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At least 800,000 Canadian
adults go without a mainstream
bank account. Most of these
people live in inner-cities or on
low incomes. Having grown
more focussed on shareholder
value and services for middle and
upper-income people, such as
mortgages, investments, and
mutual funds, mainstream banks
lack the services, expertise, and
clear incentives to serve low-
income clients. Mainstream
banks offer a wide array of
financial services through
branches and ATMs. But
something as basic as cashing a
cheque involves a hold period,
and mainstream banks have
personal ID requirements
difficult for some people to meet.
In addition, mainstream banks
have pulled out of small loans in
favour of credit lines and cards.
These forms of credit are not
accessible to people without an
adequate credit record. This
mismatch between service
provider and market is also
associated with mainstream
bank branches closing in inner
cities, making access to banking
services still more difficult to
come by for low-income people.

Without a mainstream bank account,
low-income people rely on fringe banks
and informal financial service providers.
These businesses offer transactions

services and small loans with an emphasis
on speed, convenience, and in some cases,
anonymity of their clients. What they do
not offer is access to savings schemes,
techniques for improving one’s credit
rating, and all the other financial advice
and developmental services that we
associate with financial literacy.

Many civil society organizations,
located in inner-city neighbourhoods and
counting many residents among their
members, can facilitate financial literacy
right where many of these underserved
people live – the“situated learning” that is
often most effective. Some of these
organizations work in fields related to
financial literacy such as financial
counselling, microenterprise, and asset-
building, and offer their constituents
assistance in completing income-tax
returns. Limited budgets keep these
organizations from working with everyone
in their locale, however. Many people may
not know about the services that they
offer.

So for tens of thousands of low-income
people, the complete range of financial
services appropriate to their needs remains
out of reach. The capacity, the expertise,
and the location necessary to provide these
services are present in different providers,
but rarely if ever in one and the same
organization.

It is our belief that community banking
projects are a first step to resolving this
dilemma by means of partnerships they
instigate between community organiza-
tions and mainstream banks. In the course
of a research project entitled“Financial
Exclusion and Poverty in Canada” we
tracked the experiences of four commu-
nity banking projects: Cash & Save, the
Community Financial Services Centre,
Pigeon Park Savings, and the Desjardins
Mutual Assistance Fund. This article
examines the stakeholders and the
characteristics of these four experiences

*

in order to draw some conclusions about
the factors that are key to the success of
community banking partnerships.

Each of the four projects has at least one
financial institution and community
organization connected to it in some way.
In some cases, there has also been a third
organization involved in research and
development.

The Cash & Save is a service centre of
the Royal Bank of Canada (RBC) and
has two outlets in Toronto, one in
Parkdale and one in Regent Park. St.
Christopher House, a community
organization and Bain and Company, a
consulting firm, were actively involved in
the development stage of the project. St.
Christopher House operates a variety of
programs including housing and job and
skills training that work with over 10,000
people in Toronto’s downtown west. Bain
and Company is an international
consulting firm. It researched and
facilitated the development of the
business plan that RBC used as a model
for both outlets. St. Christopher House
staff contributed to the business plan by
voicing community needs and bringing
neighbourhood residents to the design
phase. Once the Cash & Save was
developed, the involvement of St. Chris
and Bain and Company was minimized.
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The PHS Community Services
Society (formerly Portland Hotel
Society) is a community organization
whose many programs annually touch
the lives of approximately 10,000 people
in Vancouver’s Downtown Eastside.
PHS operates Pigeon Park Savings with
Vancity Credit Union, one of the largest
credit unions in Canada and a major
financial service provider in Vancouver.
PHS staff are trained to work in PHS
programs and trained by Vancity to
deliver basic banking. Vancity also
provides the computer system, backroom
processing, and assists PHS with
development issues.

The Community Financial Services
Centre (CFSC) in Winnipeg is a pilot
project of North End Community
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Renewal Corporation, a community
agency, and was developed and imple-
mented with Assiniboine Credit Union
(ACU), a major credit union in
Manitoba. The role of the Alternative
Financial Services Coalition, a network
of nonprofit organizations alarmed by
the closure of mainstream bank outlets
and the increase in fringe banking in the
North End, was also important. It
brought together neighbourhood
organizations, a credit union, and
research support to address the problem
of underbanking. At the Centre, CFSC
staff delivers some of the services, such as
financial counselling, while ACU staff
provides others, such as account opening.

The Desjardins Fédération works
with a number of andcaisses populaires

budget (or credit) counselling organiza-
tions to provide microloans from their
mutual assistance fund (Fonds d’entraide
Desjardins) to people in financial
difficulties who cannot otherwise access
credit. The federation and local
provide the loan capital and contribute to
the financial counsellor’s salary. The local

maintains the loan fund by replen-
ishing any loan losses. The counselling
agencies, like Options Consommateur and
Le Groupe de Recherché en Animation et
Planification Economique (GRAPE),
refer clients to the program, do pre-
lending counselling, and monitor repay-
ment. (See table, above.)
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(photo) Caisse populaire Desjardins du Vallon

near Québec City and (inset) the Outrement

branch, Montréal. Photos courtesy of Desjardins.
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Rewards & Challenges

Partnerships can be both rewarding and
challenging. The establishment of the
community banking projects demon-
strates the rewards of partnerships. And
there were challenges. These challenges
include: negotiating between different
interests of the partners in the projects,
the need to build cross-cultural dialogue,
and the importance of interpersonal
relationships among the leaders.

The research found that the different
organizations involved in each project
shared many interests. They were
interested in developing financial services
that support the area residents, and in
building a viable financial institution.

Each project has balanced the two
goals differently. For instance, the Cash
& Save is probably the most financially
viable and the CFSC the least. But the
CFSC offers a richer selection of
transactions and developmental services
than does the Cash & Save. The
consequences for the projects are quite
different. The Cash & Save faces less
stress than the CFSC regarding financ-
ing but may be more exposed to criticism
from the community. Conversely, the
CFSC is more dependent on grant-based
funding but likely receives greater
community support.

Building cross-cultural dialogue and
trust is another important challenge to
meet. Dialogue is needed at two levels:

tions operate in very different settings,
one a for-profit market setting and the
other a not-for-profit charity or justice
setting. Tensions exist between these
types of organizations. Sometimes the
staff of community organizations
criticize banks for earning heavy profits
while ignoring the financial service needs
of low-income Canadians. Conversely,
bank staff sometimes criticize commu-
nity organizations as unrealistic.
Nevertheless, all realized that they
needed one another. They put aside their
differences and worked together to
develop these projects.

For instance, Vancity Credit Union
staff respected PHS as an effective
organization working with and for
Downtown Eastside residents. One
credit union respondent claimed that
Vancity would not work in the
Downtown Eastside on its own but only
in partnership with a community agency.
The PHS respondents also voiced
respect for the work of Vancity and
valued the partnership they had with it.
Mutual respect among staff from these
different organizations was critical to
developing and sustaining a model that
worked.

Cross-cultural challenges don’t
disappear once the project is up and
running. By definition, cross-cultural
tension is deeply rooted. To mitigate it
requires a long-term commitment to
building understanding and relationship.
We believe that those projects that
deliberately address cross-cultural
dialogue on an ongoing fashion are most
likely to succeed in the long-run.

Finally, as much as many people in
several organizations have played roles in
the creation and development of each
project, a few outstanding people and
relationships have been key. In each case,
senior staff in the partner organizations
had pre-existing and overlapping
relationships due to previous activities.
This was particularly the case for the
Cash & Save and PPS. Relationships
between senior people at RBC and St.
Christopher House were critical in the
development of the Cash & Save. Their
relationship led to the initial research
project. The relationship between PHS

Everyone could agree on the ideal. But
tensions resulted when goals were –
implicitly or explicitly – ranked. A
community organization would value
bank profit, but rank quality financial
services as its top goal, whereas the
financial institution would value neigh-
bourhood well-being, but rank the
project’s financial viability as its top
interest. But if neighbourhood well-being
were to require bank branch financial
losses, then the financial institution might
no longer support neighbourhood well-
being. Conversely, if the financial
institution profit requirement were to
trump neighbourhood well-being, then
the community organization might reject
the importance of bank profit.

between community residents and
project developers, and between non-
profit and bank staff. The relationship
between residents and project developers
is critical to design services that satisfy a
felt need. This has been achieved through
different types of research and develop-
ment. In each partnership, the commu-
nity organization generally represents the
concerns of the area residents and bank
staff represent the concerns of the bank.
It is not clear, however, if any project has
a dedicated mechanism for maintaining
staff-resident dialogue in order to ensure
the services stay relevant.

Another point at which intercultural
dialogue needs to occur is between bank
staff and nonprofit staff. These organiza-

Stabilizing the financial system for a few people for a
short time is not the underlying challenge of community
banking projects. The underlying challenge is to transcend
divergent interests & work together to create these |
alternatives so that the model does not break down
when personalities inevitably change over time.



and Vancity leaders was critical in the
development of PPS. Their personal
support and/or endorsement of the
partnership helped bridge any pre-
existing conflicts of interest. The role of a
couple of staff from community organiza-
tions and one credit union staff member
have been critical to the success of the
CFSC.

A project’s long-term viability must
not be closely associated with that same
group of leaders. Rather, successful
leadership is one that fosters development
and then ensures ongoing support from
other staff. Most of the projects seem to
have ongoing support from senior staff so
that early leadership has not created an
obstacle to long-term viability.

Partnerships were, and are, important for
successful community banking projects.
This involves resolving differences in
interests among the partners, building
cross-cultural relationships, and fostering
relationships among leaders from
different sectors.

Community organizations and banks
need each other to succeed in financial
inclusion work. How can organizations
from such different backgrounds be
brought together in greater numbers and
on a more regular basis? One way is to
develop a common language, trust, and

Conclusion

work at understanding common and
different interests, understandings, and
values. Networks and associations that
operate at the local and national level
could usefully support this type of
relationship. This suggests that building
networks beyond one’s own industry
association is of great practical value in
this field.

How can people from such different
worlds be brought together more
intensively and regularly? In the cases
discussed here, it was through mixing on
the boards of other organizations. At
minimum, bringing together staff from
community organizations and banks in a
constructive setting would help. A more
elaborate response is for banks, credit
unions, and community organizations to
establish a centre for best practices on
financial inclusion. Such a centre could
feature experiences in building financial
inclusion and would engage people from
many sectors in dialogue.

The regulatory framework governing
financial services has a profound impact
on the accessibility and appropriateness
of financial services for low-income
Canadians. Community advocates must
continue to call for reform at local and
national levels. Along with deep reform,
community-based efforts at financial
inclusion can deepen our understanding
of the financial service needs of low-
income people and the means to address

these needs. Lessons from these projects
can be used by mainstream banks in their
branch networks.

The community banking projects
have brought together financial institu-
tions and community organizations and
created the conditions for these stake-
holders to learn from each other. This
dialogue allowed them to develop
alternatives that provided more inclusive
choices for some low-income consumers
in the short-term. But stabilizing the
financial system for a few people for a
short time is not the underlying chal-
lenge of community banking projects.
The underlying challenge is to transcend
divergent interests and work together to
create these alternatives so that the
model does not break down when
personalities inevitably change over time.
The need is to use the learnings and
knowledge at a local level to impact the
larger institutions, sectors, cultures and
policies within which the partners
operate.
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