
2. Opportunity: financial inclusion
In line with the government’s commitment to “level up” left behind communities, the government should use
this legislative opportunity to give the FCA a cross-cutting requirement to “have regard” to financial inclusion in
the pursuit of its objectives.

Too often the market systematically excludes people from accessing essential financial products and services.
For example, with the rise of fintech and “personalised” services, insurance has become harder to access for
people in poverty or facing vulnerable circumstances. And evidence shows that people on low incomes with
certain protected characteristics are even more likely to be paying extra costs for essentials such as credit and
insurance - even when compared with low income households as a whole.
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The upcoming Financial Services Bill is a once in a generation opportunity to reinvent the system for regulating
finance. It is a chance to ensure the regulators - and therefore the rules of the industry - are supportive of the
needs of people and planet. Rather than using this opportunity to task regulators with a risky mandate to
pursue “international competitiveness”, the government must use the Bill to align regulators with: (i) net zero;
and (ii) financial inclusion goals. We call on you to raise these issues with the government when the Bill is
announced (10 May). 

1. Future Regulatory Framework
At the Queen’s Speech (10 May), the government will announce a landmark post-Brexit Financial Services Bill.
Crucially, we expect this Bill will deliver the government’s long-awaited Future Regulatory Framework (“FRF”);
this will be the model for how financial services regulation is developed in the UK outside of the EU.

Core to the FRF is the devolution of greater rulemaking power and responsibility to the regulators, specifically
the FCA and the PRA. As such, the upcoming Bill and the FRF represent an opportunity to modernise the
mandates of the regulators, ensuring the rules they create and enforce are suitable for a greener and fairer
future. 

1. The FCA’s current primary objectives are: consumer protection; market integrity; and inter-firm competition.

This briefing has been written by Finance Innovation Lab and Fair By Design. It builds on a joint statement from 37 public
interest groups published in February 2022. Questions on this briefing and our work? 
Contact: tom@financeinnovationlab.org 

FCA-commissioned research identifies myriad issues associated with financial exclusion, including difficulties in
gaining employment, barriers to renting or buying housing, and blockers to saving for later life. These issues are
more salient than ever, given both the cost of living crisis and because the poor have disproportionately taken on
more debt through the pandemic. The FCA must be empowered to help tackle these identified problems when
the market fails to. 
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http://www.actuaries.org.uk/system/files/field/document/IFoA_Hidden_Risks_of_Being_Poor_Final.pdf
http://www.bristol.ac.uk/geography/research/pfrc/themes/finexc/inequality-of-poverty/#d.en.532894
https://www.gov.uk/government/consultations/future-regulatory-framework-frf-review-proposals-for-reform?utm_medium=email&utm_campaign=govuk-notifications&utm_source=e419a515-0f4c-4423-aa83-bfe942e16b1a&utm_content=immediately
https://financeinnovationlab.org/wp-content/uploads/2022/02/FRF-CSO-Joint-Statement-2022.pdf
http://www.fca.org.uk/publication/occasional-papers/occasional-paper-17.pdf
http://www.fca.org.uk/publication/occasional-papers/occasional-paper-17.pdf
http://www.resolutionfoundation.org/comment/the-covid-certainty-more-savings-for-the-rich-more-debt-for-the-poor/


3. Opportunity: net zero.

Alongside levelling up, the government has also made bold commitments to both reach net zero by 2050 and to
make the UK the world's first net zero financial centre. However, the government’s ambition is not yet matched
by action. In March 2021, the Chancellor instructed the FCA to “have regard to” the government's net zero
commitment as the regulator advances its objectives. This is a welcome step forward, but it is not sufficient to
ensure regulators put climate change at the forefront of their decisions - to do this, the government would have
to give the regulators a statutory objective to support the government’s net zero commitment.

The risks of the climate crisis to the financial system and broader economy are significant and varied, as
documented by the Bank of England. Equally, big finance is currently responsible for a huge swathe of emissions
- the financed emissions from UK banks and asset managers are responsible for nearly double the UK’s annual
carbon output. The regulators must put tackling climate change at the forefront of what they do. The only way to
ensure this - and therefore to ensure finance abates rather than contributes to climate change - is to put net zero
into the regulator’s statutory objectives. The UN’s Intergovernmental Panel on Climate Change has recognised
that we must “act now” - “having regard to” climate change is not enough.

4. Risk: race to the bottom?

The government has prioritised a different approach - it wants to give the regulators a statutory objective to
promote the “international competitiveness” of the UK sector. This presents a major risk - too great a focus on
competitiveness puts regulators in a dangerous race to the bottom with other jurisdictions. In 2010, HM Treasury
identified that one of the reasons for regulatory failure leading up to the global financial crisis of 2007/08 was
“excessive concern for competitiveness”. That cataclysmic event saw millions lose savings, homes, businesses
and jobs, at an estimated £1.8 trillion in lost UK GDP. As Andrew Bailey said in 2019 (then CEO of the FCA,
today Governor of the Bank of England), the regulator “was required to consider the UK’s competitiveness, and it
didn’t end well, for anyone.” 

Not only could short term “competitiveness” undermine real long term growth, but an undue focus on
competitiveness could erode the ability of regulators to act independently in the public interest by requiring
regulators to act as a cheerleader for big firms. This would exacerbate the undue influence of big industry
lobbyists - as argued at a recent Fair Business Banking event - and drown out consumer and smaller industry
voices. The government may defend its “competitiveness” mandate by arguing it will be a “secondary” objective,
below the “primary” objectives, but the danger remains that the quest for competitiveness will win out due to
external pressures and the tensions between “competitiveness” and the FCA’s current objectives. 

5. A way forward

The government is right to reconsider how the regulators work in the post-Brexit world, but a narrow and risky
focus on “international competitiveness” overlooks the real issues faced by people and planet. The government
should give regulators a solid mandate to align their activities with net zero and address financial inclusion. An
objective for “international competitiveness” would risk financial stability and real long-term growth. Our
approach is the best way to ensure the system is fit for the future. 
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2. Competitiveness is distinct from competition; regulators already have an objective to promote competition between firms in order to drive better
outcomes for consumers. International competitiveness typically refers to the ability of UK firms to compete for business overseas, and for the UK to
remain an attractive location for global businesses. 

http://www.fca.org.uk/publication/corporate/fca-climate-change-adaptation-report.pdf
https://www.bankofengland.co.uk/climate-change
https://www.wwf.org.uk/updates/uk-banks-and-investors-responsible-more-co2-emissions
http://www.ipcc.ch/2022/04/04/ipcc-ar6-wgiii-pressrelease/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/81389/consult_financial_regulation_condoc.pdf
http://speri.dept.shef.ac.uk/wp-content/uploads/2019/01/SPERI-The-UKs-Finance-Curse-Costs-and-Processes.pdf
http://speri.dept.shef.ac.uk/wp-content/uploads/2019/01/SPERI-The-UKs-Finance-Curse-Costs-and-Processes.pdf
http://financeinnovationlab.org/wp-content/uploads/2022/04/22.02.2022-Competitiveness-and-Financial-Regulation-Roundtable-Summary-1.pdf

