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From financial exclusion to overindebtedness: the paradox of difficulties for 
people on low incomes? 
 
 

Georges Gloukoviezoff1 
 
 
 
Introduction2 
 
 
How is it possible that at the same time, in the same country,3 people on low incomes have no 
access to credit while others with a similar profile find themselves weighed down with debts? Is 
that not a strange paradox? 
 
We do not think so. If there is a paradox, it is more due to the fact that a distinction is made 
between overindebtedness and financial exclusion, although this is only one of the aspects of the 
problem. While overindebtedness is generally considered a phenomenon separate from the rest of 
financial exclusion, this is mainly because of its visibility. The consequences of banking 
problems connected with a deposit account or non-cash means of payment are not as spectacular 
as those connected with credit can be. But the deprivation of all or part of financial services 
(from a bank account to loans and savings products) and overindebtedness are two sides of the 
same coin. These are components of the social phenomenon known as financial exclusion.  
 
Our hypothesis is that financial exclusion can be defined with regard to the social consequences 
of the banking problems of which it consists. From this viewpoint, overindebtedness is one of the 
consequences of banking problems which affect, in particular, but not only, people on low 
incomes. Likewise, difficulties in accessing various financial services lead to various social 
consequences which reinforce the process of social exclusion. However, on the one hand the 
banking difficulties that we are talking about are not limited only to difficulties of access but also 
include difficulties of use, and on the other hand, the consequences of these difficulties are 
broader than mere overindebtedness. 
 
The objective of this paper is to propose an analysis of financial exclusion for private individuals 
which structures these various types of problems and their consequences, and shows their 
similarities. 
 
To achieve this objective, we will firstly examine the main definitions of financial exclusion 
which have appeared over the last 15 years (part 1). This analysis will enable us to highlight the 
aspects for understanding financial exclusion that are decisive but are frequently overlooked. 
This mainly concerns consideration of the difficulties in use along with difficulties in access, and 
the role of these difficulties in the development of the broader process of social exclusion. In fact 
financial exclusion is both cause and effect of social exclusion defined as “all the mechanisms of 
breakdown, both in symbolic terms (stigma or negative attributes) and from the viewpoint of 

                                                 
1 Researcher in Economics (Université Lyon 2, France), georges.gloukoviezoff@ish-lyon.cnrs.fr  
2 We would like to thank Jeanne Lazarus for her careful proofreading (of the French version). 
3 Our analysis relates mainly to the situation in France. 
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social relations (a break in the various social links which bind people together). Exclusion is 
both a process and a state which enshrines a lack of integration.” (Loisy, 2000, p. 42) 
 
Then in order to go beyond certain fragmented analyses which treat overindebtedness as being 
merely the result of increased precariousness and poverty or poorly considered individual 
choices, we analyse financialisation of social relationships within modern societies. The fact that 
it is possible to talk today about financial exclusion is due to the unavoidable nature of these 
services for people to live a normal social life. Thus in France, to receive a salary and social 
benefits, it is necessary to have a bank account. With regard to credit, matters are less clear: 
recourse to credit is often presented as a choice (sometimes ill-considered), as much as a 
constraint. However, as for a bank account or means of payment, borrowing is partly linked to 
the organisation of social relationships. So to contend with the ups and downs of life or to fulfil 
certain aspirations, borrowing increasingly appears an essential resource (part 2). 
 
Finally, based on the preceding elements, we shall endeavour to show that the constraints placed 
on customers with modest incomes by financial institutions contribute directly to financial 
exclusion. These various constraints, which we shall describe in detail afterwards, make the 
implementation of high quality financial services a particularly delicate matter, as they need to 
reconcile adequate access for the customer and profitable transactions for the bank. The modes of 
response chosen to deal with the constraints explain both the difficulties of access and the 
difficulties in use and therefore overindebtedness, so there is no paradox in these different 
situations occurring concurrently (part 3). 
 
Part 1. A definition of financial exclusion as a social phenomenon 
 
In general, analyses concerning financial exclusion and overindebtedness are carried out 
separately. However, it appears that an examination of the main definitions of financial exclusion 
which have been produced over the last 15 years challenges the apparent relevance of this 
distinction.  
 
In fact the idea that financial exclusion corresponds only to finding oneself excluded from the 
banking system should be rejected. Of course that is the prime meaning of the term “exclusion”. 
However, it would conceal an essential part of the phenomenon if we were to restrict ourselves to 
issues of being unbanked or underbanked. Therefore it is essential in order to define financial 
exclusion to consider the role of difficulties of use alongside difficulties of access on the one 
hand, and on the other hand the social consequences of these difficulties.  
 
1.1 Return to the definitions of financial exclusion 

 
Leyshon and Thrift are generally considered to be the first to have proposed a definition of 
financial exclusion. In their opinion, it involves “ those processes that serve to prevent certain 
social groups and individuals from gaining access to the financial system” (1995, p. 314). This 
definition emphasises the mechanisms that explain that a part of the population – people with 
limited incomes and certain disadvantaged social groups – are deprived of access to financial 
services. The authors explain this by the fact that these people and groups represent too high a 
risk level to be acceptable to financial institutions, which then decide not to move into certain 
geographical areas where these groups of the population live, in order to avoid having them as 
customers. So it is mainly problems of physical, geographical access which are criticised.  
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While also adopting this approach which defines financial exclusion with regard to mechanisms 
explaining difficulties of access, Kempson and Whyley (1999) provide two additional factors 
which we believe are essential. 
 
First of all they emphasise the fact that one should not focus on the selection practices of banks 
to explain the difficulties of access. The mechanisms at work here go beyond the mere question 
of physical access. These new factors are confirmed and further explained by the work carried 
out by these two authors, Caskey and Collard (FSA, 2000). Thus five causes of access difficulties 
are added to the geographical exclusion put forward by Leyshon and Thrift. 
 

- “Access exclusion: the restriction of access through the processes of risk 
assessment; 

- Condition exclusion: where the conditions attached to financial products make them 
inappropriate for the needs of some people; 

- Price exclusion: where some people can only gain access to financial products 
at prices they cannot afford; 

- Marketing exclusion: whereby some people are effectively excluded by targeting 
marketing and sales; 

- Self-exclusion: people may decide that there is little point applying for a 
financial product because they believe they would be refused. 
Sometimes this is a result of having been refused personally in 
the past, sometimes because they know someone else who has 
been refused, or because of a belief that “they don’t accept 
people who live round here”. 

Together, these various forms of financial exclusion constitute a complex set of barriers to 
accessing and using mainstream financial services for many people with limited incomes.” (FSA, 
2000, p. 9). 
 
This work identifies an essential aspect of the mechanisms of financial exclusion; these various 
barriers lead to difficulties in accessing financial services as well as using them. That is what the 
final sentence of the previous quote emphasises. Therefore, studying financial exclusion pre-
supposes consideration both of access difficulties and use difficulties, i.e. the mismatch between 
the way products are sold to customers or the characteristics of financial services and the needs 
of people.  
 
The second contribution of these studies (Kempson and Whyley 1999; FSA, 2000) is that they 
emphasise the causal link between financial exclusion and the broader phenomenon of social 
exclusion. This link had already been highlighted by Leyshon and Thrift (1995) who stressed the 
relevance of the concept of “financial citizenship”. However, this aspect is emphasised to a 
greater extent by the authors who came after them. Thus it is clearly highlighted that financial 
exclusion is a process that contributes to the development of social exclusion at individual as 
well as collective level. “Where whole communities have limited access to financial products, the 
process becomes self-reinforcing and an important contributor to social exclusion more 
generally” (Kempson & Whyley, 1999, p. 22). However, these authors do not base their 
definition on this aspect.  
 
Therefore it appears that at the end of the year 2000, researchers in the Anglo-Saxon world 
working on financial exclusion identified the various elements which make up this phenomenon.  
Sinclair (2001) emphasises this when he explains that financial exclusion can be defined in two 
ways: 
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- in a narrow sense, considering the difficulties in accessing a wide range of financial 
services or accessing them in an appropriate way. Therefore he considers both access and 
use difficulties;  

- in a broader sense, considering the social effects of these banking difficulties, i.e. 
considering that financial exclusion corresponds to the fact that banking difficulties 
prevent those who face them from being able “to make an economic contribution to the 
community.” (Sinclair, 2001, p. 14). 

 
However, despite this detailed knowledge of the various facets of financial exclusion, not all the 
lessons are drawn from it. However, it is necessary to go beyond the definitions based on 
identification of the various types of access difficulties and incorporate two factors. The former 
concerns the role played by use difficulties and the latter the social consequences of these various 
types of difficulties. 
 
1.2 Use difficulties 
 
Publications on financial exclusion now refer systematically to the fact that socially 
disadvantaged people or groups either do not have access or have insufficient access to financial 
services, or inappropriate access to these services. (Panigyrakis et al., 2002; Byrne et al., 2005; 
Devlin, 2005; Gardener et al., 2005).  
 
The inappropriate character of access to financial services corresponds simultaneously to the 
characteristics of the service (the way in which it is sold), and the lack of control by customers 
over their finances. So a loan may be sold with insufficient advice about the commitments that 
the customer is undertaking, with technical terms which are incomprehensible to anyone who is 
poorly informed, in branches that are geographically remote, with exorbitant charges, with 
interest rates which are difficult to calculate, etc. We group all these difficulties under the banner 
of “use difficulties”. Therefore they are not the responsibility only of the customers or the banks. 
The responsibility is shared. 
 
Despite this broad awareness, use difficulties are not considered as the only explanation of 
difficulties of access to mainstream financial services. In fact, according to these various authors, 
it is due to the mismatch of financial services offered by mainstream financial institutions with 
regard to their needs, that certain customers will not use these services or will prefer to use the 
services of fringe banks (Collard, 2005; Barr, 2005). 
 
We are not challenging the existence of this causal link – quite the opposite – however, even 
where they do not lead to access difficulties, use difficulties are behind economic and social 
problems which can contribute to the process of social exclusion in the same way as access 
problems. Therefore they are worth considering in their own right. 
 
It seems to us that two main reasons explain why use difficulties are not highlighted to a greater 
extent. The first relates to the way in which the issue of financial exclusion has been tackled. As 
we have already shown, the ground-breaking work by Leyshon and Thrift (1995) and Kempson 
and Whyley (1999) addresses this issue via its most visible manifestation: access difficulties. 
Financial exclusion was therefore defined with regard to the mechanisms that contributed to 
these difficulties in accessing financial services. It was only later that use difficulties were 
identified (FSA, 2000). Once identified, these use difficulties were considered only from the 
viewpoint of their responsibility in the development of access difficulties, which may be due to 
that fact that this research was carried out in the Anglo-Saxon world. That is the second 
explanation. 
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The work on financial exclusion initially related to the Anglo-Saxon countries. In view of the 
normal practices in banking that prevail in these countries, it is entirely relevant to emphasise 
access difficulties rather than use difficulties. Indeed, in these countries where the percentage of 
the population who have a bank account is approximately 78% in the United States (Barr, 2005) 
and 85% in the United Kingdom (Collard, 2005), it is possible to live without a bank account 
despite the constraints this implies. This is mainly explained by the fact that Social Security 
benefits and salaries can be received in cash. This is not the case in a country like France, where 
in order to receive these funds, one must have a bank account. Moreover, and this is hardly 
surprising, the percentage of people with a bank account is much higher: 98% of households 
have a deposit account. In the Anglo-Saxon countries, if the services offered are unsuitable, the 
person may opt out of the mainstream banking system and make sporadic use of the services of 
occasional providers like the fringe banks. In the French case, a person cannot live without a 
bank account and therefore must bear the costs connected with the use difficulties involved. The 
choice is even more restricted due to the fact that there are no alternative service providers in 
France.4  
 
It is not a question of saying at this point that the situation in the Anglo-Saxon countries is better 
or worse than the French situation. Both situations generate surcharges that are difficult to bear 
for people on low incomes and which should be evaluated at individual and collective level. 
What we want to emphasise is that in the French case, use difficulties will result less 
systematically in access difficulties. Use difficulties are therefore an independent component of 
the phenomenon of financial exclusion. Moreover, it appears obvious that giving everyone access 
to credit would be disastrous. Use difficulties produce their own negative consequences – 
including overindebtedness5 – which contribute to the process of social exclusion. 
  
1.3 Financial exclusion and social exclusion: moving towards an overall definition 
 
While the consequences of banking difficulties are not the same from one country to the next, it 
is true nevertheless for these different countries that what justifies taking an interest in these 
difficulties is the fact that they produce social consequences. These consequences are an issue at 
individual and collective level in terms of economic development and social cohesion. 
 
The link between banking difficulties and social exclusion is emphasised in various studies cited 
previously (Leyshon & Thrift, 1995, 1996; Kempson & Whyley, 1999; FSA, 2000). However, 
despite taking this into account, the social consequences of these difficulties are not explicitly 
incorporated into the formulation of the definition of financial exclusion. 
Lets take an example to highlight how essential it is to take it into account. The fact that a young 
child can be refused the possibility of opening a bank account or receiving a loan does not mean 
that she/he is suffering from financial exclusion. In fact there are no social consequences 
connected with this refusal. Such a child can continue to live normally. On the other hand, a 
salaried adult living in France who is refused the possibility of opening a bank account would 
immediately be faced with the process of financial exclusion, and would be unable to receive 
his/her salary or make certain payments that cannot be made in cash. The social necessity of 
having an account is so great that French law acknowledges it explicitly via the “right to an 
account” which theoretically guarantees everyone who does not have one, the possibility of 

                                                 
4 The main alternatives to retail banks are specialised credit institutions (SCI) that mainly offer revolving lines of 
credit and credit cards. However, their access to these institutions requires the user to hold a deposit account and 
therefore have a banking relationship.  
5 We will return to this aspect later. 
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opening an account by applying to the Banque de France.6 The inevitable nature of financial 
services for leading a normal social life is amply emphasised by Leyshon & Thrift (1995) when 
they speak of “financial citizenship”.  
 
This social necessity of using financial services is both the cause and consequence of their wide 
distribution. Because the use of financial services is so widespread and leads to new practices in 
terms of payment and resource management, those who experience difficulties of access or use 
are confronted with negative social consequences. This is pointed out in the report by the FSA 
when it emphasises that “the problem of financial exclusion has, ironically, resulted from 
increased inclusion that has left a small minority of individuals and households behind.” (FSA, 
2000, p. 11).  Those who find themselves on the margins of the financial system encounter 
increasing difficulties as financial products become widespread. This process is also highlighted 
by Leyshon & Thrift (1996) when they compare financial exclusion with the phenomenon of 
financial “super inclusion”, which concerns the customers most sought after by financial 
institutions. 
 
It is just as relevant to deal with financial exclusion not by defining it by the mechanisms that 
produce it but in relation to the consequences it causes. This is what Servet emphasises (2000); 
while he does not ignore the causes of banking difficulties that part of the population encounter, 
he is more concerned with describing their social consequences. He identifies three main 
consequences: stigmatisation, exclusion and economic marginalisation. In the context of work 
carried out by the Observatoire national de la pauvreté et de l’exclusion sociale (National 
Poverty and Social Exclusion Observatory) we have worked on in-depth understanding of these 
consequences and how, in the French case, access and use banking difficulties can harm self-
esteem, links to family and friends and participation in society, whether via employment or 
consumption, thus contributing to the process of social exclusion (Gloukoviezoff, 2004). 
 
Therefore, we feel that it is necessary to propose a definition of financial exclusion which takes 
account of the elements above. This is a definition of financial exclusion in a broad sense which 
is not limited to the issue of access. In our opinion, financial exclusion can be defined as the 
process whereby people encounter such access and/or use difficulties in their financial practices 
that they can no longer lead a normal social life in the society in which they belong.  
 
Financial exclusion therefore is only definable in relation to the social consequences of the 
difficulties that it entails. It can affect individuals or entire groups. The social consequences that 
constitute it vary depending on the society under consideration as well as the status of the person 
concerned. 
 
Finally it is important to emphasise, although we will not develop this point further here, as it is 
completely undisputed, that social difficulties that make up the process of social exclusion also 
contribute to the process of financial exclusion. Thus unemployed people or single mothers have 
a greater risk of facing financial exclusion. Therefore it is simultaneously a cause and an effect of 
social exclusion.  
 

                                                 
6 Since 1995, only 10 220 people per year have benefited from the procedure of the right to a bank account due to 
the complexity of its implementation and the lack of information from banks. This right, introduced by the banking 
law of the 24 January 1984, since amended and supplemented by decree of 17 January 2001, gives access to a 
deposit account to anyone who does not have one, and a basic banking service which includes in particular bank 
cheques and a bank card with systematic authorisation. The right to an account and basic banking service is free of 
charge. 
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Our hypothesis is that, based on this definition, it is possible to consider overindebtedness as one 
of the consequences that make up financial exclusion. It results from access and use difficulties 
that certain people face in relation to credit. The only noteworthy difference is that 
overindebtedness is a much more easily identifiable consequence than those concerning access or 
use difficulties in relation to accounts or non-cash means of payment. Moreover, it is this high 
visibility as well as moral judgements that are frequently expressed about debt, which lead to it 
being considered an independent phenomenon. 
 
Part 2. Access and use of credit: the importance of social constraints 
 
First and foremost we should specify what we mean by “overindebtedness”. Firstly, we will look 
at the definition of overindebtedness laid down in French law: “the situation of overindebtedness 
for natural persons is characterised by the manifest impossibility of the debtor meeting, in good 
faith, all his non-business debts due and falling due and the commitment that he gave to 
guarantee to pay off the debt of an individual entrepreneur or company where he was not, in law 
or de facto, a manager of that company.” (Art. L. 330-1 of the Consumer Code).  
 
The debts in question are not necessarily debts connected with credit. They can also concern 
arrears of current expenditure (unpaid rent, water bills, electricity bills, etc.). However, if we 
consider the overindebtedness cases in France (Banque de France 2005) only 3% of them consist 
solely of arrears of current expenditure. Loans are present in 97% of cases (87% consist of both 
loans and arrears of current expenditure) and in six out of ten cases, they represent at least 70% 
of the total amount of debt. Therefore if we settle for observing only the composition of the debt 
it is apparent, unsurprisingly, that credit is an essential feature of overindebtedness. 

 
However, writing that credit plays a key role does not mean that credit itself is a cause of 
overindebtedness. It is no more so than a bank account or a payment card and it is not responsible 
for the consequences that access or use difficulties can cause. As for other financial products, 
access or use difficulties that certain people encounter in relation to credit produce consequences 
– in this case overindebtedness – which contribute to the development of the process of social 
exclusion. 
Therefore it is important to consider the nature of the difficulties encountered and the reasons 
they produce such consequences, the main reason being the financialisation of social relations. 
 
2.1 The financialisation of social relations 
 
Although banking difficulties contribute to the process of social exclusion, this is because they 
occur in a society which has placed financial services at the heart of its operations. One of the 
key factors that enables us to understand this is what we call, following Servet (2004), the 
financialisation of social relations. 
  
The financialisation of social relations7 corresponds to the fact that the various connections that 
make up the social bond (self-esteem, links to family and friends, links to society as a whole 
(employment, consumption)) are increasingly expressed and constrained by the use of financial 
services. This results both from expressing social relationships in monetary terms (social 

                                                 
7 We do not use the term “financialisation” in the narrow sense of “financialisation of economies” which 
corresponds to their financing via the financial markets. In our opinion restricting the use of the term 
“financialisation” to the financial markets would be equivalent to misunderstanding or denying the diversity of 
finance. The merry-go-round (rotating savings and credit association) of a group of women in Senegal and the 
activities of Wall Street traders are two manifestations of financialisation of social relationships. Only the degree is 
different. For more details on this point see Gloukoviezoff (2005). 
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relationships are expressed in monetary forms to an increasing extent) and from the percentage of 
the population who have an account (in societies that have a high level of bank accounts like 
France, monetary circulation practices imply the use of financial services). Two examples may 
make this very theoretical description more concrete. The first concerns child care and mainly 
illustrates what monetarisation is. 
 
Before the “three glorious decades” after the Second World War and the transition from an 
industrial society to a service economy, geographical mobility of workers was relatively low and 
fewer women were in paid employment. Young couples with children could either look after 
them themselves, or entrust them to grandparents who lived nearby. Child care was therefore 
based on a social relationship which did not involve money changing hands.  
 
Nowadays, geographical mobility is much greater mainly for reasons connected with work, and 
far more women are in paid employment. Therefore, looking after children more frequently 
involves using the services of a crèche or child minders at home, and these are services that are 
paid for. So marketable services expressed in monetary form have taken the place of links based 
on family solidarity.8 This is monetarisation.  
 
The second example concerns the development of the welfare state and is a further illustration of 
financialisation. 
 
At the end of the Second World War, a series of regulations and social protection measures were 
set up, based on the development of the wage society. This protection against risks like illness, 
unemployment, etc. took the form of financial benefits paid by the State. They started by 
supplementing, and then taking the place of older forms of solidarity which had proven 
unsuitable for dealing with the requirements of a wage society. In France, from 1978 on, these 
benefits have been paid only by bank transfer; in other words, it became essential for the whole 
population to have a bank account to be able to benefit from these payments. So the expression 
of these social links in monetary form involved and still involves using financial services. The 
high level of bank accounts in France is the result as much as the cause.9 
 
However, an additional factor which has arisen in recent years makes this financialisation even 
more explicit. The decline of the welfare state, which has resulted in the reduction of the amount 
of social benefits or tightening of their access conditions, has led to an expansion of use of 
financial services and in particularly borrowing, to deal with the ups and downs of life. This is 
particularly true of the United States and the United Kingdom where this decline has been the 
most pronounced, and where access to credit is most highly developed (Ramsay, 2003).  
 
So to lead a normal social life, i.e. to meet the needs considered as normal in given society, or 
deal with the ups and downs of life (unemployment, divorce, illness etc.), it is now imperative to 
call on financial resources which can only be achieved via financial services. 
 

                                                 
8 On the one hand, all the links established with crèches are not necessarily operated for profit. For example, those 
set up as subsidised crèches particularly for families on the lowest incomes are not of this kind. On the other hand, 
the substitution of monetary links for links of solidarity is not necessarily something negative. In this document we 
are not making any value judgement but we merely wish to illustrate the change in ways these needs are met and the 
growing role that money plays. 
9 This change which encourages people to open bank accounts obviously adds to that concerning the way in which 
salaries are paid, which is the principal cause. Since 1968, salaries have been paid monthly and cannot be received 
without having a bank account 
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These services are therefore at the heart of the social life of individuals. Various facets of their 
life “transit” via the financial sector. In this way difficulties in the area of employment 
(unemployment) or in the family sphere (divorce), have consequences for the person’s banking 
situation (unpaid loan instalments, for example). On the other hand, banking difficulties will 
have negative effects on other spheres which make up the social life of individuals. It is for this 
reason that difficulties for access or use may potentially contribute to the process of social 
exclusion and it is therefore possible to speak of financial exclusion as a social phenomenon.   
 
2.2 Use of credit as a forced response to life risks  
 
While the application of the preceding reasoning to financial services like bank accounts and 
non-cash means of payment poses relatively few problems, the same cannot be said for credit. 
The value judgments about the use of credit are very frequently marked by moral judgements. So 
although it would never enter anyone’s head to consider that a bank account holder who 
encounters problems is naive and irresponsible, the same cannot be said about borrowing. 
 
In the latter case, the same user may be accused of the two previous faults in addition to the 
inability to resist the immediate temptations of the consumer society. The explanation of his/her 
difficulty and potential overindebtedness should be sought on an individual basis in the user in 
question. It should be pointed out the opposite excess is just as prevalent, and holds lenders as the 
only persons responsible for the bankruptcy of their customers. 
 
What we wish to stress here is that while borrowers and lenders obviously have responsibilities, 
these must be structured and set in context: a context of financialisation of social relations. 
Placing individuals’ borrowing practices in the context of highly financialised societies restores 
their meaning and avoids the excess of certain individualistic and psychological analyses. 
 
One of the first factors which allows us to challenge the unilateral responsibility of individuals in 
the situation of overindebtedness is provided by the analysis given by the Banque de France on 
this issue (Banque de France, 2005). It draws a distinction between two types of 
overindebtedness: 

- active overindebtedness, which is explained by excess borrowing without any change in 
resources; 

- passive overindebtedness, which is a result of an unforeseen change in the level of 
resources and/or expenditure due to an “accident” of life (unemployment, separation, 
illness, etc.).  

 
It appears that in 73% of cases, overindebtedness is passive in nature. It is due to an exogenous 
shock. The responsibility of the “hedonistic” consumer (Ramsay, 2003) therefore cannot be 
criticised in almost three quarters of cases. Even when one considers the 27% of cases of 
overindebtedness that are considered active, the responsibility of hedonistic behaviour of 
individuals is certainly not obvious, quite the contrary. Ramsay (2003) shows that in the United 
States, this behaviour is only responsible for a very low percentage of overindebtedness cases, 
around 5.4% (Sullivan et al., 2000). 

 
This is also the theory that Duhaime (2003) supports when he describes as a complete fiction the 
vision according to which “the consumer is the king of the system, the master of the game since, 
in the final analysis, he is entirely free to sanction the behaviour of businesses by his decision 
whether or not to purchase the goods which are offered to him” (p. 38). 
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Neither can we say, on the other hand, that the customer has no autonomy whatsoever, and is 
manipulated by vendors and lenders. The objective here is to underline that in order to 
understand overindebtedness, it is essential to consider the constraints affecting the decisions 
made about borrowing. 
 
These constraints correspond to a large extent to changes in the wage societies. The development 
of mass unemployment, job insecurity and the appearance of poor workers have profoundly 
destabilised the institutionalised solidarity links based on an open ended contract of paid 
employment. This new relationship to employment is not only reflected in impoverishment of the 
people concerned but also transfers “entirely to the employee the costs previously borne jointly 
with the employer, like insurance and pension schemes” (Duhaime, 2003, p. 15).  
 
This is also the conclusion reached by Ford (1988) in his study of the reasons for the 
development of overindebtedness in the United Kingdom, highlighting three main causes: 

- the challenge to the Welfare State by the neo-liberal wave; 
- the downgrading of public service; 
- the restructuring of large companies to deal with the new economic relationships resulting 

from globalisation. 
 
It is these natural economic changes associated with the financialisation of social relations which 
lead people to make use of financial services (overdrafts, loans, etc.) to contend with short term 
cash flow requirements. This is what is emphasised by Sullivan et al. (2000, p. 137, quoted by 
Ramsay, 2003, p. 23): “Consumers now use credit cards to see them through a time of crisis for 
which public assistance is unavailable or inadequate. If they survive, as most do, they will pay 
high interest rates, but they will eventually get back on their feet. If they do not, they can 
nonetheless consume the goods and services they need and shuck the credit balances when the 
debt scheme eventually collapses.” 
 
In a way, as pointed out by Ramsay (2003), this borrowing leads, in the event of a failure and 
overindebtedness, to accusations aimed at the borrowers or lenders and to making this a private 
problem, without raising any questions about the role of job insecurity and the shortcomings of 
the social security system, which is a public problem. However, we should not make the opposite 
error and consider that overindebtedness is only the result of increasing precariousness in society 
and that in order to resolve the problem, all that needs to be done is to ask questions about how 
growth and employment rates can be improved. Although these questions need to be asked, we 
will be missing the point by failing to see that the problem that actually arises is more the 
following: how can the lender and borrower cope with these macroeconomic changes in such a 
way that neither of them suffers as a result? 
 
Before showing the mechanisms which are an obstacle to the previous question being resolved, 
we need to stress the fact that identifying the increasing precariousness in society as one of the 
causes of overindebtedness does not alter the fact that this is a consequence of financial 
exclusion. Quite the opposite. 
 
If one considers the profile of people who have difficulties in accessing an account or non-cash 
payment methods, it emerges that they largely belong to the same social groups that have to face 
overindebtedness. However, a slight distinction does need to be made. At least in France, it 
seems that those on lowest incomes (i.e. those with incomes below the RMI10) are proportionally 
less concerned by overindebtedness (Banque de France, 2005). This is explained by the 

                                                 
10 I.e. 433 euros per month for a single person and 909 euros for a couple with two children over 14 years of age. 
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difficulties they have in accessing borrowing. In other words, it is because they have access 
difficulties that they cannot encounter use difficulties in relation to borrowing and therefore be 
faced with overindebtedness. Notwithstanding this, it appears that it is indeed people with the 
same profiles who are the least attractive in commercial terms according to current banking 
criteria, who have access and use difficulties concerning the various types of financial services 
including borrowing, and who have to contend with overindebtedness. 
 
Once again what distinguishes overindebtedness from the other consequences of access and use 
difficulties is its visibility. Moreover, besides the simplicity of grasping this concept, the interest 
in overindebtedness is probably explained by two factors. On the one hand the amounts involved 
are high and the people concerned are very frequently in impossible situations. On the other 
hand, but here we will no doubt be described as cynical, unlike difficulties in accessing a bank 
account or means of payment, the customer is not alone in bearing the consequences of use 
difficulties relating to credit. Overindebtedness also means that creditors cannot recover the 
money lent. Perhaps that explains why financial institutions are more interested in this precise 
consequence of financial exclusion than others. 
 
So, after having highlighted: 

- that the use of borrowing like any other financial services largely mirrors macro-social 
reasons which we group together under the term financialisation of social relations; 

- that this recourse to borrowing, which is partly forced, is a source of access and/or use 
difficulties; 

- and that these difficulties produce social consequences, including overindebtedness; 
it is necessary to consider the mechanisms which produce these difficulties and any similarities 
that they may have when they concern credit or other financial services. 
 
Part 3. The mechanisms underlying access and use difficulties 
 
The definition of financial exclusion which we have put forward creates a link between banking 
difficulties and their social consequences. We have greatly emphasised the reasons for these 
consequences, particularly concerning the phenomenon of financialisation of social relations. It 
has emerged that on the one hand, overindebtedness is the result of banking difficulties linked to 
credit, and on the other hand the overall mechanisms which explained that the banking 
difficulties produce these consequences, were the same for various types of financial services. 
However, the other dimension of financial exclusion has not yet been studied. Nevertheless it is 
essential to be able to take account of this phenomenon and attempt to counter it. This concerns 
the causes of access and use difficulties. Our objectives in this last part are to identify these 
causes and to highlight their similarity for banking difficulties in relation to credit or to other 
products. 
 
3.1 The reasons for the banking relationship 
 
Why do we use financial services? What reasons encourage us to maintain a long-term banking 
relationship?  Of course, as we have said, society is organised in such a way that it is not possible 
to live without these services. However, beyond that fact, the raison d’être of the banking 
relationship should be sought in the very nature of the services provided by banks. For this 
reason we have deliberately left aside definitions drawn from banking economics, which treat 
financial institutions as intermediaries between savers and borrowers, and are, in our opinion, too 
restrictive. 
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By adapting the definition Gadrey (2003) gives of service provision in general to the banking 
situation, we can put forward the following definition: the provision of financial services 
corresponds to the fact that a bank which has or controls a technical capability (products which 
are accounts, non-cash means of payment, various forms of credit or statistical tools for risk 
assessment) and human capabilities (the skills of employees, mainly their advice) sells its 
personal customers the right to use those capabilities and skills for a certain period to produce 
useful effects on its customers’ budgets. These useful effects are: the retention and increase of 
their funds, putting them into circulation to make expenditures, the anticipation or funding of 
projects and prevention or curative action when faced with life risks. 
 
This definition is a research convention which is valid for a geographical area and a particular 
period of time. It enables us to describe a reality that exists nowadays in France. Thus although it 
is valid in France it probably applies to a very limited extent in India and would have to be 
adapted to a limited degree for the Anglo-Saxon countries. In fact in France, the banking model 
which predominates is that of the “universal bank” where customers deal with a single service 
provider for almost all the services they need. On the other hand the model present in the United 
States and the United Kingdom corresponds more to a model of “split bank” where customers 
consume financial services from a variable number of different providers and only the wealthiest 
customers are likely to have a relationship which is almost exclusive with a single bank. Having 
pointed this out, we should draw the basic lessons from this definition concerning the issue under 
examination, financial exclusion.  
 
Customers use financial services for two main reasons. The first is that they do not have the 
technical capacities to carry out the operations necessary for living in a highly financialised 
society. Therefore they are obliged to work via intermediaries that have these capabilities and are 
approved by a public authority11 to operate as banks.  
 
But these intermediaries do not only have technical capabilities; they also have skills, which is 
the second reason. Customers rarely have a thorough understand how all the financial services 
that are available work. Therefore they need the advice of the banker – the expert – to decide “in 
full knowledge of the facts” about what financial services they should use.12 This need for advice 
may be manifested at the beginning of the banking relationship when the customer has a precise 
vision of certain plans he/she intends to finance (purchasing property, higher education, etc.) but 
usually it appears when the customer’s situation undergoes positive or negative change (first job 
or dismissal, marriage or divorce, etc.). The appearance of these new requirements during the 
relationship presupposes that the banker would be able to adapt the services provided to the new 
conditions. In other words it presupposes that they are able to customise the service to cope with 
changes that are very rarely foreseeable, in the customer situation, as well as the customer’s 
aspirations. 
 
The latter factor is essential for understanding the specific nature of banking activities in general 
and the provision of financial services in particular. The economic literature on banking talks 
about the presence of risk at great length. For a bank which provides financial products including 
credit, there is a risk that customers may not repay the amounts borrowed or that they will make 
unsuitable use of the products that they have. The banker must therefore evaluate the level of risk 
associated with the customer. We shall return to this point later. What concerns us at present is 

                                                 
11 This authority is the Comité des établissements de crédit et des entreprises d’investissement (committee of lending 
establishments and investment companies). 
12 French law imposes an obligation on bankers to advise their customers. 
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that one aspect that is systematically left out: the risk to which the customer is exposed when 
using financial products. 
 
When customers use financial services, they pay “so that it works”. It is important to customers 
that the bank should give them the best advice possible to meet their requirements, including by 
refusing access to certain services which could be dangerous for maintaining a balanced budget. 
That means on the one hand that the bank must espouse the customer’s interest and not restrict its 
analysis to upholding the bank’s interests, and secondly it must not give poor quality advice due 
to lack of time or through incompetence. To have access to appropriate advice, it is not enough 
merely to have access to a banker.  
 
Moreover, contrary to the hypotheses of the economic theory of banking, customers often lack 
knowledge concerning banking issues. Therefore they may be dependent on the advice that their 
bank gives, without being able to assess whether it is relevant. In this sense, the customer is also 
taking a risk by using financial services.  
 
To obtain high quality financial services, i.e. which meet as far as possible the interests of the 
customer and the bank, it is necessary for the two parties to work together. This is what Gadrey 
(1996) calls co-piloting.13 Bankers cannot decide alone about the decisions to be taken, despite 
their expertise, in the way that a mechanic would decide about repairing an engine. They must 
take account of their customer’s aspirations, but for this co-piloting to be possible, it is necessary 
that the customer should be able to express these aspirations (contact the banker at a sufficiently 
early stage and in the event of problems, give the relevant information, etc.) and be listened to 
(the banker must have the time to devote to the customer, be interested, etc.). In other words, it is 
necessary for them to be able to develop a relationship with sufficient trust to be able to 
customise the service provided.  
 
This description that we are giving of provision of financial services can be criticised to the 
extent that co-piloting is not omnipresent in the relationship as experienced by the majority of 
customers. Moreover, in the Anglo-Saxon countries, this link to the bank advisor that we observe 
in France is probably less present due to the difference in banking model (universal bank verses 
split bank). However, the requirement for advice or for expertise which underpins our definition 
of financial services withstands these criticisms. On the one hand co-piloting is not always 
present; it is present in a particularly intense way when the customer’s situation changes 
(purchase of property, loss of a job, etc.). On the other hand, including in the Anglo-Saxon 
countries, customers as a whole, but to differing degrees, need advice in making their financial 
choices. Those who have the most acute requirements are of two types: customers who have 
sizable assets, who have asset managers available to them, and those who, on the other hand, 
have very limited resources, are faced with precariousness and are unaware of their rights and the 
way the banking system functions. For them establishing a high quality relationship proves more 
difficult. 
 
3.2. The need for suitable advice to customers on limited incomes 
 
On the strength of this definition of financial service provision, we can now identify more simply 
the reasons for which customers are likely to encounter use difficulties. In other words, we can 
identify the reasons that customers may encounter financial problems even though they do have 
access to certain financial services. 

                                                 
13 For readers familiar with the work of Goffman (1968), the banking relationship as we describe it here is like a 
service relationship. 
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Whether with regard to credit or for other financial products, the requirements of customers on 
low incomes are broadly similar. They need to be able to control the instruments that come 
between them and their budget. This is not easy. In fact, some customers have no knowledge 
whatever about these products. Some do not understand the meaning of the terms "credit" and 
"debit" that appear on their monthly bank statement (Gloukoviezoff, 2003, 2004). Under these 
circumstances, how can they possibly manage their budget? 
 
Besides problems of limited knowledge, customers’ budgeting skills are sometimes challenged 
by the introduction of financial products. Dealing with coins and notes does not require the same 
skills as the dematerialised management induced by using a bank account, a cheque book, a 
charge card, etc. This change has often destabilised the budget management of people who were 
used to having a concrete, physical relationship with their spending and their budget (Kempson 
& Whyley, 1999; Pahl, 1999, Guérin, 2000). For example, some people were used to managing 
their budget with a system of envelopes allocated to different budget items. This enabled them to 
avoid accidentally dipping into the rent money when there was not enough to pay for another 
item of expenditure. The fact of paying all a customer’s money into an account makes it 
impossible to apply this know-how. The solution would be to withdraw the money from the 
bank, to return to a cash management system, but this would come up against the problem that 
certain payments can only be made using cheques or cards, and requires a certain balance to be 
kept in the account. Going beyond day-to-day management, longer-term budget control is also 
made problematic by purchases made with a credit card. This makes it difficult to understand the 
number of repayment instalments and their amount (Pahl, 1999). The problem that arises is not 
related to incompetence on the part of customers with low incomes, but rather a mismatch 
between their know-how and that required to use financial services. 
 
Finally, even if customers do have the knowledge and skills necessary to deal properly with 
financial products and remain in control of their budget, the quality of their decision-making can 
be affected by their social situation. A distinction must be made between two major types of 
situation: people living in precarious circumstances, and those who are having to contend with 
some mishap in life. 
 
The fact of living in a permanently precarious situation sometimes leads to developing budget 
management practices that Guérin (2000) calls "survival management". Being constantly faced 
by daily emergencies, whether it involves putting food on the table or paying the bill that arrived 
in this morning’s post, etc., leads people to develop a specific relationship to time. In these 
situations, which are also typified by poor career prospects, the short-term assumes 
disproportionate importance. In other words, the importance attached to imminent payment 
deadlines is overestimated in comparison with those which will arise later. An illustration of this 
management practice is given by some products that are sold by specialised lending 
establishments. Some revolving loans are offered with an extremely low or even zero rate of 
interest for the first three or four months. These customers are particularly receptive to this kind 
of argument since their need for money is solved by this type of credit, which apparently has a 
limited cost, and they can worry about paying the interest later.14 This type of behaviour is 
explained by the fact that these people often have difficulty looking to the future, and are mainly 
concerned about solving problems as and when they arise. In these circumstances, it is extremely 
difficult to keep a balanced budget. Advice from the banker – if it is of good quality – can be 
precious in avoiding poor decisions when that is still possible. 
 

                                                 
14 This shows the subtlety of the "customer sociology" that these institutions have developed. 
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In the event of setbacks in life, the problem is not quite the same, although there are many 
similarities. In the event of losing a job, the people concerned see their decision-making mode 
disrupted by the emotions that they are feeling. This may seem anecdotal, but it is essential to 
realise that someone who loses their job, or is trying to cope with separation or being widowed, is 
not in an ideal state to keep a close eye on their budget. Thus people can feel such shame when 
they lose their job that they will avoid meeting their bank manager for fear of being "judged" 
(Gloukoviezoff, 2004). They will look for solutions that avoid this confrontation, particularly by 
using revolving loans.15 Of course, not everyone finds themselves confronted permanently with 
financial difficulties. Some manage to keep their budget under control. If we refer to research 
carried out in the United Kingdom and the United States where more data is available, it appears 
that the diversity of reactions is reflected by the use that people make of their credit card: some 
people hand back their card, others stop using it except for emergencies, while on the other hand, 
some people use it heavily, to pay various expenses (Rowlingson & Kempson, 1995).16 But 
budget problems are far more likely to arise if people find it hard to adapt their standard of living 
to their new situation, and even find it hard to understand that their behaviour is leading them 
towards bankruptcy. Here once again, having a high quality relationship with a bank can be 
particularly valuable. 
 
Therefore it is essential in order for these customers to avoid having use difficulties that their 
bank should offer the customised services where the advice dimension is not overlooked. For 
customers on low incomes, this is only rarely the case. 
 
3.3. Banking imperatives versus customisation of the service 
 
Why don’t banks offer a high level of advice to people on low incomes? After all, they always 
claim to want to meet their customers’ requirements. The explanation is due to the fact that while 
customer satisfaction is important, it is only a means, not an end. The ultimate aim for the banks 
which are profit-making bodies, is that their business should be profitable.17  
 
So the banks try to select and increase the loyalty of customers with whom they can have a 
commercially viable relationship. To do that, they will need to assess the needs of the customers 
and their level of risk, at the lowest possible cost. In other words, they must go beyond the 
asymmetry of information that exists between the banks and their customers. This issue is 
nothing new for the banks. What is new is the way that they have dealt with this issue for the last 
fifteen years. 
 

                                                 
15 In the French case, the revolving loan is the main resource for those in difficulty (the secured loan offered by the 
Crédits Municipaux municipal banks is only available in some large cities). On the one hand, some customers have 
these credit lines, which were granted to them before the setback occurred, and are still available. On the other hand, 
the institutions that grant them are not always able to find out that these incidents have occurred, or know how much 
debt these people are in. In France, there are no positive databases or credit bureaus. 
We wish to stress the fact that revolving credit is not "bad" in itself. Merely, when it is used by people who do not 
understand how it works and its implications, do not realise how much it costs, or where it is used or granted in an 
inappropriate way (inadequate advice, accumulation of debts, etc.), it can be a major factor in making the situation 
worse. However, not all customers who use this kind of credit when they run into difficulties end up drowning in 
debt. Some of them – probably the majority – find it to be a solution to their problem, albeit an expensive solution. 
16 In the French case, credit cards are far less widespread and it is mainly revolving credit lines that play this role. 
17 This statement may seem rather simplistic. Some mutualised banks or the Postal Bank (Banque Postale) in France, 
credit unions in the Anglo-Saxon countries, combine profitability with other values. However, in the context of this 
article, due to the predominance of this value, and out of a concern for clarity, we shall treat the search for profit as 
being the objective of the banks. 



To quote : GLOUKOVIEZOFF G., « From Financial Exclusion to Overindebtedness : The Paradox of Difficulties for 
People on Low Income ? », in ANDERLONI L., BRAGA M.D., CARLUCCIO E. (eds), New frontiers in banking services. 
Emerging needs and tailored products for untapped markets, Berlin : Springer Verlag, (forthcoming, 2006) 
 

 - 16 - 

Particularly due to the changes in the context in which they operate (very high level of 
liberalisation of the banking industry due to standardisation of the banking regulations, opening 
up of markets to new entrants and foreign players), banks have undergone a dual revolution, 
affecting both the logic of their operations, and the way in which they are implemented. They 
have changed in just a few years from an activity based on local services where bank managers 
knew their customers well, and where the duration and stability of the relationship produced the 
demand from customers, to an activity based on proactivity by the banks, which have to stimulate 
the "needs" of customers, whom they only really know about from the information contained in 
the bank’s databases (Courpasson, 1995, 2000; Leyshon & Thrift, 1999).  
 
The advent of marketing and its tools (scoring, datamining) whose efficiency is unprecedented, 
has changed banking professionals’ understanding of the market considerably. In the past, it was 
branch managers who held the knowledge about customers, with whom they were in daily 
contact. Now it is computerised databases which store the "knowledge" that banks hold about 
their customers. Based on this data, customers are segmented by their risk level and their 
assumed requirements. Banking professionals have switched from knowledge and action based 
on "actual markets" (Courpasson, 1995), to knowledge and action based on "segmented 
markets"18 (Gloukoviezoff & Lazarus, 2006).  
 
These changes are based on at least two extremely strong beliefs. The first relates to the virtual 
certainty that the recommendations issued by scoring and datamining tools are sufficiently 
relevant to be sufficient in their own right. The second belief relates to the degree of autonomy of 
customers. While these beliefs have their limits, which are real, for the whole population, they 
particularly penalise customers on low incomes. 
 
Leyshon and Thrift (1999) explain that the underlying marketing hypotheses treat consumption 
as a "rational" act with "needs" that must be met. These two authors call into question, by 
drawing on various studies (Miller, 1995; Bianchi, 1998; Levine, 1998), the rational nature of 
consumption, as well as the ability of marketing specialists to understand a priori the needs of 
customers. Therefore, it is highly unlikely that the statistical tools alone can guide the actions of 
the banks. This is confirmed by the observations of Rowe (1998), incidentally. They highlight 
that the recommendations by scoring tools are followed systematically where they concern 
customers who belong to the least commercially attractive customer segments, while they are 
often re-processed and invalidated when they concern wealthier customers. This clearly 
illustrates the fallible character of these tools and also leads us to consider a second contradiction 
within marketing hypotheses. 
 
Leyshon and Thrift (1999) emphasise that “the only ‘needs’ that the industry are really interested 
in providing for are those consumers whose custom will provide the firm profits. Knights et al. 
(1994) reveal that this requirement has caused some financial services firms to withdraw 
products from sale in the face of customer demand (‘need’) on the grounds that they were no 
longer profitable.” (p. 439). Thus, and this aspect is of paramount importance, only profitable 
needs are satisfied. It appears that one of them, which is nevertheless essential to the quality of 
the service, is not considered as such by the banks when it concerns customers on low incomes: 
advice. 
 

                                                 
18 These changes are also accompanied by many changes in the way bank branch networks are organised, and human 
resources are managed, which we will not go into here, but which also constrains the action of bankers (Courpasson, 
2000). 
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Segmentation of the customer base and processing of data about customers enables banks to offer 
financial services that usually correspond to the customers’ requirements. The banks offer 
customisation which is close to "tailor-made services for the masses" (Bressand & Nicolaïdis, 
1988). The higher the level of the segment, the greater the quality and variety of products and 
services that become accessible – this is the “super inclusion” to which Leyshon and Thrift 
(1996) referred. However, this definition of the financial supply also leads to the suggestion that 
the lower segments have less need for advice than the higher segments. The less commercially 
attractive customers are grouped into very large portfolios, and entrusted to bankers who are 
often very inexperienced, while attractive customers are put into more select portfolios, and 
entrusted to experienced bankers. Rowe (1998) also indicates that customers with modest 
resources are sometimes put into a portfolio assigned to multiple bankers, which has a negative 
impact on the quality of the follow-up. This poor or non-existent advice for low-income 
customers is variable, depending on the banking networks, but can generally be explained by the 
hypothesis which is made about the autonomy of the customers. Thus, in banking reasoning, a 
customer is generally considered as responsible and sufficiently competent in financial matters to 
evaluate the relevance of his/her choices (Gloukoviezoff, 2004). We have already seen how 
questionable this claim is. 
 
However, behind this reasoning which justifies existing practices, the constraint of profitability is 
definitely present. Advice is an extremely expensive dimension to the provision of financial 
services, since it absorbs a large amount of time and the resource that is most expensive for a 
bank: staff. This is particularly true for customers on low incomes, who often have to deal with 
complex economic and social situations, a serious lack of knowledge about banking, and 
relatively low prospects of ever being profitable. 
 
Therefore, it is unsurprising that banks generally tend, instead of providing advice and 
recognising these customers as full participants in the banking relationship, to prefer to adopt 
procedures that protect themselves against the risk and expense associated with the absence of 
advice. Therefore, at present, the profitability of banking relationships established with these 
customers relies on the high level of charges in the event of incidents, if problems should arise. 
Likewise, responses contributed to the discussion about the battle against financial exclusion by 
the banks are limited, in France, to the introduction of a positive database19 so as to enable better 
evaluation of the risk taken by the bank, and adjustment of the (excessive) interest rate to be able 
to lend at a higher rate, thus improving the profitability of the transaction. 
 
Even though these arguments are far from irrelevant, it is also necessary to pose questions about 
the actual characteristics of the provision of financial services. These characteristics largely 
explain the access and use difficulties that customers on low incomes face. 
 
3.4. Standardisation of the service that is the source of access and use difficulties, and therefore 
of overindebtedness 
 
To contend with the expensive needs of people on low incomes, the banks have come up with a 
standardised service provision which protects the banks as far as possible. However, this 
standardisation itself contains the seeds of access and use difficulties which customers face. 
Before making the causal connections that exist more explicit, two examples provide an 
illustration of the perverse effects. 
 

                                                 
19 This proposal is far from being unanimously supported, including within the banks. 
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The first example concerns the effects of the lack of long-term monitoring for people in stable 
situations, but on low incomes. Provided that they have a regular income, various banking 
networks will automatically grant them an overdraft of 50% of that income. So a person who 
earns 1,000 EUR is "entitled" to a 500 EUR overdraft.20 For some of these people, it appears that 
the overdraft, although expensive, is often a necessity to ease the constraints of an income that is 
structurally too low to meet their needs. Gradually, these people see their overdraft swell. They 
are operating their budget with a permanent debt that increases from 50 to 100 then 300 EUR and 
so on. This growth in the debt is gradual, with shorter or longer phases of stabilisation, but it 
inevitably moves towards the limit of 500 EUR. Throughout this trend, the bank does not receive 
any warning signs, since there is no sudden deterioration. However, once the overdraft exceeds 
500 EUR, the automated procedure for dealing with incidents springs into action, with the 
associated charges. The customer is told to repay the debt and pay the charges that he or she 
owes to the bank. Unfortunately, it is extremely difficult for a person with a low income to repay 
a debt that is over 50% of that income. It is made even more difficult by the fact that the debt 
arose over a long period, and has become a means of managing their budget. It is unlikely that 
the people concerned will be able to find the right solution on their own. 
 
The close links between banking difficulties and social difficulties are obvious here. It is certain 
that in a situation of structurally low income, it would be desirable for social workers to intervene 
to perform a budget diagnosis and define any financial support necessary. However, the easy 
access to the overdraft, the absence of warning to the customer by the bank about the latent 
imbalance in his/her situation (a warning which, if given, is not always heeded), and the 
difficulties in accessing social services (ashamed to ask, eligibility criteria, etc.) are all factors 
that exacerbate the situation. So, for people with little knowledge about banking, who have to 
deal with an emergency, it may seem easier to use a revolving loan to repay these amounts (the 
amount of the overdraft plus the bank charges) than to take a really close look at their budget. 
 
The second example relates to situations where there is a sudden, unforeseeable destabilisation of 
the customer’s budget. This may be a major event like a setback in life, or a problem that appears 
to be much more controllable, such as a delay in payment of benefits. In this way a household 
with limited but stable income had 16 cheques bounced in two months, due to a delay in 
refunding substantial medical expenses. Each bounced cheque resulted in charges of about 
64 €,21 and they received a bill for 1 030 € in charges (Gueneau, 2000). The disproportionate 
amount demanded by the bank is largely explained by the totally automated processing of 
situations. Moreover, customers who are not sufficiently commercially attractive, and are dealing 
with a banker who has little time to devote to them will have great difficulty in persuading the 
banker that they are not responsible for the incident that has occurred (Gloukoviezoff, 2004). As 
in the previous example, similar mechanisms can kick in, leading customers to avail themselves 
of services that appear to offer solutions. But these services are often unsuitable and may, in the 
long term, be a factor that considerably aggravates the situation. 
 
If we leave the social difficulties aside for a moment, these two examples show that while 
customers do bear a share of the responsibility for the banking difficulties that arise, it remains 
true that this responsibility has to be shared with the bank, which offers inappropriate access to 

                                                 
20 Several bankers from different networks confirmed these practices to us, stating that they allowed a 300 EUR 
overdraft for a fixed income of 600 EUR. However, in the latter case, some bankers did tell us that it was not always 
beneficial to the customers concerned. By way of comparison, it should be noted that the minimum income 
considered vital and to be retained in the case of overindebtedness is 433 EUR for a single person. 
21 For cheques of less than 50 €, the law (Article 23 of Law no. 2001-420 of 15 May 2001 on the new economic 
regulations (NRE)) provides for a cap on bank charges of 30 €. For cheques of higher amounts, the charges made 
vary from 7.5 € at the French Post Office to over 100€ at some other banks (most charge between 50 and 60 €.) 
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its services. In fact, the de-personalisation of the service, standardisation and automation of 
procedures make it particularly difficult to take account of career upheavals or the fact of living 
in long-term financial insecurity. So while one can criticise customers for not warning their bank 
early enough of the problems they are facing (dismissal, delays in payment, etc.), it is necessary 
to link this behaviour to the cause. Many customers prefer not to warn their bank out of fear that 
in order to protect itself, the bank may sanction them by withdrawing some of the services to 
which they do have access. 
 
This is not a matter of saying that if the bank provided more advice to these customers, that 
would suffice to solve all the banking problems that they encounter. 
 
Of course not. However, it would definitely make it possible to reduce the number of people 
facing these difficulties, as well as the amount of charges associated with incidents. The 
establishment of a de-personalised banking relationship leads to distrustful behaviour and 
reticence on the part of customers. They look for solutions outside the bank, and often these 
solutions are worse than the original problems. It is extremely difficult to implement the effective 
co-piloting of the service that we have seen is crucial to this type of service provision. 
 
The poor quality of the financial service provision is therefore an essential factor that contributes 
to use difficulties and therefore the development of overindebtedness. When faced with 
destabilisation of their budget or chronic lack of funds, some people turn to expensive loans 
where advice is virtually non-existent. They can also use cards or credit lines that have been 
granted to them before the difficulties arise, and which are not taken away from them afterwards. 
It is the lack of suitable alternatives in terms of product characteristics and advice that explains 
the worsening of these situations. We find a similar conclusion in Ford (1991): “The use of credit 
by low-income households is, however, currently problematic. Not on grounds of principle, but 
because the forms of credit available to them are restricted and costly.” (p. 99). 
However, the point that we wish to emphasise at the end of this process of reflection, and which 
is the key point in our reasoning, is that while the poor quality of the banking relationship 
explains use difficulties and its consequences including overindebtedness, it explains access 
difficulties in a similar way. 
 
Two main causes of access difficulties have been identified: the direct (refusal) or indirect refusal 
(location of branches, charging practices or advertising) of the banks, and self-exclusion by 
customers (FSA, 2000; Gloukoviezoff, 2004). 
 
First, banks select their customers by virtue of their profitability constraint, which is due to risk 
and cost. However, as we have explained, the level of risk and cost is partly explained by the 
type of financial services that are on offer. Thus de-personalised and standardised service leads to 
a higher level of risk and cost for those customers who do not match the profile expected by the 
banks. In other words, it is the mismatch between the characteristics of customers and the banks’ 
expectations that explain that the banks refuse these customers access to their services. Another 
type of service, for example a more personalised service, could reduce the risk level of a part of 
these customers. The experience with micro-loans provides an example of this. 
 
Secondly, customers also self-exclude from the bank due to the poor quality of the relationship. 
In particular, it is because they expect to be rejected by the bank, that they consider that they will 
have difficulties in using some services, or that they have actually had difficulties, that they 
abstain from applying for these services (Gloukoviezoff, 2004). Therefore, access difficulties, in 
relation to either the selection practised by banks or self-exclusion by customers, can be 
explained by the mismatch in financial service provision offered to low income customers. The 
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problem is that the unsuitable practices of customers justify a posteriori the practices of the 
banks: this is a vicious circle. 
 
Therefore there is no paradox in people who do not have access to a bank account or credit living 
alongside those who suffer from overindebtedness. The following diagram aims to illustrate this 
in a simplified way, via two possible routes – these are stylised examples which are by no means 
the only routes possible, or even the most common – following a setback in the customer’s life, 
leading in one case to access difficulties (no bank account or non-cash means of payment)22 and 
in the other to use difficulties (overindebtedness). 
 

 
 

Conclusion 
 
The initial question was whether there was a paradox in that difficulties in obtaining access to 
financial services are found alongside overindebtedness. There is no paradox. Access and use 
difficulties that people on low incomes experience (but they are not the only ones) have the same 
causes and the same consequences. They are the result of problems that banks and customers 
encounter in solving the challenge that faces them: incorporating into their banking relationship 
the economic and social constraints that affect each party, within highly financialised societies. 
 
The financialisation of social relationships results in financial services becoming a key factor in 
the life of citizens. It is essential to be able to use them in an appropriate way to lead a normal 
social life. But these services are offered by private-sector institutions that aim to make a profit 
on their business activities, i.e. they must control the risks they take and the costs they incur. 
 
The development of computerised tools has enabled these institutions to attain that objective very 
efficiently (the very low level of bad debts and the profitability of specialised lending institutions 
                                                 
22 Interdiction bancaire : suspension of your banking privileges; an action which is communicated to all banks. 
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(Setback in life) 

Bounced cheques 

Prohibition by the bank 
(legal procedure call Interdiction bancaire) 
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been closed have no other account) 

Overdraft limit exceeded 
and delays in payment 

Accumulation of bank charges 

Inappropriate use of revolving credit 
to repay overdraft 

Overindebtedness 

Automated processing 

Confiscation of cheque book 
and sometimes debit card 

Automated processing 
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is evidence of that). However, the standardisation and automation of the service that currently 
accompanies the use of these tools results in financial services being offered that are not 
appropriate to the needs of at least a proportion of customers: those on low incomes or facing 
upheavals in their lives. 
 
This mismatch generates potential costs and risks for the bank. That is why, on the one hand, it 
selects its customers, prohibiting access to its services – or to some of its services – to a part of 
the population. On the other hand, it defines a service that guarantees as far as possible that the 
costs and risks of the relationship are borne not by the bank, or at least to the minimum extent 
possible, but by the customers themselves. This is a long way from the bank described by Okun 
(1981) offering its customers "an umbrella in bad weather". We are much closer to the maxim 
attributed to Mark Twain: "A banker is someone who lends you an umbrella when the weather is 
fine, and takes it away when it starts to rain".  
 
The strategy of the banks is to satisfy the requirements that they consider profitable for 
themselves. However, that profitability does not depend only on the characteristics of the 
customers, but also on those of the service itself, whether in terms of advice or the product 
characteristics. The choices that have been made by giving a crucial role to computerised systems 
to evaluate the needs and risks have proven detrimental to customers who do not match the 
profiles that the banks expect. That is partly linked to the systems themselves, as well as to the 
fact that these systems were not developed to meet the needs of customers. 
 
On the one hand, the gradual disappearance of interaction between bankers and customers is a 
factor that changes the nature of the relationship established. A relationship where trust could be 
built up over time, and rely on interpersonal relationships, is being replaced by a more functional, 
more contractual relationship, where the bank becomes more a technical operator that executes 
the instructions of autonomous customers. This is rarely the case with customers facing poverty 
or who have lost their job. The question that arises is how to re-structure these computerised 
systems and the expertise of banking advisers not only to help wealthy customers, but also those 
who are far less prosperous. 
 
Moreover, we find the distinction drawn by Leyshon and Thrift (1996) between those who are 
"super included", for whom a wide range of products has been developed, and the undesirables 
who receive no attention at all. While computerised systems can be used efficiently to identify 
the needs of wealthy customers, it is probable that they could be configured to detect 
deteriorating situations at an early stage. However, it is necessary that information should be 
used in a context that allows co-piloting and does not just provide protection for the bank. 
 
Thus financial exclusion is an overall social phenomenon. The problems of access to an account 
or credit and overindebtedness are the consequences that feed into the process of social 
exclusion. We have emphasised this throughout, but it is essential to drive home this point: 
financial exclusion cannot be defined with regard to the responsibilities of the banks or 
customers, but in relation to the social consequences of access and use difficulties. 
 
However, to counter this phenomenon, it is important to understand the extent to which it is 
possible to reconcile the constraints of each party. Probably a proportion of customers currently 
ignored by the banks could be reached in a profitable way if the banks re-examined their 
conventional wisdom. The Community Reinvestment Act (CRA) that drew attention to markets 
totally ignored by the American banks until now reinforces our view on this point. 
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However, broadening access cannot just be a question of the quantity of financial services 
available but is also a question of the quality of the service provided. This aspect makes this a 
very thorny issue, as advice and monitoring are very expensive activities for institutions subject 
to competition and profitability requirements. Nonetheless, the absolute necessity of using 
financial services in order to lead a normal social life means that it is not possible to dodge this 
issue. The very status of these services needs to be re-examined. Is it possible to entrust these 
services to establishments that are only governed by market forces? Should we not devise 
regulations allowing competitive freedom and social necessity to be accommodated? The CRA is 
probably one example of a possible response. Polanyi (1944) already considered the specific role 
of money and the dangers of regulating exchanges purely from the viewpoint of market forces. It 
is probably time to reconsider the arrangements for regulating trade in financial services. 
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