in the cash economy 

Those without bank accounts are unable to 
benefit from cheaper utility tariffs; receive inward 
payments, such as wages; and incur a wide range 
of other costs associated with financial exclusion 
(the ‘poverty premium’).

However, many on low incomes have also been 
reluctant to open basic bank accounts or current 
accounts because of the fear of punitive charges 
associated with penalty fees if they go overdrawn, 
and the consequential disruption to carefully 
balanced money-management routines if, and 
when, such fees are incurred. 

HM Treasury data30 finds that, for low income 
households operating a conventional Direct Debit 
facility, any savings are offset by an average loss of 
£140 per annum in penalty charges – a cost borne 
disproportionately by the poorest households. 

29 Financial Inclusion Taskforce Banking Services and Poorer 
Households (2010)

30 ibid
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Consumer Focus supports the introduction of a 
modified budgeting and bill payment facility (a ‘jam 
jar’ account), as part of the core functionality of 
a fully transactional account, and which could be 
offered through credit unions, the Post Office and 
banks. Such accounts could offer the advantages 
associated with regular payments, but minimise 
the risks associated with penalty fees, thereby 
encouraging the take-up among low-income and 
consumers without accounts.

We welcome Government’s announcement that it 
intends to explore with each of these providers – 
the major banks, the Post Office and credit unions 
– how these accounts can be introduced.31 

Credit unions are clearly only a part of this 
solution – accounts would also need to be 
offered by other providers to secure take-up 
among the groups of consumers who could 
potentially benefit. However, we know many 
POCA customers have told us they want an 
account that has such additional features, and 
to continue using Post Office branches, which 
they know and trust, to access their accounts.32 
A majority of POCA holders state that such an 
account would better meet their needs than their 
current arrangements.33

31 Issued in a written answer to the House of Commons on 21 
February 2012

32 Consumer Focus Opportunity Knocks: Providing alternative 
banking solutions for low-income consumers at the Post 
Office (2010)

33 74 per cent of low-income groups who only hold a POCA 
state that such an account would better meet their needs 
than their current arrangements

Interestingly, ABCUL estimates that, using a 
shared banking platform that enabled post 
office access, credit unions could typically offer 
a modified bill payment facility on more cost-
effective terms than previous work has suggested 
would be the case with mainstream providers. 

ABCUL estimates that a bill payment service for 
low-income consumers could be provided for the 
cost of 90p per week,34 which compares favourably 
with work undertaken for HM Treasury that found 
mainstream providers could face significant costs 
associated with this type of account.35

Mitigating the adverse impact 
of Universal Credit 
In addition to the benefits in respect of financial 
inclusion, the introduction of transactional 
budgeting accounts takes on particular urgency 
given the household budgetary risks, for low 
and low-to-middle groups, associated with the 
introduction of Universal Credit from 2013.

Among the biggest challenges for the millions of 
consumers affected by these changes will be the 
move to monthly payments. Most benefits are 
currently paid on a weekly or fortnightly basis, 
and many consumers therefore budget according 
to similar timescales. The transition to Universal 
Credit therefore represents a testing period, with 
low-income consumers being required to adjust to 
the new payment timescales while attempting to 
avoid significant budgetary disruption. 

34 Figures supplied by ABCUL
35 Social Finance Transactional Jamjar accounts (2011). 

However the research did find that significant economies of 
scale could be generated through widespread take up of 
such an account 
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Further risks are associated with the introduction 
of a single household payment, as opposed 
to existing payments to individuals, and the 
payment of Housing Benefit directly to recipients 
not landlords.

52 per cent of those who say they are likely to be 
significantly affected for the worse by the changes 
to Universal Credit say they are more likely to 
open an account with a credit union, if they can 
do so through the Post Office. 

Post Office access is therefore important for 
credit unions to be able to respond effectively, 
and to help to manage the impact of these 
changes, for those consumers most likely to 
experience detriment. 

Those expecting to be significantly affected by 
Universal Credit are also 40 per cent more likely 
to take out a loan through a credit union, on more 
affordable terms. 

However, even with rapid growth and steps 
to increase their scalability, credit unions may 
struggle to meet demand associated with other 
changes proposed to the welfare system. This 
includes the end of the discretionary Social Fund 
administered by Jobcentre Plus, which currently 
supports low-income groups to cover costs which 
are difficult to meet from their regular income, 
such as replacing white goods or school uniforms. 

The Social Fund will be replaced with a new 
discretionary system of Local Welfare Assistance, 
to be administered and provided by local 
authorities.36 In some instances, it is likely that the 
level of local authority support under this scheme 
will be minimal; and that assistance may only be 
provided in the form of vouchers or signposting to 
third sector providers. 

In other cases, local authorities may, in the first 
instance, refer claimants directly to their local 
credit union – underlining the importance of 
expanded and ultimately universal access to credit 
union services through the Post Office. 

Credit unions are also an important complement 
to the budgeting advances proposed by 
Government. Budgeting advances will replace the 
current system of Budgeting Loans, offering an 
interest-free advance of Universal Credit for those 
on the lowest incomes.

In its Social Justice Strategy,37 the Government 
says it expects this will help those who would 
otherwise be vulnerable to high cost or illegal 
lenders, although more information is needed on 
the terms, scope, and eligibility criteria that may 
apply. In any event, it seems likely that these wider 
changes will increase further the demand for 
credit union services. 

36  For more, see Business, Innovation and Skills Select 
Committee (2011) Debt Management. 14th report of 
session, 2011-12

37  DWP Social Justice: Transforming Lives (2012)
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Consumer Focus is currently undertaking further 
research to understand the budgetary needs of 
low-income and consumers without accounts 
to inform DWP’s rollout of Universal Credit and 
to promote the design and delivery of effective 
budgetary and account solutions to ensure the 
transition is achieved smoothly. 

Credit unions that provide anciliary services, such 
as budgeting accounts, have until recently only 
been allowed to cover the cost of that service. 
However, recent legislative changes have removed 
that restriction and better position credit unions to 
develop and expand this type of account as part 
of the preparation for Universal Credit. 
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Credit unions are only a part of the solution to 
banking and credit for low-income groups, but 
we welcome recognition of their importance. 
Securing post office access will increasingly allow 
credit unions to deliver on their potential, and 
crucially, it will enable credit unions to support 
increasing numbers of low-income groups 
through the banking and budgetary challenges of 
the years ahead.

There are clear benefits to extending access to 
credit unions through the Post Office. This could 
enable credit unions to reach many more people; 
drive sustainable growth in the credit union sector; 
and respond to the considerable appetite among 
low income and low-to-middle income earners for 
access to a wider range of banking and budgeting 
accounts built around their changing needs. 

We welcome steps being taken by Government 
to progress this ambition: DWP’s findings 
demonstrate that credit unions could increase 
access to basic financial services – banking, 
savings products and affordable credit – for up to 
a million people on lower incomes. Our findings 
show considerable consumer appetite for this 
potential to be unlocked. 

Around a third of UK consumers would consider 
joining a credit union, including significant 
numbers of low-income consumers, but Post 
Office access could also extend access to, 
and the appeal of, credit unions across wider 
customer segments, building the sustainability 
and scalability of credit unions to offer accounts, 
savings and loans. 

It remains difficult for consumers to access credit 
union accounts if they live in areas where the 
coverage of credit union services is poor, and 
awareness of credit unions and their purpose 
remains low. 

Post office access could allow universal access 
to credit union services; increase the capacity of 
the credit union movement; enable the sector to 
offer transactional accounts, including budgeting 
accounts which could help mitigate the adverse 
impact of changes to Universal Credit; and would 
promote the growth of credit unions across the 
widest possible customer base. 

A significant proportion of low income and low-to-
middle income groups would be more likely to join 
a credit union or apply for an affordable loan if they 
could do so through a Post Office. We therefore 
strongly support steps to extend post office 
access, and to grow the role of credit unions in 
providing financial services across the UK. 

 

Conclusions
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