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1. Context

A. Background to the debate

1. The Conference of European Ministers of Justice, at its 26th conference in Helsinki in April 2005, adopted a resolution on seeking legal solutions to debt problems in a credit society. 

This resolution underlines, on the one hand, the role played by an effective credit market in promoting economic growth and, on the other, the importance of striking a balance between the interests of the debtor and the creditor.

The Ministers criticise easy access to credit that can in some cases result in the overindebtedness of households, creating social exclusion of individuals and their families. 

They underline the importance of preventing overindebtedness and the responsibility of individual creditors and debtors in this area.

The resolution suggests two lines of work. These are:

· to seek legal and practical solutions to debt problems encountered by citizens in a credit society, and

· to pay particular attention to prevention and proper management of debt problems, as well as to the role of the statutory institutions and non-governmental organisations involved. 

This contribution focuses on the second area of work. The first– the search for legal solutions – is the subject of other activities being conducted at the initiative of the European Union.

2. The European dialogue platform on ethical and solidarity-based initiatives seeks to facilitate consultation between public authorities and citizens in order to improve their joint ability to respond to societal needs.

It is particularly concerned with socially responsible involvement and economic initiatives to promote solidarity in a number of specific spheres: 

· solidarity-based finance,

· fair trade,

· responsible consumption.

These initiatives organised into specific networks aim to implement a solidarity-based, socially responsible organisation of the economy in order to achieve greater social cohesion in a European context. A European inter-network of ethical and solidarity-based initiatives is currently being set up and will act as an umbrella for these various networks.

The platform is co-ordinated by a Pilot Group composed of representatives of the various parties involved at the Council of Europe (Committee of Ministers, Parliamentary Assembly, Congress of Local and Regional Authorities, CDCS, NGO platform) and representatives of the European inter-network of ethical and solidarity-based initiatives. This Pilot Committee has designated the fight against poverty and exclusion as the platform’s primary objective. 

The platform has set itself the task of considering what specific contribution each of the various sectors (solidarity-based finance, fair trade and responsible consumption) can make in addressing societal issues directly related to the fight against poverty and exclusion, both in general terms and with reference to certain specific issues such as household overindebtedness.

The shared belief is that better dialogue between public authorities and civic initiatives provides added value which in turn leads to more appropriate responses by the public authorities, which are implemented in partnership with civil society players.

The platform’s activities include the publication, in a special issue of “Alternatives Economiques”, of 80 innovatory projects on the themes of inclusion, finance, consumption, the environment, local neighbourhoods and democracy. The publication looks into how voluntary organisations, local authorities and regions work together.
 Various examples used to illustrate this paper are taken from that document.

B. Dialogue and its added value

Banking on dialogue means daring to believe that pooling the experience and expertise of each stakeholder in the dialogue has a greater impact than the mere sum of each stakeholder’s potential. It is based on the assumption that 1 + 1 will be greater than 2.

Experience from dialogues already carried out shows that dialogue has a real multiplier effect. Dialogue produces individual and collective benefits for our societies:

· more effective policies,

· greater recognition and increased legitimacy of civic initiatives,

· rooting of democracy in civic practices,

· increased responsibility of citizens for managing society, 

· recognition of the individual dignity of each player in this dialogue and each of its beneficiaries.

However, conducting a constructive and balanced dialogue is neither simple nor natural. Historically, this model is not one of the ways in which our representative democracies operate. We must learn to engage in dialogue, set the framework and conditions for that dialogue, ascertain each stakeholder’s constraints, strengths and weaknesses, establish the stakeholder’s legitimacy; define the aims of the dialogue, etc.

Dialogue between public authorities and civil society is a challenge to be taken up, a challenge which will benefit democracy, citizen participation and solidarity.

C. Dialogue and overindebtedness 

Households forced to live in situations of extreme exclusion are hard hit by overindebtedness. This phenomenon affects a (limited) number of European households, and the countries of western Europe are currently worse hit than those of eastern Europe.

The debate on overindebtedness is set in an economic context in which, on the one hand, access to credit remains one of the major driving forces behind the development of our societies and, on the other, the economic and cultural model presents many of our fellow citizens with choices by which they are drawn into the spiral of excessive debt.

Providing responsible access to credit for everyone and combating overindebtedness is a responsibility that must be shared by the stakeholders in the debate: public institutions, the commercial sector, and more specifically the banking and credit sector, civil society and citizens. These players cannot remain indifferent and passive in the face of the exclusion of all too many citizens who, whether actively or passively, are the victims of deficient regulatory systems.

Overindebtedness challenges human dignity because, in view of the income available to them, these households can no longer lead a life consistent with human dignity. In some cases, basic needs are no longer catered for. 

The battle against overindebtedness must be waged both preventively and curatively and take into account the legal, economic, psychological and sociological aspects of the phenomenon.

2. Ethical and solidarity-based finance and combating overindebtedness

1. To meet what needs?

The main beneficiaries of ethical and solidarity-based finance today are entrepreneurs in the solidarity-based economy, unemployed persons setting up their own business, farmers going into organic farming or directors of community businesses, who all have in common the fact that they face difficulties in securing funding from the traditional banking system.

As a way of approaching the potential role of ethical and solidarity-based finance in combating household overindebtedness, it may be useful to review various needs that have been clearly identified among the overindebted and suggest possible ways of responding to them.

People in financial difficulty require particularly effective information and counselling services. In many countries, these services are organised on the initiative of the third sector and/or the public authorities
. These services, which are, in the vast majority of cases, free, are a key factor in the fight against overindebtedness. 

These services will perform their role and save a large number of people from living in situations of overindebtedness provided they meet a number of conditions. They must be close to the citizen, be easily accessible, provide free and efficient services and avoid stigmatising the difficulties faced by those seeking assistance.

Based on interviews with overindebted households, some of whom have been living in that situation for many years, one can say that, broadly speaking, the financial needs faced by overindebted people mainly cover three interdependent areas:

· employability and mobility,

· housing,

· consumption.

Employability means securing the necessary resources to keep one’s job (keeping or acquiring a vehicle to travel to one’s workplace in an area not well served by public transport), and securing the necessary funds to create one’s own job.

The question of decent housing is raised from the outset by many households faced with overindebtedness.

The issues at stake are:

· how to continue living in the family home: continuing to pay the mortgage, renegotiating it, continuing to pay a sometimes high rent, etc

· how to gain access to housing that is better suited to the family’s needs: raising the money for the deposit required by the landlord, paying for essential work to be done, etc

· how to improve housing to make it fit to live in, better suited to the family situation, more energy-efficient, etc

Access to consumer credit remains by and large a permanent need of overindebted families, who should have access to appropriate credit in order, for example, to replace domestic appliances or furniture, or purchase a computer with a view to continuing education.

Owing to the lack of sufficient finance, overindebted households have had to turn down a job, being unable to pay for driving lessons, have had to spend more than is reasonable for heating, being unable to insulate their home properly, have had to spend large sums of money on laundry bills, being unable to afford a washing machine, etc.

To meet the different needs of overindebted households, the ethical and solidarity-based finance sector possesses assets in the form of specific competences, expertise and a tradition that can help households faced with protracted financial difficulties to overcome exclusion.

2. In partnership

The responses needed to meet these various needs should not be provided exclusively by the ethical and solidarity-based finance sector. Ideally, they should form the subject of a debate between that sector, the public authorities and banking and credit institutions in order to optimise the responses provided, make the most of each party’s expertise and trigger a multiplier effect that will make it possible to put in place arrangements accessible to the greatest possible number of people.

Overindebted households cannot provide a satisfactory answer to many of their questions because they are faced either with exclusion from banking services or with loan offers at prohibitive rates. In view of their situation, some lending organisations only offer them loans and loan conditions that are totally unsuited to their needs and their financial position.

Banking and credit institutions have an important role to play in combating overindebtedness. In view of the ever increasing number of loans granted, their responsibility cannot be underestimated and concerted action must be taken with the other dialogue partners in various fields. The information provided to consumers must be accurate and reliable, but not excessive, credit must be granted following a thorough analysis of the consumer’s position and ability to repay; in the event of repayment difficulties, socially acceptable procedures should be encouraged. It is a matter of urgency that these first three questions should form the subject of a permanent dialogue, particularly with consumer organisations, in order to promote responsible practices and enable everyone to lead a life consistent with human dignity.

3. Proposals

Initiatives can be encouraged through:

a
financial support and assistance to the voluntary associations specially authorised to carry out preventive and/or curative programmes,

b
individual financial support and assistance to households in severe financial difficulty.

With regard to voluntary associations

Many civil society organisations are working in the field of responsible consumption and the fight against overindebtedness on a preventive and/or curative basis, through actions of an individual and/or collective nature.

Financial support

Credit needs of voluntary associations

These associations, which have acquired expertise in their spheres of activity, generally receive financial support from the local, regional, national or European public authorities. However, these organisations are known to be relatively fragile financially because their budgetary equilibrium depends both on the amount of funding granted by the public authorities and on the time at which the grants are paid.

These organisations are regularly required to contract loans in order to carry out their activities, pending the actual payment of public authority grants. No one can be unaware of the accounting gymnastics performed by associations’ finance managers, who have to wait for months, or even years, to receive the balance for funded projects, when they are not having to justify expenditure that had to be incurred before receiving the official notice confirming the award of the grants.

As is already happening in practice today, the ethical and solidarity-based financial sector is called upon to grant loans on the most favourable terms to associations awaiting the receipt of public or private funding, to enable them to start up, or not interrupt, action programmes aimed at overindebted people. 

An enhanced dialogue between the associations working in the field and the public authorities should be initiated or maintained in order to lay down operating rules that take account of the constraints facing the voluntary sector, and to facilitate implementation of programmes carried out by civil society applying its expertise to the fight against exclusion. 

Pending specific measures, concerning in particular the prior funding of actions delegated by the public authorities, one might reasonably expect an initial outcome to be appropriate recognition by the public authorities of the interest paid by organisations forced to incur debts.

Financial partnership

In the past, civil society has very often been the driving force behind new assistance and support arrangements against exclusion. A real agent of change, the voluntary sector, sometimes operating on the fringes of legality, has devised, promoted, initiated, tested and developed many new forms of support before these arrangements were recognised and potentially funded by the public authorities.

Nowadays, these new initiatives stem more commonly from a dialogue between civil society and public authorities supporting these initiatives on a trial basis.

Various initiatives might accordingly emerge from the future dialogue between civil society, the ethical and solidarity-based finance sector and the public authorities. These initiatives, within which risks are shared for the sole purpose of overcoming exclusion, call upon each player to come forward with their particular characteristics and skills. The combination of these possibilities will open up fresh prospects for those excluded from society.

Without being exhaustive, in view of the specific needs faced by overindebted people and enumerated above, we can propose as of now that a dialogue be conducted on:

· the creation of collective rent guarantee funds,

· the introduction of arrangements for granting socially responsible consumer credit, on the model of the arrangements recently introduced in Belgium by Osiris
, in France by the Caisse Solidaire de Franche Comté
 or in the context of credit unions
 in the United Kingdom

· the creation of social loan guarantee funds on the model of the initiative in progress in Finland
,

· the creation of public funds to promote social cohesion and restore links between banks and persons excluded from banking services
,

· the development of machinery to guarantee basic insurance services to all at moderate prices (car insurance, home insurance, family insurance etc),

· the possibility of unconditional access to health services,

· etc

These dialogues between stakeholders will be an opportunity for those jointly involved in the fight against exclusion to get to know one another better. As explained above, everyone stands to gain from this dialogue, and it will therefore be necessary to determine the conditions for establishing it on a permanent basis.

A further objective of these dialogues would be to establish the legal conditions specific to each country so as to allow optimum and harmonious development of these arrangements for combating exclusion.

Working methods might also be found among voluntary sector players who, working discreetly and sometimes confidentially, have set up machinery for aiding overindebted families, in some cases on a long-standing basis. Given the lack of funding for these actions in relation to the population’s needs, they are not in a position to do much advertising for their initiatives.

Scientific co-operation

The expertise of the ethical and solidarity-based finance sector is by no means confined solely to financial matters. The sector has considerable experience of supporting individual and collective projects with due regard to the social reality encountered.

Co-operation must be stepped up between this sector and voluntary organisations working with overindebted people
. There is a great deal of scope for fruitful co-operation, which would need to be well organised and structured. Among other possibilities, individual or collective budget management tools could be made available, consideration could be given to the definition and content of prevention messages regarding overindebtedness, special handbooks and other tools could be produced to assist in the choice of a bank, the various forms of credit and their advantages and limitations could be explained, etc.

Another area on which a wide-ranging debate could be launched is that of exclusion from banking services. Not all European countries have binding legislation making it obligatory to provide basic banking services to everyone. The ethical and solidarity-based finance sector plays a key role in promoting access to this right. Some even go so far as to say that it might itself provide these services in the context of a dialogue with the banks and the public authorities.

With regard to overindebted households

In the past several years, various actions have been undertaken in this field on the initiative of the ethical and solidarity-based finance sector, mainly in the context of support for job creation. Initially, this sector provided financial support for the creation of economic activities, contributing expertise and funding to the leaders of businesses and associations. The sector subsequently set up machinery for aiding and funding individual job creation by granting loans, funding and support to persons anxious to pursue their own economic initiative, who are often excluded from traditional banking services
.

The extension of the granting of loans, on an individual basis, to persons excluded from the banking sector, so that they can be provided with advice and funding to enable them to create their own job, should certainly be continued. The match between supply and demand could be usefully enhanced through a permanent dialogue between public authorities, applicants, the leaders of organisations providing support for overindebted persons, and the ethical and solidarity-based finance sector.

The granting of consumer credit is a subject that warrants particular attention. On the basis of present experience, particularly in Belgium and France, the provision of these services could be extended. This calls for a dialogue with the public authorities to take the legal measures required to ensure that these specific services are made available on the best possible terms. There should be a dialogue between stakeholders, at least on the following two aspects: funding essential support for the beneficiaries of these loans, and setting up guarantee funds.

Projects currently in progress show that these arrangements provide considerable social added value in terms of preventing overindebtedness, increasing employability, ensuring continued employment and respecting the right to housing. They guarantee greater dignity and well-being. Experience does not suggest that there is any specific financial risk and underlines the importance of support before and after a loan is granted.

There is also a demand on the part of overindebted households for specific banking services tailored to their circumstances to ensure access to decent housing and provide the family with the wherewithal to continue living in its home.

The possibilities here include:

· obtaining or redeeming a mortgage loan,

· establishing appropriate procedures for setting up rental guarantees,

· granting loans for home improvement and conversion in line, for example, with changes in the structure of the family,

· providing advice and investment credits to reduce energy consumption,

· etc.

A dialogue between stakeholders might also focus on three specific issues which are major concerns of overindebted people and to which the ethical and solidarity-based sector might provide a response in partnership with other players:

· access to health care. Many overindebted people no longer look after their health, because they cannot afford to or cannot even advance the necessary money, which will subsequently be refunded by an insurance fund, no longer consult doctors, do not go for tests and do not take prescribed medication, 

· overindebted people are very often in default of payment of insurance premiums on such essentials as family liability, car insurance or home insurance, 

· overindebted people may live in more rural areas which are financially more accessible in terms of the cost of housing but which raise issues with regard to mobility. This greater isolation, given that these areas are relatively less well served by public transport, requires ownership of a vehicle to go to work, take children to school or have a minimum of social contact.

There is broad scope for innovation and dialogue between stakeholders, including the public authorities, to provide an appropriate and specific response to these various issues. In particular, it will be important to take legislative action and propose assistance and support arrangements in which the ethical and solidarity-based finance sector can be both an initiator and a partner.

3. Responsible consumption and combating overindebtedness

A. Consumption

The economic and social situation continues to unleash its effects on our society, adding new categories of individuals to the ranks of the excluded. Overindebted households are among these. This exclusion is not a natural phenomenon. Overindebted people, who may be the victims of active or passive overindebtedness, are very often unable, with the financial resources available to them, to meet the basic needs of social life in the 21st century and lead a life consistent with human dignity. 

The meeting of basic needs and respect for human dignity cannot be confined to food and housing. They must include access to health, to education for children and to a social life worthy of the name. Living in this particular situation, an overindebted person is a de facto outcast and lives in society without being part of it.

Access to basic needs is one of the aims of responsible consumption. Reviewing the different aspects catered for by the responsible consumption sector, we come to the finding that responsible consumption and household overindebtedness are not two separate worlds, but that, on the contrary, responsible consumption provides appropriate responses to the situation of overindebted households. Let us take a look at the issues involved.

B. Responsible consumption and overindebtedness

Consumption is a reflection of our societies and lifestyles: “Tell me what you consume and I’ll tell you who you are”. The idea behind responsible consumption is that consumers should think before they buy and be aware of the consequences of their choice. Consumers are urged to take fuller account of various criteria such as, for example, ecological, ethical or health-related criteria, fairness criteria etc.

Responsible consumption is not only an economic and political lever, but also a factor for individual and collective change. 
The motivation for responsible consumption stems from a process of education and awareness raising. A better understanding of the reasons why people resist changes in their pattern of consumption leads to a clearer perception of some of the reasons why overindebtedness has set in and helps to change attitudes to consumption. The aim is to prevent further indebtedness and encourage behaviour which should make it possible to avoid getting (back) into a situation of overindebtedness.

The notions of responsible consumption and financial insecurity are therefore not mutually exclusive. Educating a person in the act of buying remains independent of the content of that person’s bank account. 

Taking on board the concept of cost/quality ratio, resisting the brand culture, avoiding buying for reasons of image, resisting the dictates of fashion, reducing as far as possible in one’s purchases the number of intermediaries between the producer and the consumer: none of these things is easy. Yet these ways of consuming are for everyone, however well-off they may be. Smart consumption is all the more important for low-income households, who will seek to acquire new reflexes: limiting unnecessary purchases of items that very soon end up in the bottom of a cupboard, not replacing appliances that still work, spending time with the family or with friends instead of travelling to remote destinations, avoiding giving too many presents on special occasions, doing more cooking oneself, gardening, borrowing from libraries, etc. So there are many ways of saving money, thus helping to balance the monthly budget.

Out of necessity, there is a tendency to “buy cheap”, which often means poor quality in terms of both the products themselves and respect for social and environmental criteria. In acting in this way, people facing severe financial difficulties are contributing to the social and environmental pressure of which they are also the victims. It is in everyone’s interest to identify the individual and collective alternatives and possible forms of institutional support providing access to good-quality goods and services. The relevance and urgency of an ongoing dialogue between consumers, the responsible consumption sector and the public authorities is fully apparent here.

C. Proposals

Initiatives can be encouraged through:

a
financial support and assistance to the voluntary associations specially authorised to carry out programmes promoting responsible consumption,

b
individual financial support and assistance to households in severe financial difficulty.

With regard to voluntary associations

Combating overindebtedness therefore means, among other things, educating in responsible consumption. There are two main challenges:

To grant these associations the necessary financial resources to enable them to carry out education and awareness-raising programmes designed specifically for overindebted households. The public authorities and society as a whole must halt the increase in overindebtedness and prevent its onset and consequences. It is the state’s responsibility to play its part as a regulator with the aim of reducing inequalities and guaranteeing everyone a life consistent with human dignity. It is in the state’s interest that all citizens should be integrated in and with society and should play a role in it, participating – financially and otherwise – in its development.

To promote and organise dialogue between consumers, the responsible consumption sector and the public authorities to identify the obstacles to the development of responsible consumption. It will also be necessary to introduce new legislative provisions fostering the sustainable development of our societies, with particular attention to those who, for want of sufficient financial resources, are currently unable to participate fully in society.

With regard to overindebted households

Above and beyond the legitimate aspiration to a decent level of consumption, overindebted households are often concerned about their responsibility as citizen consumers.

There is a demand on their part for specific services which will enable them to initiate new individual practices in the area of consumption in order to meet currently unsatisfied needs, in view of their limited income. Their wish is also to rebuild social ties that have frequently been severed as a result of the isolation into which debt has thrust them.

Without seeking to be exhaustive, we may note a series of practices or arrangements which should be offered specifically to these households to respond to their endlessly repeated needs. The necessary financial resources should be made available by the public authorities so that meeting places can be set up close to where consumers live to implement the response to those needs as part of a major process of dialogue building.

Knowledge exchange networks are designed to link up people who want to acquire knowledge with those offering to pass on knowledge. Such networks could be useful to overindebted households by enabling them to improve their training in specific areas and to (re)build social ties in order to break out of the isolation into which they are often thrust.

“Consumer schools”, which are mainly prevalent in the north of France and in Belgium, are forums for exchange and reflection on household consumption practices. Through a process of mutual learning, overindebted people are prompted to think about the kinds of consumer behaviour that should be encouraged.

Barter is a system for exchanging goods and services which could be reinstated among households facing severe financial difficulties. It provides a means of exchanging obsolete or unnecessary items for others that are essential to overindebted families. Many barter shops are now doing a roaring business. To be properly used, this system should be incorporated into the awareness raising offered to overindebted households in order to explain to them how it works and what its limits are.

One variant of the barter system is holiday exchange, which is a cheap way for families preoccupied daily with making ends meet at the end of each month to go away and recharge their batteries.

Local Exchange Systems (LETS) are multilateral exchange systems based on a non-monetary currency. These systems allow exchanges to be made between different people via cheques written out in a local unit of exchange. In this way, more goods and services are exchanged in a community where money is scarce, exchange resources are kept within local communities and financial debt can be limited or avoided. Systems of this kind are being pursued in various European countries, but also in the United States (time dollar). 

Community time banks offer non-monetary exchanges of services for which the unit is the hour. Two examples of this, in Barcelona and Turin, are described in a recent document produced on the initiative of the Council of Europe
. A similar initiative is also operating, for example, in Japan.

There are three other fields that warrant awareness raising aimed specifically at overindebted households. They are sources of considerable expenditure which needs to be reduced as far as possible while preserving quality of life:

· education in energy conservation: what source of energy should be chosen, how can consumption be reduced, what equipment should be invested in to conserve energy, etc ;
· access to health care: what medicines should be preferred (generic etc), what health care providers should be preferred (public hospitals, private medical associations, etc);
· recovery and recycling: how things can be given a new lease of life, thinking before discarding, recycling waste, etc.
Several initiatives currently in progress can serve as a reference framework for responsible consumption that takes due account of households’ income. The document “Les Initiatives Citoyennes en Europe” presents two projects which could serve as a basis for schemes in other European regions:

· the Stilinfo Centre in Venice
, which dispenses advice and good practices with regard to responsible consumption and judicious use of energy resources,

· the Global Action Plan
. This plan, sponsored by the United Nations Environment Programme, has been introduced in over 15 countries. Its aim is to build awareness of environmental protection among the local population by changing everyday behaviour. It addresses more specifically four issues: water, energy, transport and household waste.

Responsible consumption and overindebtedness are not mutually exclusive. They are two complementary aspects of a common concern to achieve human dignity for everyone.

4. Promoting a dialogue

The ethical and solidarity-based finance and responsible consumption sectors are already taking practical action today to combat overindebtedness. Further initiatives can be taken by these sectors to step up their work on this specific form of exclusion with which many overindebted people are faced.

These new initiatives will be all the more appropriate in that they will be the tangible outcome of an enhanced dialogue between public authorities, the sectors concerned and overindebted people themselves.

There are many different areas in which work can be undertaken. While an early start can be made on some, others call for country-specific changes in laws and regulations. 

As pointed out in the resolution adopted by the European Ministers for Justice in Helsinki, analysis of the legislation and good practices already implemented in some countries can be a judicious guide to implementation in other European regions.

For reasons of timeliness, four areas could be addressed on a priority basis:

· study of how co-operation might be implemented between public authorities, the credit sector and the third sector with a view to the provision in all countries of free and efficient counselling services on overindebtedness;

· ways of encouraging the spread of initiatives in the area of “social credit” available to vulnerable groups, including persons against whom judicial proceedings have been brought for settlement of their debts;

· ways of creating or expanding public and private guarantee funds in order to facilitate access to credit for individuals or families on very low incomes;

· dialogue between stakeholders, and in particular the banking and credit sector, in order to develop practices that take fuller account of people’s individual circumstances, both in terms of the way in which credit is promoted and loans granted and in the kind of response provided when debtors are in default.

Let us roll up our sleeves and get on with the dialogue.

There are too many people awaiting the results of our concerted action. 

That is the issue at stake.

Contribution from Paul Maréchal – consultant

CoProDé - Consultance Projets Développement asbl – Belgium.

Appendix 1: Osiris – Crédal 

In 2001, the non-profit organisation Osiris started up a pilot scheme on the provision of social credit to private individuals.

Objectives

In a world in which banks increasingly practise exclusion from credit for persons who do not meet a set of criteria, inter alia regarding risk and profitability, Osiris-Crédal wishes to provide people facing urgent needs with appropriate funding as part of a process of education in managing the household budget and preventing overindebtedness.

The project is built on observation of developments in banking practices and meetings with social services which observe on a daily basis the harm done by inappropriate credit. The initiative was devised in order to try and resolve situations to which no socially equitable solutions had previously been found.

A partnership

Osiris ensures overall co-ordination of a system in which several partners are involved.

The social services working in the field are the “prescribers” who identify the potential beneficiaries of social credit. Authorised credit intermediaries or approved social services examine the applications.

In the event of a positive decision, the acceptance committee makes it possible for the Post Office Bank to intervene as the lending institution which draws up the contracts and advances the money. The regional authorities cover the system’s operating expenditure and provide a guarantee fund.

Terms and purpose of the loans

An applicant household may not have an income in excess of a certain amount (888 € for a person living alone, 1,202 € for a couple living together + 166 € per dependent – 2005 figures). If the applicants are availing themselves of debt mediation services, the reckonable income is their income minus expenditure on housing and payments required under the debt clearance plan. The loans granted are between 500 and 7,500 €. Loans are granted at a rate of 5 to 6% depending on the amount and for a period of between 3 and 36 months.

Loans have so far been granted mainly in two fields:

· to increase mobility and employability: second-hand cars, scooters, driving licences, training courses etc (49 loans between September 2003 and September 2005) 

· to improve access to housing, raise its standard and quality and improve its basic amenities: furniture, electrical appliances, roof repairs, etc (36 loans between September 2003 and September 2005)

Between September 2003 and September 2005, 215 applications were processed and 119 loans were granted for a total of 251,000 €. After two years, 4 loan agreements were terminated for a total of 7,826 €.

Initial conclusions

The project shows significant social added value in terms of preventing overindebtedness, increasing employability and promoting continued employment, and respecting the right to decent housing, greater dignity and greater well-being.

Experience so far does not suggest any specific risk and points to the importance of support before and after the loan is granted.

Osiris-Crédal asbl
Place de l'Université, 16
B - 1348 Louvain-la-Neuve
Tel. +32 (0)10/45.25.33 - www.credal.be
Appendix 2: La Caisse Solidaire de Franche-Comté

The Caisse Solidaire (solidarity fund) association began its activities in 2004. Its work is based on the collection of solidarity-based savings to facilitate access to bank credit with the aim of meeting three types of need among citizens: creation of economic activities and employment, sustainable social housing and consumer credit.

Collecting savings

Savings are collected by recognised banks - Crédit Municipal and Crédit Coopératif – with which the association has signed a contract. The savings built up in various forms (savings accounts, cash vouchers etc) are designated “solidarity fund” and will be assigned to the objectives set by the association. The savings also consist of contributions from the local authorities involved in the scheme.

Personalised loans

The Solidarity Fund refers to the consumer credit side of its work as “personalised loans” in order to differentiate itself from traditional consumer credit, which conveys negative stereotypes. While a tradition has begun of granting credit for economic activity and housing to persons in difficulty, consumer credit refers in some cases to situations into which people have put themselves through carelessness and spending beyond their means.

Terms and purpose of the loans

Applicants are usually introduced by social workers and officials in humanitarian organisations. They are often, but not exclusively, people in receipt of the guaranteed minimum income. Applications are examined and submitted to a committee composed of equal numbers of representatives of the Caisse Solidaire and the Crédit Municipal.

Loans cover mobility needs (car etc), health needs (dentures etc), energy needs (heating oil etc) or the repayment of revolving credit.

In the first six months of the scheme, some 30 situations were analysed and some 15 loans were granted for a total of 25,000 €.

Prospects

The scheme is run and supervised by a board whose purpose is to put forward organisational proposals and consider new initiatives such as, for example, the setting up of bank mediation facilities or training for beneficiaries and financial players. The aim is that this board should become a think tank both for ideas and for practical action.

Cases of overindebtedness are to be examined by the promoters of the scheme in order to find solutions to specific situations that have not been addressed so far.

The association hopes that it will be possible to set up bank mediation facilities in order to be able to expand the scheme and meet the various needs not yet covered. This will require adjustments and an ongoing dialogue.

Caisse Solidaire de Franche-Comté

7 Place Victor Hugo

F- 25000 Besançon

www.franchecomtesolidaire.fr
Appendix 3 : The Guarantee Foundation – Takuu Säätiö - Finland

The Guarantee Foundation helps overindebted people in difficulties to manage their debts independently. 

A condition of eligibility for a guarantee is that the amount of the debts is reduced to a sum equal to the client’s ability to pay. The aim is to achieve this reduction through negotiation among the parties concerned if the shortenings are beyond the debtor’s ability to pay.

In this process the debtors, creditors and the community’s interests will be considered.
The Guarantee Foundation was established in 1990 primarily to help people who have been in prison or in a hospital for the mentally ill. Due to the difficulties many people are currently experiencing in our society, the activities of the Foundation has been widened to concern itself with all sorts of people unable to cope with their burden of debt.

Telephone service, consulting, information

The Guarantee Foundation gives a free of charge telephone service (Debt line) to private people from Monday to Friday between 10.00 am and 14.00 pm. The purpose of this service is to give initial guidance to clients in different cases of overindebtedness.

Taking care of debt with the help of a guarantee Insolvency Foundation

On the 1st of February 1995 with the support of The Finnish Slot Machine Association the Guarantee Foundation was able to broaden its guarantee system to cover other indebted people as well whose problems could only be resolved by the provision of a guarantee.

In order to be eligible for a guarantee a person must be willing voluntarily to take care of his debts, to have the capacity to pay the shortenings of the new loan and to have no other means of getting security for his loan. The payment capacity is defined in our Act of Insolvency for Private Persons.

The maximum amount of a guarantee is EUR 34.000, and maximum repayment period is 8 years.

Through the VeRa-project it is possible to provide guarantees for EUR 47.000.000. In September of 2004 the amount of guarantees provided was EUR 82.111.401

The most important reasons for overindebtedness among guarantee applications are consumption (20%), followed by divorce (18%), unemployment (14%) or illness (13%).

Rehabilitation or The Basic Foundation

The Guarantee Foundation provides, with the help of The Church’s Charity Collection guarantees for ex-prisoners or ex-patients of hospitals for the mentally ill. To obtain a guarantee the basic problems that lie behind the overindebtedness must be overcome or solved. The client must also have another person who is familiar with his or her problems to turn to for support during the repayment period.

The amount of the provided guarantee can be as little as EUR 17.000 with a maximum repayment time of five years. The amount available under this fund was 31.12.2003 EUR 813.355. There are also two local guarantee funds under the control of The Foundation, namely Hämeenlinna, Järvenpää and Turku funds.

Of the guarantees that are made available a total of 50 % are provided for loans made to ex-patients of hospitals for the mentally ill, 13 % for loans made to ex-alcoholics and 9 % for loans made to ex-prisoners. Many of the remaining guarantees are difficult to categorise as they are granted for a variety of different reasons and cannot therefore be placed into any one single category.

Takuu Saatio

Asemamiehenkatu, 4

Fi – 00520 Helsinki

www.Takuu-saatio.fi
Appendix 4: Social Cohesion Fund (Fonds de Cohésion Sociale – FCS) - France

A large part of the population does not have access to credit: it is regarded as presenting too much of a risk or being unprofitable. Yet access to credit is a key component of economic citizenship. The possibility of deferring expenditure in a society where consuming is a social act is a substantial component of full economic citizenship, whether the credit is needed to purchase amenities or to cope with to unforeseen developments. These sections of the population sometimes also have recourse to forms of credit which are unsuited to them and lead them to run up bad debts. Social credit thus involves granting small tideover loans or loans for specific projects to persons who do not have access to traditional bank credit. These are low-income workers, job-seekers or persons in receipt of the guaranteed minimum income. Social credit can be used to cover expenditure on the purchase or upkeep of a vehicle needed to get to work, household amenities, independent living aids, access to housing, family cohesion projects etc.

The Social Cohesion Planning Act (2005) therefore provides for the setting up of a guarantee fund (FCS) to “guarantee loans for social purposes to individuals or legal entities and loans to unemployed persons or persons in receipt of the guaranteed minimum income setting up their own business”.

The FCS is a fund without legal personality whose management is entrusted to the Caisse des Dépôts, as its authorised representative, within the framework of its public-interest duties.

The operations of the FCS are designed to facilitate access to bank credit with the aim of: 

· encouraging job creation and the creation and takeover of businesses. The borrowers with loans secured by the FCS may be businesses set up or taken over by persons in difficulty, bodies promoting integration through economic activity, local services covered by the Social Cohesion Plan, associations employing persons in difficulty under the contrats d’avenir or accompagnement dans l’emploi schemes, etc

· helping people on low incomes with their social and occupational integration. 

The FCS has received a grant of 73 million Euros from the state for a period of five years. It may act in one of the following two ways:

· by allocating money to existing or planned guarantee funds,

· by putting its signature to loan portfolios, mainly during the trial period. 

The Fund’s first operations have been launched. The main areas covered are:

· job creation and study of the funding needs of the Fonds solidaire de Garantie pour l'Entreprenariat Féminin et l'Insertion (solidarity-based guarantee fund for female entrepreneurship and integration),

· social credit and study of the funding available to the guarantee facility set up by Secours Catholique (see below) to facilitate access to bank credit for individuals or households on very low incomes; beneficiaries under the provisions of the law on overindebtedness are for the time being excluded from this scheme.

The aim is to provide increased funding to existing guarantee facilities for professional micro-credit. A further aim, based on a call for projects from banking networks and professionals in the social sector, is to introduce experimental forms of social micro-credit aimed at private individuals in difficulty. The projects submitted are being examined in this last quarter of 2005. These projects put the emphasis on partnership between the FCS, a banking institution and a voluntary sector operator concerned specifically with providing support to individuals.

Caisse des Dépôts

56, rue de Lille 

F - 75356 Paris 07 SP

www.caissedesdepots.fr
Secours Catholique and its experimental schemes for combating financial exclusion

A working group consisting of bank experts and Secours Catholique officials was set up in July 2003 to consider new ways of combating exclusion from banking services.

The proposed actions pursue five aims:

- to provide access to “bank credit” for persons currently excluded from it

- to provide a “credit” response, when that is absolutely essential, in difficult cases that do not meet the usual criteria

- to determine what financial services are needed by persons in difficulty

- to help people to overcome exclusion from banking services

- to combat inequalities and offer prospects of social advancement

Such loans cannot be granted in the usual context of banking activities because they involve specific requirements, ie not use of “norm/score-based” acceptance criteria, but, much more importantly, the development of a real human approach. Support must be provided from the outset and the decision to grant the loan is taken within a local committee on which the person providing support will be present.

To achieve these objectives, Secours Catholique has decided to launch several experimental schemes under partnerships bringing together welfare bodies, voluntary sector support networks and financial and banking institutions.

The operating framework of these schemes is as follows:

The target group is private individuals (personal loans), and specifically low-income workers, job-seekers with or without an income, and persons with or without access to banking services, but without access to credit. These people have a monthly income of between 500 and 2,000 euros.

Loans are granted subject to the submission and validation of a project. The finance plan is drawn up between the project promoter, the support officer and the bank. The following are excluded: debt redemption, rescheduling of loans or repayment of other loans. Applications for job creation loans under consideration elsewhere are not accepted either.

These projects may be placed in several broad categories: housing, employment and mobility, amenities, family and miscellaneous (vocational training, driving licence, acquisition of a means of transport, agency fees and deposit for acquiring a new home, removal costs, electrical appliances etc).

These projects must be expected to result in a significant improvement of the beneficiary’s situation or in a possibility of social advancement.

Market rates will be applied (between 4 and 8%). The ideal repayment period will be 24 months or less, with an upper limit of 36 months in exceptional cases. Monthly repayments will not exceed 100 euros. Loans range from 500 to 2,000 euros.

Taking all the schemes together, there is the possibility of granting 2,000 loans over 2 years with Secours Catholique guaranteeing 50% of the capital still owed, via the Social Guarantee Fund, and with part of the risk being covered by the bank that set up the loan.

At present, the areas covered and operators involved are:

South West France with Crédit Mutuel Midi Atlantique; Paris and the Ile-de-France region with Crédit Municipal de Paris; North East France with Crédit Agricole du Nord-Est; Brittany with Crédit Mutuel de Bretagne; the Bordeaux metropolitan area with Banque Populaire – Crédit Coopératif; Poitou-Charentes with Caisse d’Epargne Poitou-Charentes; Var and the Alpes-Maritimes region with a partner still to be confirmed; Département de la Gironde (excluding the Bordeaux metropolitan area) with Cofinoga; Nord-Pas-de-Calais with Crédit Mutuel Nord Europe.

Appendix 5: Various initiatives for supporting job creation

The ethical and solidarity-based finance sector has taken many initiatives to provide individual support for job creation to persons excluded from traditional banking services. Some examples of these initiatives are given below
.

In Germany, Enigma Siebte Saüle Microlending provides flexible loans tailored to the specific needs of new micro-businesses. These loans are available to persons wishing to create their own job who are excluded from the traditional banking system because they do not have guarantees or because the loan is too small to be of interest to commercial banks.

In Spain, Microcrèdits per a dones emprenedores sense avals provides technical and financial support for women who have a sound business project but do not have access to the capital market because they lack financial resources.

In France, the Association pour le Droit à l’Initiative Economique (ADIE) enables persons in receipt of the guaranteed minimum income who are excluded from the traditional banking system to realise a business creation project, while also offering them long-term support.

In Northern Ireland, Aspire Micro Loans for Business Ltd provides access to credit, mainly for traders situated in socially deprived areas, to help them realise an entrepreneurial project.

In Portugal, Associação Nacional de Direito ao Credito enables persons suffering from social and economic exclusion – in particular the unemployed – who do not have access to bank credit to create and develop their own activity in order to become integrated into society.

In Romania, Microfinance Coalition supports micro-finance organisations and, indirectly, small businesses excluded from the banking system, farmers, disadvantaged groups, the Rom community, and unemployed people in mining areas by increasing organisations’ technical capabilities and offering appropriate training courses.

In Slovakia, the Centre for Aid to Female Entrepreneurship helps to reduce unemployment and inequalities on the employment market by offering women training and advice, mediation to obtain financial resources and development aid and support in the area of social investment.

In Sweden, Kvinnors Företagande supports women wishing to set up or expand their business by granting them loans and technical support.
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� Les Initiatives Citoyennes en Europe. Alternatives Economiques - Pratique n°19, May 2005. This document will shortly be available in Italian.


� Advisory services include:


in the United Kingdom, Consumer Credit Counselling Service (� HYPERLINK "http://www.cccs.co.uk" ��www.cccs.co.uk� )


in France, Cresus-Arianes (� HYPERLINK "http://www.cresus-arianes.fr/sommaire.php3" ��http://www.cresus-arianes.fr/sommaire.php3�)


in the Netherlands, Nationaal Instituut voor Budgetvoorlichting (� HYPERLINK "http://www.nibud.nl" ��www.nibud.nl� )


in Ireland, Money Advice and Budgeting Services (� HYPERLINK "http://www.mabs.ie" ��www.mabs.ie� )


in Portugal, Deco (� HYPERLINK "http://www.deco.proteste.pt" ��www.deco.proteste.pt� )


in Germany, l’Institut Für Finanzdienstleistungen (� HYPERLINK "http://www.iff-hamburg.de" ��www.iff-hamburg.de� ).





� See Appendix 1 for a description of this scheme.


� See Appendix 2 for a description of this scheme.


� Over 40,000 credit unions in 78 countries collect local savings and provide various services to their members, including the granting of individual loans. One credit union that offers services to people excluded from banking services is the one in Portsmouth in the United Kingdom. (see: � HYPERLINK "http://www.portsmouthsavers.co.uk" ��www.portsmouthsavers.co.uk� )


� See Appendix 3 for a description of this scheme.


� See Appendix 4 for a brief description of the Social Cohesion Fund set up in France in 2005 and a description of the initiative conducted by Secours Catholique.


� In this connection, it may be useful to consult the studies carried out by European Credit Research (� HYPERLINK "http://www.ecri.be" ��www.ecri.be� ), in Belgium by the Observatoire du Crédit et de l’Endettement (� HYPERLINK "http://www.observatoire-credit.be" ��www.observatoire-credit.be� ) and in Germany by the Institut Für Finanzdienstleistungen (� HYPERLINK "http://www.iff-hamburg.de" ��www.iff-hamburg.de� ).


� Appendix 5 contains a non-exhaustive description of initiatives in this area.


� Les Initiatives Citoyennes en Europe. Alternatives Economiques - Pratique No. 19, May 2005, pp 50-51.


� Les Initiatives Citoyennes en Europe. Alternatives Economiques - Pratique No. 19, May 2005, p 73.


� Les Initiatives Citoyennes en Europe. Alternatives Economiques - Pratique No. 19,May 2005, p 85.


� Further information on these initiatives can be found at � HYPERLINK "http://www.eufin.org" ��www.eufin.org�. This site covers the work done under a project funded by the European Commission: “Developing common tools for public authorities and financial institutions so as to promote fundamental rights in the European Union.” 





