
In December 2024, the new Labour Government committed to introducing a
National Financial Inclusion Strategy. Three ministers and eleven months
later, the Strategy is close to publication. 

Over the past year, Treasury officials and commissioners, representing
consumer groups and financial institutions, have worked in subcommittees
to cover every facet of financial inclusion from credit to insurance products
and the role of digital inclusion. The core aim of developing the Strategy is to
help people who are financially vulnerable to access banking, build savings
and improve their financial resilience. 

Once published, the focus will shift to implementation. The next phase will
involve turning the Strategy into action, where we hope to see clear
timelines, responsibilities and delivery plans. Getting the direction of the
Strategy correct remains the key step for now as it should become the
guiding light for how financial inclusion is tackled for years to come.  

We know it would be unrealistic to expect the Strategy to suddenly stop
exclusion and change the lives of the 20.3 million people currently in
financially vulnerable circumstances overnight. But this is a once-in-a-
generation opportunity to make a meaningful difference for millions. We are
not talking about small-scale change. The last Financial Inclusion Taskforce
in the 2000’s helped 8.8 million people open a bank account for the first time
- that is the level of ambition we need. 

For the past year we have been influencing Government and those working
on the Strategy so that it rises to the scale of this challenge with a bold,
joined-up plan that tackles the root causes of exclusion and ends the poverty
premium. As the launch of the Strategy approaches, questions remain about
whether this will be achieved. For this reason, we have set out our three top
priorities.  

A PLAN FOR EVERYONE: WHY 20 MILLION
PEOPLE NEED THE FINANCIAL INCLUSION
STRATEGY TO DELIVER 
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There is a large unmet demand for credit for those on low
incomes, currently estimated at £2 billion. The Strategy must take
this issue head on. Credit is not a substitute for a decent income,
but it is an essential tool that enables people to smooth out the
ups and downs in income that we all experience throughout our
lives. We are calling for a Fair Banking Act. This would be
modelled on the Community Reinvestment Act in the United
States, which ensures that banks serve all sectors of the
community. Under the Fair Banking Act, banks would be required
to disclose their performance on financial exclusion and receive a
rating on their performance. If legislation is not an option in the
short term, the Strategy must include ambitious, measurable
targets for increasing the supply of affordable credit. This will
help to show whether voluntary actions are working or if further
steps, like new legislation, is needed. 

01  Introduce A Fair Banking Act 

There is a risk that the Strategy will not include any
recommendations or actions to address the extra cost of car
insurance facing low-income households. For some people, a car
is essential for getting to work, school, hospital appointments and
to visit loved ones. These are key enablers for people to lift
themselves and their families out of poverty and to boost
inclusive economic growth. Yet people living in the most deprived
areas can end up paying £300 extra each year for their car
insurance, and almost £400 extra each year if they pay monthly
instead of annually. The poverty premium shows that intervention
is needed, whether that is market-wide reform to pricing, or a
targeted discount, so that low-income households do not have to
pay more because of factors outside of their control. The
Government and regulators already have some of the necessary
mechanisms in place, such as the Consumer Duty and the have
regard to financial inclusion. The Strategy must hold the regulator
and industry accountable for ensuring insurers’ pricing models
meet these requirements and that they are not discriminatory.  

02 Make car insurance more affordable
for low-income households 

THE GOVERNMENT’S FINANCIAL
INCLUSION STRATEGY MUST

https://www.lek.com/sites/default/files/PDFs/lending-financially-vulnerable.pdf
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We have long called for the Strategy to use inclusive design
principles from the outset. This approach ensures that people
affected by Government and regulatory action are not just
consulted, but that they are actively involved in co-designing
solutions and evaluating progress. The Committee has involved
people with lived experience of financial exclusion to understand
the problem. This was a good first step but doesn’t go far enough.
At the heart of inclusive design is a simple idea: those who are
financially excluded should lead the design of solutions that so
that they are fit-for-purpose. Inclusive design provides a practical
way to make this happen at every stage, from policy and product
design to delivery and evaluation. 

03 Make inclusive design central to
design and implementation 

THE GOVERNMENT’S FINANCIAL
INCLUSION STRATEGY MUST

“Financial exclusion leaves some people with
no choice but to turn to a loan shark when
their washing machine breaks, or to turn down
a job in the next town because they can’t
afford to get there. 

These are symptoms of a financial system
that is working against people, rather than for
them. 

The Financial Inclusion Strategy is a chance to
change this and to redesign the products we
all rely on, so they are inclusive and built
around people’s real lives. 

When the Strategy is published it must be
compassionate and ambitious. To create a
lasting legacy, it has to get rid of the poverty
premium, because everyone deserves the
chance to thrive, not just to survive.” 
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